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SEQ 
NBR Date Remarks 

47 

49 
48 (M) 

11/12/99 Application. 
12/0 1/99 Acknowledgement letter. 
12/08/99 NOTICE OF ADDRESS CHANGE (JONATHON AMLUNG ATT FOR COMPLAINANT) 
12/10/99 Order to Satisfy or Answer, response due 12/20/1999. 
12/20/99 ANSWER OF BELLSOUTH TO COMPLAINT (DOROTHY CHAMBERS BELLSOUTH) 
01/26/00 Order scheduling 2/1 1 informal conference 
024 7/00 Informal Conference Memorandum 
02/21/00 COMPLAINANTS FIRST SET OF DATA REQ (IGLOU JOHNATHON AMLUNG) 
02/21/00 INFORMATION PER VERBAL REQ MADE TO BELLSOUTH DURING INFORMAL CONFEREN (DOROTHY 

CLARK BELLSOUTH) 
02/25/00 RESPONSE TO MEMEO OF FEB 18,OOY (BELLSOUTH CREIGHTON MERSHON) 
03/01/00 DATA REQ OMITTED AS ATTACHMENT TO LETTER OF FEB I8,OO (DOROTHY CHAMBERS BELLSOUTH) 
03/13/00 RESPONSE TO FIRST SET OF DATA REQ OF IGLOU PARTIAL CONFIDENTIAL (CREIGHTON MERSHON 

BELLSOUTH) 
03/15/00 CORRECTION TO RESPONSE TO IGLOU DATA REQ TAB 1.19 (BELLSOUTH CREIGHTON MERSHON) 
03/20/00 Petition for Confidentiality filed on 3/13/2000 is granted. 
03/24/00 Petition for Confidentiality received on 3/15/2000 is granted. 
03/27/00 ANSWERS TO BELLSOUTH FIRST SET OF DATA REQ (JONATHON AMLUNG IGLOU) 
04/06/00 Order scheduling 5/26 hearing 
04/19/00 JOINT MOTION TO RESCHEDULE HEARING (DOROTHY J. CHAMBERS) 
04/24/00 Order ent.,hearing shall be held as 0rdered;prefiled direct testimony due 511 1. 
04/27/00 SUPPLEMENTAL RESPONSE TO ITEM NO. 1.26 OF IGLOU'S FIRST DATA REQUEST (DOROTHY 

CHAMBERWBELLSOUTH) 
04/27/00 FIRST SET OF DATA REQUESTS (JONATHON AMLUNG IGLOU) 
05/01/00 Letter to Jonathan Amlung; edited copy & pet. for conf. due 5/16/2000. 
05/04/00 RESPONSE TO BELLSOUTHS FIRST SET OF DATA REQUESTS. (JONATHON AMLUNGIIGLOU) 
05/11/00 Letter granting petition for conf. filed 5/5 by IgLou Internet Service. 
05/15/00 DIRECT TESTIMONY (JONATHON AMLUNG) 
05/19/00 REBUTTAL TESTIMONY (DOROTHY CHAMBERSIBELLSOUTH) 
05/19/00 SUPPLEMENTAL REBUTTAL TESTIMONY (CREIGHTON MERSHONBELLSOUTH) 
05/22/00 MOTION FOR EXTENSION OF TIME. (ELIZABETH BLACKFORD/AG) 
05/22/00 TESTIMONY OF BROOKS,KINNEY,CURTIS,ASHDOW,GREGOIRE (IGLOU JOHNATHON AMLUNG) 
05/23/00 TRANSCRIPTS OF RADIO COMMERCIALS (DOROTHY CHAMBERS BELLSOUTH) 
05/26/00 SUPPLEMENTAL RESPONSES TO BELLSOUTH'S FIRST SET OF DATA REQUESTS (JONATHON 

AMLUNGDGLOU) 
06/16/00 POST HEARING BRIEF CONTAINING CONFIDENTAL (DOROTHY CHAMBERS BELLSOUTH) 
06/19/00 MOTION TO TEMPORARILY EXCLUDE BELLSOUTH POST HEARING BRIEF FROM REC (LANGLEY 

KITCHINGS BELLSOUTH COMMUNE) 
06/19/00 MOTION FOR EXTENSION OF TIME (JONATHON AMLUNG IGLOU) 
06/22/00 POST HEARING BRIEF (JONATHON AMLUNG IGLOU) 
06/23/00 Letter granting BellSouth's Petition for Confidentiality dated 6/15/2000. 
06/26/00 REVISED CERTIFICATE OF SERVICE (CREIGHTON MERSHONIBELLSOUTH) 
08/25/00 MOTION TO INTERVENE (RICHARD BREEN) 
08/25/00 INTERVENING COMPLAINT (RICHARD BREEN) 
09/01/00 Order granting motion of Richard M. Breen to intervene. 
11/30/00 FINAL ORDER; DENIES PORTIONS OF IGLOU'S COMPLAINT; INFO DUE 12/30/2000 
12/22/00 MOTION FOR RECONSIDERATION AND MOTION FOR EXTENSION OF TIME (DOROTHY 

CHAMBERS/BELLSOUTH) 
0 1/03/0 1 ADSL DISCLOSURE SCRIPT (DOROTHY J. CHAMBERS BELLSOUTH) 
0 1 /03/0 1 RESPONSE TO MOTION FOR EXTENSION OF TIME (JONATHON AMLUNG IGLOU) 
0 1/04/0 1 RESPONSE TO BELLSOUTH'S MOTION FOR RECONSIDERATION (JONATHON N. AMLUNG IGLOU) 
01/05/01 REPLY TO IGLOU'S RESPONSE TO BELLSOUTH MOTION FOR EXTENSION OF TIME (DOROTHY 

CHAMBERS BELLSOUTH) 
0 1/11/0 1 Order scheduling 3/7/2001 informal conference; status report due 3/2/2001 
0 1/24/01 MOTION TO STRIKE (JOHNATHON AMLUNGIIGLOU) 
02/07/01 Order denying motion to strike 
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02/15/01 RESPONSE TO COMMISSION'S ORDER OF JANUARY 11,2001 ORDER (DOROTHY 
CHAMBERVBELLSOUTH) 

02/27/0 1 RESPONSE TO BLLSOUTH'S REVISION (JOHNATHON AMLUNG/IGLOU) 
03/02/0 1 STATUS REPORT (JONATHAN AMLUNGIIGLOU) 
03/02/0 1 LETTER CONCERNING CONFERENCE CALL (CREIGHTON MERSONBELLSOUTH) 
03/05/0 1 LETTER CONCERNING MEETING WITH IGLOU (BELLSOUTH) 
03/21/01 Informal conference memo, any comments due within 5 days of receipt of letter. 
03/2 1/0 1 RESPONSE TO COMMISSION'S REQUEST FOR INFORMAL CONFERENCE (DOROTHY 

CHAMBERSIBELLSOUTH) 
03/28/01 LETTER REGARDWG INFORMAL CONFERENCE (DOROTHY CHAMBERVBELLSOUTH) 
04/04/01 RESPONSE TO BELLSOUTH FILING OF MARCH 21,2001 (JONATHAN AMLUNG/IGLOU) 
04/09/01 FINAL ORDER; APPROVES PROPOSED FCC TARIFF REVISIONS FOR DSL SERVICE 
04/10/01 REPLY TO IGLOU'S RESPONSE TO COMMISSION REQUEST (CREIGHTON MERSONBELLSOUTH) 
04/11/01 Petition for confidentiality granted for item 1, denied for item 2. 
O4/20/0 1 RESPONSE TO LETTER REGARDING PETITION FOR CONFIDENTIALITY (DOROTHY 

CHAMBERSIBELLSOUTH) 
04/24/0 1 MOTION FOR EXTENSION OF TIME (CREIGHTON MERSHON/BELLSOUTH) 
04/27/01 MOTION FOR EXTENSION OF TIME (JONATHAN AMLUNG/IGLOU) 
04/30/0 1 MOTION FOR RECONSIDERATION OF APRIL 9,Ol ORDER (DOROTHY CHAMBERS BELLSOUTH) 
05/03/0 1 LETTER REGARDING CONFIDENTIAL FILING (DOROTHY CHAMBERSIBELLSOUTH) 
05/09/0 1 Petition for confidential granted to Dorothy J. Chambers, Esq. 
05/09/0 1 RESPONSE TO BELLSOUTHS SECOND MOTION FOR RECONSIDERATION (JONATHAN 

AMLUNG/IGLOU) 
05/10/01 FAXILETTER REGARDING IGLOU FILING OF MAY 9,2001. (DOROTHY CHAMBERVBELLSOUTH) 
05/11/01 LETTER REGARDING IGLOU'S FILING OF MAY9,2001 (DOROTHY CHAMBERSBELLSOUTH) 
05/11/01 TO FILE REDACTED COPIES (JONATHON N. AMLUNG IGLOU) 
05/14/01 Order entered; approves FCC tariff revision for DSL service; modifies 419 Order 
05/14/0 1 RESPONSE TO BELLSOUTHS SECOND MOTION FOR RECONSIDERATION (JONATHON AMLUNG) 
05/14/01 COPY OF LETTER FROM AMLUNG TO DOROTHY CHAMBERS (JOHNATHOAN AMLUNG) 
05/14/01 EDITED COPY OF RESPONSE TO BELLSOUTH SECOND MOTION FOR RECONSIDERATIO (JOHNATHAN 

AMLUNG) 
05/14/0 1 LETTER CONCERNING PROVIDING DSL/BROADBAND (CARL GNADINGER) 
05/14/01 RESPONSE TO COMMISSION'S MAY 11,2001 ORDER (DOROTHY CHAMBERSBELLSOUTH) 
05/16/01 Response to Carl J. Gnadinger, Jr. re: his 5/10/01 letter. 
05/18/01 RESPONSE TO PSC REQ FOR COST SUPPORT ASSOCIATED WITH MAY 15,Ol (DOROTHY CHAMBERS) 
05/2 I/O 1 Follow-up letter to Creighton Mershon 
05/25/01 RESPONSE TO BELLSOUTHS FILING PURPORTING TO SUPPORT RATE INCREASE (JONATHON N. 

AMLUNG IGLOU) 
05/30/01 Letter to BellSouth response due within 5 days. 
05/3 1/01 FAXREPLY TO IGLOU'S RESPONSE OF MAY 25,2001 (DOROTHY CHAMBERSIBELLSOUTH) 
05/3 1 /O 1 REPLY TO IGLOU'S RESPONSE (DOROTHY CHAMBERYBELLSOUTH) 
06/07/0 1 Letter granting BellSouth's petition for confidentiality filed 5/18/2001. 
06/07/0 1 PETITION FOR CONFIDENTIALITY (DOROTHY CHAMBERSBELLSOUTH) 
06/11/01 Letter sent to Creighton Mershon advising review of recent filing by BellSouth. 
06/12/01 Letter to Creighton Mershon granting confidential protection. 
06/19/01 REQ FOR RECONSIDERATION & CLARIFICATION OF STAFF LETTER OF JUNE 11,Ol (JONATHAN 

AMLUNG) 
06/21/01 LETTER IN RESPONSE TO JUNE 18,2001 OF JONATHAN AMLUNG (DOROTHY CHAMBERS/BELLSOUTH) 
06/27/01 Response letters to Dorothy Chambers & Jonathan Amlung re: letters filed 
05/22/02 Letter to Dorothy Chambers granting BellSouth's petition for confidentiality filed 5/14/02. 
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Paul E. Patton,  Governor 

Janie A. Miller, Secretary 
Public Protection and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Di rector 

Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

2 1 1 SOWER BOULEVARD 
POST OFFICE BOX 6 1 5 . 

w w w .  pscstate. ky.us 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

May 22,2002 

Hon. Dorothy J. Chambers 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

Martin J. Huelsmann 
Chairman 

Gary W. Gillis 
Vice Chairman 

Robert E. Spurlin 
Corn m issione r 

RE: BellSouth Petition for Confidential Protection 
Case No. 99-484 

Dear Ms. Chambers: 

The Commission has received your petition filed May 14, 2002, to protect as 
confidential information regarding DSL port information provided pursuant to the 
Commission’s Order entered May 14, 2001. A review of the information has determined 
that it is entitled to the protection requested on the grounds relied upon in the petition, 
and it will 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 information may be placed in the public record. 

Sincerely, 

Thomas M. Dorman 
Executive Director 

cc: Parties of Record 
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Jonathan N. Amlung 
1000 Republic Building 
429 W. Muhammed Ali Boulevard 
1,uuisville. KY 40202 

Dr. Bob Davis 
1 13 Pehble Beach 
(ieolgeLowl1. KY 40324 

Honorable Richard M. Breen 
2950 Breckenridge Lane 
Suite 3 
Louisville, KY 40220 

Honorable R. Douglas Lackey 
Suite 4300, Bellsouth Center 
675 West Peachtree Street, Ne 
Atlanta,, GA 30375 

Honorable Dorothy J .  Chambers 
Senior State Operations Counsel 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street, 4NE 
P. 0. Box 32410 
Louisville, KY 40232 

Honorable Creighton E. Mershon, Sr. 
General Counsel 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street, 4NE 
P. 0. Box 32410 
Louisville, KY 40232 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY 40601 

Thic iq the Service I ist for Case 1999-00484 



Paul E. Patton, Governor 

Ronald E. McCloud, Secretary 
Public Protection and 
Regulation Cabinet 

E DUCAT4 ON 
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Thomas M. Dorman 
Executive Director 
Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

211 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 
Fax (502) 564-3460 

www.psc.state.ky.us 

June 27,2001 

Dorothy J. Chambers, General Attorney 
BellSouth Telecommunications, Inc. 
601 W. Chestnut Street, Room 407 
Lou isvi I le , Kentucky 40203 

Jonathan N. Amlung, Esq. 
1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40202-2347 

Martin J. Huelsmann 
Chairman 

Vice Chairman 

Gary W. Gillis 
Commissioner 

Edward J. Holmes 

RE: Ig Lou Internet Services, Inc. v. BellSouth Telecommunications, Inc. 
Case No. 99-484 

Dear Dorothy and Jonathan: 

The Commission has received your letters filed in the wake of the staff letter dated June 
11 , 2001. Your letters have been placed in the case file and have been brought to the 
Commission’s attention. However, please be advised that this case is closed and no 
further action will be taken in this proceeding. 

Any questions regarding these matters may be forwarded to Amy Dougherty at 
(502)564-3940, Extension 257. 

Sincerely, 

Thomas M. Dorman 
Executive Director 

AEDh 

cc: Parties of Record 



BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com 

Dorothy J. Chambers 
General Attorney 

June 20, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

This is in response to the June 18, 2001 letter of Jonathan 
Amlung on behalf of IgLou Internet Services, Inc (“IgLou’/). Mr. 
Amlung’s letter states it is a request for reconsideration and 
clarification of the Commission staff‘s letter, dated June 11, 
2001, that concluded BellSouth had provided adequate cost 
support justification for the nonrecurring and termination 
liability charges and, therefore, these charges are reasonable. 
The Commission should reject as unsupported IgLou’s request 
which not only attempts to seek reconsideration of the June 11, 
2001 staff conclusion that the cost support for nonrecurring 
charges is adequate, but also appears to be a belated motion for 
reconsideration of the Commission‘s May 14, 2001 Order approving 
BellSouth’s proposal to file a revised DSL tariff at the FCC 
eliminating the tier structure and the volume discount. 

In the Commission‘s May 14 Order, this Commission indicated 
its willingness to consider BellSouth’s proposal with respect to 
nonrecurring and termination liability charges upon submission 
of adequate cost justification. See, Commission’s May 14 Order 
at 3. By letter dated May 18, 2001, BellSouth provided the 
results of the cost study for nonrecurring and termination 
liability charges. In response to the Commission staff’s 

http://Dorothy.ChambersQBelISouth.com
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d 

June 20, 2001 
Page 2 

request for copies of supporting work papers and other data, 
BellSouth provided by letter dated June 7, 2001, copies of the 
supporting work papers for the previously supplied cost study 
and BellSouth also provided detailed responses to each of the 
Commission Staff's questions regarding the cost study. 

BellSouth's detailed responses and supporting work papers 
clearly are sufficient to support the conclusion the Commission 
Staff reached that those charges are cost-justified and, 
therefore, are reasonable. Mr. Amlung's June 18, 2001 letter 
provides no new or additional evidence that would justify 
reconsideration of that conclusion. Therefore, BellSouth 
respectfully suggests that these issues should be considered 
resolved, in accordance with the conclusions reached by the 
Commission staff. 

/ Very truly yours, 

cc: Parties of Record 

395222 
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JONATHON N. AMLUNG 

.ATTORNEY AT LAW 
1000 REPU~LIC BUILDING 

&&! 1 9 2009 
~UWc SER\IIC& 

429 W. MUHAMMAD ALI BLVD. 
LOUISVILLE, KENTUCKY 40202-2347 

TELEPHd%%d@ml&j7-68S8 
FACSIMILE: (502) 584-0659 

E-MAIL: jonathon@arnlung.com 
J.D./M.B.A. 
LICENSED IN KENTUCKY, OHIO AND COLORADO 

June 18,2001 

VIA FACSIMILE TO (502) 564-3460 AND 
REGULAR U.S. MAIL 

Mr. Thomas M. Dorman 
Fxeclitlve Director 
Public Service Commission 
21 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc. v. BellSouth Telecommunications, Inc., 
Case No. 99-484 

.. !. . . .  . .  . .  . 

- . .  
. . . . .  . . . _.. . .  

r -  s _ ’  ’ ..I . .__ . 1 1 .  

_ .  , Dear Mr, Dorman: .. 5 . .  . 
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I On behalf: of my: c1ient;IgLou Internet. Services, Inc., I request reconsideration and Clarification 
of the Staff letter dated June 11,2001. A brief overview of the recent history of this case should be of 
assistance in explaining. my client’s concerns. : 

On April 30,2001, BellSouth proposed a rate hike for its ADSL services in a document filed 
with this Commission styled “Motion for Reconsideration of April 9, 2001 Order.” On May 14,2001, 
this Commission ordered BellSouth to modify its federal ADSL tariff to eliminate the termination 

I liability charges and maintain the then-existing $50.00 charge for installations. 

BellSouth replied by filing its federal tariff without the requested modifications against tne 
Commission’s Order. The Commission Staff then responded via letter dated May 16,200 1 by giving 
BellSouth two days to file valid cost data supporting its rate hike. 

BellSouth’s only reply was to file two pages of numbers with absolutely no support. IgLou 
responded by pointing out the meaninglessness of the data and asserting that the data should not be 
trusted, and did not adequately support the rate hike. 

, I  ” 

On May: 30,20Ol.;.ths Commission Staff; recognizing the meaninglessness’of the data and the 
lack of response by BellSouth, determined that BellSouth was in violation of the Commission’s May 14, 
200 1 Order. The Commission Staff warned that enforcement would be imminent if BellSouth did not 
comply with its May 14, 2001, Order. “At a minimum,” the Staff wrote, “BellSouth should supply cost 

mailto:jonathon@arnlung.com
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Mr. Thomas Dorman 
June 18,2001 
Page 2 

justification and workpapers sufficient to permit an adequate review of the rates BellSouth has placed 
into effect despite the Commission’s Orders.” In response, BellSouth attempted to comply with the 
minimum requirements set forth in the Staff letter by filing more apparently meaningless cost data. 

Surprisingly, the Staffs only response was a four-sentence letter dated June 11, 2001. The Staff 
did not recommend a fine, despite reiterating that BellSouth failed to comply with a Commission Order. 
There was no recommended enforcement of the Commission Order, nor was there any explanation for 
the Staffs acceptance of this cryptic data as “reasonable.” 

IgLou continues to have great concern over the data provided by BellSouth in this matter. By 
BellSouth‘s own admission, the data it provided to this Commission on May 18,2001, was incorrect, 
further validating lglou’s concerns. 

IgLou respectfully asks on behalf of broadband consumers across the Commonwealth that staff 
thoroughly disclose the rationale as to why it finds BellSouth’s most recent filing to be “reasonable.” In 
addition, IgLou requests the Commission Staff to outline what steps have been taken to ensure that the 
current data supplied by BellSouth is valid and reliable. As the Commission has stated before, the issues 
in this case transcend the private dispute between the parties. BellSouth’s DSL cost data is a crucial 
element to be considered in making decisions affecting the future of the Commonwealth. 

My client is concerned as to whether a rate hike in broadband services meets the Commission’s 
goal of ubiquitous broadband deployment, and whether this rate hike is the best thing for Kentucky. 
Further, IgLou respectfully requests the Commission Staff to examine the cost justification of the rate 
hike in its entirety. It appears as if the Staff has examined only the cost justification of nonrecurring 
elements in the ADSL tariff. This cannot be viewed in isolation from the monthly recurring charges. 
Certainly, there must be cost justification for the rate hike in its entirety. 

BellSouth has apparently not supplied adequate cost justification for its termination liability 
charge. According to BellSouth’s own filing, there is at least a 200% profit margin built into its charges 
for this item. Certainly, this cannot be determined to be reasonable. In addition, the Staff should 
coiisider and examine the similarly excessive profit margin associated with BeiiSouth’s recurring 
charges. 

Finally, IgLou remains concerned that BellSouth has violated the Commission’s Orders without 
even the smallest of fines. IgLou has yet to receive an answer to its request for a $25 fine. 



L 

Mr. Thomas Dorman 
June 18,2001 
Page 3 

Thank you for your attention to these matters. The most recent Staff letter presents an obstacle 
to any understanding of where my client and broadband consumers across Kentucky stand. I respectfully 
ask for your prompt response. 

Cordially yours, 

I cc: Parties of'Record 



Paul E. P a t t o n ,  G o v e r n o r  

Ronald B. McCloud, Sec re ta ry  
Publ ic  P r o t e c t i o n  and  

Regu la t i on  Cab ine t  

Thomas  M. D o r m a n  
Execu t i ve  D i r e c t o r  

Publ ic  Serv ice Commiss ion  

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 . 

w w w. psc.state.ky.us 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

June 12,2001 

Creighton E. Mershon, Sr., Esq. 
Genera I Co u n se I-Ke n t u c ky 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, Kentucky 40232 

M a r t i n  J. Huelsmann 
Chai rman 

E d w a r d  J. Holmes 
Vice Cha i rman  

Gary W. Gillis 
Corn m i ss i o n e r 

RE: BellSouth Petition for Confidential Protection 
Case No. 99-484 

Dear Mr. Mershon: 

The Commission has received your petition filed June 7, 2001, to protect as 
confidential responses to staff questions regarding specifics of cost support data for the 
revisions to BellSouth’s DSL tariff. A review of the information has determined that it is 
entitled to the protection requested on the grounds relied upon in the petition, and it will 
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 information may be placed in the public record. 

Sincerely, 

Thomas M. Dorman 
Executive Director 

c c :  Par t ies  of Record 
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Paul E. Patton,  Governor 

Ronald B. McCloud, Secretary 
Public Protection and 

I Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULNARD 
POST OFFICE BOX 6 1 5 

w w w .  psc.state.ky.us 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

June 11 , 2001 

Creighton Mershon, Sr. 
Genera I Cou nse I/Ken tucky 
BellSouth Telecommunications, Inc. 
601 W. Chestnut Street, Room 407 
Louisville, Kentucky 40203 

Re: Case No. 99-484 

Dear Creig hton: 

This is to advise you that Commission Staff has reviewed the supplemental cost 
information submitted by BellSouth in response to my letter of May 30, 2001 concerning 
the non-recurring charges denied by the Commission in its May 14, 2001 Order in this 
case. Based on review of the information submitted, Staff has concluded that the 
charges are cost-justified and therefore that they are reasonable. 

We remain concerned that BellSouth technically failed to comply with the 
Commission’s Order in that it submitted its tariff prior to obtaining Commission approval 
of the questioned charges. However, given that the Commission left the door open for 
further cost-justification in its Order, and given that such cost-justification has now been 
submitted, we will not recommend that the Commission take enforcement action in this 
matter. 

Sincerely yours, 

L L W -  
Thomas M. Dorman 
Executive Director 

TMD/DTE/cj 

Mart in J. Huelsmann 
Chairman 

Edward J. Holmes 
Vice Chairman 

Gary W. Gillis 
Commissioner 

cc: Parties of Record 
File 
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Dorothy J. Chambers 
General Attorney 

BellSouth Telecommunications. InC. 

601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.CharnbersQBelISouth.com 

June 7, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

502 582 1475 
Fax 502 582 1573 

RE: IgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

This is in response to your May 30, 2001 letter, which 
BellSouth received by facsimile transmission on that same date. 
Your May 30 letter and BellSouth’s May 30 Reply to IgLou’s 
Response of May 25 both address this Commission‘s most recent 
Order regarding BellSouth‘s revisions to its DSL tariff filed at 
the FCC. 

As noted in BellSouth‘s Reply, BellSouth filed at the FCC 
the revised DSL tariff as BellSouth had proposed because 
BellSouth believed it satisfied the concerns raised by this 
Commission. 
Commission staff considers BellSouth to be in violation of the 
Commission’s Order because BellSouth failed to make the 
modifications to the FCC tariff as ordered by this Commission. 
BellSouth wishes to assure the Commission that it has proceeded 
in good faith and believed it was in compliance with the 
Commission’s Order. 

Your letter of May 30, 2001, states that the 

Your May 30 letter requests further cost justification and 

The Commission 
work papers so that the staff may perform a further review of 
the cost justification BellSouth has submitted. 

http://Dorothy.CharnbersQBelISouth.com


Mr. Thomas M. Dorman 
June 7, 2001 
Page 2 

staff also has asked several specific questions regarding the 
cost study results. Enclosed please find the response to the 
Commission's questions as well as the supporting explanation and 
the work papers for the cost study as requested in your May 30, 
2001, letter. 

Portions of the Response and cost studies contain 
confidential, commercial, or proprietary information and, 
pursuant to 807 KAR 5:001, Section 7, enclosed is BellSouth's 
Confidentiality Petition. 
information is provided to the Commission. 
proprietary information is provided to IgLou and its counsel 
pursuant to the previously executed Protective Agreement in this 
case. 
record and other parties of record. 

One copy of the proprietary 
A copy of the 

Requisite edited copies are provided for the public 

As you are aware, since the Commission staff had requested 
that the cost study be produced no later than May 18, 2001, this 
cost study was provided to the Commission on an expedited basis 
and without backup and a detailed explanation. 
now providing the detailed work papers and responding to the 
questions raised in your letter of May 30, 2001, BellSouth would 
be happy to make its cost experts available to the Commission 
staff at an informal conference to explain or answer any 
questions they may have about this information. 

In addition to 

BellSouth respectfully requests that the Commission set an 
informal conference if it has any questions or if it believes 
further information is appropriate or necessary to establish 
that BellSouth is not in violation of the Commission's Order. 

Enclosures 

cc: Parties of Record 

390765 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., ) 

) 
Complainant ) 

V. 

BELLSOUTH TELECOMMUNICATIONS, 

Defendant 

) CASE NO. 99-484 
1 

1 
) 

INC. ) 

CONFIDENTIALITY PETITION 
PURSUANT TO 807 KAR 5:001, SECTION 7 

Petitioner, BellSouth Telecommunications, Inc., ("BellSouth" 

or the \\Company"), by counsel, hereby moves the Public Service 

Commission of the Commonwealth of Kentucky (the "Commission") , 

pursuant to 807 KAR 5:001, Section 7, to treat portions of the 

attached Response and cost studies relative to the most recent 

nonrecurring cost study as confidential (those portions 

highlighted or copied in yellow) in accordance with the 

Commission's guidelines. 

The Kentucky Open Records Act exempts certain commercial 

information from the public disclosure requirements of the Act. 

KRS 61.878(1)(c)l. 

exemption and, therefore, keep the information confidential, a 

party must establish that disclosure of the commercial 

information would permit an unfair advantage to competitors of 

To qualify for the commercial information 



the party seeking confidentiality if openly discussed. 

61.878(1) (c)l; 807 KAR 5:001, 5 7. The Commission has taken the 

position that the statute and rules require the party to 

demonstrate actual competition and a likelihood of competitive 

injury if the information is disclosed. 

KRS 

The material which BellSouth seeks to protect contains 

confidential cost information that is considered proprietary to 

BellSouth. Public disclosure of this information would provide 

BellSouth's competitors with an unfair advantage. 

valuable to competitors and potential competitors in formulating 

strategic plans for entry, pricing, marketing and overall 

business strategies. This information relates to the competitive 

interests of BellSouth and disclosure would impair the 

competitive business of BellSouth as well as the third party 

vendors. 

the Commission in this docket, see April 3 ,  2001 letter of Thomas 

M. Dorman, and also in previous dockets. 

The data is 

This type of information has been held confidential by 

Several of BellSouth's current competitors, including 

Complainant, Covad, and Rhythms Netconnection, have publicly 

announced their intention to enter, or in fact have entered, the 

market to provide DSL services. Additionally, several potential 

competitors have likewise indicated their intention to enter the 

DSL market to compete with BellSouth. Business information such 

as that requested here would be extremely valuable to competitors 

in developing competitive business strategies, networks and 

2 



operations, designing their service offerings and, marketing 

plans for those services. 

As further grounds for this Petition, BellSouth states as 

follows: 

(1) The information as to which BellSouth is requesting 

confidential treatment is not known outside of BellSouth; 

( 2 )  The information is not disseminated within BellSouth 

and is known only by those BellSouth's employees who have a 

legitimate business need to know and act upon the information; 

( 3 )  BellSouth seeks to preserve the confidentiality of this 

information through all appropriate means, including the 

maintenance of appropriate security at its offices; 

( 4 )  The disclosure of this information would cause 

competitive injury to BellSouth in that it would provide 

BellSouth's competitors with sensitive financial data with 

respect to certain of BellSouth's services; and 

(5) By granting BellSouth's Petition there would be no 

damage to any public interest in disclosure. 

would be best served by non-disclosure because competition would 

In fact, the public 

thereby be promoted. 

For the foregoing reasons, BellSouth asks that its petition 

for confidential treatment of portions of the Response and cost 

studies be granted. 



.r 
b 

Respectfully submitted, 

Dorothy J. Ch&drs 
601 West ChestGt Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R .  Douglas Lackey 
J. Phillip Carver 
Suite 4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS , INC. 

391550 
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c 
EDITED 

RESPONSE TO MR. THOMAS DORMAN’S LETTER OF MAY 30,2001 

1. Why has the work time for completion of specific tasks involved in DSL 
installation and other tasks dramatically increased in the most recent nonrecurring cost 
study as compared to the original cost study? 

Answer: The original ADSL cost study for BellSouth ADSL service was performed in 
1998 before BellSouth began actual ADSL deployment. As a result, the study included a 
number of estimates based on BellSouth’s limited experience at that time. Many aspects 
of how BellSouth processes and provisions orders for ADSL have changed since that 
original study, and BellSouth has since matured as an ADSL service provider. These 
changes have resulted in reductions of the nonrecurring costs for some components, but 
also have resulted in increases for some nonrecurring cost components As noted below, 
BellSouth has made significant investment in systems, resulting in reduced work times 
associated with service orders. However, provisioning costs generally have increased 
due to changes in the type and location of ADSL equipment being deployed. 

Increased Nonrecurring Cost components 
BellSouth’s costs have increased since the original study in two main areas: the addition 
of remote DSLAM deployment and the introduction of a loop remediation process. 

Increased Remote DSLAM Deployment 
BellSouth’s initial ADSL strategy was to deploy the service in only the largest 
metropolitan areas in BellSouth’s territory. Initially, there were sixty-one central offices 
in six metros: South Florida (including Miami-Ft. Lauderdale area), Jacksonville, Fla., 
Atlanta, Charlotte, Birmingham and New Orleans. This deployment strategy primarily 
included central office based services in densely populated central offices with some 
limited remote deployment at digital subscriber loop remote terminals (RTs). At the time 
of the original study, a remote terminal provisioning process had not been developed and 
BellSouth had to estimate the cost of installing service in such an environment. 
Deployment then expanded to 30 metropolitan areas, with limited or no remote terminal 
solutions in the 24 additional metros. Finally, remotes were considered in all cities, and 
the number of MSAs with ADSL deployment increased to over 72’ metro and rural areas 
by the end of 2001 in 1025 central offices. 

Loop Remediation 
BellSouth initially planned on using loop records to pre-qualify customers at the time of 
an order. If records indicated that ADSL service was possible via ADSL overlay of that 
particular end-user exchange line facility, installation was attempted. If, however, 
BellSouth discovered that the exchange line facility qualified due to record error, 
BellSouth’s response to the customer would have been that their designated end-user 
premises would not qualify due to an incompatible exchange line facility, and BellSouth 
would then cancel the order. 

’ 63 metropolitan areas plus nine non-metro rural areas. 
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Unfortunately, records used for the pre-qualification process resulted in a number of 
customers being disappointed by disqualification of their end-user customer loops. In an 
attempt to increase customer satisfaction, a new policy was implemented in 1999 to make 
an effort to “fix” a loop if BellSouth inappropriately pre-qualified a customer. A policy 
was implemented such that, when BellSouth told a customer that a loop would qualify, 
but upon installation it was discovered that the loop would not qualify, an effort was 
made to make the loop work. BellSouth did not, however, for the 256 Kbps x 1.5 Mbps 
optional data rate, ever condition or modify loops that did not qualify upon initial request. 
Examples of where BellSouth will modify an unqualified exchange line facility if records 
erroneously indicated it was qualified are: 

0 A single load coil exists on the loop, and it is located in such a manner that it can 
be easily removed. 

0 Noise exists on a loop that does not impact voice service, but does impact ADSL. 
(If noise were on the line that impacted voice, that loop would be repaired as a 
part of the POTS service). 
An unqualified exchange line facility that cannot support ADSL and a qualified 
exchange line facility that have a common appearance in plant facilities. In this 
case a line and station transfer (LST) will be made, swapping the exchange 
facilities. 

0 

In addition, in order to qualify more lines, BellSouth made a decision to designate certain 
exchange lines “qualified” because other ADSL qualified exchange lines could be used to 
provide the service. This decision allowed broader deployment of ADSL, but also 
increased the numbers of line and station transfers, as well as the number of times a 
Service Technician is dispatched. For example, a potential ADSL end-user may be 
served by a long loop (ie., greater than 18KFT) that is loaded (required for the voice to 
work). If this loop were routed through a remote terminal that had a remote DSLAM 
deployed, BellSouth would swap the loaded pair for the pair using the remote and 
provision ADSL using the remote DSLAM. 

As noted, this loop remediation process increased the work times required to provision 
ADSL service, but at the same time, allowed more customers to be able to purchase it. 
BellSouth still is not able to provide ADSL to all customers in all circumstances. But 
where work efforts do not create “excessive” problems (e.g., having to dig up a street in a 
major intersection in a large city to remove a load coil) BellSouth will remove load coils, 
or switch pairs to a better quality pair, if, according to BellSouth’s loop qualification 
system BellSouth has advised a customer he/she could have the service, yet upon 
installation, problems are found in the facility. 

There are still occasions where BellSouth cannot provide ADSL to a particular customer, 
and an order will have to be cancelled. Some examples of these cases include: 

0 

0 

Excessive expenditures required to remove load coils or bridge tap 
Loop is too long and cannot technically support ADSL 
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0 Loop is proper1.y loaded and load coils cannot be removed without ad\~ersely 

affecting voice service. 

The benefit of this program, which was not included in the original cost study, is an 
improvement in the overall customer experience and wider availability of ADSL. In 
addition, since BellSouth’s ADSL service is wholesaled to ISPs, this process has added 
additional reliability to the service provisioning process, giving BellSouth’s wholesale 
customers, such as ISPs, a greater level of assurance that their brand will not suffer 
because of BellSouth’s inability to provision these services. 

Cost Components Increased from Previous Study 

Address and Facility Inventory Group (AFIG) 
This group administrates the LFACS (Loop Facility Assignment Control System) 
database that assigns plant facilities for service orders. The group manually provisions 
those of orders that fall out of the mechanized process. The average work time per 
install is minutes. The small change in work times 
from the previous study is due to more accurate data obtained from understanding these 
activities more hlly after a few years of experience. See Appendix B, Worksheet 3. 

minutes, and per disconnect is 

Account Executive and Systems Designer 
These groups were not included in the initial study, as BellSouth had originally planned 
to market ADSL service directly to end-user customers. These groups support wholesale 
customers as an interface into BellSouth. 

Before the sale, the Account Executive makes initial and follow-up sales calls and 
presentations, proposals, and answers follow-up questions. After the sale, the account 
exec sets up necessary meetings with the client and handles ongoing issues, troubles, and 
operational changes involved in getting the customer service. On average, this takes 
minutes per Virtual Circuit, or end-user customer. 

The Systems Designer travels with the Account Executive and is involved on the Design 
side with the same hnctions, including sales calls, presentations, and post sales meetings. 
The average time per Virtual Circuit for this workgroup is minutes. See Appendix B, 
Worksheet 1. 

Central Office Installation & Maintenance Technician 
This workgroup makes physical wiring connections on the frame at the time of order, 
tests for load coils and sync at the frame and makes any necessary adjustments to achieve 
sync at the frame. This may include checking the wiring to the DSLAM, checking for 
missing plugs, and making any necessary changes to achieve sync at the frame. The 
average time per order is minutes to install and minutes to disconnect. These are 
slightly different from the original study, which did not include any testing for sync or 
load coils at the frame activities. Sync at frame was a work effort added to reduce the 
time the I&M forces needed to be dispatched and to ensure ADSL connectivity before 
closing the order. See Appendix B, Worksheet 5. 
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Work Management Center 
This group monitors the orders and is responsible for dispatch and administration of the 
order. This function is needed to ensure work proceeds on schedule. The average time 
per order is minutes per disconnect. This workgroup was 
not identified in the original study. See Appendix B, Worksheet 6.  

minutes per install and 

Circuit Capacity Management (CCM) (JG58) 
The CCM gets involved when something goes wrong with an order in the Central Office . 
They must then trouble-shoot the problem and work out an acceptable solution. The 
average time per order for this function is minutes. This workgroup was not included 
in the original cost study. See Appendix B, Worksheet. 8. 

Outside Plant Engineering 
This group is involved when orders require loop modifications to provide ADSL service. 
The group reviews company records for loop changes that will allow the customer to 
receive service, such as a Line and Station Transfer. In the original study the intent was 
to provide service only to customers where loop changes would not be required. 

The average time for this function is minutes. The function did not exist in the 
original study because the original intent was to cancel the service order for any line 
requiring a Line and Station Transfer or deloading of facilities in order to work. See 
Appendix B, Worksheet 9. 

Outside Plant Construction (OSPC) 
The OSPC performs the outside plant work authorized by an engineering work order. 
This group is involved when either a Bridge Tap or Load Coil removal is necessary to 
provide service where it was physically present but did not appear on company records. 
The group sets up its operation, opens and closes a splice and removes bridge tap or 
removes load coil(s) from pairs. Since this is a last resort solution, it only averages 
minutes per order. Again, this solution was not considered in the original cost study, as 
BellSouth did not plan to attempt to provide ADSL service where the exchange line 
facility was found not to qualify, after the order was taken. See Appendix B, Worksheet 
10. 

Installation and Maintenance (I&M) (POTS Service Technician) 
This workgroup travels to the remote DSLAM unit (and sometimes to the Customer 
Premises) for all remote installations. They make the cross connects at the remote cross 
box, test the line for sync, talk with the end user to verify “POTS” service has not been 
adversely affected by the ADSL- driven work, and close out the orders. Due to some 
loop designs, the technician cannot always turn up the ADSL service. When this occurs 
the order is sent to Outside Plant Engineering. Once engineering determines a solution, 
the I&M technician will make a second trip to the remote DSLAM to perform the work 
required (e.g., to do a Line and Station Transfer, remote wiring, etc.(test the loop)) to 
provide the DSL service. The technician then travels to the Customer Premises in those 
cases where a “sync at the Network Interface Device (NID)” is necessary to verify 
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service. I&M is involved with all Line and Station Transfers, even those with Central 
Office solutions. 

Additionally on central office based solutions, this work group travels to the field cross 
connect location (interface) to perform Line and Station Transfers when service is 
provided via available DSL qualified pairs in the interface. Again this work effort was 
not envisioned in the original study. 

The original study assumed that BellSouth would deploy strategically in major 
metropolitan areas only, relying heavily on Central Office DSLAMs to provide service to 
customers. Little I&M involvement was necessary. Largely at the behest of state 
commissions and wholesale customers eager to see ADSL available to as many end-user 
consumers as possible, BellSouth is rapidly deploying remote DSLAM solutions that 
require much greater I&M time. See Appendix B, Worksheet 7. 

The cost study provided to the KPSC on May 18, 2001 indicated that this work function 
averaged 
error in its calculations due to the rush to provide information to the Commission in a 
5-day interval. This input has been corrected to hours per order. This time is based on 
current processes and technologies and does not include the added time fbture fiber to the 
curb ADSL solutions will cause when they are deployed. A corrected Nonrecurring Cost 
Summary is attached at Appendix A. 

hours per service order. Upon review of the study, BellSouth found an 

Nonrecurring Increases - Summary 
The times for several functions have increased since the last study as a result of both 
actual experience and changes in BellSouth deployment strategy and policies. The major 
increase in work times was for the service technician (I&M). This increase is primarily a 
result of the two major initiatives: increasing deployment of remote DSLAMs at RTs, and 
loop remediation. In addition, as newer technologies (which have not been included in 
this cost study) are being introduced into the outside plant network, these may also result 
in increased work times for the service technician. For example, provisioning of ADSL 
on fiber-to-the-curb technology. The first service ordered on new fiber to the curb 
technologies will require an additional two hours of the technician’s time to modify the 
Optical Network Unit to be ADSL capable. A comparison between these two 
nonrecurring cost studies is attached as Appendix C. 

Nonrecurring Cost Decreases 
Reduction in certain nonrecurring cost centers is a result of the mechanization efforts 
BellSouth has made to developing and improving systems supporting ADSL. 

Customer Service Associate (CSA) 
the CSA is a support person in the Data Support Group (DSG). The CSA handles all 
ADSL orders. For those orders that do not flow through the system, which is 
approximately of the time, greater manual intervention is necessary. This person 
validates orders (installations) in Service Order Control System (SOCS) and Service 
Order Entry Gateway (SOEG) systems and posts disconnects in these systems, responds 
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to NSP questions as well as internal inquiries, and makes corrections for erroneous 
disconnects and other unprocessed fallout. BellSouth has gone to considerable expense 
to develop systems to process the orders, resulting in a drop in this work time from the 
original study ( minutes) to the current minutes for an installation. The original study 
did not include any disconnect time, but experience has proven that this group is involved 
in the disconnect process and must handle all fall out disconnect orders manually. The 
average work time for this is minutes. See Appendix B, Worksheet 2. 

Data Support Group Technician 
The Data Support Group (DSG) was developed from the Data Customer Support Center 
to handle only ADSL orders. The DSG processes service orders through the Network 
Management System and manually does the translations for those orders that fall out of 
the mechanized systems. This process was originally manual but has since been 
mechanized. As a consequence, work times have decreased dramatically. Initially, it 
took a clerical person minutes to complete each order. 
With the new systems in place, the clerical function has disappeared and the technician 
spends only minutes average per order. See Appendix B, Worksheet 4. 

minutes and a technician 

2. 
information. 

Account for any cost decreases associated with no Ionger needing to track tier 

Answer: This activity would have been performed by an account executive. The time to 
do this activity was not identified in the original filing. 

3. Further 
explain if these references are duplicative of BellSouth’s cost recovery from basic 
charges. 

Explain the references in BellSouth’s cost study to I&M for POTS. 

Answer: These references do not duplicate BellSouth’s cost recovery from basic 
charges. Some confusion about this work group was caused in the study submitted to the 
Kentucky Commission due to labeling. There are two work groups used in I & M cost 
development. One group works on special services (SSIM) such as design circuits 
and the other group works on POTS non-designed circuits (I&M- POTS). A 
subgroup of the POTS I&M work group is specially trained for ADSL installation. The 
work efforts shown in this study include only those directly associated with an ADSL 
order. 

4. Explain what is meant by “work functions, such as job grade 57.” 

Answer: In developing a cost for a work activity BellSouth’s cost development model 
requires a job function code (JFC) in order to identify the labor rate associated with the 
work group. When a management person is performing the activity, the management job 
grade (57, 58 or 59) is used. When a particular wage scale group is identified, that wage 
scale is used. The cost model then applies its own descriptions of the work groups to the 
output sheet based on the JFC used. 

6 I 
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For the studysuhmitted,.the Job Grade 57 is an Outside Plant Engineer, the Job Grade 58 
is a Circuit Capacity Manager, and the Wage Scale 32 is used once for the Customer 
Service Associate and once for the Data Support Group Technician. These are reflected 
on Appendix A, Workpaper 1, attached. 

5 .  Supply work time calculations and labor rates. 

Answer: See Appendix A, Workpaper 1, for labor rates and Appendix B, Worksheets 1 - 
10, for work time calculations. 

6 .  
that was supplied to the KY Public Service Commission. 

Supply work papers for cost support for the most recent nonrecurring cost study 

Answer: See Appendix B. 

391673 
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NONRECURRING UNIT COST DEVELOPMENT 

Account Executive 8 Svstems Desianer 
(Times in hours) AE - SD 
Initial Sales Calls 
Presentations 
Follow-up Calls / Presenatations 
Proposals 
Follow-up Questions 

Post Sales 
Set up Meetings 
Provisioning (ATM, etc) 

Ongoing issues (troubles, 
operationsal changes, etc) 

Total time (hours) 
Total time (minutes) 

Approximate number NSP's 

Total time (minutes) 

Approximate DSL lines installed 

Time per line (minutes) 
Time per line (hours) 

r 0 

Appendix B 
Worksheet 1 
EDITED 



NONRECURRING UNIT COST DEVELOPMENT 

Customer Service Associate 

Install: 
Handles all orders manually for minutes each 
Handles fallout orders completely manually for 
Fallout 

minutes each 

Install time = ( minutes * ) + ( minutes * ) = minutes = hours 

Disconnect: 
Handles all orders manually for minutes 
Handles fallout order completely manually for 35 minutes each ' 

Fallout 

Disconnect time = ( minutes ) + ( minutes * ) = minutes = hours 

Appendix B 
Worksheet 2 
EDITED 

0 



NONRECURRING UN!T COST DEVELOPMENT 

Address and Facility lnventow Group (AFIG) 

Appendix 81 
Worksheet 3 
EDITED 

Mostly mechanized process, takes 
Fallout 
Additional time for LST is minutes, which happens 

minutes install / minutes disconnect when order falls out 

of the time. 

Total Install = ( min ) + ( min ) = minutes = hours 
Total Disconnect = min = minutes = hours 

0 0 



NONRECURRING UNIT COST DEVELOPMENT 

Diaital Services Grouo (DSG) Tech 

Install: 
Handles fallout orders completely manually for 
Fallout 

minutes each 

Install time = minutes * = minutes = hours 

Disconnect: 
Handles fallout order completely manually for 
Fallout 

minutes each 

Disconnect time = minutes = minutes = hours 

Appendix 6 
Worksheet 4 
EDITED 

0 



NONRECURRING UNIT COST DEVELOPMENT 

Central Office Install 8 Mtce Technician 

Assumes takes an average of minutes installation for'each CO based order, with 
solution: disconnects take minutes each. 

Total Install: minutes * = minutes = hours 
Total Disconnect: minutes = minutes = hours 

0 

Appendix B 
Worksheet 5 
EDITED 

orders for CO 
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NONRECURRING UNIT COST DEVELOPMENT Appendix B 
Worksheet 6 
EDITED 

Work Manaaement Center (WMC) 

Average worktime minutes per install and minutes per disconnect = hours install and hours disc 

0 - 0  
a 



NONRECURRING UNIT COST DEVELOPMEhlT 

Installation & Maintenance WM) 

Appendix !3 
Worksheet 7 
EDITED 

Average worktime per order processed through IBM is 
standard service order work, additional work due to LST, sync @ NID, and any other additional work required. 

hours (Productivity report). This includes travel, 

hours translates to minutes 

1) All remote installs require I&M time. installs are now at remote sites. 
min - minutes * - 

2) Additional worktime per NGDLC solution minutes, occurs in of remote sites. 
min - min * - 

3) of installs are CO installs. Of these require LST from provisioning systems 
* minutes - minutes * - 

4) do not require immediate I&M involvement, but require LST after CO work is done. 
7 minutes - minutes - 

5) Of the of these orders that flow through without trouble, 

minutes 

will require I&M work after the 
order has been completed. 

* * - - minutes 

The total of #I-5 is minutes 

After all this, only of the orders worked result in a working ADSL line 

minutes/ = minutes install = hours install 
No disconnect 

0 0 
e 



NONRECURRING UNIT COST DEVELOPMENT Appendix B 
Worksheet 8 
EDITED 

Circuit CaDacitv Manaaement CCM) 

Installation work only; based on hours per job when get involved, but only on in orders. 

hours ' 60 minutes per hour / ADSL lines = minutes = hours 



NONRECURRING UNIT COST DEVELOPMENT 

Outside Plant Enaineerinq (OSPE) 

Appendix 5 
Worksheet 9 
EDITED 

Assumes orders will require OSPE involvement 

1) Reads remarks on order and LQS response: searches LFACS for answer to serve customer, answer 
in SOCS. This occurs 
to post in SOCS. 

of the time and takes minutes for work, positive answer, 1 minute 

( minutes * ) + ( min * ) = minutes 
5 

2) negative answer in #1, must go further: the Designer investigates the records to determine if a 
loop arrangement can be changed to provide ADSL. If this will work, assigns work order, otherwise 
cancels the order. Positive answer in Service Order Control System, negative answer to DSG for 
cancellation. Check planned remote sites for future solution. minutes for design investigation, 
which is successful of the time, minutes for assignment of work order, minute to answer 
in SOCS with 
1 minute to post in SOCS. 

cancelled and found in future remote solution @ minutes to look up and 

( minutes * + (  minutes * ) +  ( minute * + (  minute* ) + (  minutes * ) 
+ ( minute * ) = minutes 

Total Install time = minutes @ occurrence = minutes = hours 



NONRECURRING UNIT COST DEVELOPMENT 

Outside Plant Construction (OSPC) 

Appendix B 
Worksheet 10 
EDITED 

Assumes orders will require work ( orders to OSPE, of these cannot be sewed by LST, 
* -  of remainder can be sewed via Bridged Tap or toad Coil Removal, - I  

Load Coil Removal: 
Underground: Set up manholes ( hours), openlclose splice ( hour), deload pairs ( hours); 

load coils removed, Underground, pairs unloaded. 

( hours + hour + hours) * load coils / pairs deloaded occur = hours 

Buried / Aerial: Set-up ( hour), open/close splice ( hour), deload pairs ( hours); load coils 
removed, Buried / Aerial, pairs deloaded. 

( hour + hour + hours) * load coils / pairs deloaded occur = hours 

Total Load Coil Removal = + = hours = minutes 

Bridged Tap Removal: 
Underground: Set up manholes ( hours), open/close splice ( hour), remove BT ( hours); BT 

removed, pairs unloaded. 

( hours + hour + hours) BT removed / pairs deloaded = hours 
t! 

Buried / Aerial: Set-up ( hour), open/close splice ( hour), deload pairs ( hours); BT 
removed, pairs deloaded. 

( hour + hour + hours) BT removed / pairs deloaded = hours 

Total Bridged Tap Removal = + = hours= minutes . 

Since numbers for Load Coil and Bridged Tap Removal are so close, used minutes @ occur 
minutes = minutes = hours 

0 0 
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Nonrecurring Wrktimes Comparison 

Flled M a y a  

Appendh C 
Page1012 

EDITED 

Service Order 

Account Executive w/Sales Compensation 

System Designer w/Sales Compensation 

Customer Sew ice Associate (WS32) 

Address and Facility Inventory Group (AFIG) 

Data Support Group - Technician (W S32) 

Total Service Order 

Connect 8 Test 

Central Office Install 8 Maint Technician 

Work Management Center (W MC) 

Installation 8 Maint (POTS Sv c Technician) 

Circuit Capacity Management (JGSB) 

Outside Plant Engineering (JG57) 

Outslde Plant Constnrction (OSPC) 

Total Connect 8 Test 

Install Dlsconnect 
Mlnutes Minutes 

May41 

Install Dlsconnect 
Minutes Minutes 

Service Order 

Customer Sew ice Associate 

Address and Facility Inventory Group 

Data Customer Support Center - Clerical 

Data Customer Support Center - Techniclan 

Network Infrastructure Support Center 

Total Service Order 

Qnnect 8 Test 

Central Office Install 8 Maint Technician 

Installation 8 Maint (POTS Sv c Technician) 

Total Connect 8 Test 

I II 
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Nonrecurring Vlkrktimes Comparison m c  
P m 2 0 f 2  

EDITED 

Install Dlsconnect Install Dlsconnect 
!&!4!xk!Q!n H!&!!x Houre 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the following individuals by mailing a copy thereof, this 7th 

day of June, 2001. 

Dorothy J. Ch 
/ 

Honorable Jonathon N. Amlung 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 . 
Louisville, KY 40201-1417 

i 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort, KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 



Paul E. Patton, Governor COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION -~ 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

w w w.  pscstate. ky.us 

Fax (502) 564-3460 

Ronald B. McCloud, Secretary 
Public Protection and 

Reg u I a t I on Ca bi net  

Thomas M. Dorman (502) 564-3940 

FRANKFORT, KENTUCKY 40602-061 5 

Executive Direct o r 
Public Service Commission 

June 7,2001 

Creighton E. Mershon, Sr., Esq. 
General Counsel-Kentucky 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Lou isvi I le , Kentucky 402 32 

Martin J. Huelsmann 
Chairman 

Edward J. Holmes 
Vice Chairman 

Gary W. Gillis 
Commissioner 

RE: BellSouth Petition for Confidential Protection 
Case No. 99-484 

Dear Mr. Mershon: 

The Commission has received your petition filed May 18, 2001, to protect as 
confidential the response to the Public Service Commission’s request for cost support 
associated with BellSouth’s May 15, 2001 FCC filing for ADSL Service. A review of the 
information has determined that it is entitled to the protection requested on the grounds 
relied upon in the petition, and it will 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 information may be placed in the public record. 

Sincerely, 

Thomas M. Dorman 
Executive Director 

RDUCATSON 
PAYS 

AN EQUAL OPPORTUNITY EMPLOYER M/FO I 



Dorothy J. Chambers 
General Attorney 

BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.Chambers@BellSouth.com Fax 502 582 1573 
502 582 1475 

May 30, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

MAY 3 ’ 1  2001 

RE: IgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Enclosed for filing in the above-captioned case are the 
original and ten (10) copies of BellSouth’s Reply to IgLou’s 
Response of May 25, 2001. 

Very truly yours, 

Enclosure 

cc: Parties of Record 

390358 

mailto:Dorothy.Chambers@BellSouth.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 
7 

IGLOU INTERNET SERVICES, INC., 

Complainant 
V. 

BELLSOUTH TELECOMMUNICATIONS, INC 

Defendant 

CASE NO. 99-484 

BELLSOUTH'S REPLY TO IGLOU'S RESPONSE OF MAY 25, 2001 

BellSouth Telecommunications, Inc., ( "BellSouth") by 

counsel, hereby respectfully replies to IgLou's Response of May 

25, 2001. 

On May 11, 2001, this Commission accepted, for the most 

part, BellSouth's proposed resolution to file a new interstate 

DSL tariff at the FCC. This FCC tariff eliminated volume 

discounts and created a single price applicable to all entities 

ordering DSL throughout BellSouth's region. 

tariff was filed with BellSouth's April 30, 2001 Motion to 

An illustrative 

consider this proposal. 

This Commission found that the public interest would be 

served in considering BellSouth's proposal. 

May 11, 2001, at 2. This Commission also acknowledged that, at 

least in part, BellSouth's proposal offered an excellent solution 

to the concerns raised in this case regarding provision of 

Commission Order of 



digital subscriber lines ("DSL") service to small Internet 

providers ("ISPs") . As noted, BellSouth's new FCC Tariff 

provides DSL service at a single rate. 

there is no volume commitment above the 51 line minimum and 

shortfall charges associated with channels above the 51 line 

minimum are removed. 

Under the new tariff, 

The proposed new tariff increased 

nonrecurring charges and continued termination liability charges. 

This Commission found unacceptable the increase in the non- 

recurring charge and continuation of the termination liability 

charge for an end user who changes ISPs but continues to receive 

service over BellSouth's DSL facilities without the provision of 

cost support. However, this Commission expressed willingness to 

revisit both of these issues upon the submission of supporting 

cost information. 

BellSouth proceeded with its proposal and filed the proposed 

tariff with the FCC on May 14, 2001, to be effective May 29, 

2001. In accordance with the Commission's request for cost 

justification for the increase in the nonrecurring charge and to 

continue the termination liability charge, BellSouth also filed, 

on May 18, 2001, on a proprietary basis, the cost support 

associated with its May 15, 2001 FCC filing for ADSL service. 

Subsequent to BellSouth's tariff filing at the FCC, 

Earthlink, Inc. ("Earthlink") intervened at the FCC, raising some 

of the same issues that have been considered by this Commission. 

2 



After review of 

the FCC tariff, 

Earthlink’s petition and BellSouth’s response’, 

with one revision2, has become effective and is 

deemed lawful by operation of Section 204 of the Communications 

Act. If the FCC had found BellSouth’s filing to be unlawful, or 

had believed that the intervention raised any legitimate 

questions of lawfulness warranting suspension or investigation 

the FCC would not have allowed the iariff to become effective. 

Accordingly, BellSouth‘s tariff at the FCC is lawful. 

IgLou suggests that BellSouth‘s cost support for the new FCC 

tariff cannot be trusted because of a 1999 FCC audit finding 

regarding BellSouth‘s Continuing Property Records. 

attempt to belatedly interject unrelated audit reports into this 

matter is neither permissible under due process standards, nor is 

it of any probative value. 

totally unrelated to the subject of ADSL services. 

Nevertheless, the FCC audit report actually demonstrates what 

BellSouth has contended all along, i.e., BellSouth is closely 

scrutinized by its auditors and federal regulators. However, in 

the last analysis, as the Audit Manager for the Florida PSC 

concluded after reviewing these FCC documents very closely, 

IgLou‘s 

This two-year old FCC document is 
a. 

3 

BellSouth’s Continuing Property Records 

1 

are subject to no 

See Reply, Transmittal No. 590, Exhibit 1. 
By transmittal 591 the minimum period for virtual circuits installed between 

November 29, 2000 and May 29, 2001 is waived. 
BellSouth contested the accuracy of the FCC audit and the related 

extrapolated results. 
belief that the FCC audit was flawed. 

The Florida PSC auditors report validates BellSouth’s 

3 



disclosures, a finding tantamount to a conclusion of no deviation 

by BellS~uth.~ 

BellSouth will not address the unprofessional tone and 

inappropriate innuendo that permeate IgLou’s latest Response. 

Suffice it to say that IgLou has created, in an apparent attempt 

at humorous sarcasm, a \\counter cost study,“ complete with 

nonproprietary footnotes suggesting they serve to exemplify the 

“utter meaninglessness” of BellSouth’s cost study. 

acknowledges that its ‘cost study” is ”based on absolutely 

nothing.” [emphasis in original] IgLou Response at 4 .  

Accordingly, IgLou’s sarcasm notwithstanding, BellSouth urges the 

Commission to disregard IgLou’s response and rely upon 

BellSouth‘s cost study which is based on appropriate 

documentation and performed in accordance with accepted 

methodology. 

IgLou 

IgLou continues to rely on rhetoric rather than substance in 

an attempt to create the impression that BellSouth has failed to 

comply with or does not fully respect this Commission’s 

authority. On the contrary, throughout this proceeding, 

BellSouth has acknowledged this Commission‘s jurisdiction on 

intrastate matters. 

to avoid the necessity of a protracted and contentious litigation 

of the jurisdictional issues. Further, BellSouth‘s proposed 

BellSouth’s proposed resolution was offered 

See, Continuing Property Records and Associated Retirements Audit, Docket 
No. 920260-T1, Exhibit 2. 

4 



resolution, as this Commission has recognized, offers an 

excellent solution to many of the concerns raised in this 

proceeding. As this Commission also noted, elimination of the 

tiered structure eliminates the Commission's concern that 

"smaller ISPs simply cannot purchase the services their customers 

request in the volume necessary to receive the lowest tier 

price." May 11, 2001 Order at 3 ,  and November 30, 2 0 0 0  Order at 

9. 

BellSouth proceeded with its filing in good faith because it 

believed it satisfied the predominant concerns expressed by this 

Commission and even by the Complainant. 

offered a proposed resolution, but did not simultaneously file 

the proposal with the FCC, pending this Commission's review of 

it, IgLou complained that if BellSouth were proceeding in good 

faith, it would simply file the tariff at the FCC. 

Response of January 4, 2001, at 6. 

the media that it is quite pleased with this resolution, it is 

clear that IgLou will not acknowledge in its filings to this 

Commission that any resolution proposed by BellSouth ever will be 

acceptable. 

When BellSouth earlier 

IgLou's 

Despite IgLou's position in 

CONCLUSION 

BellSouth has taken this proceeding very seriously and has 

proceeded in good faith to file at the FCC the resolution it 

proposed. 

significant advantages in this resolution of the parity issue 

BellSouth believes this Commission has recognized the 

5 



with the single pricing proposal. BellSouth also has filed 

appropriate cost support to address the two items about which 

this Commission expressed concern. BellSouth respectfully urges 

this Commission to accept BellSouth’s filing at the FCC as the 

resolution of this matter. 

Respectfully submitted, 

601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
J. Phillip Carver 
Suite 4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

367458 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D.C. 20554 

In the Matter of 1 
) 

BellSouth Telecommunications, Inc. 1 Transmittal No. 590 
Tariff FCC No. 1 1 

REPLY 

BellSouth Telecommunications Inc. ("BellSouth") hereby replies to the Petition To 

Reject or In the Alternative, To Suspend and Investigate the above referenced Transmittal filed 

by Earthlink, Inc ("Earthlink"). 

On May 14,2001, BellSouth filed Transmittal 590 in which BellSouth restructured the 

rates for virtual circuits associated with its low speed ADSL service. The major features of the 

restructure were that BellSouth replaced the volume, banded rate structure with a non-volume r .  

sensitive structure. At the same time, BellSouth eliminated shortfall charge associated with the 

volume-based rate structure' and increased the nonrecurring installation charges. 

Earthlink alone opposes the tariff filing. It asks the Commission to reject or, in the 

alternative, suspend the filing. As an initial matter, Earthlink fails to provide any basis for the 

Commission to reject the Transmittal. Rejection of a tariff can only be justified by a 

Earthlink expressed concern that it would be subject to a shortfall charge associated with I 

a volume commitment under the old rate structure. Once the restructure becomes effective 
Earthlink is relieved of its volume commitment and would have no shortfall liability for such 
commitment. BellSouth's ADSL tariff, however, retains a six month minimum period per VC 
installed and a termination charge would apply in the event the six month minimum period is not 
met. 

EXHIBIT 1 e 



demonstration that the filing is patently unlawful, e.& a violation of a commission rule or order.2 

Earthlink has not even alleged, let alone demonstrated such unlawfulness. Accordingly, 

rejection is clearly unwarranted. 

With regard to its request for suspension and investigation, Earthlink’s petition fails to 

show that BellSouth’s filing raises substantial questions of lawfulness that would warrant either 

suspension or investigation. Earthlink’s complaints essentially fall into two categories. First, 

Earthlink objects to the rate increases and argues that they are contrary to the public interest. 

Second, Earthlink contends that the filing is objectionable because it was not accompanied by 

cost information. 

The mere fact that a tariff filing proposes to increase rates does not automatically raise 

questions of lawfulness. While Earthlink’s expectations may not coincide with BellSouth’s 

restructure, the marketplace and the customers to be served by BellSouth are far broader than just 

the few urban markets that Earthlink serves in the BellSouth region. In making its decision to 

restructure its low speed ADSL offering, BellSouth reevaluated the market after nearly two years 

of experience with its ADSL tariff and determined that a non-volume structure at this time would 

meet the needs across the broad spectrum of potential ISP users. As such, BellSouth’s 

restructured offering is pro-competitive in that it will appeal to a wide variety of potential 

customers regardless of size and, indeed, expand the universe of ISPs that undertake to provide 

high-speed internet service. Thus, contrary to Earthlink’s view, BellSouth’s restructure is 

United Video, Inc., 49 FCC 2d 878,880 (1974). recon denied, 55 FCC 2d 5 16 (1975). 
See also Associated Press v. FCC, 448 F.2d 1095, 1103 (1971); Municipal Light Boards, etc. 
Mass v. FPC, 450 F.2d 134 1, 1346 ( 197 1 ). 

1 

2 



consistent with the Commission policies to promote the deployment o1 advanced services such 

as DSL and, thereby, serves the public intere~t.~ 

Earthlink’s second category of objections, the absence of cost information, is pure 

makeweight. BellSouth is subject to the Commission’s price cap rules. Under those rules, 

BellSouth is not required to submit cost support for rate restructures or rate changes. Instead, 

BellSouth is required to demonstrate that after taking into account the restructure and the 

changed rates that BellSouth’s services remain within applicable price cap limits. The economic 

information accompanying BellSouth’s filing, that Earthlink so cavalierly dismisses, 

demonstrates that BellSouth has fully complied with the Commission’s rules. The Commission 

I 

I 

- 
l 

is without reason to suspend BellSouth’s filing for failing to provide information that it is not 

required to file in the first in~tance.~ 

The fact that the restructure also results in an increase in rates for some customers (and a 
decrease for others) does not tarnish BellSouth’s filing. The rates filed in the restructure remain 
competitively sound and will prove an attractive rate that will expand DSL penetration. 
Moreover, while Earthlink attempts to portray BellSouth ADSL as the only broadband 
alternative available to ISPs, such a portrayal is contrary to the facts. Indeed, Earthlink has been 
a pioneer in establishing broadband access arrangements with cable and satellite TV providers. 

BellSouth has no obligation to submit cost information, BellSouth wants to assure the 
Commission that its rate changes are not arbitrary events as Earthlink suggests. BellSouth’s 
installation charge does not exceed its nonrecurring cost. 

3 

One of Earthlink’s complaints is with the increase in nonrecurring charges. Although 4 

3 



BellSouth’s filing fully comports with applicable Commission rules. Accordingly, the 

Commission should deny Earthlink’s petition. 

Respectfully submitted, 

BELLSOUTH TELECOMMUNICAITONS. INC. 

\ y 
By: i <  

Richard M. Sbaratta - ‘ 
Its Attorney 

BellSouth Corporation 
Suite 4300 
675 West Peachtree Street, N. E. 
Atlanta, Georgia 30375-0001 
(404) 335-0738 

Date: May 23,2001 
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CERTIFICATE OF SERVICE 

I do hereby certify that I have this 23'd day of May 2001 served the following parties to 

this action with a copy of the foregoing REPLY by hand or by placing a copy of same in the 

United States Mail. addressed to the parties listed below. 

*Magdie Roman Salas 
Office of the Secretary 
Federal Communications Commission 
The Portals, 445 Twelfth Street, S. W. 

Washington, D. C. 20554 
TW-A 325 

*International Transcription Service 
The Portals, 445 Twelfth Street, S. E. 
Suite CY-B404) 
Washington, D. C. 20554 

Donna N. Lampert 
Melissa A. Roover 
EarthLink, Inc. 
Lampert & O'Connor, P. C. 
Suite 600 
1750 K Street, N. W. 
Washington, D. C. 20006 

' r 
? - 

David N. Baker 
Vice President - Law and Public Policy 
EarthLink, Inc. 
1375 Peachtree Street, N.W. 
Level A 
Atlanta, Georgia 30309 

*Judith A. Nitsche, Chief 
Tariff and Price Analysis Branch 

of the Competitive Pricing Branch 
Federal Communications Commission 
The Portals, 445 Twelfth Street, S. W. 
Washington, D. C. 20554 

*Jane E. Jackson 
Chief, Competitive Pricing Division 
Common Carrier Bureau 
Federal Communications Commission' 
The Portals, 445 Twelfth Street, S. W. 
Washington, D. C. 20554 

f i *  A 
Juanita H. Lee 

* VIA HAND DELIVERY 
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Rhundu I licks, Audit Supervisor 
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Honorable Jonathon N. Amlung 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 
Louisville, KY 40201-1417 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort, KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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COMMONWEALTH OF KENTUCKY 

M M  3 O2QQU BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., 
1 

Complainant 1 

1 

1 

V. 1 CASE NO. 99-484 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 

Defendant 1 -  

BELLSOUTH'S REPLY TO IGLOU'S RESPONSE OF MAY 25,  2001 

BellSouth Telecomunicatione, Inc., (*'BellSouth'') by 

couneel, hereby respectfully replies to IgLou's Reeponse of May 

25, 2001. 

On May 11, 2001, t h i s  Commission accepted, for the most 

part ,  BellSouth's proposed resolution to file a new interetate 

DSL tariff at the FCC. Thie FCC tariff eliminated volume 

discounts and created a single price applicable to all entitiee 

ordering DSL throughout BellSouth'e region. An illustrative 

tariff was filed with BellSouth'e April 3 0 ,  2001 Motion to 

consider thie proposal. 

This Commission found that the public interest would be 

eerved in considering BellSouth's proposal. 

May 11, 2001, at 2 .  This Commission also acknowledged that, at 

least in part, Bellsouth's proposal offered an excellent eolution 

to the  concerns raised in this caae regarding provieion of 

Conhission Order of 



a s 3 w a i  i6:i6 BST KY LEGAL DEPT 3 MARTIN HEULSMANN 

d i g i t a l  subscriber lines ( " 8 6 L ' f )  service to small Internet 

providers ( h I S P s " ) .  Id. A8 noted, BellSouth'.s new FCC Tariff 

provide0 DSL service at a single rats. 

there is no volume commitment above the 51 l-ine-minimum and 

Under the new tariff, 

shortfall charges associated with channele.above the 51 line 

minimum are removed. The proposed new tariff increased 

nonrecurring chargee and continued termination liability charges. 

This Commiaeion found unacceptable the increase in the non- 

recurring charge and continuation of the termination liability 

charge for an end user who change8 ISPe but continues to receive 

service over BellSouth' a DSL facilities without .the provieion of 

coet  eupport. However, t h i s  Cornlesion expreesed willingnees to 

revieit both of these Sseuee upon the submieeion of supporting 

coet information. 

BellSouth proceeded with its proposal and filed the propoeed 

tariff with the FCC on May 14, 2001, to be effective May 29, 

2001. In accordance with the Commission's requeet for cost 

justification for the increase in the nonrecurring charge and to 

continue the termination liability charge, BellSouth also filed, 

on May 18, 2001, on a proprietary baeie, the cost eupport 

aseoclated w i t h  its May 15, 2001 FCC filing for ADSL service. 

Subeequent to BellSouth'e tariff filing at the FCC, 

Earthlink, Inc. ("Earthlink") intervened at the FCC, raising some 

of the Bame issues that have been considered by this Commfeeion. 

2 



05/38/81 16:16 BST KY LEGAL DEPT 9 MARTIN HEULSMANN N0.731 PB84/017 1 

After review of Earthlink' 8 petition and BellSouth' s response', 

the FCC tariff, with one revisiona, hae become effective and is 

deemed lawful by operation of Section 209 of the Communications 

Act. 

had believed that the intervention raieed any legitimate 

questions of lawfulness warranting suspeneion or investigation 

the FCC would not have allowed the tariff to become effective. 

Accordingly, BellSouth'e tariff at the FCC ie lawful. 

If the FCC had found BellSouth's filing to be unlawful, or 

IgLou euggeete that BelbSouth'e cost support for the new FCC 

tariff cannot be trusted because of a 1999 FCC audit finding 

regarding BellSouth'a Continuing Property Records. 

attempt to belatedly interject unrelated audit reports into this 

matter ie neither penniesible under due procees .etandarde, nor is 

IgLou's 

it of any probative value. This two-year old FCC document ie 
totally unrelated to the subject of ADSL eervices. 3 

Nevertheleee, the FCC audit report actually demonstrates what 

BellSouth has contended all along, i . e . ,  BelPSouth i e  closely 

acrutinized by its auditors and federal regulatore. However, in 

the last analysie, as the Audit Manager for the Florida PSC 

concluded after reviewing these FCC documente very closely, 

BellSouth'e Continuing Property Records are subject to no 

See Reply, Transmittal No. 590, Exhibit 1. 
' By transmittal 591 the minimum period for virtual Circuits installed between 
November 2 9 ,  2000 and May 29,  2001 is waived. 
' BellSouth contested the accuracy of  the FCC audit and the related 
extrapolated reoulre. 
hel.!.ef that  che FCC audit woe flawed. 

The Florida PBC auditor8 report validates BellBouth'e 

3 
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disclosures, a finding tantamount to a conclusion of no deviation 

by BellSouth. 

BellSouth will not address the unprofessional tone and 

inappropriate innuendo that  permeate IgLOU'S latest Responee. 

Suffice it to say that IgLou haa created, in an apparent attempt 

at humorous sarcasm, a "counter coet study," complete with 

nonproprietary footnotes suggesting they aerve to exemplify t h e  

"utter rneaninglesenese" of BellSouth'e cost etudy. IgLou 

acknowledgesr that ite "cost study" ie '\based on -abeolutely 

nothing." [emphaaia in original] IgLou Reeponee at 4. 

Accordingly, IgLou's aarcasm notwithstanding, BellSouth urges the 

Commiseion to disregard IgLou's response and rely upon 

BellSouth's cost study which is baeed on appropriate 

documentation and performed in accordance with accepted 

methodology. 

IgLou continues to rely on rhetoric rather than eubstance in 

an attempt to create the impression that BellSouth ha8 failed to 

comply with or does not fully respect this Commission's 

authority. On the contrary, throughout this .proceeding, 

BellSouth hae acknowledged this Comiseion'e juriediction on 

intrastate matters. 

to avoid the necessity of a protracted and contentious litigation 

BellSouth's proposed resolution was offered 

of the jurisdictional issues. Further, BellSouth'e propoeed 

See, Continuing Property Recorde and Aseociated Retiremente A u d i t ,  Docket 
No. 920260-TI, Exhibit 2 .  
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resolution, as t h i e  Commission has recognized, offers an 

excellent solution to many of the concerns raised in t h i s  

proceeding. As this Commission aleo noted, -elimination of the 

tiered structure eliminate8 the Commission's concern that  

'\smaller ISPs simply cannot purchaee the servicee . their customers 

request in the  volume necessary to receive the loweet tier 

price." May 11, 2001 Order at 3, and November 30, 2000 Order at 

9. 

BellSouth proceeded with ita filing in good faith becauee it 

believed it eatiefied the predominant concerns expressed by t h i s  

Commisaion and even by the Complainant. 

offered a proposed resolution, but did not eimultaneouely file 

when BellSouth earlier 

the proposal with the FCC, pending this Commissionfs review of 

it, ]cgLou complained that if BellSouth were proceeding in good 

fa i th ,  it would simply file the tariff at the FCC. 

Re8pOnSe of January 4 ,  2001, at 6. Despite IgLou'B poeitlon i n  

t he  media that it is quite pleased with thie resolution, it I s  

IgLou's 

c lear  t ha t  IgLou will not acknowledge in its filings to this 

Commission that any reeolution propoeed by Bellsouth ever will be 

acceptable. 

co~cLwBIow 

BellSouth has taken this proceeding very seriously and has 

proceeded in good faith to file at the FCC the resolution it 

propoeed. 

significant advantages in this reeolution of the parity issue 

BellSouth believes this Commiseion hae recognized the 

5 
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with the single pricing proposal. 

appropriate coet  support to address the two items about which 

thie Commission expressed concern. 

th ie  Commieeion to accept BellSouth's filing at the FCC a8 the 

reeolution of t h i s  matter. 

BellSouth also has filed 

BellSouth respectfully urges 

Reepectfully eubmitted, 

601 West Cheetnut 'Street, Room 407  
P. 0 .  Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
J. Phillip Carver 
Suite  4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, ZNC. 

3 6 7 4 5 0  
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washlngton, D.C. 20SM 

In the Matter of 1 
) 

BellSouth Telecommunications. Inc. 1 Tmsmittsl No. 590 
Tariff FCC No. 1 ) 

BellSouth TelecommunicatIons Inc. ("BellSouth") hereby replies to the Petition To 

Reject or In the Alternative, To Suspend and Investigate the above referenced Transmittal filed 

by Earthlink, Inc ("Earthlink"). 

On May 14,2001, BellSouth filed Transmittal 590 in which BellSouth restructured the 

rates for virtual circuits associated with i ts  low speed ADSL service. The major features of the 

restructure were that BellSouth replaced the volume. banded rate stsuctwe with a non-volume 

sensitive structure. At the same time, BellSouth eliminated shortfall charge associated with the 

volume-based rate structure' and increased the nonrecurring insmllation charges. 

. I  

Earthlink alone opposes the lariff filing. It asks the Commission to rcjeci or, in the 

alternative, suspend the filing. As an initial malter, Earthlink fails to provide any basis for the 

Commission to reject the Transmittal. Rejection of a tariff can only be justified by a 

' 
a volume commitment under the old rate structure. Once the restructure becomes effective 
Earthlink is relieved of its volume commitmcnt and would have no shonfall liability for such 
commitment. BellSouth's ADSL tariff, however. retains a six month minimum period per VC 
installed and 0 remination charge would apply in the event the.six month minimum period is not 
met. 

Eanhlink expressed concern that it would be subject IO a shortfall charge associated with 
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demonstration that the filing is patently unlawful, e+, a vio1,ation of a-commission d e  or order,’ 

Earthlink has not even alleged, ler alone demonsrrawed such unlawfulness. Accordingly, 

rejection is clearly unwarranted. 

With regard to its request for suspension and investigation, Earthlink’s petition fails to 

show that BellSouth’s filing raises substantial questions of lawfulness that would warrant either 

suspension or investigation. Earthlink’s complaints essentially fall into two categories. First. 

Earthlink objects to the rate increases and argues that they M= conultfy to the public interest. 

Second, Eiwhlink contends that the filing is objectionable because i t  was not accompanied by 

cost information. 

The mere fact that a tariff filing proposes to increase rates does not eutomatically raise 

questions of lawfulness. While Eanhlink’s expectations may not coincide with BellSouth’s 

restructure. the marketplace and the customers 10 be served by BellSouth we far broader than just 

the few urban markets that Earthlink serves in the BellSouth region, In making its decision to 

restmcture its low speed ADSL offering. BellSouth reevaluated the market aftct nearly two years 

of experience with its ADSL tariff and determined that a non-volume stmcturc at this time would 

meet the needs across the broad spectrum of potential ISP users. As such, BellSouth’s 

restructured offering i s  pro-competi1ive in that ir will appeal to a wide variety of potential 

cuaomcrs regardless of size and, indeed, expand the universe of ISPs that undenalce IO provide 

high-speed internet service. Thus, contrary to Earthlink’s view, BellSauth’s restructure is 

United Video, Inc., 49 FCC 2d 878,880 (1974). recon denied, 55 FCC 2d 516 (1975). 
See also Associated Press v. FCC, 448 F.2d 1095, 1 103 (1971); Municipal tight Boards, eic. 
Mass Y. FPC, 450 F.2d 1341, 1346 ( 1971 1. 

2 
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consistent with the Commission’s policies to promore the deployment of advanced services such 

as DSL and, thereby, serves the public inrerest.’ 

Earthlink’s second category of objections, the absence of cost information, is pum 

makeweight. BellSouth is subject to the Commission’s pflcc cap rules. Under those rules, 

BellSouth i s  not required to submit cost support for rate restructures or rote changes. Instead, 

BellSouth is  required to demonstrate that after raking into account the restructure and the 

changed rates thet BellSouth’s services remain witbin applicable price cap limits. The economic 

information accompanying BellSouth’s filing, that Eanhlink so cavalierly dismisses, 

demonstrates that BellSouth has fully complied with the Commission’s rules. The Commission 

i s  without REISOR to suspend BellSouth’s filing for failing to provide information that it  is not 

required to file in the first instance! 

The fact that the ccsuucture also results in an increase in rates for some customers (and a 
decrcasc for others) does not rmish BellSouth’s filing. The rates filed in the restructure remin 
competitively sound and will prove an attractive rate that will expand DSL penemtion. 
Moreover, while Earthlink attempts to portray BellSouth ADSL as the only broadband 
alternative available to ISPs, such a portrayal is contrary to the facts. Indeed. Emblink has been 
a pioneer in establishing broadband access arrangements witb cable and sarclliic TV providers. ’ 
BellSouth has no obligation to submit cost information, BellSouth wants to assure the 
Commission that its ratc changes are not arbitrary events 8s Eanhlink suggests. BellSouth’s 
insrollation charge daes not exceed its nonrecurring cost. 

3 

One of Earthlink3 complainrs i s  with the increase in nonncumng charges. Although 

3 
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BellSouth’s filing fully comports with applicable Commission rules. Accordingly, rhe 

Commission should deny Eiythlink’s petition, 

Respect fu I I y su bmi ttcd, 

BELLSOUTH TELECOMMUNICAITONS. DIG. 

By: - 
Richard M. Sbaratta 

Its Attorney 

BellSouth Corporaion 
Suite 4300 
675 West Peachtree Street, N. E. 
Atlanta Gcoqia 3037S-o(wI 
(404) 335-0738 

Date: May 23,2001 

4 
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I do hereby cenify that I have this 2P '  day of May 2001 served Ihe followin8 panics to 

this acfian with a copy of the foregoing REPLY by hand or by placing a copy of same in the 

United States Mail, addressed to the parties listtd below. 

'Magdie Roman S a l s  
Office of the Secretary 
Federal Communications Commission 
The Portals, 445 Twelfth Street, S. W. 
TW-A 325 
Washington, D. C. 20554 

*Judith A. Nitsche, Chief 
Tariff and Rice Analysis Branch 

of the Competitive Pricing Branch 
Federal Communications Commission 
The Ponals, 44s Twelfth Street, S. W. 
Washington, D. C. 20SS 

*International Transcription Service 
The Portals, 445 Twelfth Street, S. E. 
Suite CY-8400 Common Carrier Bureau 

Donna N. Lampen 
Melissa A. Roovcr 
EanhLink, Inc. 
lampert t O'Connor, P. C. 
Suite 600 
1750 K Street, N. W. 
Washington, D. C. 20006 

%ne E. Jacbon = 

Chief, Competitive Pricing Division 

% Washington, D. C. 205% Federal Coramunications Commission 
The Portals, 445 Twelfth Street, S. W. 
Washington, D. C. 20554 

- r 

David N. Baker 
Vice President - Law and Public Policy 
EanhLinL. Inc. 
1375 Peachtree S m t ,  N.W. 
Level A 
Atlanta, Georgia 30309 

VIA RAND DEWVERY 

. 
Juanita H. Lee 

, !  . 
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Paul E. Patton, Governor 

Ronald B. McCloud, Secretary  
Public Protect ion and 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVmD 
POST OFFICE BOX 61 5 

w w w.  psc.stat e.  ky.  us 
Regulat ion Cabinet  

Thomas M. Dorman (502) 564-3940 

FRANKFORT, KENTUCKY 40602-061 5 

Executive Director Fax (502) 564-3460 
Public Service Commission 

May 30, 2001 

VIA FACS I M I LE TRANS MI SSl ON 

Creighton Mershon, Sr. 
General Counsel/Kent u c ky 
BellSouth Telecommunications, Inc. 
601 W. Chestnut Street, Room 407 
Louisville, Kentucky 40203 

Re: Case No. 99-484 

Dear Creighton: 

Mar t in  J. Huelsmann 
Chairman 

Edward J. Holmes 
Vice Chairman 

Gary W. Gillis 
Commissioner 

On May 14, 2001, the Commission ordered BellSouth to submit with the Federal 
Communications Commission its proposed tariff revisions with certain modifications required by 
this Commission to be applicable to Kentucky. BellSouth has submitted the tariff proposal with 
the FCC but has failed to make the modifications ordered by this Commission. Accordingly, the 
Commission Staff considers BellSouth to be in violation of the Commission’s Order as of May 
29, 2001, the effective date of the FCC tariff applicable to Kentucky. BellSouth failed to 
eliminate the termination liability charge for an end-use customer who switches from one ISP to 
another. BellSouth also failed to maintain its existing non-recurring fee but instead substantially 
increased the fee in direct violation of this Commission’s Order. 

The Staff has reviewed information submitted by BellSouth in the wake of the May 14, 
2001 Order. BellSouth has attempted to cost justify its increase to the non-recurring charge and 
its failure to eliminate the termination liability charge. Information supplied by BellSouth is 
insufficient for Staff to formulate an opinion about the justification of those charges. For 
example, BellSouth has dramatically increased the work time necessary for completion of 
specific tasks involved in DSL installation and other tasks. There is no explanation for this 
increase in the work hours between 1998 and 2001 cost studies. Nor is there an accounting for 
any cost decreases associated with no longer having to track tier information. Moreover, 
BellSouth’s cost study refers to installation and maintenance for POTS which may be duplicative 
of BellSouth’s cost recovery from basic charges. Work functions, such as “job grade 57,” are 
not explained. Without 
additional information, including a detailed cost of service study with supporting documentation, 
this Commission Staff cannot review the reasonableness of this cost information. 

Work time calculations and labor rates have not been supplied 

Because BellSouth has chosen to implement its tariff applicable to Kentucky in violation 
of this Commission’s Order and has failed to supply cost justification even after the fact, 
Commission Staff is prepared to recommend enforcement action to the Commission if this 

EDUCATION 
PAYS 

AN EQUAL OPPORTUNITY EMPLOYER M/FID 
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Because BellSouth has chosen to implement its tariff applicable to Kentucky in violation 
of this Commission's Order and has failed to supply cost justification even after the fact, 
Commission Staff is prepared to recommend enforcement action to the Commission if this 
matter is not remedied immediately. Thus, BellSouth should comply with this Commission's 
Orders within 5 days of the date of this letter (either by filing an amendment to the FCC tariff or 
by filing a Kentucky-specific tariff at rates the Commission has approved). At a minimum, 
BellSouth should supply cost justification and workpapers sufficient to permit adequate review of 
the rates BellSouth has placed into effect despite the Commission's Orders. Commission Staff 
is continuously available to convene a-n informal conference on these matters. Please address 
your prompt reply to me with a copy to all parties of record. 

Sincerely, 

Thomas M. Dorman 
Executive Director 

cc: Parties of 'Record 
File 

AN EQUAL OPPORTUNITY EMPLOYER MIFID 



JONATHON N. AMLUNG 
ATTORNEY AT LAW 

1000 REPUBLIC BUILDING 
429 W. MUHAMMAD ALI BLVD. 

LOUISVILLE, KENTUCKY 40202-2347 

J.D.M.B.A. 
LICENSED IN KENTUCKY, OHIO AND COLORADO 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602 

TELEPHONE: (502) 587-6838 
FACSIMILE: (502) 584-0439 

E-MAIL: jonathon@amlung.com 

May 24,2001 

RE: IgLou Internet Services, Inc. v. BellSouth Telecommunications, Inc., 
Case No. 99-484 

Dear Mr. Dorman: 

Please find enclosed for filing an original and ten (10) copies of IgLou’s Response to 
BellSouth’s filing purporting to support BellSouth’s ADSL rate increase for filing in the above- 
referenced case. 

Thank you for your attention to this matter. Please do not hesitate to contact me should you have 
any questions or concerns. 

Cordially yours, 

Enclosures 

cc: Parties of record 

mailto:jonathon@amlung.com
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In the Matter ofi @@ 

IGLOU INTERNET SERVICES, INC., 1 
1 

Complainant ) 
V. ) CASE NO. 99-484 

) 
BELLSOUTH TELECOMMUNICATIONS, INC. ) 

) 
Defendant ) 

IGLOU’S RESPONSE TO BELLSOUTH’S FILING PURPORTING TO 
SUPPORT BELLSOUTH’S RATE INCREASE 

Comes now IgLou Internet Services, Inc., by and through counsel, and hereby 

objects to BellSouth’s most recent filing purporting to support the rate increase contained 

in the revision of its federal ADSL tariff. 

BELLSOUTHS UNJUSTIFIED RATE INCREASE WILL HAMPER 
BROADBAND ROLLOUT IN THE COMMONWEALTH 

As previously stated by the Complainant as well as other Kentucky-based ISPs, 

BellSouth’s newest Federal ADSL tariff amounts to a rate increase to Internet Service 

Providers. This in turn will increase the prices that Kentucky consumers will have to pay 

to access broadband in the Commonwealth. Kentucky has a significant opportunity to 

raise the standard of living for its residents through the use of broadband technology. 

Whether through education or commerce, broadband is going play an integral role in the 

future of this State. The Commission recognized this important role of broadband in its 

November 30,2000, Order and took steps it felt necessary in thts case and others to 

facilitate the rollout of broadband technology across the Commonwealth. 



BellSouth’s latest tariff filing does not comply with the goals set out by this 

Commission. It was surely never the intent of t h s  Commission to be used by BellSouth 

as a tool to approve a rate increase for broadband access. BellSouth’s latest DSL tariff 

puts in place significant roadblocks that will hamper the ability of Kentucky-based ISPs 

to rollout DSL across the Commonwealth. Many Kentucky residents were faced with the 

difficult decision of whether or not to upgrade to DSL broadband technology at all. 

BellSouth’s rate hike makes that decision easier. Many Kentuckians will simply not 

subscribe to broadband, resulting in this State continuing to be left behind. 

PRESTO! IT’S DSL COST DATA 

On January 1 1,200 1, this Commission ordered BellSouth to produce all 

supporting cost information for its DSL tariff. BellSouth refused to comply with this 

Commission’s Order and produced no such cost data. BellSouth’s reason for ignoring 

this Commission’s Order was its claim that it did not have to submit any cost data at the 

Federal level and therefore would not have to comply with the Order of t h s  Commission. 

Again, at the Informal Conference in this case on March 7,2001, t h s  

Commission asked BellSouth why it had not yet produced any cost data as ordered. 

BellSouth’s response was that it had no such cost data. Now, more than four months 

after this Commission’s original request for DSL cost data, BellSouth, as if by magic, is 

now able to produce cost data at will. T h s  data unfortunately is unsubstantiated and does 

not comply with this Commission’s Orders. 

BELLSOUTH FAILED TO COMPLY WITH THE MAY 14,2001, ORDER 

In the Commission’s most recent Order of May 14,2001, the Commission 

ordered BellSouth, among other things, to file an ADSL tariff with a $50 nonrecurring 

charge, rather than the $1 10 charge requested by BellSouth. BellSouth, of course, 

2 



ignored this mandate and filed its tariff with the $1 10 nonrecurring charge. As this 

Commission is well aware, its Order clearly required BellSouth to file an ADSL tariff at 

the specified nonrecurring charge rate of $50.00. The Commission’s Order then offered 

to revisit the issue down the road if BellSouth could demonstrate an increase in its costs 

associated with this charge. Nothing in the Commission’s Order appears to contemplate 

the contemptuous actions taken by BellSouth. BellSouth once again has intentionally 

ignored a Commission Order. 

In any event, BellSouth made its most recent filing in a half-hearted attempt to 

support the current charges. Aside from the absurdity of the filing, it is not at all what 

was contemplated by the Commission’s Order. 

As the Commission will recall, its Order stated that only if BellSouth “provides 

information to th s  Commission demonstrating any increased costs for this charge, the 

Commission will revisit the issue.” (Emphasis Supplied) 

Assuming, arguendo, that BellSouth’s most recent filing could be taken seriously, 

it only shows a snapshot of costs BellSouth claims exist on a certain date. It is 

inconceivable how this filing could, therefore, demonstrate an increase in BellSouth 

costs. Logic dictates that one must provide data for two or more points in time to show 

any change in that data, whether an increase or a decrease, over that period of time. 

BellSouth provided no such basis of comparison. It is not enough, according to the 

Commission’s own Order, to provide cost data for one point in time. As such, BellSouth 

ignored much of the Commission’s May 14,2001, Order just as it has ignored at least 

part of every prior Commission Order in this case. 

3 



NO SUPPORTING COST INFORMATION WAS SUPPLIED BY BELLSOUTH 

In its most recent filing, BellSouth filed a document that purports to demonstrate a 

cost-basis for the rate hike in its federal ADSL tariff. In reality, the document is nothing 

but an unsupported, and thus meaningless, piece of paper with no real cost information 

supplied. This document should not be taken seriously, and should be ignored by the 

Commission in its entirety. 

To assist the Commission in assessing the credibility of BellSouth’s most recent 

filing, IgLou has conducted and prepared its own cost study of BellSouth’s nonrecurring 

costs, attached hereto as “Exhibit 1.” According to IgLou’s exhaustive research into this 

topic, BellSouth’s nonrecurring unit costs total $3 1.58, whch is unambiguously proven 

by the clear and convincing evidence represented by this e h b i t .  The Commission 

should give the same amount of weight to IgLou’s exhibit as it does to BellSouth’s most 

recent filing. Both are fully supported by absolutely nothing. 

Further, IgLou has carefully researched and prepared a cost study, attached hereto 

as “ E h b i t  2,” demonstrating BellSouth’s nonrecurring costs associated with the 

termination liability charge of $50.00. That research has yielded a resulting cost to 

BellSouth of $1.40 associated with this item. Again, this study is fully supported by the 

same amount of nothingness that supports BellSouth’s study. Equal weight should be 

given to each. 

CAN BELLSOUTH DATA BE TRUSTED? 

As previously asserted by IgLou in its Reply to BellSouth’s Second Proposal, 

BellSouth has a history of provicfing misleading and faulty cost data to regulatory 

agencies. In its most recent audit of BellSouth’s Continuing Property Records, the FCC 

found severe problems with the filings made by BellSouth. In fact, because the problems 

4 



found in the most recent audit were so long standing, the FCC felt compelled to make the 

results of that audlt public. In that audit, as this Commission will recall, the FCC stated 

that BellSouth and the other RBOCs had sigruficantly overstated their costs. As a whole, 

the RBOCs had overstated their costs in the audit by some $5 billion. In a separate 

statement, FCC Commissioner Gloria Tristani stated: 

The costs of the capital investments of telephone companies, recorded in 
their continuing property records, account for more than half of the annual cost of 
operations. These costs are fundamental to calculating all financial information 
upon whch this Commission and state commissions rely for decision making. If 
one-quarter of these records are in error, as the audit reports conclude, then there 
is a fundamental question of the soundness of financial information provided by 
the companies. 

(See Exhibit 3) 

The results of this audit raised significant questions in the minds of FCC 

Commissioners. It also raises significant questions in the minds of the Complainant and 

others about the cost data provided by BellSouth that simply cannot be trusted. 

Unsupported cost information, such as that now provided by BellSouth, should be even 

more heavily scrutinized. 

CONCLUSION 

The Commission should consider very carefully if a rate hike by BellSouth, 

especially an unsubstantiated rate hke, is in keeping with its goals of broadband 

deployment and whether it meets the requirements of its most recent Order. Aside from 

the fact that BellSouth has once again ignored an Order by the Commission, there has 

been no information supplied by BellSouth in th s  case that supports the proposed rate 

increase. The “cost study” by BellSouth falls well short of supporting this increase. 

BellSouth’s cost accounting creativity reminds Complainant of story regarding an E91 1 document 
purportedly stolen by hackers from BellSouth many years ago. In the book, The Hacker Crackdown, Bruce 
Sterling documents the confbsing story of the true cost of this document, claimed by BellSouth to be 
approximately $80,000.00. That same document was publicly available for $20.00. 

1 
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Fortunately this Commission has ended BellSouth's perpetual proposal machme. 

IgLou, however, requests t h s  Commission to enforce its May 14,2001, Order as it was 

drafted and compel BellSouth to file an ADSL tariff with nonrecurring installation 

charges of no more than $50.00 and eliminating the termination liability charge as 

previously ordered. IgLou respectfully requests the Commission to carry out its May 14, 

2001, Order forthwith as it was written. 

Respectfully submitted, 

ATT&&Y FOR C b M J " A N T  
1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40202 
Telephone (502) 587-6838 
Facsimile (502) 584-0439 

CERTIFICATION 

I hereby certi& that a copy of the foregoing was mailed, postage pre-paid, to the 

parties of record this the &&day of May, 2001. 
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Service List: 

Hon. Dorothy J. Chambers 
Hon. Creighton Mershon 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
601 W. Chestnut St., Room 407 
P.O. Box 32410 
Louisville, KY 40232 

Hon. R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
675 W. Peachtree St., N.W. 
Suite 4300 - BellSouth Center 
Atlanta, GA 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY 40601 

Hon. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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Federal Communications Commission FCC 99-34 

Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D.C. 20554 

In the Matter of 

BellSouth Telecommunications' 
Continuing Property Records Audit 

1 
) 

) 
1 ASD File No. 99-22 

ORDER 

Adopted: February 24, 1999 Released: March 12, 1999 

By the Commission: Commissioners Ness and Tristani issuing separate statements: Commissioners 
Furchtgott-Roth and Powell dissenting in part and issuing separate statements. 

I. INTRODUCTION 

1. By this Order, we release to the public certain information obtained during an audit of 
BellSouth Telecommunications ("BellSouth") . The audit report to be released contains the Commission 
auditors' findings from an audit of BellSouth's continuing property records, conducted pursuant to 
sections 4(i), 4(j), 213, 217, 218, 220, 303(r), and 403 of the Communications Act of 1934, as amended 
("Act"). In releasing the audit report or BellSouth's response attached thereto, we do not pass judgment 
on the accuracy of the audit report, its findings and conclusions, or the company's response. In the 
immediate future, we will initiate a proceeding seeking public comment on this matter. 

11. BACKGROUND 

2. Pursuant to its authority under the Act, the Accounting Safeguards Division (ASD) of the 
Commission's Common Carrier Bureau audited BellSouth's continuing property records in order to: (1) 
verify whether the costs on BellSouth's financial books accurately reflect telephone plant used for the 
provision of telephone service: and (2) determine whether BellSouth was in compliance with Part 32 of 
the Commission's accounting regulations.' The carrier is required by Part 32 to maintain a detailed 
inventory and other records of its telecommunications plant in service so that the equipment may be 
readily spot-checked for proof of physical existence.2 Based upon this audit, ASD's auditors have 
prepared an audit report containing findings concerning BellSouth's compliance with the Part 32 rules. 

3. The auditors provided a draft of their initial audit findings to BellSouth on July 27, 1998, . 
and requested BellSouth to respond in writing by August 26, 1998. The auditors revised the findings as 
they deemed appropriate, based on BellSouth's response. On December 23, 1998, a final audit report 

47 C.F.R. Part 32. 

47 C.F.R. 55 32.2000(e) and (f) 
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was provided to BellSouth with a letter that offered BellSouth a further opportunity to provide a final 
response by January 11, 1999. The letter stated that both the final audit report and BellSouth's response 
would be released to the public. As a procedural courtesy to BellSouth, we will attach their response to 
the audit. 

111. DISCUSSION 

4. Section 220(f) of the Act prohibits Commission personnel from disclosing to the public 
facts and information obtained during an audit, absent Commission or court order. By letter of January 
11, 1999, BellSouth has waived its rights to confidential treatment of information contained in the audit 
report and to information contained in its response to the audit report. 

5. We find that release of this audit report to the public serves the public interest by 
providing interested state regulatory commissions and ratepayers with information gathered during the 
audit. The findings of the audit report relate to joint assets of the carrier that are used for both state and 
interstate ratemaking purposes: thus, state commissions and ratepayers have an obvious interest in this 
information. An additional compelling reason for disclosure is that the audit report provides the basis for 
further inquiry to safeguard the public interest. We believe that the public policy interests favor release 
of this audit report. In releasing the audit report or BellSouth's response attached thereto, we do not pass 
judgment on the accuracy of the audit report, its findings and conclusions, or the company's response. 

6 .  BellSouth has waived claims of confidentiality concerning the audit report and its 
response. Upon finding it in the public interest, we direct the Common Carrier Bureau to release for 
public inspection the audit report of BellSouth's continuing property records as well as the company's 
January 11, 1999 response to the final audit report3 

IV. ORDERING CLAUSES 

7. Accordingly, IT IS ORDERED, pursuant to section 220(f) of the Communications Act 
of 1934, as amended, 47 U.S.C. 5 220(f), and Section 0 . 4 5 9 0  of the Commission's rules, 47 C.F.R. 5 
0 . 4 5 9 0 ,  that the audit report and BellSouth Telecommunications' January 11, 1999 response to the final 
audit report attached herewith shall be released for public inspection. 

FEDERAL COMMUNICATIONS COMMISSION 

Magalie Roman Salas 
Secretary 

Because BellSouth has waived confidentiality, we need not provide BellSouth five (5) working days in which 
to seek judicial stay of the Commission's ruling as would otherwise be required by section 0.459(g) of our rules. See 
47 C.F.R. 0.459@. 

2 



Separate Statement of 
Commissioner Gloria Tristani 

Re: Orders Releasing the Continuing Property Records Audits of  Ameritech, Bell Atlantic, 
BellSouth, NYNEX, Pacific Bell, Southwestern Bell, and US WEST Telephone 
Companies. 

Today, the Commission is releasing to the public audit reports of the Bell Operating 
Companies’ hard-wired central office equipment. This report concludes that the BOCs’ book 
costs for this equipment are overstated by approximately $5 billion. I fully support the release of 
the audit reports prepared by the Common Carrier Bureau. At the same time, I am concerned 
that the Commission is not proceeding expeditiously to the next logical step, Le., issuance of an 
order to show cause cause seeking to enforce our rules. 

The costs of the capital investments of telephone companies, recorded in their continuing 
property records, account for more than half of the annual cost of operations. These costs are 
fundamental to calculating all financial information upon which this Commission and state 
commissions rely for decision making. If one-quarter of these records are in error, as the audit 
reports conclude, then there is a fundamental question of the soundness of financial information 
provided by the companies. This would be very troubling because we base many important 
decisions on this information. For instance, cost data is key to making informed decisions on 
jurisdictional separations, allocation of costs between regulated and non-regulated activities and 
between competitive and non-competitive services, the accuracy of reported earnings, setting of 
rates under price caps (including the initial price cap rates, which were set with direct reference 
to the BOCs’ ratebases), legacy cost issues, and universal service support. 

Over the past year, the BOCs have lobbied the Commission heavily on this matter. They 
have aggressively attacked the audits, the competence of the auditors, and the credibility of the 
audit design. I have reviewed the audit reports and met with Bureau staff several times to 
discuss the audit findings, the audit procedures, and the specific attacks leveled by the 
companies. I find the Bureau’s audit staff has been very thorough and careful in performing 
these audits. The staff has years of experience and specialized knowledge in this area and I am 
confident that the audits were well designed and executed. 

In addition, I would strongly disagree with the suggestion that state commissions could 
uniformly perform the kind of audit that was conducted by the FCC. Resource constraints are a 
reality of life for most state commissions, and it would be unreasonable to assume that all - or 
even most -- states have the resources to conduct these types of audits. 

While I fully support public release of these audit reports, I very much want to hear from 
other parties, such as consumers, purchasers of access service, state commissions, and 
competitors, all of whom may be significantly affected by misstated regulatory accounts. I 



encourage the Commission to move swiftly toward developing a full public record and to initiate 
any enforcement action that may be necessary. 



. 

. .  

BELLSOUTH 

BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com 

May 18,2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

Dorothy J. Chambers 
General Attorney 

502 582 1475 
Fax 502 582 1573 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Enclosed for filing in this case is BellSouth Telecommunications, Inc.’s response to the 
Commission’s request for cost support associated with BellSouth’s May 15,2001, FCC filings 
for ADSL service. 

Portions of the cost study contain confidential, commercial, or proprietary information. 
Pursuant to 807 KAR 5:001, Section 7, enclosed is BellSouth’s Petition for Confidentiality. 

One copy of the proprietary information is provided to the Commission. A copy of the 
proprietary information is provided to IgLou and its counsel pursuant to the previously executed 
Protective Agreement in this case. Requisite edited copies are provided for the public record and 
other parties of record. 

Enclosures 

cc: Parties of Record 

345229 

http://Dorothy.ChambersQBelISouth.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., ) 

Complainant 1 

' 1  

1 

V. ) CASE NO. 99-484 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 

Defendant 

CONFIDENTIALITY PETITION 
PURSUANT TO 807 KAR 5:OOl. SECTION 7 

Petitioner, BellSouth Telecommunications, Inc., ("BellSouth" 

or the "Company"), by counsel, hereby moves the Public Service 

Commission of the Commonwealth of Kentucky (the 'Commission"), 

pursuant to 807 KAR 5:001, Section 7, to treat'BellSouth's 

Response to the Commission's request for cost support associated 

with BellSouth's May 15, 2001, FCC filings for ADSL service as 

confidential (those portions highlighted or copied in yellow) in 

accordance with the Commission's guidelines. 

The Kentucky Open Records Act exempts certain commercial 

information from the public disclosure requirements of the Act. 

KRS 61.878(1) (b) . To qualify for the commercial information 

exemption and, therefore, keep the information confidential, a 

party must establish that disclosure of the commercial 

information would permit an unfair advantage to competitors of 



the party seeking confidentiality if openly discussed. 

61.878(1) (b); 807 KAR 5:001, § 7. The Commission has taken the 

position that the statute and rules require the party to 

demonstrate actual competition and a likelihood of competitive 

injury if the information is disclosed. 

KRS 

The material which BellSouth seeks to protect contains 

confidential cost information that is considered proprietary to 

BellSouth. Public disclosure of this information would provide 

BellSouth's competitors with an unfair advantage. The data is 

valuable to competitors and potential competitors in formulating 

strategic plans for entry, pricing, marketing and overall 

business strategies. This information relates to the competitive 

interests of BellSouth and disclosure would impair the 

competitive business of BellSouth as well as the third party 

vendors. This type of information has been held confidential by 

the Commission in this docket, see April 3, 2001 letter of Thomas 

M. Dorman, and also in previous dockets. 

Several of BellSouth's current competitors, including 

Complainant, Covad, and Rhythms Netconnection, have publicly 

announced their intention to enter, or in fact have entered, the 

market to provide DSL services. Additionally, several potential 

competitors have likewise indicated their intention to enter the 

DSL market to compete with BellSouth. Business information such 

as that requested here would be extremely valuable to competitors 

in developing competitive business strategies, networks and 

2 



operations, designing their service offerings and, marketing 

plans for those services. 

As further grounds for this Petition, BellSouth states as 

follows: 

(1) The information as to which BellSouth is requesting 

confidential treatment is not known outside of BellSouth; 

(2) The information is not disseminated within BellSouth 

and is known only by those BellSouth's employees who have a 

legitimate business need to know and act upon the information; 

( 3 )  BellSouth seeks to preserve the confidentiality of this 

information through all appropriate means, including the 

maintenance of appropriate security at its offices; 

( 4 )  The disclosure of this information would cause 

competitive injury to BellSouth in that it would provide 

BellSouth's competitors with sensitive financial data with 

respect to certain of BellSouth's services; and 

( 5 )  By granting BellSouth's Petition there would be no 

damage to any public interest in disclosure. In fact, the public 

would be best served by non-disclosure because competition would 

thereby be promoted. 

3 



For the foregoing rea-sons, BellSouth asks that its petition 

for confidential treatment of cost support associated with 

BellSouth’s May 15, 2001 FCC filings for ADSL service be granted. 

344687 

Respectfully submitted, 
4 

Dorothy J. Ch-s 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
J. Phillip Carver 
Suite 4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS , INC. 

4 



APPENDIX A 
EDITED VERSION 

Nonrecurring Cost Studv 

BellSouth’s nonrecurring costs for BellSouth’s wholesale ADSL services are $ . 

See, Appendix A, work paper 1. This cost is partially recovered through the tariff non- 

recurring charge of $1 10. The termination liability charge recovers the remaining 

unrecovered portion of the non-recurring charge for those customers that terminate their 

ADSL service within six months of their service being established. 

In addition, as demonstrated in the cost study, there are costs associated with termination, 

even for end-user customers who switch from one ISP to another but continue to receive 

service over BellSouth’s DSL facilities. See, Appendix A, work paper 2. BellSouth must 

obtain a Letter of Authorization (“LOA”) signed by the end user before changing that end 

user’s ISP. This LOA is to prevent “slamming” and to ensure the end user customer’s 

desires are met, because the new ISP, not the end user, places the change order with 

BellSouth. 

Under ideal circumstances, the new ISP faxes a LOA to BellSouth, preferably before an 

order is issued. Once the new ISP issues the order, the service order system rejects it 

since ADSL is already provisioned on the line. A service representative will retrieve the 

rejected orders and query the LOA database to see if the ISP change has been authorized 

by the end user. If the LOA is on record, the service representative completes the order 

and the change is made. If a LOA is not on file, the CSA rejects the order back to the ISP 

with a notice that a LOA must be provided before the change can be made. These orders 



are followed up in seven days, and if no LOA has been received, the change order is 

cancelled. When the ISP sends in the LOA, it is entered in the database, and the pending 

service order is released to be worked. The cost to administer the LOA is shown on 

Appendix A, work paper 2. 

Even under what appears to be normal conditions, the conversion of an ISP could result 

in substantial work and concomitant costs for BellSouth. An example is an end user 

customer who decides to discontinue service with hisher existing ISP and orders the ISP 

to disconnect the service. At the same time, the end user customer calls another ISP and 

orders ADSL service from the new ISP. Depending on when these two separate (and, to 

BellSouth’s knowledge, unrelated) service orders hit the systems, several things could 

happen. One example is, if the order to connect service is entered before the order to 

disconnect service, the order will be rejected and manual intervention is required to 

resolve the issue. 

BellSouth has not performed a cost study for all possible scenarios when an end user 

switches ISP’s. However, BellSouth has provided the costs for managing the LOA 

requirements which are the minimum cost expected for an ISP switch. The results of 

these “best case” costs, show that BellSouth’s filed rate of $50.00 is reasonable and cost 

based. 

It should be noted, the number of customers who switch ISP’s and remain on BellSouth’s 

network is very small. It is estimated that approximately 5% of those end users who 



disconnect within the first six months switch ISPs x d  remain on BellSouth’s DSL 

facilities. However, the cost to BellSouth for the termination of such a customer is 

supported in the attached documentation. 

345 140 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the following individuals by mailing a copy thereof, this 18th 

day of May, 2001. 

Honorable Jonathon N. Amlung 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 
Louisville, KY 40201-1417 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort,' KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 



BELLSOUTH 

BallSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com Fax 502 582 1573 

Dorothy J. Chambers 
General Attorney 

502 582 1475 

May 16,2001 

.lona?hon N Amlung, Esq. 
1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, KY 40202-2347 

PUBLIC SERVICE 
COMM lSSl0N 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Jonathon: 

I have received your May 11 letter in response to my May 10 letter requesting 
IgLou retrieve all copies of its May 9 filing that contained proprietary cost information 
without protective cover. I also have received your May 11 letter to the Commission 
filing a redacted copy of your Response. Thank you for retrieving all copies of the 
unredacted version of your response and now filing this information under proprietary 
cover. 

For the record, I must respectfully disagree that there is any reasonable basis to 
c k h  that BellSouth has waived its position that the cost information is proprietary. As 
you know, BellSouth sought, and was granted, confidential treatment for this cost 
information. See Commission’s April 3, 2001 letter. At the informal conference to 
which you refer, BellSouth representatives spoke in terms of hypothetical assumptions 
regarding possible cost data. Further, the Commission’s very thorough conference 
memorandum memorializing that informal conference makes no mention of specific 
costs or stipulations as to DSL costs. 

http://Dorothy.ChambersQBelISouth.com


* Jonathon N. Amlung, 
May 16,2001 
Page 2 

BellSouth also has no interest in stirring up a heated debate over this matter. 
However, BellSouth must reaffirm that it takes very seriously the unauthorized release 
of proprietary information. 

Very truly yours, 

- 7 k k  
Dorothy J. Ch 

cc: Thornas M. Dorman, i(eiiiilcky. P&ic Service Corirnission 
Parties of Record 

344207 
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Paul E. Patton, Governor 

Ronald 6. McCloud, Secretary 
Public Pro tec t ion  and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

2 1 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

w w  w. psc.state. ky.us 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

May 16, 2001 

VIA FACSIMILE TRANSMISSION 

Mar t in  J. Huelsmann 
Chairman 

Edward J. Holmes 
Vice Chairman 

Gary W. Gillis 
Commissioner 

Creighton Mershon, Sr. 
General CounseVKentucky 
BellSouth Telecommunications, Inc. 
601 W. Chestnut Street, Room 407 
Louisville, Kentucky 40203 

Re: BellSouth’s Compliance with Commission Order 
In Case No. 99-484 

Dear Creighton: 

This letter follows-up our telephone conversation of late yesterday. As we discussed, 
BellSouth has filed revisions to its DSL tariff with the FCC as a substitute for a Kentucky tariff. 
On May 11, 2001, this Commission ordered BellSouth to modify its FCC tariff proposal to be 
applicable to Kentucky. BellSouth filed the tariff without the modifications ordered by this 
Commission and without the cost justification that the Commission indicated might be sufficient 
to persuade it to revisit the issue. BellSouth has, however, indicated that it will file cost support 
documentation regarding the non-recurring fee increase and the termination liability charge. 

The Commission specifically requests such cost support documentation to be submitted 
by no later than Friday, May 18, 2001. Filing cost support documentation by this date will 
enable the Commission some time to review the cost support documentation prior to May 29, 
2001, the effective date of the tariff in question. Please call me if you have questions or further 
comments. 

Sincerely, 

AmyuDougherty 3 1 
Counsel to the Commission 

cc: Jonathon Amlung 
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Paul E. Patton,  
Governor 

Ronald 8.  McCloud, 
Secretary 

Public Protect ion and 
Regula ti  o n Cabinet 

Thomas M. Dorman 
Executive Director 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 6 1 5 

w w w .  psc.sta te. ky.us 

Fax (502) 564-1 582 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

Mart in J. Huelsmann 
Chairman 

Edward J. Holmes 
Vice Chairman 

May 15, 2001 

Carl J. Gnadinger, Jr. 
Louisville Teleco m , LLC 
P. 0. Box 21 187 
Louisville, KY 40221-0187 

Dear Mr. Gnadinger: 
Re: Case Number 1999-484 

Your le t ter  to  the Public Service Commission dated May 10, 2001 regarding 
the  BellSouth DSCTariff has been received and placed in Case No. 1999-484, 
In the Matter o f  Iglou Internet Services, Inc. vs. BellSouth 
Telecommunications, Inc. It will be considered by the  Public Service 
Commission as comments in this proceeding. Should you have any fur ther  
questions please contact Amy Dougherty at  (502) 564-3940 ext. 257. 

Sincerely yours, 

Thomas M. Dorman 
Executive Director 

TMDA h 
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PAYS 

AN EQUAL OPPORTUNITY EMPLOYER M/F/D 



I 

Dorothy J. Chambers 
General Attorney 

. BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

502 582 1475 
Dorothy.CharnbersQBelISouth.com 

May 14 ,  2001 

Fax 502 582 1573 

MAY 1 4 1007 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484  

Dear Mr. Dorman: 

Enclosed for filing in the above-captioned case are the 
original and ten (10) copies of BellSouth Telecommunications, 
Inc.'s Response to the Commission's May 11, 2001, Order. 

Very truly yours, 

Dorothy J D m e r  S 

Enclosures 

cc: Parties of Record 

344208 

http://Dorothy.CharnbersQBelISouth.com
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, 

Comp 
V. 

INC. , 1 
) 

ainant 1 

) 

) 
Defendant ) 

) CASE NO. 99-484 

BELLSOUTH TELECOMMUNICATIONS, INC. 

BELLSOUTH TELECOMMUNICATIONS, INC.’S 
RESPONSE TO THE COMMISSION’S MAY 11, 2001, ORDER 

On May 11, 2001, this Commission accepted the April 30, 

2001, proposal advanced by BellSouth Telecommunications, Inc., 

( \\ Be 1 1 South ” 

single price 

, to file at the FCC a revised tariff, creating a 

applicable to all entities ordering DSL throughout 

BellSouth’s region. This proposal was to provide DSL service at 

a single rate with no volume commitment above the 51-line 

minimum and to remove shortfall charges associated with channels 

above the 51-line minimum. BellSouth’s new FCC tariff also 

increases non-recurring charges and continues termination 

liability charges. 

As BellSouth had indicated in its April 30, 2001, proposal, 

in order to promptly implement a final resolution, BellSouth 

proceeded with preparations to file the proposed tariff with the 

FCC on an expedited basis by May 14, 2001. This tariff is filed 



I . ( .  

this date with the FCC as per BellSouth’s proposal. See 

attached. The tariff will become effective 15 days from filing. 

This Commission indicated that BellSouth must maintain the 

non-recurring charge of $50 unless it could provide cost 

justification for the proposed increase. 

reaffirmed its earlier decision requiring BellSouth to delete 

termination liability charges if an end-user customer who 

switches from one I S P  to another continues to receive service 

over BellSouth‘s DSL facilities. On both the non-recurring fee 

increase and termination liability charge, the Commission 

expressed willingness to revisit both issues if BellSouth would 

provide cost support information demonstrating that the charges 

are cost-based. Accordingly, BellSouth will file cost support 

This Commission also 

documentation within 15 days in accordance with this 

Commission’s order. 

Contrary to claims made by IgLou in this proceeding, 

BellSouth fully respects this Commission’s authority in the 

intrastate jurisdiction. 

resolutions proposed in this proceeding as a means to avoid a 

jurisdictional conflict. BellSouth‘s offering of ADSL service 

to ISPs  is through the regulated wholesale tariff filed at the 

FCC. BellSouth’s DSL wholesale offering is an interstate access 

service subject to the FCC‘s exclusive jurisdiction. 

BellSouth’s compliance with this Commission‘s request for 

BellSouth has suggested the 

2 



. supporting cost data, to be provided on a proprietary basis, 

does not alter BellSouth‘s position on the jurisdictional issue. 

CONCLUSION 

BellSouth commends the Commission on its acceptance of 

BellSouth’s proposal. The single pricing proposal, which 

BellSouth has offered, addresses the issue of parity amongst all 

entities. As this Commission has noted, this proposal satisfies 

the predominant concerns expressed by this Commission. 

BellSouth respectfully has proceeded with its proposal so that 

its filing could be made on a timely basis with the FCC as 

previously indicated. BellSouth also will proceed with all due 

speed to complete and provide the requested cost information to 

this Commission. 

Respectfully submitted, 

Dorothy J. Chambeh 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
J. Phillip Carver 
Suite 4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

344171 

3 



. 
CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the following individuals by mailing a copy thereof, this 14th 

day of May, 2001. 

~ Dorothy2. 

Honorable Jonathon N. Amlung 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 
Louisville, KY 40201-1417 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort, KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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TARIFF F.C.C.  NO. 1 
474TH REVISED PAGE 1 
CANCELS 473RD REVISED PAGE 1 

EFFECTIVE: MAY 29, 2001 

BELLSOUTH 
BY: Operations Manager - Pricing 

ISSUED: MAY 14, 2801 

29657, 675 W .  Peachtree S t . ,  N . E .  
At lan ta ,  Geor i a  30375 

ACCESS SERVICE 
CHECK SHEET 

The T i t l e  Pa e and Pages 1 t o  22-27 and Supplement No.105 i n c l u s i v e  of t h i s  
t a r i f f  a r e  e 9 f e c t i v e  a s  of the da te  shown. 

Paqe 

T i t l e  
1 
2 
2.1 
3 
3.1 
4 
4.1 
5 
5.1 
5.1.1 
6 
6.1 
7 
8 
8.1 
9 
9.0.1 
9.0.2 
9.0.3 
9.0.4 
9.0.5 
9.1 
10 
11 
12 
12.1 
13 
14 
14.1 
15 
16 
17 
18 
18.1 
19 

v 20 
21 
21.1 
22 
22.1 
23 
24 
25 
26 
27 
27.0.1 
27.1 
27.2 
27.3 

Number of 
Revision 
Except as 
Indicated 

2nd 
474th* 
154th 
30th* 
57th 
5th 
146th 
2nd 
108th* 
58th* 
12th* 
86th 
21st  
95th* 
48th 
39th 
15th 
Original 
lst* 
1st" 
ls t*  
Ori g i  nal 
Original 
1st 
8t h 
12th 
4th 
14th 
6th 
3 rd 
8th 
3rd 
11th 
12th 
4th 
5th 
11th 
12th 
Original 
22nd 
3rd 
6th 
7th 
9th 
Ori g i  nal 
4 t h  
2nd 
3rd 
6th 
3rd 

27.4 
27.5 
27.6 
28 
29 
30 
31 
31.1 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
63.1 
64 
65 
66 
67 
67.1 
68 
69 
70 
70.1 

Number of 
Revision 
Except a s  
I ndi  cated 

4th 
Original 
Ori gi nal 
6th 
7th 
2nd 
8th 
6th 
7th 
6th 
6th 
3rd 
5th 
5th 
8th 
5th 
7 t h  
2nd 
6th 
9th 
7 t h  
7 t h  
7 t h  
2nd 
3rd 
7 t h  
5th 
8th 
4th 
4th 
8th 
8t h 
5th 
4th 
4th 
6th 
9th 
3rd 
6th 
3rd 
3rd 
4th 
7th 
3rd 
7 t h  
2nd 
4 t h  
4th 
5th 
1st 

Paqe 

71 
72 
72.1 
73 
74 
74.1 
75 
75.1 
75.2 
75.2.1 
76 
77 
1-1 
2-1 
2-2 
2-3 
2-4 
2-5 
2-6 
2-7 
2-8 
2-8.1 
2-9 
2-10 
2-11 
2-12 
2-12.0.1 
2-12.0.2 
2-12.1 
2-12.2 
2-13 
2-13.1 
2-14 
2-15 
2-15.1 
2-16 
2-16.1 
2-17 
2-17.1 
2-18 
2-18.1 
2-18.2 
2-18.3 
2-18.4 
2-19 
2-20 
2-21 
2-22 
2-23 
2-24 

Number of 
Revi si on 
Except as 
Indicated 

6th 
8th 
5th 
5th 
7th 
5th 
10th 
8th 
12th 
1st 
5th 
3rd 
4th 
2nd 
4th 
Ori gi nal 
Ori g i  nal 
4th 
1st 
1 s t  
2nd 
Original 
Ori gi nal 
Original 
Ori ina l  
1 3 t t  
6th 
3rd 
14th 
9th 

10th 
1st 
11th 
13th 
3rd 
16th 
Ori inal  
14t8 
5th 
6th 
5th 
5th 
5th 
2nd 
2nd 
5th 
1st 
4 t  h 
2nd 
1st 

* New or Revised Page ********** 
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TARIFF F.C.C. NO. 1 
30TH REVISED PAGE 2.1 
CANCELS 29TH REVISED PAGE 2 .1  

EFFECTIVE: MAY 29, 2001 

' BELLSOUTH INC.  
BY: Operat ions Manager - P r i c i n g  

ISSUED: MAY 14, 2 8 0 1  

29G57, 675 W. Peachtree S t . ,  N.E. 
A t l an ta ,  Geor i a  30375 4 

ACCESS S E R V I C E  

CHECK SHEET 

Pase 
4- 1 
4-2 
4-3 
4-4 
4-5 
4-6 
4-7 
4-8 
4-9 
5- 1 
5-1.1 
5-1.2 
5-1.3 
5-1.4 
5-2 
5-2.1 
5-3 
5-4 
5-5 
5-6 
5-7 
5-8 
5-8.1 
5-9 
5-9.1 
5-10 
5-11 
5-11.0.1 
5-11.1 
5-11.2 
5-12 
5-13 
5-14 
5-15 
5-16 
5-17 
5-18 
5-19 
5-19.1 
5-19.2 
5-20 
5-20.1 
5-21 
5-21.1 
5-22 
5-22.1 
5-23 
5-23.1 
5-23.2 

Number of 
Revi s i o n  
Except as 
I n d i c a t e d  

2nd 
2nd 
3 r d  
3 r d  
13 th  
16 th  
12 th  
8 t  h 
6 t h  
14 th  
10 th  
2nd 
2nd 
2nd 
4 t h  
1 s t  
5 t h  
6 t h  
8 t h  
7 t h  
8 t h  
8 t h  
3 r d  
5 th*  
2nd 
6 t h  
10 th  
4 t h  
9 t h  
3 r d  
17 th  
11 th  
3 rd  
7 t h  
1 s t  
1 s t  
1 s t  
6 t h  
O r i g i n a l  
O r i  g i  na l  
9 t h  
O r i  g i  na l  
7 t h  
4 t h  
11 th  
2nd 
6 t h  
2nd 
3 r d  

Paqe 

Number of Number o f  
Revi s i  on 
Except as Except as 
I n d i c a t e d  Paqe I n d i c a t e d  

Rev is ion  

*New o r  Revised Page ********** 



- BELLSOUTH TELECOM~NICATIONS, INC. 
BY: Opera t i ons  Manager - P r i c i n g  

TARIFF F.C.C. NO. 1 
108TH REVISED PAGE 5 

EFFECTIVE: MAY 29, 2001 

29657, 675 W .  Peachtree S t . ,  N.E. CANCELS 107TH REVISED PAGE 5 
A t l a n t a ,  Geor i a  30375 8 

ACCESS S E R V I C E  
CHECK SHEET 

ISSUED: MAY 14, 2 8 01 

Number o f  
Revi s i  on 
Except as 
I n d i c a t e d  

6 t h  
5 t h  
O r i  g i  n a l  
6 t h  
8 t h  
5 t h  
3 rd  
4 th  
1 s t  
2nd 
3 r d  
3 rd  
1 s t  
2nd 
5 t h  
1 s t  
3 rd  
1 s t  
3 rd  
3 rd  
O r i g i  na l  
3 rd  
4 th*  
2nd 
2nd 
O r i g i n a l  
O r i  g i  na l  
4 t h  
5 t h  
4 t h  
1 s t  
3 r d  
2nd 
1 s t  
5 t h  
4 t h  
4 t h  
5 t h  
1 s t  
8 t h  
15 th  
11 th  
3 rd  
1 s t  
2nd 
3rd  
4 t h  
4 t h  
2nd 

Number of  
R e v i s i o n  
Except  as 
I n d i c a t e d  
4 t  h 
15t 
6 t h  
2nd 
15t 
4 t h  
5 t h  
1 0 t h  
6 t h  
1 2 t h  
2nd 
9 t h  
O r i g i n a l  
4 t  h 
2nd 
7 t h  
O r i g i n a l  
4 t h  
8 t  h 
2nd 
4 t h  
4 t h  
4 t  h 
3 r d  
7 t h  
15t 

Number o f  
Revi s i  on 
Except as 

Paqe I n d i c a t e d  

7-31 2nd 
7-32 3 r d  
7-33 2nd 
7-34 2nd 
7-35 1 s t  
7-36 3 r d  
7-36.1 3 r d  
7-37 4 t h  
7-38 3 r d  
7-38.1 4 t h  
7-38.2 3 r d  
7-38.3 4 t h  
7-38.4 3 r d  
7-38.5 4 t h  
7-38.6 4 t h  
7-38.7 1 s t  

Paqe 

7-57.1 
7% 
7-80.1 
7-81 7-57.2 

7-57.2.1 
7-57.3 
7-58 
7-58.1 

7-81.1 
7-81.2 
7-82 
7 -83 
7-84 7-58.2 

7-58.3 
7-58.4 
7-58.5 
7-58.6 
7-58.6.1 
7-58.7 
7-58.7.1 
7-58.8 
7-58.8.1 
7-58.9 

7-84.1 
7 -85 
7-86 
7-86.1 
7-86.1.1 
7-86.2 
7-86.2.1 
7-86.3 
7-86.3.1 
7-86.4 
7 -87 
7-88 
7-88.1 

7-38.7.1 O r i  g i  n a l  
7-38.8 2nd 7-58.9.1 

7-58.10 7-38.9 4 t h  
7-38.9.1 O r i  g i  n a l  
7-38.10 3 r d  
7-38.11 4 t h  
7-38.12 O r i g i n a l  
7-39 1 s t  
7-40 2nd 
7-41 2nd 
7-42 1 s t  
7-43 1 s t  
7-44 3 r d  
7-45 3 r d  
7-46 3 r d  
7-47 5 t h  
7-48 7 th  
7-49 6 t h  
7-49.0.1 2nd 
7-49.1 5 t h  

7-58.11 
7-58.11.1 
7-58.12 
7-58.13 
7-58.14 
7-58.15 
7-58.16 
7-58.17 
7-59 
7-60 
7-61 

7-89 
7-90 
7-90.1 
7-91 
7-91.0.1 
7-91.1 
7-92 
7-92.1 
7-92.2 
7-93 

15t 
3 r d  
6 t h  
15t 
2nd 
3 r d  
2nd 
15t 
2nd 
2nd 
15t 
2nd 
15t 
15t 
15t 
8th 
O r i g i n a l  
6 t h  
5 t h  
O r i g i n a l  
7 t h  
7 t h  
10th 
6 t h  
2nd 
4 t  h 
4 t h  
2nd 
2nd 

7-61.1 
7 -62 
7 -63 
7-64 

7-94 
7-94.1 
7-95 
7-96 

7-65 
7-66 
7-67 

7-97 
7-98 
7 -99 
7-99.1 
7-99.2 
7-99.3 
7-100 
7-100.1 
7-101 
7-101.1 
7-101.2 
7-102 

7-49.1.0.1 O r i g i n a l  
7-49.1.1 3 r d  7-68 

7-68.1 7-49.2 5 t h  
7-49.3 5 t h  
7 -49.3.1 O r i  g i  nal 
7-49.4 5 t h  

7-49.4.1 2nd 
7-49.5 4 t h  
7-50 3 r d  
7-51 4 t h  
7-52 4 t h  
7-53 5 t h  
7-54 4 t h  
7-55 3 r d  
7-55.1 2nd 
7-56 8 th  
7-57 7 t h  

7-49.4.0.1 1 s t  

*New o r  Revised Page 

7-69 
7-70 
7-70.1 
7-71 
7-71 .1  
7-72 
7-73 
7-74 
7-74.1 

7-102.1 
7-103 
7-103.1 7-75 

7-76 1 s t  
7-77 1 s t  
7-78 1 s t  

7-103.1.1 
7-103.2 
7-103.3 
7-103.3.1 
7-103.4 

7-79 17th 
7-79.1 O r i  g i  na l  

********** 



TARIFF F.C.C. NO. 1 
58TH REVISED PAGE 5.1 
CANCELS 57TH REVISED PAGE 5.1 

EFFECTIVE: MAY 29, 2001 

e 
BELLSOUTH TELECOMMUNICATIONS, I N C .  
BY: Opera t i ons  Manager - P r i c i n g  

29657, 675 W .  Peachtree S t . ,  N.E. 
A t l a n t a .  Geora ia 30375 # 

ISSUED: MAY -14, 2601 
ACCESS SERVICE 

CHECK SHEET 

7-103.5 
7-103.6 
7-103.6.1 
7-103.7 
7-103.8 
7-103.8.1 
7-103.9 
7-103.10 
7-103.11 
7-103.11.1 
7-103.12 
7-103.12.1 
7-103.13 
7-103.14 
7-103.15 
7-103.15.1 
7-103.16 
7-103.17 
7-103.18 
7-103.18.1 
7-103.19 
7-103.20 
7-103.21 
7- 103.22 
7-103.23 
7-103.24 

Number o f  
R e v i s i o n  
Except  as 
I n d i c a t e d  

2nd 
6 t h  
1 s t  
4 t h  
5 t h  
3 r d  
1 s t  
2nd 
3 r d  
O r i  g i  n a l  
2nd 
O r i  g i  n a l  
6 t h  
5 t h  
1 s t  
O r i  g 
2nd 
1 s t  
1 s t  
O r i  g 
1 s t  
2nd 
1 s t  
4 t h  
5 t h *  
5 th "  

7-103.24.0.1 l s t *  
7-103.24.1 3 r d  
7-103.24.2 
7- 103.24.3 
7-103.24.4 
7-103.24.5 
7-103.25 
7-103.26 
7-104 
7-105 
7-106 
7- 107 
7-108 
7-109 
7- 110 
7-111 
7-  112 
7-113 
7- 114 
7-115 
7-116 
7-117 
7-118 
7-119 
7-120 

n a l  

n a l  

2nd 
2nd 
1 s t  
O r i  g i  na 
O r i g i  na 
O r i g i  na 
2nd 
1 s t  
2nd 
1 s t  
1 7 t h  
9 t h  
7 t h  
4 t h  
2nd 
2nd 
2nd 
2nd 
2nd 
5 t h  
4 t h  
1 3 t h  
5 t h  

PacJg 

7-121 
7-122 
7-123 
7-124 
7-125 
7-126 
7-127 
7-128 
7 - 129 
7-129.1 
7-129.2 
7-129.2.1 
7-129.3 
7-129.3.1 
7-129.4 
7-129.4.1 
7-129.5 
7-129.6 
7-129.7 
7-129.8 
7-130 
7-131 
7-132 
7-133 
7-134 
7-135 
7-136 
7-137 
7-138 
7-139 
7-140 
7-141 
7-142 
7-143 
7-144 
7-144.1 
7-144.2 
7-144.3 
7-145 

Number o f  
Rev is ion  
Except as 
I n d i c a t e d  

5 t h  
4 t h  
1 s t  
1 s t  
1 s t  
1 s t  
9 t h  
4 t h  
4 t h  
7 t h  

3 r d  
3 r d  
7 t h  
2nd 
9 t h  
1 s t  
5 t h  
3 r d  
5 t h  
6 t h  
2nd 
1 s t  
2nd 
1 s t  
1 s t  
11th 
11th 
7th 
7th 
2nd 
2nd 
2nd 
2nd 
5 t h  
6 t h  
7 t h  
3 r d  
O r i  g i  n a l  
6 t h  

7-145 .O. 1 1 s t  
7-145.0.1.1 3 r d  
7-145.0.1.2 5 t h  
7-145.0.1.2.1 3 r d  
7-145.0.1.3 5 t h  
7-145.0.1.4 1 s t  
7-145.0.1.5 5 t h  
7-145.0.1.6 4 t h  

7-145.0.1.8 4 t h  
7-145.0.1.9 4 t h  

7-145 .O. 1.7 

7-145 .O .2 2nd 

O r i  g i  n a l  

7-145.0.2.1 
7-145.0.2.2 
7-145.0.3 
7-145 .O. 3.1 
7-145.0.3.2 
7-145.0.3.3 
7-145 .O. 3.4 
7-145.0.3.5 
7- 145.0.3.6 
7-145.0.3.7 
7-145 .O. 3.8 
7-145 .O. 3.9 
7-145.0.4 
7-145.0.4.1 
7-145 .O. 4.2 
7-  145.0.4.3 
7 -  145.0.4.4 
7-145.0.4.5 
7 -  145.0.4.6 
7-145.0.4.7 
7-145.0.5 
7-145.0.6 
7-145.0.6.1 
7 -145.0.6.2 
7-145.0.6.3 
7-145.0.7 
7-145 .O. 7.1 
7-145 .O. 7.2 
7-145.0.7.3 
7-145 .O. 7.4 
7-145 .O. 7.5 
7-145.0.7.6 
7-145.0.7.7 
7-145.0.7.8 
7-145.0.7.9 
7-145.0.8 
7-145.0.8.1 
7- 145.0.8.2 
7-145.0.9 
7- 145.0.9.1 
7-145.0.9.2 
7-145.0.9.3 
7-145.0.9.4 
7- 145 .O .9.5 
7-145.0.9.6 
7-145.0.9.7 
7-145 .O .9.8 
7-145.0.9.9 
7-145.0.10 
7-145.0.10.1 
7-145 .O. 10.2 

Number o f  
R e v i s i o n  
Except as 
I n d i c a t e d  

1 s t  
1 s t  
1 s t  
4 t h  
7 t h  
5 t h  
2nd 
6 t h  
5 t h  
2nd 
4 t h  
3 r d  
1 s t  
2nd 
5 t h  
4 t h  
O r i g i n a l  
O r i  g i  n a l  
O r i g i n a l  
O r i  g i n a l  
5 t h  
2nd 
4 t h  
6 t h  
2nd 
1 s t  
6 t h  
6 t h  
6 t h  
3 r d  
6 t h  
5 t h  
2nd 
5 t h  
5 t h  
4 t h  
3 r d  
3 r d  
1 s t  
5 t h  
7 th 
5 t h  
4 t h  
6 t h  
4 t h  
3 r d  
3 r d  
2nd 
1 s t  
3 r d  
4 t h  

*New o r  Revised Page ********** 
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BELLSOUTH TELECOMM~N I CAT I ONS , I NC . 
BY: Opera t ions  Manager - P r i c i n g  

TARIFF F.C.C. NO. 1 
12TH REVISED PAGE 5.1.1 

29657. 675 W .  Peachtree S t . ,  N.E. CANCELS l l T H  REVISED PAGE 5.1.1 

Page 

7-145.0.10.3 
7-145.0.10.4 
7-145.0.10.5 
7-145.0.10.6 
7-145.0.10.7 
7-145.0.11 
7-145.0.12 
7-145.0.12.1 
7-145.0.12.2 
7-145.1 
7-145.2 
7-145.3 
7-145.4 

7-145.4.2 
7-145.4.3 
7-145.4.4 
7-145.4.5 
7-145.5 
7-145.6 
7-145.6.1 
7 -  145.6.2 
7-145.6.3 
7 - 146 
7-146.1 
7-146.2 
7-146.3 
7-147 
7-147.0.1 
7-147.0.1.1 
7-147.0.1.2 
7-147.0.1.3 
7-147.0.1.4 
7-147.0.1.5 
7-147.0.1.6 
7-147.0.1.7 
7- 147.0.1.8 
7-147.0.1.9 
7-147.0.1.10 
7-147.0.1.11 
7-147 .O. 1.12 
7-147.0.1.13 
7-147.0.1.14 
7-147.0.1.15 
7-147.0.1.16 
7-147.0.1.17 
7-147.0.1.18 
7-147.0.1.19 
7-147.0.2 
7-147.0.2.1 
7-147.0.2.2 
7-147.0.2.3 
7-147.0.2.4 
7-147.0.2.5 

7.145.4.1 

Number o f  
R e v i s i o n  
Except  as 
I n d i  ca t e d  

3 r d  
O r i g i  n a l  
,Or ig ina l  
O r i  g i  n a l  
O r i  i n a l  

5 t  i 
2nd 
4 t h  
4 t h  

1 6 t h  
1 5 t h  
1 5 t h  
1 0 t h  
9 t h  
8 th  
6 t h  
7 th  
5 t h  
9 t h  
2nd 
O r i g i  n a l  
1 s t  
O r i  i n a l  

2nd 
8 th  
7th* 
5 t h  
1 s t  
3 r d  
4 t h  
4 t h  
2nd 
4 t h  
4 t h  
3 r d  
5 t h  
4 t h  
1 s t  
O r i  g i  n a l  
O r i g i n a l  
O r i g i n a l  
O r i g i n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i  g i  n a l  
1 s t  
3 r d  
5 t h  
5 t h  
2nd 
5 t h  

1 3 t  i? 

A t l a n t a ,  Geor i a  30375 
ISSUED: MAY 14, 2 8 0 1  

*New o r  Revised Page 

EFFECTIVE: MAY 29, 2001 
ACCESS S E R V I C E  

CHECK SHEET 

Number o f  
Rev is ion  
Except as 

& I n d i c a t e d  

7-147 .O. 2.6 5 t h  
7-147.0.2.7 3 r d  
7 -  147.0.2.8 5 t h  
7-147.0 -2.9 5 t h  
7-147.0.2.9.1 
7-147 .O -2.9.2 
7-147.0.2 -9.3 
7-147.0.2.9.4 
7-147.0.2.9.5 
7-147.0.2.9.6 
7-147.0.2.9.7 
7-147.0.2.9.8 
7-147 .O .2.9.9 
7-147.0.2.9.10 
7-147.0.2.9.11 
7-147.0.2.9.12 
7-147.0.2.9.13 
7-147 .O. 2.9.14 
7-147.0.2.9.15 
7-147 .O. 2.9.16 
7-147.0.2.9.17 
7-147.0.2.9.18 
7-147.0.2.9.19 
7-147.0.2.9.20 
7-147 .O. 2.9.21 
7-147.0.2.9.22 
7-147.0.2.9.23 
7-147.0.2.9 -24  
7-147 .O. 2.9.25 
7-147 .O. 2 -9.26 
7-147 -0.2.9.27 
7-147.0.2.10 
7-147.0.3 
7-147.0.3.1 
7-147 .O. 3.2 
7-147.0.3.3 
7-147.0.3.4 
7-147.0.3.5 
7-147 .O. 3.6 
7-147.0.3.7 
7- 147.0.3.8 
7-147.0.3.9 
7-147.0.3.10 
7-147.0.3.11 
7-147.0.3.12 
7-147.0.3.13 
7-147.0.3.14 
7-147.0.3.15 
7-147.0.3.16 
7-147.0.3.17 
7-147.0.3.18 
7- 147.0.3.19 
7-147.0.4 
7-147.0.4.1 

********** 

Ori g i  n a l  
O r i g i n a l  
Ori g i  n a l  
O r i g i  n a l  
O r i  g i  n a l  
O r i g i n a l  
O r i g i n a l -  
O r i  g i  n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i  g i  n a l  
Ori g i  na l  
O r i g i  n a l  
O r i g i n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i g i n a l  
O r i  g i  n a l  
O r i  g i  n a l  
Ori g i  n a l  
O r i g i n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i g i n a l  
O r i  g i  n a l  
4 t h  
1 s t  
6 t h  
6 t h  
6 t h  
6 t h  
6 t h  
6 t h  
6 t h  
6 t h  
6 t h  
3 r d  
3 r d  
3 r d  
3 r d  
3 r d  
3 r d  
3 r d  
3 r d  
3 r d  
3 r d  
1 s t  
6 t h  

Paqe 
7-147.0.4.2 
7-147.0.4.3 
7-147.0.4.4 
7-147.0.4.5 
7-147.0.4.6 
7-147.0.4.7 
7-147.0.4.8 
7-147 .O. 4.9 
7-147.0.4.9.1 
7-147 .O. 4.9.2 
7-147.0.4.9.3 
7-147.0.4.9.4 
7-147.0.4.9.5 
7-147.0.4.9.6 
7-147.0.4.9.7 
7-147.0.4.9.8 
7-147.0.4.9.9 
7-147.0.4.9.10 
7-147.0.4.9.11 
7-147 .O. 4.9.12 
7-147.0.4.9.13 
7-147.0.4.9.14 
7-147.0.4.9.15 
7-147.0.4.9.16 
7-147.0.4.9.17 
7-147.0.4.9.18 
7-147.0.4.9.19 
7-147.0.4.9.20 
7-147.0.4.9.21 
7-147.0.4.9.22 
7-147.0.4.9.23 
7 - i47  .O. 4.9.24 
7-147.0.4.9.25 
7-147 .O. 4.9.26 
7-147.0.4.9.27 
7-147.0.4.10 
7-147.1 

Number of 
Revi s i  on 
Except as 
I n d i c a t e  

6 t h  
6 t h  
4 t h  
6 t h  
6 t h  
5 t h  
6 t h  
6 t h  
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
15t 
O r i g i  n a l  
O r i g i n a l  
O r i g i n a l  
O r i g i n a l  
O r i  g i  n a l  
O r i g i n a l  
O r i  g i  n a l  
O r i  g i  n a l  
O r i  g i  n a l  
4 t h  
1 4 t h  
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BY: Opera t ions  Manager - P r i c i n g  
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7- 156.60 
7- 156.61 
7-156.61.1 
7-156.61.2 
7-156.61.3 
7-156.62 
7- 156.63 
7-156.63.1 
7-156.63.2 
7 -  156.63.3 
7-156.64 
7-156.65 
7-156.65.1 
7-156.65.2 
7-156.65.3 
7-156.66 
7-156.67 
7-156.67.1 
7-156.67.2 
7-156.67.3 
7 -  156.68 
7- 156.69 
7-156.70 
7-156.7 1 
7 -  156.72 
7-156.73 
7-156.74 
7 -  156.75 
7-156.76 
7-156.77 
7 - 156.78 
7-156.79 
7-  156.80 
7-156.81 
7 -  156.82 
7- 156.83 
7-156.84 
7-156.85 
7 -  156.86 
7- 156.87 
7 - 1 56.88 
7 -  156.89 
7-156.90 
7-156.91 
7-156.92 
7 -  156.93 
7-156 -94  
7-156.95 
7-157 
7-158 
7-159 

Number o f  
Rev is ion  
Except as 
I n d i c a t e d  

O r i g i n a  
O r i g i  na 
O r i  g i  na 
Ori g i  na 
O r i  g i  na 
O r i g i  na 
O r i  g i  na 
O r i  g i  na 
O r i g i n a l  
Ori g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  nal  
O r i  g i  na l  
O r i  g i  na l  
2nd 
2nd 
2nd 
2nd 
2nd 
2 nd 
O r i  g i  na l  
O r i g i n a l  
1 s t  
2nd 
2nd 
2nd 
2nd 
2nd 
2 nd 
O r i g i n a l  
O r i g i n a l  
1 s t  
2nd 
2nd 
2 nd 
O r i  g i  na 
O r i  g i  na 
1 s t  
1 s t  
4th* 
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  

ACCESS SERVICE 
CHECK SHEET 

TARIFF F.C.C. NO. 1 
95TH REVISED PAGE 7 
CANCELS 94TH REVISED PAGE 7 

EFFECTIVE: MAY 29, 2001 

Paqe 

7- 160 
7-161 
7-162 
7-163 
7-164 
7-165 
7-166 
7-167 
7-168 
7-169 
7-170 
7-171 
7-172 
7-170 
7-171 
7-172 
8- 1 
9-1 
9-2 
9-3 
9-4 
9-4.1 
9-5 
9-6 
9-7 
9-8 
9-9 
9-10 
9-11 
9-11 .o. 1 
9-11.0.2 
9-11.1 
9- 12 
9-12 .O. 1 
9-12 .o. 2 
9-12 -0.3 
9-12 -0.3.1 
9-12.1 
9-13 
9-14 
9-15 
9-16 
9-17 
9- 18 
9-19 
9-20 
9-21 
10-1 
10-2 
10-3 
10-4 

Number o f  
Revi s i  on 
Except as 
I n d i c a t e d  

1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
3 r d  
1 s t  
1 s t  
3 r d  
O r i g i n a l  
2nd 
4 t h  
6 t h  
7 t h  
2nd 
2nd 
5 t h  
6 t h  
6 t h  
3 r d  
6 t h  
6 t h  
3 r d  
3 r d  
7 t h  
11 th  
4 t h  
3 r d  
6 t h  
8 t h  
1 s t  
1 s t  
2nd 
1 s t  
1 s t  
1 s t  
1 s t  
2nd 
1 s t  
O r i g i n a l  
1 s t  
1 s t  
1 s t  
1 s t  

10-5 
10-6 
10-6.1 
10-6.2 
10-6.3 
10-6.4 
10-6.5 
10-6.6 
10-6.7 
10-6.8 
10-6.9 
10-7 
10-7.1 
10-7.2 
10-8 
10-9 
10- 10 
10-10.1 
10-10.2 
10-10.3 
10-11 
10-12 
10-13 
10-14 
10-15 
10-16 
10-17 
10-18 
10-19 
10-20 
10-21 
10-21.1 
10-21.2 
11-1 
11-2 
11-3 
11-4 
11-5 
11-6 
11-7 
11-8 
11-9 
11-10 
11-11 
11-12 
11-13 
11-14 
11-15 
11-16 

Number o f  
Rev is ion  
Except as 
I n d i c a t e d  

1 s t  
1 s t  
1 s t  
2nd 
2nd 
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
1 s t  
3 r d  
O r i  g i  na 
O r i  g i  na 
1 s t  
O r i  g i  na 
1 s t  
O r i  g i  na 
1 s t  
3 r d  
1 s t  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i  g i  na l  
1 s t  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
1 s t  
O r i  g i  na 
O r i g i n a  
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
1 s t  ~- ~ 

1 s t  
O r i  g i  na 
1 s t  
1 s t  
O r i g i n a l  
O r i  g i  na l  

*New o r  Revised ********** 



ISSUED : 

23-161 
23-162 
23-163 
23-164 
23-165 
23-166 
23-167 
23-168 
23-169 
23-170 
23-171 
23-172 
23-173 
23-174 
23-175 
23-176 
23-177 
23-178 
23-179 
23-180 
23-181 
23-182 
23-183 
23-284 
23-285 
23-286 
23-287 
23-288 
23-289 
23-290 
23-291 
23-292 
23-293 
23-294 
23-295 
23-296 
23-297 
23-298 
23-299 
23-300 
23-301 
23-302 
23-303 
23-304 
23-305 
23-306 
23-307 
23-308 
23-309 
23-310 
23-311 
23-312 
23-313 
23-314 
23-315 

e 
BELLSOUTH TELECOMM ICATIONS,  INC.  TARIFF F.C.C. NO. 1 
BY: Operations Manager - P r i c i n g  1ST REVISED PAGE 9.0.2 

CANCELS ORIGINAL PAGE 9.0.2 

t 
29657, 675 W .  Peachtree S t . ,  N.E. 
At lanta,  Geor i a  30375 

MAY 14, 2 8 01 EFFECTIVE: MAY 29, 2001 
ACCESS S E R V I C E  

CHECK SHEET 

Number o f  
Revision 
Except as 
I ndi cated 
Ori g i  nal 
Or ig ina l  
Or ig ina l  
Or ig ina l  
O r i  p i  nal 
1 s t  
O r i  g i  nal  
O r i  g i  nal  
Or ig ina l  
Or ig ina l  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
O r i  g i  nal 
O r i  g i  nal  
O r i  g i  nal 
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
O r i  g i  nal  
O r i  g i  nal 
O r i  g 
O r i  g 
O r i  g 
O r i  g 
O r i  a 

nal 
na 1 
nal 

O r i  S 
O r i  g 
O r i  g 
O r i  g 
O r i  g 
O r i  g 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
Origina 
O r i  a i  na 

na 
na 
na 
na 
na 
na 
na 
na 

O r i i i n a l  
Or ig ina l  
O r i  g i  nal  
O r i  g i  nal  
O r i  g i  nal  
O r i  g i  nal  

*New o r  Revised Page 

Page 
23-316 
23-317 
23-318 
23-319 
23-320 
23-321 
23-322 
23-323 
23-324 
23-325 
23-326 
23-327 
23-328 
23-329 
23-330 
23-331 
23-332 
23-333 
23-334 
23-335 
23-336 
23-337 
23-338 
23-339 
23-340 
23-341 
23-342 
23-343 
23-344 
23-345 
23-346 
23-347 
23-348 
23-349 
23-350 
23-351 
23-352 
23-353 
23-354 
23-355 
23-356 
23-357 
23-358 
23-359 
23-360 
23-361 
23-362 
23-363 
23-364 
23-365 
23-366 
23-367 
23-368 
23-369 
23-370 

Number o f  
Revis ion 
Except as 
Ind icated 

Or ig ina l  
O r i  g i  nal 
Or ig ina l  
Or ig ina l  
Or ig ina l  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
O r i  g i  nal  
O r i  g i  nal 
Or ig ina l  
Or ig ina l  
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
Or ig ina l  
Or ig ina l  
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
Ori g i  nal 
O r i  g i  nal 
O r i  g i  nal 
O r i  g i  nal  
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
Or ig ina l  
Or ig ina 
O r i  g i  na 
Or ig ina 
Or ig ina 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
Or ig ina l  
Or ig ina l  
Or ig ina l  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
Or ig ina l  
Or ig ina l  
Or ig ina l  
O r i  g i  nal 
Or ig ina l  
Or ig ina l  
O r i  g i  nal 
Or ig ina l  

********** 

%7 1 
23-372 
23-373 
23-374 
23-375 
23-376 
23-377 
23-378 
23-379 
23-380 
23-381 
23-382 
23-383 
23-384 
23-385 
23-386 
23-387 
23-388 
23-389 
23-390 
23-391 
23-392 
23-393 
23-394 
23-395 
23-396 
23-397 
23-398 
23-399 
23-400 
23-401 
23-402 
23-403 
23-404 
23-405 
23-406 
23-407 
23-408 
23-409 
23-410 
23-411 
23-412 
23-413 
23-414 
23-415 
23-416 
23-417 
23-418 
23-419 
23-420 
23-421 
23-422 
23-423 
23-424 
23-425 

Number o f  
Revi s i  on 
Except as 
Ind i ca ted  

O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i g i  na l  
O r i g i  na l  
O r i g i n a l  
O r i g i n a l  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
Ori g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  nal  
O r i g i n a l  
O r i  g i  nal  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i g i n a l  
O r i g i n a l  
O r i g i n a l  
O r i g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  nal  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na l  
Or ig ina l  
O r i  g i  nal  
O r i g i n a l  
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23-426 
23-427 
23-428 
23-429 
23-430 
23-431 
23-432 
23-433 
23-434 
23-435 
23-436 
23-437 
23-438 
23-439 
23-440 
23-441 
23-442 
23-443 
23-444 
23-445 
23-446 
23-447 
23-448 
23-449 
23-450 
23-451 
23-452 
23-453 
23-454 
23-455 
23-456 
23-457 
23-458 
23-459 
23-460 
23-461 
23-462 
23-463 
23-464 
23-465 
23-466 
23-467 
23-468 
23-469 
23-470 
23-471 
23-472 
23-473 
23-474 
23-475 
23-476 
23-477 
23-478 
23-479 
23-480 

Number o f  
Revi s i  on 
Except as 
Ind i ca ted  
Ori g i  na l  
O r i  g 
O r i  g 
O r i  g 
O r i  g 
O r i  g 
O r i  g 
O r i g  
O r i  g 
O r i g i n a l  
O r i  g i  nal  
O r i g i n a l  
O r i g i n a l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
Or ia ina  

na 1 
nal  
na l  
na l  
na 1 
na l  
na l  
na l  

O r i  iji na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  nal  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  nal  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  na l  
O r i g i n a l  
O r i  g i  nal  
O r i g i n a l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i g i n a l  
O r i  g i  na l  
O r i  g i  na l  
O r i g i n a l  
O r i g i n a l  
O r i g i n a l  
O r i  g i  na l  

*New o r  Revised Page 

EFFECTIVE: MAY 29, 2001 
ACCESS SERVICE 

CHECK SHEET 

Paqe 
23-481 
23-482 
23-483 
23-484 
23-485 
23-486 
23-487 
23-488 
23-489 
23-490 
23-491 
23-492 
23-493 
23-494 
23-495 
23-496 
23-497 
23-498 
23-499 
23-500 
23-501 
23-502 
23-503 
23-504 
23-505 
23-506 
23-507 
23-508 
23-509 
23-510 
23-511 
23-512 
23-513 
23-514 
23-515 
23-516 
23-517 
23-518 
23-519 
23-520 
23-521 
23-522 
23-523 
23-524 
23-525 
23-526 
23-527 
23-528 
23-529 
23-530 
23-531 
23-532 
23-533 
23-534 
23-535 

Number o f  
Revi s i  on 
Except as 
Ind i ca ted  

O r i  g i  na l  
O r i g i n a l  
O r i  g i  nal  
O r i g i n a l  
O r i  g i  nal  
O r i g i n a l  
O r i  g i  na l  
Or ig ina l  
O r i  g i  na l  
O r i  g i  nal  
O r i  g i  nal  
Or ig ina l  
Ori g i  nal  
O r i  g i  nal  
O r i  g i  nal  
O r i  g i  nal  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
Ori g i  nal  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
O r i  g i  nal  
O r i g i n a l  
Or ig ina l  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
O r i  g i  na l  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
O r i  g i  na l  
O r i  g i  nal  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  
O r i  g i  nal  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  na l  
O r i  g i  nal  
Or ig ina l  
Or ig ina l  
O r i g i  nal  
O r i  g i  nal  
Or ig ina l  
O r i  g i  na l  
O r i  g i  na l  
Or ig ina l  
O r i  g i  nal  
Or ig ina l  

********** 

%536 
23-537 
23-538 
23-539 
23-540 
23-541 
23-542 
23-543 
23-544 
23-545 
23-546 
23-547 
23-548 
23-549 
23-550 
23-551 
23-552 
23-553 
23-554 
23-555 
23-556 
23-557 
23-558 
23-559 
23-560 
23-561 
23-562 
23-563 
23-564 
23-565 
23-566 
23-567 
23-568 
23-569 
23-570 
23-571 
23-572 
23-573 
23-574 
23-575 
23-576 
23-577 
23-578 
23-579 
23-580 
23-581 
23-582 
23-583 
23-584 
23-585 
23-586 
23-587 
23-588 
23-589 
23-590 

Number o f  
Revi s i  on 
Except 
Ind ica.  

Or ig ina  
Or ig ina  
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  g i  na 
O r i  a i  na 
O r i  iji na l  
O r i g i n a l  
O r i  g i  nal  
O r i g i n a l  
O r i  g i  nal  
O r i  g i  na l  
O r i  g i  nal  
O r  i g i na 1 
O r i  g i  nal  
O r i  g i  nal  
O r i g i  nal  
O r i g i n a l  
O r i g i n a l  
Or ig ina l  
O r i g i  nal  
O r i g i n a l  
O r i g i  nal  
O r i  g i  nal  
O r i  g i  nal  
O r i  g i  nal  
O r i g i n a l  
O r i  g 
O r i  g 
Or ig  
O r i  g 
O r i  g 
O r i  g 
O r i  g 
O r i  9 
1 s t  
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EFFECTIVE: MAY 29, 2001 
ACCESS S E R V I C E  

5 - Order ing  Opt ions f o r  Be l lSouth  SWA and Spec ia l  Access (a.k.a. Be l lSouth  
SPA) Service (Cont 'd )  

5.2 Access Order (Cont 'd)  

5.2.7 Spec ia l  Access Serv i ce  (a.k.a. Be l lSouth  SPA) and Be l lSouth  SWA 
Transpor t  Se rv i ce  

(A)  For a l l  Spec ia l  Access (a.k.a. Be l lSouth  SPA) Serv ices  o t h e r  than 
Bel 1 South ADSL se rv i ce ,  t he  customer must s p e c i f y  t h e  customer premises 
o r  Hubs invo lved ,  t h e  channel t pe (e ., Video (a.k.a. Be l lSouth  SPA 

Be l lSou th  High Ca a c i t y ) ,  e t c . ) ,  t he  channel i n t e r f a c e ,  t echn ica l  
Video), Voice Grade (a.k.a. Bel Y South - 8  PA DSO VG),  High Capaci ty (a.k.a. 

s p e c i f i c a t i o n  pac R age and des i red .  When o r d e r i n g  Voice Grade 
a.k.a. Be l lSou th  SPA DSO channels and assoc ia ted  vo ice  grade 
a.k.a. Be l lSou th  SPA DSO channels, t h e  customer must 

s p e c i f y  whether they  a r e  t o  be b i l l e d  under t h e  Voice Grade (a.k.a. 
Be l lSou th  SPA DSO VG) Rate S t a b i l i t y  Plan. For m u l t i p o i n t  se rv i ces  t h e  
channel i n t e r f a c e  a t  each premises may, a t  t h e  reques t  o f  t h e  customer, 
be d i f f e r e n t  b u t  a l l  such i n t e r f a c e s  s h a l l  be corn a t i b l e .  When 
e s t a b l i s h i n g  Spec ia l  Access (a.k.a. Be l lSou th  SPAY Serv ice  under t h e  
Shared Network Arrangement, t he  host subsc r ibe r  must coord ina te  w i t h  
each s e r v i c e  user  t h e  design, t e s t i n g  and maintenance o f  t h e  serv ice .  
A d d i t i o n a l 1  , t h e  s e r v i c e  user must p rov ide  t o  t h e  Be l lSouth  Telephone 

Ca a c i t y  (a.k.a. Be l lSou th  SPA High Capacity) B i l l i n g  Account Number 
(HEAN). o f  t h e  hos t  subscr iber .  

For Be l lSou th  ADSL serv ice ,  t h e  Customer must s p e c i f y  t h e  Customer 
e l e c t r o n i c  m a i l  address, con f i rma t ion  o f  an end-user l e t t e r  o f  
a u t h o r i z a t i o n ,  end-user 's  Telephone Exchange s e r v i c e  p rov ide r ,  Network 
Serv i ce  P rov i  de r  and i n-se rv i  ce t e l  ephone number, t ype  o f  request, 
Be l lSou th  XAATMS Por t ,  where appropr iate,  and t h e  c i r c u i t  i d e n t i f i c a t i o n  
o f  t h e  t r a n s p o r t  f a c i l i t y  between the  Customer's premises and i t s  
Serv ing  Wire Center. 

When a customer reques ts  Be l lSouth  ADSL se rv i ce ,  End-User Aggre a t i on ,  

sessions and d e s t i n a t i o n s  per  l i n e  as s p e c i f i e d  i n  7.2.17(K)(2)-(3) and 
a l l  customer Domain Groups t h a t  each end-user can access. Furthermore, 
End-User A g r e  a t i o n  must be s p e c i f i e d  when i n i t i a l 1  

se rv i ce ,  End-User Aggregation. Connection t o  Be l lSou th  ADSL serv ice ,  
End-User Ag r e g a t i o n ,  i s  accomplished w i t h  f a c i l i t i e s  dedicated t o  t h e  

Corn any -spec i f i ed  Cent ra l  O f f i c e s  t h a t  a r e  capa e o f  p r o v i d i n g  

Spec ia l  Access (a.k.a. Be l lSouth  SPA) s e r v i c e  ra tes ,  charges and 
r e g u l a t i o n s  a r e  s p e c i f i e d  i n  Sect ion 7 o f  t h i s  t a r i f f .  
se rv i ce ,  End-User Aggregat ion t rans  o r t  f a c i l i t y  may n o t  be terminated 
i n  Be l lSou th  XAATMS. 
r e q u i r e d  when t h e  customer requests Be l lSouth  ADSL s e r v i c e  "Mu1 t i p l e  
Dest ina t ions ' '  and/or "Mu1 t i p l e  Sessions." 

Companies t i e Connecting F a c i l i t y  Arrangement (CFA) and t h e  High 

(C) 

t h e  customer must a d d i t i o n a l l y  spec i f y  t h e  p r imary  NSP, t h e  num 8 e r  o f  

t r a n s p o r t  3 3  a c i  i t y  t o  be u t i l i z e d  i n  c o n j u n c t i o n  w i t  Be l lSouth  ADSL 

t r a n s p o r t  o 9 Be l lSou th  ADSL service,  End-User A rega t ion ,  te rmina ted  i n  

Bel ! South ADSL se rv i ce ,  End-User Aggregation. 

o r d e r i n g  a 

%9 
I n t e r s t a t e  dedicated 

A Be l lSouth  ADSL 

Be l lSouth  ADS e serv ice ,  End-User Aggregation, i s  

********** 



a 
BELLSOUTH TELECOMMUNICATIONS, INC. 

ISSUED: MAY 14, 2 8 01 

TARIFF F.C.C. NO. 1 
BY: Operat ions Manager - P r i c i n g  4TH REVISED PAGE 7-58.13 

CANCELS 3RD REVISED PAGE 7-58.13 29657, 675 W. Peachtree S t . ,  N.E. 
A t l a n t a ,  Geor i a  30375 

EFFECTIVE: MAY 29, 2001 
ACCESS SERVICE 

7 - Special  Access (a.k.a. Be l lSouth  SPA) Service (Cont 'd )  

7.2 Serv i ce  D e s c r i p t i o n s  (Cont 'd)  

7.2.17 Be l lSou th  ADSL Serv ice  (Cont 'd)  

(B) Be l lSou th  ADSL se rv i ce  i s  f u rn i shed  where s u i t a b l e  f a c i l i t i e s  a re  
a v a i l a b l e  as determined by the  Telephone Compan . Be l lSouth  ADSL 

Exchange C a r r i e r s  Assoc ia t ion  (N.E.C.A.) F.C.C. T a r i f f  No. 4. 

t o  6.0 Mbps downstream and from 192 Kbps t o  896 Kbps upstream, i n  

s e r v i c e  Cent ra l  O f f i c e  a v a i l a b i l i t y  w i l l  be as Y i s t e d  i n  t h e  Na t iona l  

(C)  Be l lSou th  ADSL se rv i ce  i s  a v a i l a b l e  a t  peak data r a t e s  o f  f rom 192 Kbps 

combinations as s p e c i f i e d  f o l l  owing. 

Downstream 
Minimum Maximum 

NA 1.5 Mbps 
768 Kbps NA 
1.5 Mbps 1.8 Mbps 
2.0 Mbps 4.0 Mbps 
4.0 Mbps 6.0 Mbps 
384 Kbps NA 
192 Kbps NA 

Upstream 
Minimum Maximum 

NA 256 Kbps 
512 Kbps NA 
512 Kbps 768 Kbps 
640 Kbps 896 Kbps 
640 Kbps 896 Kbps 
384 Kbps NA 
192 Kbps NA 

Actual  da ta  r a t e  achieved may be a f f e c t e d  by l o o  l e n  t h  and o t h e r  
f a c t o r s .  
t h e  minimum data r a t e s  i n  (2) through ( i n  o rder  t h a t  t h e  achieved 

The movement of da ta  i n  a d i r e c t i o n  away from the  end-user premises, 
toward i t s  normal Serving Wire Center SWC), i s  i n  the  u stream 

premises from i t s  normal SWC i s  i n  the  downstream d i r e c t i o n .  

Month-to-month terms are  avai  1 ab1 e f o r  t he  Bel 1 South ADSL s e r v i c e  VCs 
s p e c i f i e d  i n  (C)  (1) and (2) preceding. 
v a r i a b l e  commitment per iods  o f  13 t o  24 months, and g rea te r  than 24 
months, a r e  a v a i l a b l e  f o r  t h e  Be l lSouth  ADSL se rv i ce  VCs s p e c i f i e d  i n  
(C)  (3) through (7)  preceding. 

I n  some cases, t h e  data r a t e  rov ided  1 7  y Be lSouth  may exceed 

minimum data  r a t e  w i l l  equal o r  exceed ' b  t e minimum data r a t e  s p e c i f i e d .  

d i r e c t i o n .  The movement o f  data i n  a 6 i r e c t i o n  toward t E e end-user 

Month-to-Month terms and 

(D) M u l t i p o i n t  se rv i ce  i s  no t  a v a i l a b l e .  

(E) The regu la t i ons ,  r a t e s  and charges s p e c i f i e d  i n  t h i s  t a r i f f  f o r  
Be l lSouth  ADSL se rv i ce  are  i n  a d d i t i o n  t o  a p l i c a b l e  r e  u l a t i o n s ,  r a t e s  

, b u t  do no t  i n c l u d e  any regu la t i ons ,  ra tes  o r  charges which may 
Cornpan! be app i e d  o r  charged t o  t h e  end-user by t h e  customer. 

and charges s p e c i f i e d  i n  t h i s  and/or o the r  !i a r i f f s  o f  t ;I e Telephone 

********** 
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ACCESS S E R V I C E  

7 - Special  Access (a.k.a. Bel lSouth SPA) Serv ice  (Cont'd) 

7.4 Rate Requlat ions (Cont 'd)  

7.4.29 Be l lSouth  ADSL Serv ice  

( A )  Monthly r a t e s  and nonrecur r ing  charges apply as s e c i f i e d  i n  7.5 

t h e  customer, bu t  do n o t  r e f l e c t  any a d d i t i o n a l  incremental c o s t  
assoc ia ted  w i t h  p r o v i d i n  s e r v i c e  t o  customers o f  a NSP. The min 

72) i s  51. The minimum q u a n t i t y  o f  Bel lSouth ADSL se rv i ce  VCs 
s p e c i f i e d  i n  7.2.17(C)(3) through (7)  i s  1. 

f o l l o w i n g ,  and r e f l e c t  t h e  cos t  o f  p rov id ing  B e l l  P outh  ADSL serv  

u a n t i t y  o f  Be l lSouth  AD ! L s e r v i c e  VCs s p e c i f i e d  i n  7.2.17(C)(l) 

21 
ce t o  

mum 
and 

Kl 
(B) A month1 r e c u r r i n g  r a t e  w i l l  be b i l l e d  t o  t h e  customer f o r  each 

P Be l lSout  i ADSL se rv i ce  VC es tab l i shed  t o  an end-user remises. 

determined E y the  commitment pe r iod  designated by t h e  customer 

The 
monthly r a t e  f o r  data r a t e  op t i ons  s p e c i f i e d  i n  7.2.1 ( C ) ( l )  and (2) 
w i l l  be as s p e c i f i e d  i n  7.5.21(A)( l )  and (2). The monthly r a t e  f o r  
da ta  r a t e  o t i o n s  s p e c i f i e d  i n  7.2.17(C)(3) through (7) w i l l  be 

beginning w i t h  establ ishment o f  t he  customer account. 

I n  a d d i t i o n  t o  month-to-month (MTM) ra tes ,  customer-selected cornmi tment 
per iods  o f  from 13 t o  24 months, and 25 months o r  g rea ter ,  a r e  
a v a i l a b l e  f o r  data r a t e  op t i ons  s p e c i f i e d  i n  7.2.17(C)(3) through ( 7 ) .  
When the  customer requests these data r a t e  opt ions,  the  customer must 
designate t o  the  Telephone Company the  commitment and o t i o n a l  

24 month commitment per iod .  

Rates s t a b i  1 i zed  under customer-selected commi tment per iods o f  from 13 
t o  24 months, and 25 months o r  g rea ter ,  a re  exempt from Te le  hone 

t h e  customer. I n  the  event t h a t  a VC i s  disconnected a t  customer 
request p r i o r  t o  compl e t i  on o f  a customer-sel ected commitment p e r i o d  i n  
excess o f  12 months, t h e  customer w i l l  be requ i red  t o  pay a t e r m i n a t i o n  
charge as speci f i ed i n (G) f o l  1 owi ng. The customer-desi gnated 
commitment and commitment pe r iod  may not be reduced, however, renewals 
o f  t he  e x i s t i n g  VC and da ta  r a t e ,  a t  t he  same end-user premises are  
al lowed a t  r a t e s  and terms and cond i t ions  a r o p r i a t e  f o r  new serv ice .  

s e r v i  ces. 

commitment pe r iod  desired, e.g. a commitment o f  20 mont I: s and a 13 t o  

Company-ini t i a t e d  increases. However, decreases w i l l  f l o w  t 1 rough t o  

cr) 

The VC nonrecur r ing  charges a re  no t  app l i ca  I3 e f o r  t h e  renewed 

********** 
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ACCESS SERVICE 

7 - Special Access (a.k.a. BellSouth SPA) Service (Cont'd) 
7.4 Rate Requlations (Cont'd) 
7.4.29 BellSouth ADSL Service (Cont'd) 
(8) (Cont'd) 

Subse uent to the establishment of a customer-selected comi tment 
perio! longer than 12 months, and prior to completion of that eriod, 
currently offered commitment and commitment period having a length 
equal to or longer than the time remaining in the existing arrangement. 
The appropriate rates will be as if for new service. Nonrecurring 
charges will not be re-applied for these renewals, and no credit will 
be provided for payments made during the former1 selected period. 
the existin arrangement will result in application of termination 
previous service will not be a factor in determination of rates 
appropriate for a renewed arrangement. 

the existing commitment and commitment period may be replaced E y a 

Changes to a commitment or commitment period wit $; a length shorter than 
liability c 1 arges as specified in G. following. 

existing customers of record as of May 28, 2001 will be a I lowed 180 
be allowed an initial period of 180 i ays beginning with establishment 

Zilling accounts across the region. During this initial 180- 6 ay 

Recognition of 

(C) For customer-selected VC data rates specified in 7.2.17(C (1) and (2), 
days, and new or future customers be inning on/after May 29, 2001 will 
of the first billing account, to attain a combined quantity of VCs at 
data rates specified in 7.2.17(C)(l) and (2) that is equal to or 
reater than the minimum number of VCs as specified in 7.4.29 A) on 

period, customers will be billed an amount equal to the number of VCs 
on their billing accounts across the region multiplied by the 
appropriate VC monthly recurring rate. 
Upon completion of the 180-day period, a monthly review will be 
conducted of uantities of VCs specified in 7.2.17(C)(l) and (2) that 
Each month, a customer account not meeting the minimum quantity o f  VCs 
specified in 7.4.29(A) will be charged an amount equal to the difference 
between the minimum quantity o f  VCs as specified in 7.4.29(A) and the 
customer's combined quantity of VCs at data rates specified in 

equal to the number of VCs actual1 
across the region, multiplied by t e appropriate VC monthly recurring 
rate. 

are associate ! with each customer's billing accounts across the region. 

and (2), multiplied by the rate specified in 
(a). This charge i s  in addition to the normal monthly rates 

x attained on their billing accounts 

Certain material previously appearing on this page now appears on 1st Revised 
Page 7-103.24.0.1 

********** 



I 0 
.. 

TARIFF F.C.C. NO. 1 
0 

BELLSOUTH TELECOMMUNICATIONS, INC.  
BY: Operat ions Manager - P r i c i n g  1ST REVISED PAGE 7-103.24.0.1 

29657, 675 W .  Peachtree S t . ,  N.E. CANCELS ORIGINAL PAGE 7-103.24.0.1 
A t l a n t a ,  Geor i a  30375 

ISSUED: MAY 14, 2801 EFFECTIVE: MAY 29, 2001 

ACCESS SERVICE 

7 - Special  Access (a.k.a. Be l lSouth  SPA) Se rv i ce  (Cont 'd)  

7.4 Rate Requ la t ions  (Cont 'd)  

7.4.29 Be l lSou th  ADSL Serv ice  (Cont 'd )  

C e r t a i n  m a t e r i  a1 now appearing on t h i s  page p r e v i o u s l y  appeared on 4 t h  Revised 
Page 7-103.24. 
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EFFECTIVE: MAY 29, 2001 
ACCESS SERVICE 

7 - Special Access (a.k.a. Bel lSouth SPA) Serv ice (Cont 'd)  

7.5 Rates and Charqes (Cont 'd)  

7.5.9 Hiqh Capacity (a.k.a. Bel lSouth SPA Hiqh Capaci ty)  Serv ice (Cont 'd)  

(B) I n t e r o f f i c e  Channel (Cont Id)  

( 2 )  1.544 Mbps - Per M i l e  (Cont'd) 

Per Month Rates 

Zone 3 Month 

S ta tes  Month 

A1 abama 
F1 o r i  da 
Georgia 
Kent u c ky 
Loui s i  ana 
M i  s s i  s s i  pp i  
Nor th  Carol i na 
South Carol i na 
Tennessee 

t o  
Plan A' 

24 t o  48 
Months 

16.00 
16.00 
16.00 
16.00 
16.00 
16.00 
16.00 
16.00 
16.00 

ALL STATES 

Month1 Rates 
*e Charqes F i xe  

Nonrecurr ing 

(B) I n t e r o f f i c e  
Channel 

(3) 3.152 Mbps I CB I CB I CB 

I C B  r a t e s  and charges are f i l e d  i n  7.6 fo l lowing.  

Plan B' 
49 t o  72 
Months 

$15.00 

15.00 
115.00 15.00 

15.00 
15.00 
15.00 

1 L5XX 

1 L5XX 
1 L5XX 
1 L5XX 
1L5XX 
1 L5XX 
1 L5XX 
1 L5XX 
1 L5XX 
1 L5XX 

Note 1: Channel Services Payment Plan and Area Commitment Plan Rates 

********** 
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ACCESS SERVICE 

7 - Spec ia l  Access (a.k.a. Be l lSouth  SPA) Se rv i ce  (Cont 'd)  

7.5 Rates and Charqes ( c o n t ' d )  

7.5.21 Be l lSou th  ADSL Serv i ce  

(A)  Low Speed, Asymmetric V i  r t u a l  C i  r c u i  t s  

(1) Per V i r t u a l  C i r c u i t ,  Downstream data  r a t e  up t o  1.5 Mbps, 
Upstream data  r a t e  up t o  256 Kbps 

Nonrecur r ing  Monthly 
Charge Rate 
Per VC Per V C  

(a) each $1 10.00 $33.00 

usoc 
A D F l l  

(2)  Per V i r t u a l  C i r c u i t ,  Downstream data r a t e  o f  a t  l e a s t  768 Kbps, 
Upstream data  r a t e  o f  a t  l e a s t  512 Kbps 

Nonrecur r ing  Monthly 
Charge Rate 
Per VC Per VC 

(a) each $300.00 $108.00 

usoc 
ADF61 

********** 
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A t lan ta ,  Geor i a  30375 

EFFECTIVE: MAY 29, 2001 
ACCESS SERVICE 

23 - Met ropo l i t an  S t a t i s t i c a l  Area Access Services (Cont Id)  

23.5 Rates and Charqes (Cont 'd)  

23.5.2 Be l lSou th  SPA Service (Cont 'd)  

23.5.2.9 Hiqh Capaci ty (a.k.a. Bel lSouth SPA Hiqh Capaci ty)  Serv ice (Cont'd) 

(B) I n t e r o f f i c e  Channel (Cont 'd)  

(2) 1.544 Mbps 
- Per M i l e  (Cont'd) 

Zone 3 Month 

States Month 

A1 abama 
F1 o r i  da 
Georgia 
Kent uc ky 
Louis iana 
M i s s i s s i p p i  
Nor th Carol i na 
South Carol i na 
Tennessee 

t o  

Per Month Rates 

Plan A' 
24 t o  48 
Months 

R 16.00 
R 16.00 
R 16.00 
R 16.00 
R 16.00 
R 16.00 
R 16.00 
R 16.00 
R 16.00 

ALL STATES 

Month1 Rates 
F i  x i  e 

Nonrecurr ing 
Charqes 

(B) I n t e r o f f i c e  
Channel 

(3) 3.152 Mbps I CB I C B  I CB 

(4) DS2 (6.312 Mbps) I C B  I C B  I C B  
Serv ice 

Plan B' 
49 t o  72 
Months 

15.00 
15.00 
15.00 
15.00 
15.00 
15.00 
15.00 
15.00 
15.00 

usoc 

1 L5XX 

1 LO++ 

Note 1: Channel Services Payment Plan and Area Commitment Plan Rates 

1L5XX 
1 L5XX 
1 L5XX 
1 L5XX 
1 L5XX 
1 L5XX 
1 L5XX 
1 L5XX 
1 L5XX 

********** 
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0 
TARIFF F.C.C. NO. 1 
1ST REVISED PAGE 23-576 
CANCELS ORIGINAL PAGE 23-576 

BELLSOUTH INC.  
BY: Operat ions Manager - P r i c i n g  

ISSUED: MAY 14, 2801 

29657, 675 W .  Peachtree S t . ,  N.E.  
A t l a n t a ,  Geor i a  30375 

EFFECTIVE: MAY 29, 2001 
ACCESS SERVICE 

23 - M e t r o p o l i t a n  S t a t i s t i c a l  Area Access Services (Cont 'd)  

23.5 Rates and Charqes (Cont 'd )  

23.5.2 Be l lSou th  SPA Serv i ce  (Cont 'd )  

23.5.2.21 Be l lSou th  ADSL Serv i ce  

(A)  Low Speed, Asymmetric V i  r t u a l  C i  r c u i  t s  

(1) Per V i r t u a l  C i r c u i t ,  Downstream data r a t e  up t o  1.5 Mbps, 
Upstream data r a t e  up t o  256 Kbps 

Nonrecur r i  ng Mon t h l  y 
Charge Rate 
Per V C  Per V C  

(a) each $1  10.00 $33.00 ADFl l  

(2) Per V i r t u a l  C i r c u i t ,  Downstream data r a t e  of a t  l e a s t  768 Kbps, 
Upstream data  r a t e  o f  a t  l e a s t  512 Kbps 

Nonrecur r ing  Monthly 
Charge Rate 
Per VC Per VC 

(a) each $300.00 $108.00 ADF61 

********** 



BELLSOUTH TELECOM 9 NICATIONS, INC. 
BY: ODerations Manaaer - P r i c i n a  

TARIFF F.C.C. NO. 1 
1ST REVISED PAGE 23-601 

29657, 675 W .  Pgachtree St.; N.E. CANCELS ORIGINAL PAGE 23-601 
A t lan ta ,  Geor i a  30375 

ISSUED: MAY 14, 2 i 01 EFFECTIVE: MAY 29, 2001 
ACCESS SERVICE 

23 - M e t r o p o l i t a n  S t a t i s t i c a l  Area Access Services (Cont ' d )  

23.6 P r i c i n q  F l e x i b i l i t y  USOC I n d i c a t o r s  (Cont 'd)  

llsac 
1 PQE3 
1PQE3 
1PQE4 
1 PQE4 
1 PQE5 
1PQE5 
1PQE5 
1 PQE6 
1 PQE7 
1PQE8 
1PQE8 
1PQE9 
1 PQE9 
1 PQEA 
lPQEA 
lPQEA 
1 PQEB 
1 PQEC 
l P Q E C  
1 PQEC 
lPQEC 
lPQED 
l P Q E E  
lPQEF 
lPQE0 
l P Q E P  
l P Q E P  
lPQFl  
1PQF2 
1PQF3 
1PQF4 
1 PQF4 
1PQF5 
1PQF5 
1PQF6 
1 PQF7 
1PQF8 
lPQF0 
1RL2W 
ADFl l  

- 
LightGate  1 C O C I  /Term/DS3 0 
LightGate OC-3 C O C I  /Term/DS3 0 
L i  ghtGate OC-3/12/48 COCI /STS-1  0 
LightGate Sync COCI /STS-1  0 
LGate Sync COCI/OC-3(2 F iber )  0 
L i  ghtGate OC-3/12/48 COCI/OC-3 0 
LightGate Sync COCI/OC-3 (2 F ibe r )  
LGate Sync COCI/OC-3(4 F iber )  0 
LGate Sync COCI /STS-1  CS 0 
LightGate OC-3/12/48 C O C I / D S l  0 
LightGate Sync C O C I / D S l  0 
L i  g h t Ga t e OC- 12/48 COC I /OC-3 
L igh tGate  Sync COCI/OC-3 CS 0 
LGate Sync COCI/28DSl/DSl 0 
L i  ghtGate OC-3/12/48 COCI/28 D S l / D S l  
L i  gh tGa t e Sync COC I /28DS 1/DS 1 
LightGate OC-3 COCI/OC-3 CS 0 
LightGate 1-4 C O C I  / DS3 
LightGate Async - C O C I  / OS3 
L i  g h t Ga t e OC-3/12/48 COCI/DS3 
LightGate Sync COCI/DS3 0 
LightGate OC-12 4 F iber  C O C I  
L ightGate OC-12 2 F iber  C O C I  
L ightGate OC-48 4 F iber  C O C I  
L ightGate OC-48 2 F iber  C O C I  
L ightGate 1-4 C U C I  / DS3 
LightGate Async C U C I  / DS3 
LightGate OC-3 C U C I / D S l  L 
LightGate OC-48 2 F iber  C U C I  
L ightGate OC-3 CUCI/DS3 L 
L i  ghtGate OC-3/12/48 CUCI /STS-1  L 
LightGate Sync CUCI/STS-1 L 
L i  ghtGate OC-12/48 CUCI/OC-3 L 
LightGate Sync CUCI/OC-3 (2 F ibe r )  L 
LightGate Sync CUCI/OC-3 (4 F ibe r )  L 
LightGate OC-12 4 F iber  C U C I  L 
LightGate OC-12 2 F iber  C U C I  L 
LightGate OC-48 4 F iber  C U C I  L 
VG Improved Return Loss 2-Wire . o  
Be l lSouth  ADSL Service 256Kbps x 1.5Mbps Asymmetric VC 0 

0 

0 

0 
0 

0 
0 
0 

0 
0 
0 
0 
L 
L 

L 

*L (Local Channel), I ( I n t e r o f f i c e  Channel), 0 (Other) 

********** 
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TARIFF F.C.C. NO. 1 
1ST REVISED PAGE 23-602 
CANCELS ORIGINAL PAGE 23-602 

0 
BELLSOUTH TELECOMMUNICATIONS, INC.  
BY: Opera t ions  Manager - P r i c i n g  

ISSUED: MAY 14, 2 1 0 1  

29G57, 675 W. Peachtree S t . ,  N.E. 
A t l a n t a ,  Geor i a  30375 

EFFECTIVE: MAY 29, 2001 
ACCESS SERVICE 

23 - Metropol  i t a n  S t a t i s t i c a l  Area Access Serv ices  (Cont ' d )  

23.6 P r i c i n q  F l e x i b i l i t y  USOC I n d i c a t o r s  (Cont 'd )  
INDICATOR* DESCRIPTION 

0 ADF21 
ADF31 B e l l S o u t h  ADSL Serv ice ,  1.5-1.8 Mbps Asymmetric VC 0 
ADF41 B e l l S o u t h  ADSL Serv ice,  2.0-4.0 Mbps Asymmetric VC 0 
ADF51 B e l l S o u t h  ADSL Serv ice,  4.0-6.0 Mbps Asymmetric VC 0 
ADF61 Be l lSou th  ADSL Serv ice,  512 x 768 Kbps Asymmetric VC 0 

B e l l S o u t h  ADSL Serv ice,  384Kbps Symmetric V C  

ADF7 1 
ADR 
APF19 
APFlA 
APF2D 
APF4D 
APF9A 
APF9D 
AVBSM 
BCND2 
BCND4 
BCNDA 
BCNF2 
BCNF4 
BCNM3 
BCNMS 
BCNPT 
BCNT2 
BCNT4 
BCNV2 
BCNV4 
BM30X 
BM3XX 
BMAOX 
BMAXX 
CCAPD 
CCAPO 

0 Be l  1 South ADSL Serv ice,  192Kbps Symmetric VC 
Be l lSou th  ADSL Serv ice,  VC R e d i r e c t i o n  Charge-Ea VC 0 

L F1 exServ D i  a1 Acc 1.2-19.2Kbps 
L F lexServ Analog 4W 1.2Kbps P o r t  
L F lexServ D i g i t a l  4W 1.2Kbp P o r t  
L F lexServ D i g i t a l  4W 4.8Kbps P o r t  
L F lexServ Analog 4W 9.6Kbps P o r t  
L F lexServ D i g i t a l  4W 9.6Kbps P o r t  
0 I S M D I  - SS7 P o i n t  Code f o r  MWI 
0 VG/WAL 2 Wire Data Br idge - Per P o r t  
0 VG/WAL 4 Wire Data Br idge - Per P o r t  
0 DDAS B r i d g i n g  - Per P o r t  
0 VG/WAL 2 Wire Te le  Br idge 
0 VG/WAL 4 Wire Te le  Br idge 
0 M e t a l l i c  3 Prem. Br idge - Per P o r t  
0 M e t a l l i c  Se r ies  Br idge - Per P o r t  
0 AP D i s t  Amp Br idge  
0 Telegraph 2 Wire Br idge 
0 Telegraph 4 Wire Br idge 
0 VG/WAL 2 Wire Br idge 
0 VG/WAL 4 Wire Br idge L 

SMARTGate On-Net DS3 
L SMARTGate Of f -Net  DS3 
L SMARTGate On-Net DS1 
L SMARTGate Of f -Net  DS1  
0 P. C. Est/Chg - per  Dest. Code 
0 P. C. Est/Chg - per  O r i g  Code 

*L (Local Channel), I ( I n t e r o f f i c e  Channel), 0 (Other) 

********** 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

CERTIFICATE OF SERVICE 

RE: Case No. 1 9 9 9 - 4 8 4  
BELLSOUTH TELECOMMUNICATIONS, INC. 

I, Stephanie Bell, Secretary of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission’s Order in the above case was 
served upon the following by U.S. Mail on May 14, 2001. 

See attached parties of record. 

a 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Jonathon N. Amlung 
Attorney f o r  Iglou Internet Services 
1000 Republic Building 
429 West Muhammad Ali Boulevard 
Louisville, KY. 40202 2347 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY. 40213 

Honorable Dorothy J. Chambers 
General Attorney 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY. 40232 

Honorable R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, N.W. 
Suite 4300 - BellSouth Center 
Atlanta, GA. 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY. 40601 

Creighton E. Mershon 
BellSouth Telecommunications, InC. 
P . O .  Box 32410 
Louisville, KY. 40203 

0 Dr. Bob Davis 
113 Pebble Beach 
Georgetown, KY. 40324 

e 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY. 40220 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC. ) 
) 
1 

) 
) 

CASE NO. 
vs. 1 99-484 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 

O R D E R  

On April 30, 2001, BellSouth Telecommunications, Inc. (“BellSouth”) filed a 

motion styled “Reconsideration of April 9, 2001 Order,” to which IgLou Internet Services, 

Inc. has responded. BellSouth filed its motion pursuant to KRS 278.400, which provides 

for rehearing in which a “party may offer additional evidence that could not with 

reasonable diligence have been offered on the former hearing.” BellSouth’s motion 

contains no additional evidence. Rather, it purports to be a “proposed resolution” and 

BellSouth asserts that it “withdraws its original proposal and offers this alternative 

proposal.”‘ Accordingly, the Commission does not consider BellSouth’s motion 

pursuant to KRS 278.400. Instead, recognizing the unusual circumstances of this case 

and the ever-changing regulatory and technological parameters of the issues in this 

docket, the Commission considers the motion and alternative proposal pursuant to its 

general grant of authority under KRS Chapter 278 to ensure fair, just, and reasonable 

utility services and rates. Though the procedural posture of this case is unusual, we 

believe that, under the circumstances, the public interest would not be served by our 

’ BellSouth Motion at 2. 

~ 



refusal to consider an additional BellSouth proposal which, at least in part, offers an 

excellent solution to concerns discussed in this docket regarding provision of digital 

subscriber line (“DSL”) service to small Internet service providers (“ISPs”). 

BellSouth proposes to provide DSL service at a single rate with no volume 

commitment above the 51 line minimum; to remove shortfall charges associated with 

channels above the 51 line minimum; and to increase non-recurring charges. In 

addition, BellSouth does not propose to comply with our previous order requiring it to 

“delete the termination liability charge if the end-use customer continues to receive 

service over BellSouth’s DSL facilities.”* 

IgLou objects to BellSouth’s motion. In its May 9, 2001 response, IgLou asserts 

that BellSouth’s proposal contains a substantial rate increase with no demonstration of 

any associated cost increase. Ig Lou also contends that the Commission should 

continue to take every step possible to ensure that Kentuckians are provided 

competitive choice for access to broad band services. 

According to BellSouth, its alternative proposal resolves the parity issue 

addressed by this Commission in its November 30, 2000 Order. In that Order, we 

required BellSouth to reduce its DSL tiers applicable to Kentucky. Requesting 

rehearing of that Order, BellSouth proposed to revise its Federal Communications 

Commission (“FCC”) tariff to reduce the monthly rate from $37 to $32 for the minimum 

volume, low data-rate range. However, upon this Commission’s acceptance of this 

alternative proposal, BellSouth did not file that FCC tariff. BellSouth has now submitted 

this new alternative proposal. The Commission finds that the elimination of the tier 

April 9, 2001 Order at 3. 

-2- 



structure to BellSouth’s tariff eliminates the Commission’s concern that “smaller lSPs 

simply cannot purchase the services their customer’s request in the volume necessary 

to receive the lowest tier p r i ~ e . ” ~  Accordingly, this portion of BellSouth’s alternative 

proposal should be accepted. The elimination of the tier structure will place IgLou, its 

larger competitors, and BellSouth’s own ISP operations on this same footing regarding 

the monthly recurring charges. 

Other portions of BellSouth’s motion are not, however, acceptable. For example, 

BellSouth’s proposal to charge non-recurring fees of $1 10 rather than $50 lacks cost 

justification. BellSouth must maintain the non-recurring charge of $50, unless and until 

it can provide cost justification for the proposed increase. If BellSouth provides 

information to this Commission demonstrating any increased costs for this charge, the 

Commission will revisit this issue. 

Moreover, the Commission affirms its April 9, 2001 decision requiring BellSouth 

to delete its termination liability charge if an end-use customer who switches from one 

ISP to another continues to receive service over BellSouth’s DSL facilities. BellSouth 

may, however, submit cost information demonstrating that this termination liability 

charge is cost-based. If such information is submitted, the Commission will revisit this 

issue. 

As a final note, the Commission is well aware that this proceeding has been a 

lengthy one. In it, we have been presented with complex issues of first impression, and 

have been, accordingly, reluctant to refuse to accept relevant ideas or information. 

However, eventually there must be a finality to any Commission case. Accordingly, the 

November 30,2000 Order at 9. 
-3- 



Commission does not contemplate the consideration of any additional motions in this 

proceeding . 

CONCLUSION 

The Commission, having considered BellSouth’s alternative proposal and IgLou’s 

response thereto, and having been otherwise sufficiently advised, HEREBY ORDERS 

that: 

I., BellSouth’s proposed FCC tariff revision for DSL service eliminating the 

tier structure and the volume discounts are hereby approved as a substitute for the 

terms previously ordered by this Commission, as modified herein. 

2. The April 9, 2001 Order in this matter is modified to the extent that its 

provisions conflict with this Order. 

3. BellSouth shall file with the FCC, no later than 15 days from the date of 

this Order, its proposed tariff revisions with the modifications described herein to be 

applicable to Kentucky, and shall file a copy of the same with this Commission. 

4. BellSouth shall file with this Commission a copy of all modifications to its 

DSL tariff, along with cost justification for such modifications, simultaneous with its filing 

with the FCC. 

5. One year from the date of this Order, BellSouth shall file a report stating 

the number of DSL lines in Kentucky sold to each ISP, and explaining in detail whether, 

in its opinion, the tariff approved herein continues to promote competition in Kentucky 

that benefits consumers. 

6. Within 6 months from the date of this Order, there shall be an informal 

conference in the Commission’s offices to discuss the status of DSL competition in 

Kentucky . 
-4- 



Done at Frankfort, Kentucky, this 14th dayxSf''May, 2001. 

By the Commission 

Chairman Martin J. Huelsmann took no part in the decision of this case. 

AlTEST: 

&pwf'i'i Executive Director 



W Tom Dorman 
I Executive Director 
1 Ky Public Service Commission 

Case #99434 

RE: Bellouth DSL Tarif 

I consider Louisville Telecom to be a vital part of Kentucky's Internet Industry. Louisville Telecom, like most all other Independent 
Service Providers in Kentucky, provides a unique level of service and support to those Rural Kentuckians that have always felt that 
they have been lei? out. 

As of this letter, Louisville Telecom has not been able to offer DSLBroadband to the Kentuckians we serve. The reason for this is 
quite simple. To date, the cost of wholesale DSLBroadband from Bellsouth, along with the huge commitments to circuits deployed 
over time, has simply made it impossible for Louisville Telecom to be even remotely competitive. I am trying to compete with a 
large monopoly that has essentially been given their taxpayer financed infrastructure and guaranteed rate structures. They 
continually use their monopoly status and size to keep any reasonable Competition at bay by giving away goods and services, free 
modems and installation, that Independent Service Providers simply cannot do and remain viable providers to the communities we 
serve. 

' 
I 

, 
1 
~ 

W Dorman, 

As the founder and owner of Louisville Telecom, LLC, a small ISP serving both Louisville, Ky and the surrounding rural 
communities of Bagdad, Bardstown, Battletown, Bedford, Bloomfield, Brandenburg, Campbellsburg, Carrollton, Chaplin, Cropper, 
Eminence, Finchville, Fort Knox, Ghent, Irvington, Lebanon Jct., Milton, Mount Eden, New Haven, North Garrett, Payneville, Port 
Royal, Radcliff, Rose Terrace, Shelbyville, Sanders, Simpsonville, Sulfur, Taylorsville, Vine Grove, and Waddy, I am very anxious 
to offer DSL - Broadband Internet Services. 

Single Circuit Rate - $29 recurring 

Termination Fee -.$O 
Installs - $50 

I am aware of no reason for the Bellsouth wholesale rates to increase. I feel that it would be a grave mistake for the Public Service 
Commission to consider the rate increase as proposed. The proposed wholesale rate increase, including the installationhermination 
fees will actually impede the deployment of DSLBroadband throughout the state of Kentucky. 

In closing, I am asking only that Louisville Telecom and all the other Independent Service Providers in Kentucky be allowed the 
reasonable chance of providing DSLBroadband and therby fUrther enhancing the development of commerce within the State of 
Kentucky. As we all should know, competition is what brings new ideas to hi t ion in our society. That competitive drive is what 
keeps us all at the forefront of humanity. We only ask for this reasonable chance to compete. 

Thank you. 

h t t p : / / w w w . l o u - t e l e c o r n . n e t  
- __ 

Louisville Telecom, LLC. EO. Box 21 187 * Louisville, KY 40221-0187 * Phone: (502) 363-6290 E-mail: inf@lou-telecom.net 

http://www.lou-telecorn.net
mailto:inf@lou-telecom.net


0 JONATHON N. AMLUNG e 

Thank you for your letter dated May 10,200 1, in which you expressed concern over IgLou’s 
I most recent filing in the above-referenced case. The information to which you refer was made publicly 

available by Fred Genving at least twice during an informal conference at the Public Service 
Commission. This conference was open to the public and was attended by people who were not parties 
to the confidentiality agreement you reference. As such, BellSouth apparently waived any interest it had 
in keeping this information confidential. 

3 . D h l . B . A .  
LICENSED IN KENTUCKY AND OHIO 

Apparently, you believe the information contained in IgLou’s brief was gleaned from the package 
I of information that was sent by BellSouth in response to the Commission’s request at the informal 
I conference. I do not recall this information being contained in that filing and, to be completely candid, 

we could nct g m e r  my useful or understandable infirmzition from that filing. In my event, it appears 
that most or all of that information is publicly available from the F.C.C. I 

ATTORNEY AT LAW 
1000 REPUBLIC BUILDING 

429 w. MUHAMMAD ALI BLVD. 
LOUISVILLE, KENTUCKY 40202-2347 

I 
I urge you to refrain from throwing around accusations of “violating” protective agreements and 

confidentiality provisions of the Commission without being entirely sure of the basis of your allegations. 
Again, this information was made publicly available by BellSouth itself through its agent, Fred Gerwing. 
I have not violated any agreements or confidentiality provisions, nor has IgLou. ~ 

TELEPHONE (503) 587-6838 
FACSIMILE (503) 584-0439 

E-MAIL jonathon@amlung.com 

May 11,2001 

VIA FACSIMILE TO (502) 582-1573 
AND REGULAR U.S. MAIL 

Ms. Dorothy J. Chambers 
BellSouth Teleccmimicztions, Icc. 
601 W. Chestnut Street, Room 407 
Louisville, Kentucky 40203 

RE: IgLou Internet Services, Inc. v. BellSouth Telecommunications, Inc., 
KY P.S.C. Case No. 1999-484. 

Dear Dorothy: 

Regardless, I have no interest in stirring up a heated debate over this small issue. Therefore, I 
will submit an edited copy of IgLou’s most recent filing to eliminate the information in question for the * 

portion of the file that is available for public viewing. In addition, I have contacted the third-parties in 
this case, &d they have agreed to return their copies directly to me unopened. 

mailto:jonathon@amlung.com


Ms. Dorothy J. Chambers 
May 11,2001 
Page 2 

I trust this represents a satisfactory resolution of this matter for you. Please do not hesitate to 
contact me should you have any questions or need M h e r  information. 

Cordially yours, 

cc: Thomas M. Dorrnan, Kentucky Public Service Commission 
Parties of Record 



0 JOXATHON N. AMLUNG 
ATTORNEY AT LAW 

1000 REPUBLIC BUILDING 
429 W. MUHAMMAD ALI BLVD. 

LOUISVILLE, KENTUCKY 40202-2347 

J.D./M.B.A. 
LICENSED IN KENTUCKY AND OHIO 

TELEPHONE: (503) 587-6838 
FACSIMILE (502)  584-0459 

E-MAIL: jonathon@amlung.com 

May 11,2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
?.O. Rnv 515 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc. v. BellSouth Telecommunications, Inc., 
Case No. 99-484 

Dear Mr. Dorman: 

Please find enclosed for filing an edited copy of IgLou’s Response to BellSouth’s Second Motion 
for Reconsideration for filing in the above-referenced case. According to BellSouth, the original 
document contained proprietary and confidential information. Rather than argue this point, I have 
prepared this edited document for public inspection. An original and ten (1 0) unedited copies will 
follow in a separate envelope. 

Thank you for your attention to this matter. Please do not hesitate to contact me should you have 
any questions or concerns. 

Cordially yours, 

Enclosures 

cc: Parties of record 

mailto:jonathon@amlung.com


BEFORE THE PUBLIC SERVICE CO1MiMSSION 

BELLSOUTH TiELECQMMUNICATIONS, Pic., ) 

Petitioner, ) 

V. ) NO. 1999-484 

IGLOU INTERNET SERVICES, INC., 1 

Respondent. ) 

IGLOU INTERNET SERVICES, INC.’S RESPONSE TO 
BELLSOUTH’S SECOND MOTION FOR RECONSIDERATIC 

* * * * *  

Comes now Respondent, IgLou Internet Services, Inc., and hereby objects to 

BellSouth’s Second Motion for Reconsideration. 

IGLOU’S DEMAND FOR EVIDENTIARY HEARING 

BellSouth filed its newest Motion for Reconsideration based upon the rehearing 

statute, K.R.S. 278.400. In accordance with due process considerations and K.R.S. 

278.400, IgLou is entitled to a formal evidentiary hearing in this matter should 

reconsideration be granted. IgLou objects to BellSouth’s newest motion. IgLou 

specifically hereby demands such a hearing if the Commission does not overrule 

BellSouth’s second Motion for Reconsideration. 

BELLSOUTH’S PROPOSAL REPRESENTS A SUBSTANTIAL RATE 
INCREASE WITHOUT ANY ASSOCIATED COST INCREASE 

In its most recent proposal, BellSouth would raise installation fees for DSL 

circuits - fiom $50 per install to $1 10 per install, an increase of 120%. BellSouth would 

also raise its monthly rates to $33.00, a 14% increase over the rates that most ISPs in - 



Kentucky would have paid under the Commission’s November 30,2000, Order. Finally, 

BellSouth completely ignores the Commission’s prior Order mandating the elimination of 

termination liability charges for customers switching ISPs without leaving BellSouth. 

This newest proposal, in what promises to be a long line of proposals by BellSouth, 

leaves Kentucky’s ISPs in a far worse situation when compared to the Commission’s 

prior Orders (which have been completely ignored) and BellSouth’s own prior proposal. 

BELLSOUTH’S COSTS HAVE NOT CHANGED - Under the Commission’s original Order of November 30,2000, BellSouth 

would reap a profit of over m.’ Apparently, that was not enough. BellSouth now 

seeks a profit margin of over mh, not including the 120% increase in its installation 

prices. BellSouth’s costs have not changed, yet the prices keep going up. BellSouth is 

simply seeking increased revenues from every angle at the expense of Kentucky 

consumers. From this rate hike, BellSouth stands to make nearly an additional quarter 

million dollars from IgLou and its customers alone in a single year (based upon IgLou’s 

prior commitment to this Commission of 2,000 lines). 

KENTUCKIANS DO NOT NEED A RATE HIKE TO 
STIMULATE BROADBAND DEPLOYMENT 

This Commission has correctly recognized the vital importance of broadband 

access to the economic future of the Commonwealth, and has expressed on numerous 

occasions in this case and others that it seeks rapid broadband deployment throughout 

Kentucky. Providing access to broadband with a competitive choice will provide 

’ IgLou affirmatively represented to this Commission that it would commit to the 2,000 line threshold in 
the November 30,2000, Order, at the $29.00 monthly rate. 

2 



Kentuckians with the tools necessary to bring about economic parity with surrounding 

states and other parts of the country. This goal has been in keeping with that of the 

Complainants throughout this case. 

It should be noted that BellSouth claims that its most recent proposal “more 

completely satisfies the Commission’s concerns as well as the issues raised by the 

complainant in this case.” However, BellSouth’s newest proposal does nothing to achieve 

the goals of the Commission nor alleviate the concerns of IgLou. IgLou has never 

intentionally requested a 120% increase in its nonrecurring charges as well as a 14% 

increase in the monthly DSL rates, and IgLou never will make this request. It is equally 

unlikely that this Commission would ever recommend such a rate hike to meet its goals 

of ubiquitous broadband deployment. 

CONCLUSION 

This Commission should not be misled by BellSouth’s latest proposal as being 

anythmg other than a rate hike in disguise. As this case drags on, it becomes more 

apparent that this Commission must take affirmative steps to ensure its goals of rapid 

broadband deployment are met and closure to this Iong-standing case can be achieved. 

BellSouth has continually denied this Commission’s power to require the filing of an 

intrastate DSL tariff. IgLou respectfully requests that this Commission require such an 

intrastate tariff. . 

3 



Respectfully submitted, 

429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40202 
Telephone (502) 587-6838 
Facsimile (502) 584-0439 

CERTIFICATION 

I hereby certify that a true and correct cop 3f the foregoing was mailed, postage pre- 
paid, to the parties of record this the 4 day of May, 2001. 
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Service List: 

Hon. Dorothy J. Chambers 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
601 W. Chestnut St., Room 407 
P.O. Box 32410 
Louisville, KY 40232 

Hon. R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
675 W. Peachtree St., N.W. 
Suite 4300 - BellSouth Center 
Atlanta,GA 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY 40601 

Hon. Creighton E. Mershon 
BellSouth Telecommunications, Inc." 
P.O. Box 32410 
Louisville, KY 40203 

Hon. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com 

May 10, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

Dorothy J. Chambers 
General Attorney 

502 582 1475 
Fax 502 582 1573 

RE: IgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Per the attached letter to Mr. Jonathon Amlung regarding 
the response IgLou filed in the above-captioned case on May 9, 
2001, it appears that the response contains proprietary cost 
information to which the Commission granted confidential 
treatment. 
seeking proprietary treatment of this cost information. 
BellSouth respectfully requests that IgLou's May 9, 
response not be put in the public record until it can be 
determined if there is any confidential information which needs 
to be redacted. 

It appears that this response has been filed without 

2001, 

Very truly yours, 

Dorothy J. Chambersg 

Attachment 

cc: Parties of Record 

3 4 3 6 7 9  
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@ BELLSOUTH 

BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy J. Chambers 
General Attorney 

Dorothy.ChambersQBeIlSouth.com 
502 582 1475 
Fax 502 582 1573 

May 10, 2 0 0 1  

Jonathon N. Amlung, Esq. 
1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, KY 40202-2347 

RE: IgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Amlung: 

The response filed by IgLou in this case on May 9, 2001, 
contains proprietary cost information which BellSouth filed with 
the Commission under protective cover along with a Petition for 
Confidentiality. On April 3 ,  2001, the Commission granted 
BellSouth's request for protection of that information. 

This proprietary information was provided to IgLou and its 
counsel pursuant to a proprietary agreement. Your inclusion of 
the proprietary cost information in the response violates the 
protective agreement you and your client have executed and also 
is in violation of the confidentiality provisions adopted by the 
Commission. 

BellSouth hereby requests that you not distribute the 
response any further. In the event unredacted copies already 
have been distributed, BellSouth requests that you retrieve all + 
copies of the response. 

Very truly yours, 

Dorothy J. Chambers " 
cc:' Thomas M. Dorman, Kentucky Public Service Commission 

Parties of Record 
343648 
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@ BELLSOUTH 

BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com 

Dorothy J. Chambers 
General Attorney 

502 582 1475 
Fax 502 582 1573 

May 10, 2001 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 1 2 7  
Frankfort, KY 40601 

Richard M. Breen, Esq. 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 

Re: IgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484  

Dear Ms. Monsanto and Mr. Breen: 

It appears that the response IgLou filed in the above- 
captioned case on May 9, 2001, contains proprietary information 
to which the Commission granted confidential treatment. If you 
have been provided an unredacted copy of this response, 
BellSouth requests that you return that information unopened to 
the undersigned or to Mr. Jonathon Amlung, counsel fo r  IgLou. 

Very truly yours, 

, ) 

Dorothy J. Chambers 3 -- 
cc: Mr. Thomas M. Dorman, Kentucky Public Service Commission 

Jonathon N. Amlung, Esq., Counsel for IgLou 

373703 
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/ICENSED IN KENTUCKY AND OHIO 

JONATHON N. AMLUNG - 

ATTORNEY A T  LAW 
io00 REPUBLIC BUILDING 

439 W. h.Ic~~wrsrm ALI Btm. 
LOUISVTLLE, KENTUCKY 40409-9947 

May 11,2001 

VIA FACSIhlILE TO (502) 582-1573 
AVD REGULAR U.S. MAIL 

Ms. Dorothy J. Chambers 
BellSouth Telecommunications, Inc. 
60 1 W. Chestnut Street, Room 407 
Louisville, Kentuck7 40203 

P.02 

TELEPHOYE (304) 887-6838 
FACSIMILE: (503) 5 8 4 4 4 ~ 9  

E-MAIL: jonathon@amlung.com 

RE: IPLOU Internet Services, Inc. v. BellSou th Telecommunications, Inc., 
KY P.S.C. Case No. 1999-484. 

Dear Dorothy: 

Thank you for your letter dated May 10,200 1, in which you expressed concern over IgLou’s 
most recent filing in the above-referenced case. The infomation to dhich you refer was made publicly 
available by Fred Gerwing at least twice during an informal conference at the Public Service 
Commission. This conference was open to the public and was attended by people who were not parties 
to the confidentiality agreement you reference. ’4s such. BellSouth apparently waived any interest it had 
in keeping this information confidential. 

Apparently, you believe the information contained in IgLou’s brief was-gleaned from the package 
of information that was sent by BellSouth in response to the Commission’s request at the informal 
conference. I do not recall this information being contained in that filing and, to be completely candid, 
we could not gamer any useful or understandable information from that filing. In any event, it appears 
that most or all of that information is publicly available from the F.C.C. 

I urge you to refrain from throwing around accusations of “violating” protective agreements and 
confidentiality provisions of the Commission without being entirely sure of the basis of your allegations. 
Again, this information was made publicly available by BellSouth itself through its agent, Fred Gerwing. 
I have not violated any agreements or confidentiality provisions, nor has IgLou. 

Regardless. I have no interest in stirring up a heated debate over this small issue. Therefore, I 
will submit an edited copy of IgLou’s most recent filing to eliminate the information in question for the 
portion of the file that is available for public viewing. In addition, I have contacted the third-parties in 
this case, &-id they have agreed to return their copies directly to me unopened. 

mailto:jonathon@amlung.com
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B I trust this represents a satisfactory resolution of this matter for'you. Please do not hesitate to 
any questions or I :ed further mformation. 

Cordially yours, 

cc: Thomas M. Dotman, Kentucky Public Service Commission 
Parties of Record 

. ... .. 
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UV f -~ 
EnIISoUUI lalncammunlcrtiam, Ina 
801 W. Cheatnut Street 
Room 407 

Dorothv J. Chmnbsra 
Gonerel Ammey 1 0  2009 

hileVll lR, 40203 
6026811476 

O o r o ~ y ~ C h ~ m b e r ~ B e l l S a u ~ . c o m  Fax 502 682 1673 c 

Mr. Thomae M. Dorman 
Executive Director 
Public Service Commisaion 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

May 10, 2001 
lyas, kd 

RE: TgLou Internet Servicee, Inc., Complainant v. 
BellSouth Telecommunfcatians, Inc., Defendant 
PSC 99-484 

Dear Mr. Donnan: 

Per the attached letter to Mr. Jonathon Amlung regarding 
the responee IgLou filed in the above-captioned case on May 9, 
2001, it appears that  the response contains proprietary cost 
information to which the Commission granted confidential 
treatment. 
seeking proprietary treatment of this cost information. 
BellSouth reepectfully requests that LgLou's May 9, 2001, 
response not be put in the public record until it can be 
determined if there is any Confidential information which neede 
to be redacted. 

It appears tha t  this reeponse hae been filed without 

Very truly 

Dorothy J. 

Attachment 

ce: Parties of Record 
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yours, 

mkhu e Chambers 
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Room 407 
Lauirwilts, #y 40209 
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BO1 W, Chestnut Street 
Dwtbv J. Chwnben 
General Attorney 

502 682 1475 
Fax 502 682 1673 

l a ,  2001 

Jonathon M. Amlung, Esq. 
ZOO0 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, KY 40202-2347 

RE: XgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484 

Pear Mr. Amlung: 

The response filed by IgLou in this case on May 9, 2001, 
contains proprietary cost  information which BellSouth filed with 
the Commiasion under protective cover along with a Petition for 
Confidentiality. On April 3, 2001, the Commiesion granted 
BellSouth’s requeet for protection of that information. 

Thie proprietary information was provided to Ighou and its 
couneel pursuant to a proprietary agreement. Your inclusion o f  
the proprietary cost information in the rcsponee violatee the 
protective agreement you and your c l i e n t  have executed and also 
i s  in violation o f  the confidentiality provision@ adopted by the 
Commiesion. 

BellSouth hereby requests that you not distribute the 
reeponee any further. In the event unredacted copiee already 
have been distributed, BellSouth requeats that you retrieve a l l  
copies of the response. 

Very truly YOUTB, 

U Dorothy J. Chambers 

CQ: Thomas M. Doman, Kentucky Public Service C a m m i 1 ~ 5 i o n  

349618 
Parties of Record 
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@, BELLSOUTH 

BsllSaUm Telrmmunlcetlanr Inc. 
601 W. Chestnut street 
Room 407 

Ooroth~ J. Chanben 
Ganerel Attornev 

Inulsvllle, KY 40203 
502 682 1476 

May 10, 2001 

Tanya Monsanto 
Legislative Research Commiaeion 
Capital Annex, Room 127 
Frankfort, KY 40601 

Richard M. Breen, Eeq. 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 

Re: IgLou Internet Services, Inc., Complainant v. 
Bellsouth Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Ms. Monsanto and Mr. Breen: 

It appears that the response IgLou f i l e d  in the above- 
captioned case on May 9, 2001, contains proprietary informatian 
to which the Commission granted confidential treatment. If you 
have been provided an unvedacted copy o f  this response, 
BellSouth requests that you return that information unopened to 
the undersigned or to Mr. Jonathon Amlung, counsel for IgLou. 

Very truly youra, 
n 

$+ a 
Dorothy J. Chambers 

C C :  M r .  Thomae M. Dorman, Kentucky Public Sewice Commiesion 
Jonathon N. Amlung, Esq., Counsel for IgLou 
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Paul E. Patton,  Governor 

Ronald B. McCloud, Secretary 
Public Protection and 

Regulation Cabinet 

Thomas M. Dorman 
Executive Director 

Public Service Commission 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

w w w .  psc.state.ky. us 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

Mart in J. Huelsmann 
Chairman 

Edward J. Holmes 
Vice Chairman 

Gary W. Gillis 
Corn m issione r 

May 9,2001 

Dorothy J. Chambers, Esq. 
BellSouth Telecommunications, Inc. 

601 West Chestnut Street, Room 407 
P. 0. Box 32410. 
Lou isvi I le , Kentucky 40232 

RE: Petition for Confidential Protection 
Case No. 99-484 

Dear Ms. Chambers: 

The Commission has received your petition filed April 30, 2001 , to protect as 
confidential the pricing and structure of the 256 Kbps x 1.5 Mbps and 512 Kbps x 768 
Kbps rate elements in BellSouth’s illustrative FCC tariff. A review of the information 
has determined that it is entitled to the protection requested on the grounds relied upon 
in the petition, and it will be withheld from public inspection. 

If the information becomes publicly available or no longer warrants confidential 
treatment, you are required by 807 KAR 5001 , Section 7(9)(a), to inform the 
Commission so that the information may be placed in the public record. 

Since rely, 

4GakB2W- 
Thomas M. Dorman 
Executive Director 
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BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com 

Dorothy J. Chambers 
General Attorney 

502 582 1475 
Fax 502 582 1573 

May 3 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Reference is made to BellSouth’s April 30 Motion for Reconsideration in this case and 
the Illustrative Tariff attached thereto. 

BellSouth sought confidential treatment of a portion of the illustrative tariff until a public 
announcement was made. This information now has been made public so there is no longer a 
need to protect it as proprietary. Accordingly, BellSouth advises the Commission that it hereby 
withdraws its request to treat the highlighted information in the Illustrative Tariff as confidential. 

Enclosures 

cc: Parties of Record 
3 14452 
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BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com 

Dorothy J. Chambers 
General Attorney 

502 582 1475 
Fax 502 582 1573 

May3 2001 

Mr. Thomas M. Dorman CEWE 
Executive Director 
Public Service Commission MAY 0 3 2001 
21 1 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

PUBLIC SEHQICE 
C O ~ U ~ ! O N  

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Reference is made to BellSouth’s April 30 Motion for Reconsideration in thts case and 
the Illustrative Tariff attached thereto. 

BellSouth sought confidential treatment of a portion of the illustrative tariff until a public 
announcement was made. This information now has been made public so there is no longer a 
need to protect it as proprietary. Accordingly, BellSouth advises the Commission that it hereby 
withdraws its request to treat the highlighted information in the Illustrative Tariff as confidential. 

Very truly yours, 1 

Enclosures 
Dorothy J. C h w  

cc: Parties of Record 

3 14452 
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BellSouth Telecommunications, Inc. 
P.D. Box 32410 
Louisville, KY 40232 

or 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.Chambers@BelISouth.com 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

April 30,2001 

Dorothy J. Chambers 
General Attorney 

502 582-1475 
Fax 502 582-1573 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mi-. Dorman: 

Enclosed for filing in this case are copies of BellSouth Telecommunications, Inc.’s 
Motion for Reconsideration of April 9,2001, Order. 

Portions of the Attachment to the Motion for Reconsideration contain confidential, 
commercial, or proprietary information. Pursuant to 807 KAR 5:001, Section 7, enclosed is 
BellSouth’s Petition for Confidentiality. 

One copy of the proprietary information is provided to the Commission. A copy of the 
proprietary information is provided to IgLou and its counsel pursuant to the previously executed 
Protective Agreement in this case. Requisite edited copies are provided for the public record and 
other parties of record. 

very truly yours, / I  

Enclosures 

cc: Parties of Record 
2921 I 9  
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, IMC 

COMPLAINANT 
1 

1 
V. 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 
1 

DEFENDANT ) 

CASE NO. 99-484 

CONFIDENTIALITY PETITION 
PURSUANT TO 807 KAR 5:OOl SECTION 7 

Petitioner, BellSouth Telecommunications, Inc., 

("BellSouth"), hereby moves the Public Service Commission of the 

Commonwealth of Kentucky (the 'Commission"), pursuant to KRS 

61.878 and 807 KAR 5:001, 57, to classify as confidential the 

following described information: 

The information highlighted with transparent 
ink in the illustrative tariff. 

The information for which BellSouth seeks confidentiality 

relates to pricing and structure of the 256 Kbps x 1.5 Mbps and 

512 Kbps x 768 Kbps rate elements in BellSouth's illustrative FCC 

tariff . 
The Kentucky Open Records Act exempts certain commercial 

information from the public disclosure requirements of the Act. 

KRS 61.878 (l)(c)l. To qualify for this commercial information 

exemption and, therefore, keep the information confidential, a 



party must establish that disclosure of the commercial 

information would permit an unfair advantage to competitors 

of the party seeking confidentiality if openly disclosed. 

61.878 (1) (c)l; 807 KAR 5:001, 87. The Commission has taken the 

position that the statute and rules require the party to 

demonstrate actual competition and a likelihood of competitive 

injury if the information is disclosed. 

KRS 

In the present case, if the proposed pricing information 

BellSouth seeks to protect were disclosed, it would constitute an 

inappropriate disclosure before proper announcements are able to 

be accomplished. 

acceptable, BellSouth anticipates making a prompt public 

announcement at which time BellSouth will withdraw its request 

for confidential treatment. 

services include competitive local exchange carriers and data 

competitive local exchange carriers such as COVAD. 

If the Commission finds this proposal 

BellSouth's competitors for DSL 

BellSouth would suffer competitive injury if its 

illustrative tariff were disclosed before public announcement of 

the tariff. Disclosure of this information would give 

BellSouth's competitors an unfair business advantage over 

BellSouth in that they have advanced knowledge of BellSouth's 

pricing direction and rate structure. 

BellSouth's illustrative tariff should be protected from 

disclosure until it is publicly announced. 

Because of this, 

2 



BellSouth recognizes that this information may be helpful to 

the Commission. However, to require that this information be 

divulged to BellSouth's competitors creates substantial unfair 

disadvantage to BellSouth. In addition, the Commission should 

accord confidential treatment to this information for the 

following reasons: 

(1) 

requesting confidential treatment is not 

known outside of BellSouth; 

(2) 

within BellSouth and is known only by those 

of BellSouth's employees who have a 

legitimate business need to know and act upon 

the information; 

( 3 )  

confidentiality of this information through 

all appropriate means, including the 

maintenance of appropriate security at its 

off ices ; 

( 4 )  The disclosure of this information would 

cause competitive injury to BellSouth in that 

it would provide BellSouth's competitors with 

sensitive financial data with respect to 

certain of BellSouth's services. The 

disclosure of this information would be an 

The information as to which BellSouth is 

The information is not disseminated 

BellSouth seeks to preserve the 

3 



inappropriate and premature disclosure of 

proposed pricing in an FCC tariff before a 

public announcement; and 

( 5 )  By granting BellSouth‘s petition, there 

would be no damage to any public interest in 

disclosure. In fact, the public would be 

best served by non-disclosure,because 

competition would thereby be promoted. 

For these reasons, the Commission should grant BellSouth’s 

request for confidential treatment of the information highlighted 

with transparent ink in the illustrative tariff. 

Respectfully submitted, 

601 West Chesthub-S&eet, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 
(502) 582-1475 

J. Phillip Carver 
Suite 4300, BellSouth Center 
675 W. Peachtree Street, N.E. 
Atlanta, GA 30375 
Telephone No. (404) 335-0710 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., 
) 

Complainant ) 
V. 1 CASE $NO. 99-484  

1 

) 
Defendant 1 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 

BELLSOUTH TELECOMMUNICATIONS, INC.'S 
MOTION FOR RECONSIDERATION OF APRIL 9, 2001, ORDER 

BellSouth Telecommunications, Inc., ("BellSouth"), by 

counsel, hereby respectfully requests reconsideration of the 

Commission's Order issued April 9, 2001. 

BellSouth is requesting reconsideration of the April 9, 

2001, Order because of the rapid changes that continue to occur 

in the DSL marketplace. Further, the proposal presented herein 

more adequately addresses all of the Commission's concerns 

identified in this case and achieves the parity that the 

Complainant has insisted throughout this proceeding was its 

fundamental concern. 

resolution, as was the case with BellSouth's original proposed 

BellSouth also believes that this proposed 



resolution, has the added advantage of mooting the significant 

jurisdictional issue that otherwise would need to be addressed. 

The Commission’s April 9, 2001, Order did not fully accept 

BellSouth’s proposed resolution. Accordingly, BellSouth 

withdraws its original proposal and offers this alternative 

proposal. 

BellSouth offers in this proposed resolution to file a new 

interstate DSL tariff at the FCC that eliminates volume 

discounts and creates a single price applicable to all entities 

ordering DSL throughout BellSouth‘s region. 

illustrative tariff. This tariff proposes: 

See attached 

Availability of 256Kbps x 1.5Mbps and 512Kbps x 
768Kbps Virtual Channels at a single rate, per VC 
associated with each speed (no volume commitment 
above the 51 minimum). 
Removal of Shortfall Charges associated with 
virtual channels above the 51 minimum commitment 
level. 
Increases the 256Kbps x 1.5Mbps nonrecurring 
charge 
Revision of period to reach minimum 51 virtual 
channels. 
Clarification of treatment for customers with 
fewer than the 51 virtual channel minimum. 

I 

! 

Since this tariff is an illustrative, incidental changes could 

occur before the tariff filing package is actually filed with 

the FCC. 

2 



This proposal has the advantage of addressing the parity 

issue identified by this Commission and resolving the alleged 

pricing disparity complained of by IgLou. 

proposal simplifies BellSouth's interstate tariff at the FCC for 

wholesale DSL. 

In addition, this 

This Commission found that the reductions of BellSouth's 

first proposal adequately met the requirements for reducing 

shortfall penalties and were sufficient to allow BellSouth's 

competitors to function in the DSL market. 

noted, although BellSouth's first proposed resolution did not 

specifically modify the terms relating to the penalty 

provisions, since BellSouth's shortfall penalties were largely 

tied to prices, BellSouth's original proposal had the effect of 

proportionately reducing the penalty provisions by 3/8ths of the 

current penalties. 

benefit of eliminating the shortfall charge for volumes by 

establishing a single pricing structure. 

As this Commission 

BellSouth's current proposal also has the 

This Commission's November 2000 Order required BellSouth to 

file an intrastate DSL tariff that reduced the DSL tiers 

applicable to Kentucky to reflect 5 percent of the FCC's tariff 

volumes. However, the Commission in its April 9, 2001, Order 

stated its willingness to approve a portion of BellSouth's first 

proposed resolution to file a revised interstate tariff with the 

FCC. BellSouth's first proposal included substantially 

3 



collapsed DSL wholesale tariff price6.l 

recognized that a comparison of BellSouth's first proposal and 

the requirements of this Commission's November 2000 Order 

demonstrated BellSouth's first proposal would create substantial 

benefits for IgLou and other similarly situated ISPs  over the 

Commission's November Order. 

This Commission 

BellSouth believes that the proposal offered herein is 

necessary because of the changing DSL landscape and also is a 

better resolution for all concerned. 

in its April 9, 2001, Order, BellSouth's original proposed 

resolution continued the volume tiered structure but proposed to 

reduce the prices while retaining a regional count. The single 

pricing proposal presented herein should be accepted because it 

addresses the issue of parity amongst all entities obtaining DSL 

from BellSouth, including BellSouth's provision of DSL to 

itself. 

As this Commission noted 

BellSouth notes that it is not only willing, but anxious to 

implement a final resolution satisfactory to the Commission and 

to accomplish it with all due speed. 

respectfully requests the comments and determination on this 

Therefore, BellSouth 

IgLou continued to object to BellSouth's proposed resolution because of, 
among other issues, the tiered structure would be continued. Thus, IgLou 
complained that the best price was available only to those who ordered 40,000 
DSL lines on a region-wide basis. 

4 
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final proposed resolution be expedited. 

this resolution is acceptable, 

If the Commission finds 

BellSouth is prepared to file the 

proposed tariff on an expedited basis and, in any event, no 

later than May 14, 2001, with the FCC. 

BellSouth believes that the alternative it is proposing 

herein more completely satisfies the Commission’s concerns as 

in this case. 

For these reasons, BellSouth respectfully requests that the 

Commission grant reconsideration and modify its April 9, 2001, 

Respectfully submitted, 
/? 

Dorothy J. b&bers 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
J. Phillip Carver 
Suite 4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

262653  
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0 BELLSOUTH TELECOMMUNICATIONS, INC.  TARIFF F.C.C. NO. 1 
BY: Operations Manager - P r i c i n g  4TH REVISED PAGE 5-9 EDITED 

29657, 675 W. Peachtree S t . ,  N.E. CANCELS 3RD REVISED PAGE 5-9 

EFFECTIVE: MAY 29, 2001 
At1 anta, Georgia 30375 

ISSUED: MAY 14, 2001 
ACCESS SERVICE 

SPA) Service (Cont Id)  
5 - Order ing Options f o r  Bel lSouth SWA and Special Access (a.k.a. Bel lSouth 

5.2 Access Order (Cont 'd)  

5.2.7 Special Access Service (a.k.a. Bel lSouth SPA) and Bel lSouth SWA 
Transport Service 

(A) For a l l  Special Access (a.k.a. Bel lSouth SPA) Services o the r  than 
Bel 1 South ADSL service,  t h e  customer must spec i f y  the  customer premises 
o r  Hubs involved, t he  channel t pe (e ., Video (a.k.a. Bel lSouth SPA 

Bel lSouth High Ca a c i t y ) ,  etc.) ,  t he  channel i n t e r f a c e ,  t echn ica l  
Video), Voice Grade (a.k.a. Bel Y South '! PA DSO VG),  High Capacity (a.k.a. 

speci f i  c a t i  on pac 1: age and opt ions desi red. When order ing Voi ce Grade 
a.k.a. Bel lSouth SPA DSO VG l o c a l  channels and associated vo ice grade 
a.k.a. Bel lSouth SPA DSO VG i n t e r o f f i c e  channels, t he  customer must 

spec i f y  whether they are t o  be b i l l e d  under the  Voice Grade (a.k.a. 
Bel lSouth SPA DSO VG) Rate S t a b i l i t y  Plan. For m u l t i p o i n t  serv ices t h e  
channel i n t e r f a c e  a t  each premises may, a t  t h e  request o f  t he  customer, 
be d i f f e r e n t  bu t  a l l  such i n t e r f a c e s  s h a l l  be com a t i b l e .  When 
e s t a b l i s h i n g  Special Access (a.k.a. Bel lSouth SPA! Service under the  
Shared Network Arrangement, t h e  host subscr iber must coord inate w i t h  
each se rv i ce  user the  design, t e s t i n g  and maintenance o f  t he  serv ice.  
A d d i t i o n a l l  , t h e  serv ice user must provide t o  the  Bel lSouth Telephone 

Ca a c i t y  (a.k.a. Bel lSouth SPA High Capacity) B i l l i n g  Account Number 
(HEAN) o f  t h e  host subscr iber.  

Companies t i e Connecting F a c i l i t y  Arrangement (CFA) and t h e  High 

(B) For Bel 1 South SWA Dedicated Transport Services, t he  customer must 
s p e c i f y  t h e  F a c i l i t y  Hubs involved, i f  ap l i c a b l e ,  t he  channel t pe 

i n t e r f a c e  and any opt ions desired. When e s t a b l i s h i n g  Bel lSouth SWA 
Transport  Services under the  Shared Network Arrangement, t h e  host 
subscr iber  must coordinate w i t h  each serv ice user the  design t e s t i n g  and 
maintenance o f  t he  service.  A d d i t i o n a l l  , t h e  se rv i ce  user must prov ide 

Arrangement (CFA) and the  B i l l i n g  Account Number (BAN) o f  t h e  host 
subscr iber.  

(e.g. Bel lSouth SWA Voice Grade, Bel lSout I: SWA DS1, etc.) ,  t h e  c K annel 

t o  Bel lSouth Telecommunications, Inc., t i e Connecting F a c i l i t y  

********** 



b I BELLSOUTH TELECOMMUNICATIONS, I N C .  TARIFF F.C.C. NO. 1 
BY: 0 e r a t i o n s  Manager - P r i c i n g  4TH REVISED PAGE 7-58.13 

CANCELS 3RD REVISED PAGE 7-58.13EDITED 26657, 675 W. Peachtree S t . ,  N.E. 
At1 anta, Georgia 30375 

ACCESS SERVICE 

7 - Special Access (a.k.a. Bel lSouth SPA) Service (Cont'd) 

7.2 Service Descr iDt ions (Cont'd) 

7.2.17 Bel lSouth ADSL Service (Cont'd) 

(B) Bel lSouth ADSL se rv i ce  i s  furn ished where s u i t a b l e  f a c i l i t i e s  a re  
a v a i l a b l e  as determined by the  Telephone Compan . Bel lSouth ADSL 

Exchange C a r r i e r s  Associat ion (N.E.C.A.) F.C.C. T a r i f f  No. 4. 
se rv i ce  Central  Off ice a v a i l a b i l i t y  w i l l  be as Y i s t e d  i n  t h e  Nat ional  

(C)  Bel lSouth ADSL se rv i ce  i s  a v a i l a b l e  a t  peak data r a t e s  o f  from 192 Kbps (C) 
t o  6.0 Mbps downstream and from 192 Kbps t o  896 Kbps upstream, i n  (C) 
combinations as s p e c i f i e d  fo l l ow ing .  

Downstream 
M i  n i  mum Maxi mum 

Upstream 
Minimum Maximum 

NA 1.5 Mbps NA 256 Kbps 
768 Kbps NA 512 Kbps NA 
1.5 Mbps 1.8 Mbps 512 Kbps 768 Kbps 
2.0 Mbps 4.0 Mbps 640 Kbps 896 Kbps 
4.0 Mbps 6.0 Mbps 640 Kbps 896 Kbps 
384 Kbps NA 384 Kbps NA 

(7 192 Kbps NA 192 Kbps NA 

Actual data r a t e  achieved may be a f f e c t e d  by l o o  l e n  t h  and o the r  
f a c t o r s .  

minimum data r a t e  w i l l  equal o r  exceed the  minimum data r a t e  spec i f i ed .  
The movement o f  data i n  a d i r e c t i o n  away from the  end-user premises, 
toward i t s  normal Serving Wire Center (SWC), i s  i n  t h e  u stream 
d i r e c t i o n .  
premises from i t s  normal SWC i s  i n  the  downstream d i r e c t i o n .  

I n  some cases, t h e  data r a t e  rov ided E 9  y Be lSouth may exceed 
t h e  minimum data r a t e s  i n  (2) through ( P ) i n  order t h a t  t h e  achieved 

The movement o f  data i n  a d i r e c t i o n  toward t I: e end-user 

(D) M u l t i p o i n t  se rv i ce  i s  no t  ava i l ab le .  

(E) The regu la t i ons ,  r a t e s  and charges s p e c i f i e d  i n  t h i s  t a r i f f  f o r  
Bel lSouth ADSL se rv i ce  are i n  a d d i t i o n  t o  a p l i c a b l e  regu la t i ons ,  r a t e s  

, b u t  do no t  i nc lude  any regulat ions,  ra tes  o r  charges which may 
ar3 charges s p e c i f i e d  i n  t h i s  and/or o ther  7 a r i f f s  o f  t he  Telephone 

CompanT be app i e d  o r  charged t o  t h e  end-user by the  customer. 

********** 
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I BELLSOUTH TELECOMMUNICATIONS, INC. TARIFF F.C.C. NO. 1 

CANCELS 4TH REVISED PAG * ISSUED: MAY 14, 2001 EFFECTIVE: MAY 29, 2001 

BY: Operations Manager - Pricing 5TH REVISED PAGE 7-103. 
29657, 675 W. Peachtree St., N.E. 
Atlanta, Georgia 30375 

ACCESS SERVICE 

7 - Special Access (a.k.a. BellSouth SPA) Service (Cont'd) 

EDITED 
I -  103.23 

7.4 Rate Requlations (Cont'd) 

7.4.29 BellSouth ADSL Service 

(A )  Monthly rates and nonrecurring charges apply as s ecified in 7.5.21 
following, and reflect the cost of providing Bell 0 outh ADSL service to 
the customer, but do not reflect any additional incremental cost 
associated with roviding service to customers o f  a NSP. The minimum 
uantity of Bell P outh ADSL service VCs s ecified in 7.2.17(C)(l) and 

72) to which the customer can commit is !1 The minimum quantity of 
BellSouth ADSL service VCs specified in 7.E.l7(C)(3) through (7) to 
which the customer can commit is 1. 

A monthly recurring rate will be billed to the customer for each 
end-user premises to which the customer has a VC established usino 
Bel 1 South ADSL service. 

The initial month1 rate tor data rate options specitied in 
7.2.17(C) (3 through (7) wil T be determined by the commitment period 
designated b y the customer beginning with establishment of the customer 
account. 

In addition to month-to-month (MTM) rates, customer-selected commitment 
periods of from 13 to 24 months, and 25 months or greater, are 
available for data rate options specified in 7.2.17(C) (3) through (7). 
When the customer orders service for these data rate options, the 
customer must designate to the Telephone Company the commitment and 
optional commitment period desired, e.g. a commitment o f  20 months and 
a 13 to 24 month commitment period. 

Rates stabilized under customer-selected commitment periods of from 13 
to 24 months, and 25 months or greater, are exempt from Tele hone 

the customer. In the event that a VC is disconnected at customer 
request prior to completion of a customer-selected commitment period in 
excess o f  12 months, the customer will be required to pay a termination 
charge as specified in (G) following. The customer-designated 
commitment and commitment period may not be reduced, however, renewals 
of the existing VC and data rate, at the same end-user premises are 
allowed at rates and terms and conditions a ropriate for new service. 

services. 

Company-ini tiated increases. However, decreases wi 1 1  flow t rl rough to 

The VC nonrecurring charges are not applica 17 e for the renewed 

********** 



J BELLSOUTH TELECOMMUNICATIONS, INC. TARIFF F.C.C. NO. 1 
BY: 0 e ra t i ons  Manager - P r i c i n g  

ISSUED: MAY 14, d o 1  

5TH REVISED PAGE 7-103.24 FDITED 

EFFECTIVE: MAY 29, 2001 

2 t; 657, 675 W .  Peachtree S t . ,  N.E. CANCELS 4TH REVISED PAGE 7-103.2 
At lanta,  Geor i a  30375 

ACCESS SERVICE 

7 - Special Access (a.k.a. Bel lSouth SPA) Service (Cont'd) 

7.4 Rate Requlat ions (Cont'd) 

7.4.29 Bel lSouth ADSL Service (Cont'd) 

(B) (Cont 'd)  

Subse uent t o  t he  establ  i shment o f  a customer-sel ected commitment 
perio! longer  than 12 months, and p r i o r  t o  completion o f  t h a t  er iod,  

equal t o  or longer  than t h e  t ime remaining i n  the  e x i s t i n g  arrangement. 
The approp r ia te  ra tes  w i l l  be as i f  f o r  new serv ice.  Nonrecurr ing 
charges w i l l  no t  be re-appl ied f o r  these renewals, and no c r e d i t  w i l l  
be provided f o r  payments made du r ing  the  former1 se lected per iod.  

t h e  e x i s t i n  arrangement w i l l  r e s u l t  i n  a p p l i c a t i o n  o f  t e rm ina t ion  

previous se rv i ce  w i l l  no t  be a f a c t o r  i n  determinat ion o f  r a t e s  
approp r ia te  f o r  a renewed arrangement. 

t h e  e x i s t i n  commitment and commitment pe r iod  may be replaced E y a 
c u r r e n t l y  o 3 fe red  commitment and commitment per iod having a l e n g t h  

Changes t o  a commitment o r  commitment pe r iod  w i t  K a leng th  s h o r t e r  than 

l i a b i l i t y  c ! arges as s p e c i f i e d  i n  G. f o l l ow ing .  Recogni t ion o f  

(0 

********** 
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. ""BELLSOUTH TELECOMMUNICATIONS, INC. TARIFF F.C.C. NO. 1 
BY: Operations Manager - P r i c i n g  1ST REVISED PAGE 7-103.24.0.1 EDITED 

29657, 675 W .  Peachtree St . ,  N.E. CANCELS ORIGINAL PAGE 7-103.24.0.1 
At lanta,  Georgia 30375 , 8  ISSUED: MAY 14, 2001 EFFECTIVE: MAY 29, 2001 

ACCESS SERVICE 

7 - Special Access (a.k.a. Bel lSouth SPA) Service (Cont'd) 

7.4 Rate Requlat ions (Cont'd) 

7.4.29 Bel lSouth ADSL Service (Cont'd) 
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+ I  BELLSOUTH TELECOMMUNICATIONS, INC.  TARIFF F.C.C. NO. 1 
BY: Operat ions Manager - P r i c i n g  4TH REVISED PAGE 7-156.93 SDITED 

29657, 675 W .  Peachtree St.,  N.E. CANCELS 3RD REVISED PAGE 7-156.9 
At1 anta, Georgia 30375 

ACCESS SERVICE 

7 - Spec ia l  Access (a.k.a. Be l lSouth  SPA) Se rv i ce  (Cont 'd)  

7.5 Rates and Charqes ( con t ' d )  

7.5.21 Be l lSou th  ADSL Serv ice  

(A) Low Speed, Asymmetric V i r t u a l  C i r c u i t s  

(1) Per V i r t u a l  C i r c u i t ,  Downstream data  r a t e  up t o  1.5 Mbps, 
Upstream data  r a t e  up t o  256 Kbps 

(2) Per V i r t u a l  C i r c u i t ,  Downstream data  r a t e  o f  a t  l e a s t  768 Kbps, 
Upstream data  r a t e  o f  a t  l e a s t  512 Kbps 

I 

********** 



CERTIFICATE OF SERVICE I 

Q) 

I hereby certify that a copy of the foregoing was served on 

the following individuals by mailing a copy thereof, this 30th 

day of April 2001. 

I 

Honorable Jonathon N. Amlung 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 
Louisville, KY 40201-1417 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort, KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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J.D./M.B.A. 
LICENSED IN KENTUCKY AND OHIO 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602 

a, JONATHON N. AMLUNG 0 
ATTORNEY AT LAW 

1000 REPUBLIC BUILDING 
429 W. MUHAMMAD ALI BLM. 

LOUISVILLE, KENTUCKY 40202-2347 

TELEPHONE: (502) 587-6838 
FACSIMILE: (502) 584-0439 

E-MAIL: jonathon@amlung.com 

April 26,2001 

AQR 2 7 2001 

RE: IgLou Internet Services, Inc. v. BellSouth Telecommunications, Inc., 
Case No. 99-484 

Dear Mr. Dorman: 

Please find enclosed for filing in the above-referenced case an original and ten (10) copies of 
IgLou’s Response to BellSouth’s Motion for Extension of Time. 

Thank you for your attention to th~s matter. Please do not hesitate to contact me should you have 
any questions or concerns. 

Cordially yours, 

Enclosures 

cc: Parties of record 

mailto:jonathon@amlung.com


c 

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., 1 
1 

Complainant ) 

APR 2 7 2001 
PUBLIC SERVICE 

COMMlSSlON 

V. ) CASE NO. 99-484 
1 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 
) 

Defendant ) 

PGLOU’S RESPONSE TO BELLSOUTH’S MOTION 
FOR EXTENSION OF TIME 

Comes now Complainant, IgLou Internet Services, Inc. (“IgLou”), by and through 

Counsel, and for its Response to BellSouth’s Motion for Extension of Time, states that it 

objects to BellSouth’s motion as an untimely, absurd and blatant attempt to drag out this 

case. 

ENOUGH IS ENOUGH 

BellSouth is in clear violation of the Commission’s April 9,200 1, Order. As this 

Commission will recall, it ordered BellSouth to file its revised Federal ADSL tariff by 

April 24,200 1. Obviously, that &d not happen. This was a document that was drafted 

by BellSouth in February of t b s  year, at the very latest. The modification mandated by 

the Commission could have, and should have, been implemented by BellSouth in a 

matter of hours. BellSouth has once again completely ignored a Commission Order just 

as it ignored much of the November 30,2000, Order (relating to jurisdictional matters) 

and just as it ignored much of the January 11,2001, Order (relating to the filing of ADSL 

cost information). 



IGLOU REQUEST FOR FINE 

Pursuant to K.R.S. 278.990, any utility that does not comply with an Order of the 

Commission shall be subject to a fine starting at $25.00. The deadline in the Order was 

April 24,2001 , and BellSouth has once again refused to comply. IgLou respectfully 

requests the Commission to impose the statutorily mandated fine of $25.00 on BellSouth. 

In its Motion, BellSouth claims that the Commission made a “substantial 

alteration” to its proposal by ordering the elimination of termination fees in the tariff. A 

$25.00 fine would be equally “substantial” and is certainly justified in this case. 

In reality, there is no question that BellSouth simply does not want to be under an 

Order by the Commission. BellSouth’s way of getting out from under these Orders is to 

offer “proposals” of its own to achieve what it claims the Commission wants. At that 

point, these proposals have the appearance of voluntary changes in BellSouth’s 

discriminatory business practices. BellSouth will clearly continue this pattern until an 

Order is enforced against it. 

CONCLUSION 

IgLou stands ready to sell ADSL to thousands of people throughout Kentucky. 

Other Kentucky ISPs stand ready also. The only thing stopping this is BellSouth’s 

refusal to comply with this Commission’s Orders. IgLou respectfully requests t h s  

Commission to immediately enforce the April 9,2001 , Order against BellSouth, impose a 

$25.00 fine, and deny BellSouth’s Motion for Extension of Time. 

2 

In addition, BellSouth has constantly delayed its responsibilities in this action 

with motions for extensions of time and reconsideration. These delays, as BellSouth is 

aware, are furthering the destruction of competition to BellSouth in Kentucky. Enough is 

enough. 



Respectfully submitted, 

1000 Republic BuilQng 
429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40202 
Telephone (502) 5 87-683 8 
Facsimile (502) 584-0439 

CERTIFICATION 

I hereby certifl that a copy of the foregoing was mailed, postage pre-paid, to the 

parties of record t h s  the day of April, 200 1. 
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Service List: 

Hon. Dorothy J. Chambers 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
601 W. Chestnut St., Room 407 
P.O. Box 32410 
Louisville, KY 40232 

’ 

Hon. R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
675 W. Peachtree St., N.W. 
Suite 4300 - BellSouth Center 
Atlanta, GA 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY 4060 1 

Hon. Creighton E. Mershon 
BellSouth Telecommunications, In 
P.O. Box 32410 
Louisville, KY 40203 

Hon. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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BellSouth Telecommunications, Inc. 
P.O. Box 32410 General Attorney 

Dorothy J. Chambers 

Louisville, KV 40232 
or 

BellSouth Telecommunications, Inc. 
601 West Chestnut Street 
Room 407 
Louisville, KY 40203 

0orothy.ChambersQBelISouth.com 

April 24, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0 .  Box 615 
Frankfort, KY 40602 

502 582-1475 
Fax 502 582-1573 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Enclosed for filing in the above-captioned case are the 
original and ten (10) copies of BellSouth Telecommunications, 
Inc.’s Motion for Extension of Time. 

Very truly yours, 

Dorothy J. Chambers 

Enclosure 

cc: Parties of Record 

264052 

http://0orothy.ChambersQBelISouth.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION p 7,- .. 
r--- L L 2  ~ 
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->I ,' 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., ) 
1 

Complainant 1 
V. ) 

) 

1 
Defendant ) 

BELLSOUTH TELECOMMUNICATIONS, INC. 

MOTION FOR EXTENSION OF TIME 

CASE NO. 99-484 

BellSouth Telecommunications , Inc . , ( "BellSouth" ) , by 

counsel, hereby respectfully requests an extension of time up to 

and including April 30, 2001, to respond to the Commission's 

Order of April 9, 2001. 

The Commission's April 9, 2001 Order approved BellSouth's 

proposal to revise its interstate wholesale digital subscriber 

line ('DSL") tariff on file with the Federal Communications 

Commission ('FCC") rather than to file a Kentucky-specific 

tariff, subject to a modification to the tariff termination 

penalty provision. Thus, although the Commission's found much of 

BellSouth's proposal an acceptable resolution of this proceeding, 

the Commission also made a substantial alteration to that 

proposal. This proposed alteration, as well as the continuing 

changes and rapid developments in the DSL marketplace, have 

required BellSouth to further analyze its proposal with respect 



to its FCC DSL tariff and to consider various alternatives that 

would be responsive to this Commission’s concerns. BellSouth 

respectfully seeks this additional time to respond to the 

Commission‘s order and to file a motion for reconsideration with 

a revised proposal. 

fully and accurately respond to the Commission’s order. 

a motion for reconsideration filed within the time extension 

This request is made so that BellSouth can 

Further, 

requested herein would be timely under the statutory provisions 

for rehearing. KRS 278.400. 

For these reasons, BellSouth respectfully requests that its 

motion for extension of time be granted. 

Respectfully submitted, 

Dorothy J. Chambers 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
J. Phillip Carver 
Suite 4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

263942 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the following individuals by mailing a copy thereof, this 24th 

day of April, 2001. 

~ 

Creightbn E. Mershon, Sr. 

Honorable Jonathon N. Amlung 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 
Louisville, KY 40201-1417 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort, KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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,- 

BellSouth Telecommunications, Inc. 
P.O. Box 32410 
Louisville, KY 40232 

or 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.Chambers@BelISouth.com 

April 19, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

Dorothy J. Chambers 
General Attorney 

502 582-1475 
Fax 502 582-1573 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

This is in response to your letter dated April 3, 2001, 
regarding BellSouth's Petition for Confidential Protection in 
Case No. 99-484. BellSouth hereby respectfully requests an 
extension up to and including April 30, 2001, to file a petition 
to establish that the information is entitled to protection 
under the applicable statute and regulations. 

As a follow-up to the Commission's March 7, 2001 informal 
conference in this matter, BellSouth produced, along with other 
requested information, the names of Internet Service Providers 
purchasing BellSouth's ADSL service at the 40,000 plus volume 
level. BellSouth sought protection of the specific customer 
names as proprietary on the grounds that releasing such 
information would be an unwarranted invasion of those customers' 
privacy, and also would be valuable competitive information to 
both competitors of the customers in question and also to 
BellSouth's competitors with respect to strategic plans and 
business strategies. While BellSouth has provided this 
information to the Commission, and also has provided a copy of 

mailto:Dorothy.Chambers@BelISouth.com


I Mr. Thomas M. Dorman 
April 19, 2001 
Page 2 

the information to the Complainant and its counsel in accordance 
with a previously executed Proprietary Agreement, BellSouth 
feels strongly that the extremely sensitive and proprietary 
nature of this information in the current marketplace should 
qualify the information for protection under the Open Records 
Statute. KRS 61.870, et seq. Because of the delay in 
BellSouth's receiving the Commission's April 3 letter, and the 
importance of this request to BellSouth and its customers, 
BellSouth respectfully requests this extension of time. 

Thank you for your consideration of this request. 

Respectfully submitted, 

Dorothy J.&a&ers 

Enclosures 

cc: Parties of Record 

246074 



BellSouth Telecommunications, Inc. 
P.O. Box 32410 
Louisville, KY 40232 

or 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

Dorothy J. Chambers 
General Attorney 

502 582-1475 
Fax 502 582-1573 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., ) 

BellSouth Telecommunications, Inc.'s Reply to IgLou's 
Response to the Commission's Request and 

IgLou's Response to BellSouth's Filing of March 21, 2001 

BellSouth Telecommunications, Inc., ("BellSouth") , by 

counsel, hereby Replies to IgLou's Internet Service, Inc's 

("IgLou") April 4, 2001 Response to BellSouth's Filing of March 

21, 2001 and IgLou's Response to the Commission's request from 

the informal conference of March 5, 2001. 

As this Commission is well aware, IgLou has been accorded 

full due process in this case, which included a formal hearing, 

extensive direct and rebuttal testimony, and BellSouth's 

production of voluminous documents of over 1,500 pages. As a 

result, this Commission issued an order on November 30, 2000 that 

included in part a determination in BellSouth's favor and 



rejecting IgLou’s allegations of alleged inappropriate marketing 

practices and alleged violations of accounting safeguards’. 

BellSouth sought, and this Commission granted, a rehearing 

pursuant to KRS 278.400 with respect to BellSouth’s wholesale 

ADSL tariff. This Commission granted reconsideration 

specifically to consider BellSouth’s proposed resolution which is 

an offer to file with the FCC a substantially collapsed ADSL 

wholesale tariff. There are a number of advantages to the 

resolution BellSouth has suggested. In addition to the fact that 

filing this proposed tariff with the FCC would avoid a 

jurisdictional confrontation on this matter, it also would avoid 

further delay in delivery of the benefits of this proposal to the 

I S P  community and to end users. BellSouth’s proposal would 

result in pricing for the smaller ISPs in Kentucky that would be 

lower than the pricing IgLou supports. The pricing IgLou 

supports is advantageous only to ISPs as large as IgLou. In 

addition, the proposed revised FCC tariff would be applicable 

across the entire nine-state region in which BellSouth operates. 

IgLou neither sought, nor was granted, a rehearing on the Commission‘s 
November 30, 2000 Order. Nevertheless, IgLou continues to attempt to re-argue 
with either repetitious recitations of the same alleged facts or additional 
but outdated or irrelevant claims to continue its mantra that BellSouth has 
engaged in alleged unlawful marketing practices and sales procedures and 
allegedly “overall leverages” its current monopoly. Even if these belated 
collateral attempts did not offend all notions of due process, they still do 
not present anything of substance to support any other determination beyond 
what this Commission already has found on these issues. See, Exhibit 1. 
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On the other hand, an intrastate DSL tariff would, of 

necessity, apply only to intrastate services. Again, IgLou has 

not substantively replied to the legal authorities BellSouth has 

cited that make clear an ADSL tariff utilized by I S P s  to connect 

to the Internet is interstate, not intrastate in nature. A 

Kentucky specific DSL tariff could not be used by ISPs such as 

IgLou to provide ADSL based Internet connectivity for ISP 

customers. Even if BellSouth were to file an intrastate tariff, 

if IgLou attempted to circumvent BellSouth’s ADSL tariff filed at 

the FCC for interstate DSL access, there would be no choice but 

to raise these jurisdictional issues for resolution before the 

FCC. Even if IgLou does not agree with what would be the 

outcome, it can not be ignored that such a jurisdictional dispute 

would have the unfortunate consequence of considerable delay. 

This Commission granted reconsideration of its November 30, 

2000 Order for the purpose of considering BellSouth’s proposal to 

file a revised wholesale ADSL tariff before the FCC. IgLou’s 

response fails to respond to BellSouth’s proposal in any 

substantive manner, but instead implies that this Commission 

should not give serious consideration to BellSouth’s proposal, 

because BellSouth is guilty of “misrepresentations” and providing 

“misinformation.” Such is clearly not the case. - See, Exhibit 1. 

IgLou‘s approach is no different than that of the parlor magician 

who hides the rabbit with one hand while flourishing colorful 

scarves in his other hand. For example, instead of responding to 
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BellSouth‘s list of specific inaccuracies in IgLou’s statements, 

at the informal conference on March 7, 2001, IgLou states it 

“stands by the assertions it made at the informal conference 

memorialized in the well-written staff memorandum dated March 20, 

2001.’’ Page 6, IgLou‘s Response of April 4, 2001. BellSouth 

agreed that this Commission‘s informal conference memorandum 

correctly summarized IgLou’s comments. However, as BellSouth 

noted in its letter dated March 26, 2001, not only were many of 

IgLou‘s statements made without citation to any authority, but 

they also were incorrect or incomplete. BellSouth’s March 26, 

2001 response provided specific corrections and references to 

which IgLou, again, has not substantively responded. 

This Commission granted reconsideration to consider 

BellSouth’s proposal to file a revised ADSL tariff at the FCC. 

The record before this Commission fully supports the fact that 

this resolution is a fair and reasonable solution and that the 

proposal offers a number of advantages, not just for the parties, 

but f o r  the many Kentucky customers who are eager to move quickly 

towards having access to high speed Internet service. 

4 



For these reasons, BellSouth respectfully requests the 

Commission to give favorable consideration to the resolution 

BellSouth has proposed. 

Respectfully submitted, 

c A s A = @ i L - L  
Creighttn E. Mershon, Sr. 
Dorothy J. Chambers 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
J. Phillip Carver 
Suite 4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

233371 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the following individuals by mailing a copy thereof, this 9th day 

of April, 2001. 

I 

Creightoh E. Mershon, Sr. 

Honorable Jonathon N. Amlung 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 
Louisville, KY 40201-1417 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort, KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 



Exhi bit 1 

IgLou Does not have Its “Straight Facts” Straight 

ALLEGATION 

BellSouth’s “unlawful, anti-competitive behaviors” in rollout of DSL as evidenced by 
radio advertising allegedly demonstrates BellSouth’s own retail offering 
(FastAccess’”) had advantage of advance information and preference. Ig Lou 
Response, pg. 2, paragraph 2. 

FACT 

Radio advertisement was not an advertisement for BellSouth’s FastAccess’”’ DSL 
Internet service. The word “ADSL” was mentioned one time in an advertisement of 
approximately 180 words. This was an advertisement that described a number of 
technical terms. See, transcript of record at 262-263, attached. 

ALLEGATION 

BellSouth allegedly has repeatedly rested on “the existence of free ISPs” BellSouth 
allegedly arguing that because there are free ISPs, BellSouth should have a blank 
check to utilize any means necessary to deploy its Internet service. However, the 
“free model” has been declared “dead.” IgLou Response at pg. 2-3. 

FACT 

BellSouth has never claimed that the existence of free lSPs provides BellSouth a 
“blank check to the deployment of Internet services. Rather, BellSouth has stated 
that Internet access is a very competitive market and the fact that there have been 
free Internet Service Providers demonstrates just how competitive the market has 
been at times for Internet access. See, Cox direct testimony of May 11, 2000, pg. 
I O ,  line 19 and pg. 11, line 13. 

ALLEGATION 

BellSouth claims that there are ample competitive DSL providers, but BellSouth 
“intentionally or negligently misrepresented the market conditions” because, as 
IgLou recently learned, a number of these competitive choices are failing or have 
failed. lgLou Response, pg. 3, first full paragraph. 



. -  

FACT 

BellSouth has neither “intentionally” or “negligently” misrepresented market 
conditions. Market conditions change as does the financial conditions of 
competitors. Nevertheless, Covad, which has combined with Bluestar, for example, 
was advertising the availability of its services on Louisville radio stations on April 9, 
2001. 

ALLEGATION 

IgLou alleges that BellSouth’s counsel made a statement regarding BellSouth.Net, 
Inc. and its role in a recent hearing before the Florida Public Service Commission, 
which allegedly is directly contrary to statements made before this Commission that 
BellSouth.Net, Inc. does not sell to the general public. IgLou alleges BellSouth has 
deceived either the Florida or the Kentucky Public Service Commission. No citation 
is provided by IgLou, other than the Florida docket number 001 332-TL. IgLou 
Response, pg. 3, second full paragraph. 

FACT 

BellSouth has correctly informed the Kentucky Commission regarding the 
relationship between BellSouth.net and BellSouth Telecommunications. 
BellSouth.net does not sell DSL products to the public, but facilitates BellSouth 
Telecommunications’ provision of “FastAccessSm” service to the public. 

ALLEGATION 

IgLou states that BellSouth failed to properly deploy PRI lines for IgLou and 
claimed it had credited Ig Lou for its “inconvenience.” However, Ig Lou had not 
received such a credit and “the problem was not truthfully resolved until many 
months after the fact.” IgLou Response, pg. 3-4. 

FACT 

BellSouth was forthright in its acknowledgement that there was an error with 
respect to PRI lines and that IgLou would receive an adjustment. See, 
BellSouth’s Post Hearing Brief of June 16, 2000, at page 3. As soon as it was 
brought to BellSouth’s attention that this credit had not yet been received, 
BellSouth apologized and assured that the credit would appear on IgLou’s 
October, 2000 bill. See, September 28, 2000 letter to Jonathan Amlung, 
attached. 
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ALLEGATION 

IgLou claims BellSouth misled the Commission about “its full compliance with all 
FCC regulations and the cost accounting procedures” because lg Lou references a 
1998 audit of BellSouth by the FCC and attaches the audit report as evidence that 
BellSouth has failed to comply with FCC accounting procedures. IgLou Response at 
Pg. 4. 

FACT 

IgLou is attempting again to cloud the issues by interjecting as “new evidence” a 
two-year-old FCC document that is totally unrelated to the subject of ADSL services. 
Moreover, other than showing some misleading statements by BellSouth, the FCC 
audit report demonstrates that BellSouth is closely scrutinized by auditors and 
federal regulators. 

ALLEGATION 

The FISPA aggregation proposal is a questionable arrangement where an ISP “pays 
off a third party and joins a club in Florida in order to obtain DSL lines from BellSouth 
at the $29 rate. Nothing changes about this ISP or its relationship to BellSouth in 
acquiring DSL lines, other than the fact that they have sent a check to a third party.” 
IgLou Response at pg. 5. 

FACT 

The Florida ISP Association has committed to the current volume requirements in 
BellSouth’s FCC tariff necessary for members to obtain the $29 rate. The fee 
arrangement to FISPA is held by FISPA in reserve in case the commitment levels 
are not met. IgLou’s interpretation and implications are an insult to FISPA and the 
many other lSPs that utilize this legitimate aggregator arrangement. 

ALLEGATION 

BellSouth refused to comply with the mandate of the Commission to provide cost 
support data. IgLou response at pg. 6. 

FACT 

As BellSouth has explained, it does not have a current cost support study developed 
in association with the proposed FCC tariff filing. No such cost support now is 
required for filing at the FCC. In response to the Commission’s request that the 
informal conference of March 7, 2001 , BellSouth filed the cost studies that it had 
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available in support of DSL tariffs that previously have been filed at the FCC. 
BellSouth has never claimed that the older cost study was relevant to this proposal. 
This Commission has not required BellSouth to perform a cost study for this 
proposal; nor does the FCC require a cost study should BellSouth’s proposal be 
accepted and the tariff be filed at the FCC. 

233448 
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CASE NO. 99-484 Condcnselt 
Page 26 

I Wingate. mere  is two item n u a f i v e s .  1s it 
2 thesecondone? 
3 Q Oh, I'm s o w .  The second fifth paragraph. Yes. 
4 A "I have read the complaint filed in this case and 
5 am familiar with BellSouth's advertising of it's 
6 fast access ADSL service. To the best of my 
7 knowledge and belief, BellSouth did not sponsor 
8 radio commercials in the Louisville market place 
9 promoting retail offering fast access ADSL service 
o in the time frame of November, 1998. The first 
1 mass media advertising of fast access ADSL service 
2 in the Louisville market place was in September, 
3 1999." 
4 Q Thank you. As far as the letter is concerned that 
5 you have before you-- 
6 A Uh-huh. 
7 Q --have you had a chance to review it? 
8 A Just a second, please. Okay. Yes. 
9 Q Okay. Would you please read the final paragraph 
D on that letter and identify the author of the 
I letter? 
2 A The author of the letter is Joan A. Coleman. 
3 She's the Director Regulatory of BellSouth in 
4 Kentucky. The letter is dated October the 8th, 

Page 262 
I 1999. It's addressed to Mr. Gregoire. The 
2 paragraph that you requested me to read reads, 
3 "Your electronic message contains several 
1 inaccuracies. For example, ADSL service was 
j available in Louisville in May of this year. 
j Local television commercials promoting 
7 BellSouth.net fast access service began airing the 
3 Louisville market in September, 1999, not 
9 November, 1998, as you indicated in your e-mail. 
I Q And I have one more item I would like you to read 
I and then we'll move on. 
l MR. AMLUNG: 

1 

I Q While my cohort is reading, do you recognize the 
j advertisement before you? 
i A Yes. I believe this is a radio promotional spot 

I 
1 all made to BellSouth. 
I Q Does that radio advertisement contain anything 

I A Yes. It has one word out of all these words that 

. Q Would you please read the line containing that 

I apologize for the break in questions. 

that was done in the Louisville market as a part 
of the data--response to the data request that you 

about ADSL? 

I says ADSL. 

Page 261 - Page 264 

1 p h r a s e m s ~ ?  0 Page 26: 

2 A No, Santa, I want new technology like ADSL. 

3 Q Okay. And that was--as far as you can tell, 
4 that's an advertisement that was run in Louisville 
5 in November of 1998, is that correct? 
6 A Right. This is an advertisement for Internet 
7 service that was ran in the Louisville market 
8 place at that time. 
9 MR. AMLUNG: 
0 Okay. 
1 A Is that it? 
2 Q Well, could you tell me--no, that's it. I won't 
3 
4 A Okay. Well, I was just going to explain that I 
5 
6 a fast access advertisement. It doesn't mention 
7 
8 
9 
o 
1 

2 
3 
4 

have you read any more off of these. 

don't think Mr. Wingate would characterize this as 

the word fast access whatsoever in it. And, in 
fact, the price that's mentioned is our dial-up 
service price. In the promotional period that's 
part of this same ad mentions it ends February the 
28th, 1999. We didn't offer ADSL-fast access 
service in Louisville at that period of time. So, 
I don't think it would be fair to characterize 
this as a fast access radio advertisement. 

Page 264 
1 

2 

3 
4 whistles. 
5 Q Well, I guess, suffice to say that you were-- 
6 BellSouth was running advertisements for ADSL in 
7 November of 1998, is that correct? 
8 A BellSouth ran four separate radio promotions for 
9 BellSouth Internet services in that period of 
D time. Again, I would not characterize--I think 
1 the other three that were ran at that same time 
2 don't mention the word ADSL and they don't mention 
3 the word fast access. This word mentions the word 
4 ADSL one time out of probably about 180 words. 
5 Q But it is mentioned? 
6 A It is mentioned. 
7 Q Okay. That's all. Referring to your rebuttal 
8 testimony on page 2, specifically, lines 2 1 
9 through 22. You bring up the idea that the lack 
I of forecast information from a heavy user such as 
I IgLou can make it difficult to meet rapid demand 
1 for cable pairs, is that a fair characterization 
3 of your testimony sir? 
1 A Yes. That can certainly impact that. You know, 

There's several things in here, she talks about, I 
want 56K modem access, I want built in redundancy. 
She--this talks about a lot of high tech bells and 

VIVIAN A. LEWIS REPORTERS 
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FILE 'COPY 

September 28,2000 

. I  

Mr. Jonathan N. Amlung, Esq. 
1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, KY 40202-2347 

I 

RE: IgLou Internet Services, inc., Complainant v. 
BellSouth Telecommunications, Inc., Defendant 
PSC 99-484:- . . ,' 

Dear Johathon: ' 

This is in response to your letter dated September 20, 2000. BellSouth 
indicated this adjustment of $4,651 .OO would be credited to IgLou's account. The credit 
should appear on IgLou's October bill. I appreciate you bringing to BellSouth's 
attention that this credit had not yet been posted to IgLou's account. 

. i  

Dorothy J. Chambers . .  

cc: AmyDougherty * 

. .. . _ .  . 

I -  .. , 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

FRANKFORT, KY. 40602 
(502) 564-3940 

CERTIFICATE OF SERVICE 

RE: Case No. 1 9 9 9 - 4 8 4  
BELLSOUTH TELECOMMUNICATIONS, INC. 

I, Stephanie Bell, Secretary of the Public 
Service Commission, hereby certify that the enclosed attested 
copy of the Commission's Order in the above case was 
served upon the following by U.S. Mail on April 9, 2001. 

See attached parties of record. 

Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Jonathon N. Amlung 
Attorney for Iglou Internet Services 
1000 Republic Building 
429 West Muhammad Ali Boulevard 
Louisville, ICY. 40202 2347 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, ICY. 40213 

Honorable Dorothy J. Chambers 
General Attorney 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville. K Y .  40232 

Honorable R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, InC. 
675 West Peachtree Street, N.W. 
Suite 4300 - BellSouth Center 
Atlanta, GA. 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, ICY. 40601 

Creighton E. Mershon 
BellSouth Telecommunications, InC. 
P . O .  Box 32410 
Louisville, ICY. 40203 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, ICY. 40220 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC. 1 
) 

COMPLAINANT ) 
1 

V. 1 
1 

) 
DEFENDANT ) 

CASE NO. 99-484 

BELLSOUTH TELECOMMUNICATIONSl INC. ) 

O R D E R  

On January I 1  2001 the Commission granted rehearing to BellSouth 

Telecommunications, Inc. (“BellSouth”) on its November 30, 2000 Order (the 

“November 2000 Order”) to determine whether BellSouth’s proposal to revise its 

Federal Communications Commission (“FCC”) interstate wholesale digital subscriber 

line (“DSL”) tariff rather than to file a Kentucky-specific tariff sufficiently addresses the 

Commission’s concerns regarding BellSouth’s provision of DSL service in Kentucky.’ 

BellSouth has filed its entire proposed revised DSL tariff for the Commission’s review. 

IgLou Internet Services, Inc. (“IgLou”) has responded to BellSouth’s proposal and an 

informal conference has been held. The parties agree that no additional public hearing 

is necessary. 

Having reviewed BellSouth’s proposals, we approve them subject to future 

review, with one modification to the tariffed termination penalty provision, and modify 

our earlier decisions in this case accordingly. 

’ This Commission has authority to address IgLou’s complaint, as it has 
Despite BellSouth’s contentions to the contrary, we explained in previous Orders. 

reaffirm our previous holdings on this issue here. 



BELLSOUTH’S ALTERNATIVE PROPOSAL TO VOLUME 
REDUCTIONS FILED IN AN INTRASTATE TARIFF 

I 

The November 2000 Order required BellSouth to reduce its DSL tiers applicable 

to Kentucky to reflect 5 percent of the FCC’s tariffed volumes. Thus, the per-line rate 

for the lowest volume tier would have been $37 a month. Instead of reducing the 

volumes necessary to qualify for specific prices, BellSouth proposes to reduce the 

prices themselves while retaining the regional count. Thus, for entities ordering 51 to 

10,000 DSL lines, the per-line rate in BellSouth’s proposal is $32 a month. For those 

ordering 10,001 to 40,000 DSL lines, the per-line rate is $30 a month. For those 

ordering more than 40,000 lines, the per-line rate is $29 a month. 

BellSouth asserted at the March 7, 2001 informal conference that, if the 

Commission accepts its FCC revisions in lieu of the requirements imposed by the 

Commission’s November 30, 2000 Order, BellSouth will file its revisions with the FCC 

within 15 days of the Commission’s Order. 

IgLou objects to BellSouth’s proposal. Because the best price is available only to 

those who provide 40,000 DSL lines on a region-wide basis, IgLou states it will never be 

able to match the best price which BellSouth currently provides to itself. Moreover, 

IgLou expressed concern that BellSouth is not legally required to maintain for any 

specified period of time the proposed FCC tariff changes which it has agreed to file in 

response to this Kentucky proceeding. 

Nevertheless, a comparison of the requirements of the November 2000 Order, 

wherein BellSouth was ordered to reduce the volumes necessary to be eligible for each 

price range tier, and BellSouth’s proposed FCC tariff revision, wherein the monthly rate 

is reduced from $37 to $32 for the entry level range, demonstrates that IgLou and other 
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similarly situated providers are substantially benefited by the proposed revisions to the 

FCC tariff.2 Thus, the Commission accepts BellSouth’s proposal. 

PENALTY REDUCTIONS IN BELLSOUTH’S PROPOSAL 

The November 2000 Order also required BellSouth to eliminate or greatly reduce 

the tariff penalties associated with DSL service. BellSouth’s proposed revised FCC 

tariff does not specifically modify the terms relating to the penalty provisions. However, 

because BellSouth’s shortfall penalties are largely tied to prices, the price reductions 

automatically reduce the penalty provisions. The shortfall penalties in BellSouth’s 

proposed revised tariff are, in fact, three-eighths of the current penalties. The 

Commission finds that such reductions meet its requirements for shortfall penalties and 

will allow BellSouth’s competitors to function in the DSL market. 

The tariff still, however, contains a termination liability charge that the 

Commission finds inappropriate insofar as it applies when an end-use customer 

switches Internet service providers (“ISP”) but continues to receive service over 

BellSouth’s DSL facilities. Under such circumstances, BellSouth suffers no loss: the 

customer has terminated his agreement with a particular ISP but his new ISP will 

continue to pay BellSouth for DSL service. Accordingly, the terms of BellSouth’s tariff 

should be modified to delete the termination liability charge if the end-use customer 

continues to receive service over BellSouth’s DSL facilities, despite having severed his 

relationship with the ISP who otherwise would incur the termination charge. 

Additionally, with the reduction in price, the effectiveness of the Florida Internet 
Services Providers Association agreement is minimized. This agreement would allow a 
member to purchase a DSL line for $2.00 less than otherwise available, plus any 
members hip fees. 
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CONCLUSION 

Rapid deployment of, access to, and extensive use of DSL are vital to Kentucky’s 

economic future. Accordingly, we will continue to monitor the terms and conditions 

upon which the service is offered and will require, from time to time, such reports as are 

necessary to ensure that all Kentuckians receive the benefits of this technology as soon 

as possible. 

For the time being, smaller lSPs should be able to obtain service for their 

customers and to compete effectively under the terms approved in this Order. The 

modification approved herein gives these lSPs better prices than they would have 

received under the terms of the November 2000 Order between volumes of 51 DSL 

lines and 2,000 DSL lines. Because further issues that implicate the public interest in 

the terms and conditions under which DSL is sold in Kentucky may arise in the future, 

BellSouth should file, one year from the date of this Order, a report justifying the 

continued applicability of the tariff approved herein. In the alternative, BellSouth may 

file proposed changes to this tariff which may more effectively serve the Kentucky DSL 

market. 

The Commission, having considered BellSouth’s request for rehearing and 

IgLou’s response thereto and having been othenvise sufficiently advised, HEREBY 

ORDERS that: 

1. BellSouth’s proposed FCC tariff revisions for DSL service are hereby 

approved as a substitute for the specifications ordered previously by this Commission, 

with the modification to its termination penalty charge as described herein. 

2. The November 2000 Order in this matter is modified to the extent that its 

provisions conflict with this Order. 
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3. BellSouth shall file with the FCC no later than 15 days from the date of this 

Order, its proposed tariff revisions with the modifications described herein, and shall file 

a copy of the same with this Commission. 

4. One year from the date of this Order, BellSouth shall file a report stating 

the number of DSL lines in Kentucky sold to each Internet service provider, and 

explaining in detail whether, in its opinion, the tariff approved herein continues to 

promote competition in Kentucky that benefits consumers; or, in the alternative, 

BellSouth shall file further proposed amendments to its DSL tariff. 

5. Six months from the date of this Order, there shall be an informal 

conference in the Commission’s offices to discuss the status of DSL competition in 

Kentucky. 

Done at Frankfort, Kentucky, this 9th day o f  April, 2001. 

By the Commission 

ATTEST: 

Executive Director 
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IGLOU INTERNET SERVICES, INC.’S RESPONSE TO 
BELLSOUTH FILING OF MARCH 21,2001, PURSUANT 

TO REOUEST BY THE PUBLIC SERVICE COMMISSION 

* * * * *  

Comes now Respondent, IgLou Internet Services, Inc., and hereby submits its 

Response to the Commission’s Request from the Informal Conference of March 5,2001, 

as well as its Response to BellSouth’s Filing of March 21,2001. 

IGLOU’S MARKET ENTRY PROJECTIONS PURSUANT TO 
NOVEMBER 30,2000, ORDER BY THE COMMISSION 

As discussed at the informal conference and throughout this case, there are a 

number of factors affecting a fair and equal deployment of DSL services to ISPs outside 

the pricing and cost issues that were discussed at the informal conference. These include, 

but are not limited to, BellSouth’s continued unlawful marketing practices, sales 

procedures, and overall leveraging of its current monopoly to gain a stronghold in the 

DSL marketplace. These other factors make it difficult for IgLou to accurately forecast 

and commit to an exact number of DSL circuits. Notwithstanding these roadblocks, 

IgLou affirmatively states to the Commission that it will commit to the 2,000 line 

tier level as described under the November 30,2000, Order at $29 per circuit. 
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> stmight facts 

Throughout this case, one thing that has become increasingly clear is BellSouth’s 

intent to use misinformation and delay tactics to prevent this Commission from rendering 

a decisive Order positively affecting the future of DSL and broadband services 

throughout the Commonwealth. The examples are numerous. BellSouth’s past 

misrepresentations cast a shadow on BellSouth’s current assertions and promises. This 

history should be considered when assessing BellSouth’s current proposal. 

> Almost two years ago, IgLou sent a 13-page letter to BellSouth attempting to 

address BellSouth’s unlawful anticompetitive behaviors in the rollout of DSL and other 

Internet services. BellSouth’s response was a simple two-page letter (See Attachment 

“A”). The letter only dealt specifically with one issue, Le., BellSouth’s denial of the 

existence of the DSL radio advertisement pointed out by IgLou. As the Commission will 

recall, the advertisement did, in fact, exist. BellSouth finally submitted the script for the 

advertisement pursuant to IgLou’s discovery request on the eve of the formal hearing in 

this case. This was an important issue because the advertisement demonstrated 

BellSouth’s knowledge of the rollout of DSL services for its own ISP several months 

before the service even became available for other ISPs, such as IgLou. BellSouth, of 

course, denied and hid the existence of this advertisement until the last minute when it 

became apparent that IgLou would produce the advertisement as evidence at the formal 

hearing. Was this omission simply an oversight, or an intentional misrepresentation? 

> Another issue on which BellSouth has repeatedly rested throughout this case is 

the existence of free ISPs. It appears that BellSouth used the existence of the free ISPs as 

a blank check to utilize any means necessary to deploy its Internet services, including 
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DSL. BellSouth asserted that the market supports zero-priced Internet service. As stated 

by IgLou at the hearing, and throughout this case, the market cannot support a free ISP 

model and BellSouth’s assertions were incorrect. As we have now learned through the 

resulting shutdown of those companies or the modified business plans thereof, the free 

model has been declared “dead.” 

> BellSouth continues to assert that there are “ample” competitive DSL providers 

from which IgLou could choose. IgLou has maintained throughout this proceeding that 

no such competitive choice exists. Once again, as we have recently learned, these 

competitive choices pointed out by BellSouth are failing or have failed. Again, 

BellSouth intentionally or negligently misrepresented the market conditions surrounding 

the deployment of Internet services, A d  DSL. 

> Another issue discussed ad nauseum in this proceeding is what role 

BellSouth.net, Inc., plays in the sale of Internet and DSL services to the public. In this 

case, BellSouth has stated affirmatively that BellSouth.net, Inc., does not, in any way, sell 

to the general public. In a recent hearing before the Florida Public Service Commission, 

(Docket Number 001 332-TL), however, Nancy White, counsel for BellSouth, 

affirmatively stated the exact opposite regarding BellSouth.net, Inc.’s, role. This Florida 

docket dealt with many of the same issues as the present case. In fact, this case was cited 

during a recent hearing in the Florida proceeding. BellSouth has thus stated contradictory 

stories regarding the role BellSouth.net plays in the deployment of DSL to the public. 

Both assertions cannot be true, so BellSouth has deceived at least one Commission. 

> Another issue brought forth by IgLou was an incident in which BellSouth failed 

to properly deploy PRI lines for IgLou. BellSouth’s response in its closing brief to this 
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incident was that IgLou was properly credited for its “inconvenience” and led this 

Commission to believe that the issue was closed. At that point in time, however, IgLou 

had not received such a credit from BellSouth. The problem was not truthfully resolved 

until many months after the fact and after the Commission was led to believe it was 

resolved. 

> BellSouth further misled this Commission about its full compliance with all 

FCC regulations and cost accounting procedures. The Commission’s November 30, 

2000, Order held only the BS “appears” to be in compliance with these federal 

guidelines. Regardless, BellSouth repeatedly states that the Commission affirmatively 

found BellSouth in compliance with those regulations and procedures. One does not 

need to look very far to find “major inaccuracies” with BellSouth’s cost filings at the 

FCC. In fact, a 1998 audit of BellSouth by the FCC (Attachment “B”), showed that: 

We consider these deficiencies to be substantive in that the carrier’s CPR 
contained inadequate or no asset descriptions, inaccurate quantities, 
missing and inaccurate location descriptions--errors that clearly violate the 
requirements specified in the Commission’s rules for maintaining property 
records. 

Accurate plant account balances are important because policymakers use 
them, among other things, to evaluate financial results, 
regulatednonregulated cost allocations, jurisdictional separations 
allocations, depreciation rates ... 

Clearly, this does not paint the same picture of a company in that is in compliance with 

FCC accounting procedures, as continuously asserted by BellSouth. 

BELLSOUTH’S PROPOSAL 

Turning to the issues that are raised by BellSouth’s most recent proposal, the 

Commission should be mindful of BellSouth’s history in this case. At the informal 

conference, BellSouth once again raised the issue of FISPA and DSL aggregation 
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agreements. This Commission has already recognized that such aggregators are an 

unnecessary burden to the ISPs of Kentucky. Yet, BellSouth continues to present this as 

a viable alternative. However, as stated by IgLou throughout the proceeding and again at 

the informal conference, the FISPA aggregation proposal is a questionable arrangement 

that may also violate state and federal law. Under the FISPA arrangement, it is 

BellSouth, not FISPA, that handles all aspects of the DSL ordering process for each ISP. 

The only role FISPA plays is to collect membership dues and additional line surcharges. 

The result of this is that an ISP can call BellSouth to order 5 1 DSL lines and be quoted 

$37 per line. If the ISP pays off a third party and joins a club in Florida, however, 

BellSouth will then provide DSL lines to that ISP for $29.00. Nothing changes about this 

ISP or its relationship to BellSouth in acquiring DSL lines, other than the fact that they 

have sent a check to a third party. BellSouth, therefore, is creating a special class of 

purchasers that get a special rate, to the detriment of those potential purchasers that do 

not belong to this special group. See 47 U.S.C. $202, Discrimination and Preferences. 

Furthermore, the Commission must fully appreciate the arrangement of the FISPA 

contract. As discussed at the informal conference, the contract between FISPA and the 

ISP clearly shows in paragraph 5 that FISPA, in fact, has full control of these lines and 

can reassign them at any time. So, in addition to paying overall higher rates through the 

FISPA surcharges and membership fees, FISPA members are subjected to contractual 

obligations that jeopardize the future of that ISPs DSL connectivity. This clearly is not a 

viable solution to providing ISPs with access to DSL on an equal basis with 

BellSouth.net. Once again, there appears to be serious misrepresentations. 
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BELLSOUTH’S FILING OF MARCH 21,2001 

In the January 1 1,2001, Order for the current reconsideration of this case, 

BellSouth was ordered to file its proposed revision to its federal ADSL tariff along with 

“supporting cost information for all rates.” BellSouth refused to comply with this 

mandate by the Commission. To this date, even after repeated requests by IgLou and this 

Commission for such substantiating cost information, BellSouth still has not complied 

with the January 1 1,2001, Order. The cost information submitted by BellSouth on 

March 2 1,200 1, in response to the informal conference, is not relevant to the current 

proposal by BellSouth due to its age, and it appears incomplete. 

IgLou stands by the assertions it made at the informal conference memorialized in 

the well-written staff memorandum dated March 20,2001. BellSouth has affirmatively 

stated that the only justification for its tiered structure is to offer large non-Kentucky- 

based ISPs preferential and discriminatory pricing. This was, of course, determined by 

the Commission to be in violation of K.R.S 278.170. This practice is detrimental to 

Kentucky ISPs and broadband deployment in the Commonwealth. Nothing has changed 

since November 30,2000. 

IgLou respectfully requests this Commission to render its decision forthwith. 

BellSouth’s proposal does not change the fact that BS could provide itself a better rate 

than ISPs such as IgLou could hope to attain. It is also important to note that BellSouth 

is able to change or modify this tariff with only “one days notice.” The Commission 

should carefully consider this fact in consideration of this Federal-level only proposal. 
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BellSouth Telecommunicafions. Inc. 502 532-2167 Joan A. Coleman 
4th Floor 
601 West Chestnut Street 
Louisville, Kenrucky 50203 Intercet: 

Fax 502 582-6667 Oirector -Regulatory 
Pager 800 645-5117 

Joan.A.Coleman53bridge.t ellsouth.com 

October 8, 1999 

Dannie J. Gregorie 
IgLou Internet Services, Inc. 
PO BOX 33187 
Louisville, Ky. 40232-31 87 

Re: BellSouth.net Internet Services 

Dear Mr. Gregorie: 

This is in response to your recent email regarding BellSouth's Internet service 
and ADSL product. Your concerns appear to relate to how BellSouth markets its 
Internet product and the structure of the BellSouth Telecommunications, Inc. 
(BST) ADSL product. 

In your email, you express concern that BellSouth is "commingling" regulated and 
unregulated services. It appears from many of your statements that IgLou may 
not fully understand BellSouth's provision of its Internet access service. 
BellSouth.net Internet access is not provided, nor is it required to be provided, by 
a separate company. Rather, the FCC rules contemplate that a regulated local 
exchange company can provide an unregulated service, such as Internet access. 
This is what occurs with BellSouth.net Internet access service. BST provides, on 
an integrated basis, i3eilSouth.net Internet access as an unregulated service. 
The Company properly allocates costs associated with the provision of 
BellSouth.net service between the regulated and unregulated portions of the 
sewice in accordance with applicable FCC accounting rules. The Company 
provides competing Internet Service Providers comparably efficient 
interconnection as required by the FCC and consistent with BellSouth's CEI plan. 

Your electronic message contains several inaccuracies. For example, ADSL 
service was available in Louisville in May of this year. Local television 
commercials promoting BellSouth.net FastAccess service began airing in the 
Louisville market in September 1999, not November 1998 as you indicated in 
your e ma i I .  
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In addition, the mim'um period for 256Kbps x 1.5Mb data rate virtual channel 
is 6 months not the 12 months indicated in your email. As stated in the tariff, if a 

9 
virtual channel is terminated prior to the 6 month minimum period, a termination 
liability charge of $50 will be assessed to the ISP. There is no continued monthly 
billing for the remaining months on a virtual channel that is terminated prior to the 
minimum period. 

The BST ADSL product was correctly placed in the FCC tariff due to the 
interstate nature of Internet traffic. Purchase of this service from the FCC tariff is 
made available on an equal basis to all ISPs. There currently are no plans to 
change the present structure of the ADSL service model as described in the FCC 
tariff. 

Your BellSouth Account Team is your best resource for answers to your 
questions specifically about the BST ADSL product. Your Account Team is 
Tamera Anderson - Account Executive (61 5-401-4374) and Joyce Heichelbech - 
System Designer (615-40141 18). I sincerely hope this letter clarifies how 
BellSouth provides its Internet product and its current policy regarding the BST 
ADSL product. 

Sincerely, 

Qn A. Coleman 
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This is an unofficial announcement of Commission action. Release of the full text of a Commission order 
constitutes official action. See MCI v. FCC. 515 F 2d 385 (D.C. Circ 1974). 

Report No. CC 99-3 COMMON CARRIER ACTION February 25,1999 

FCC RELEASES AUDIT REPORTS ON RBOCs' PROPERTY RECORDS 
Yesterday, February 24, 1999, the Commission adopted orders to release certain staff- 
level Audit Reports concerning property records of the Regional Bell Operating 
Companies (RBOCs). Continuing Property Records (CPRs) are a component of the 
telephone company's accounting records that provide descriptive inventories and cost 
documentation of the company's plant, property, and equipment used for providing 
regulated telecommunications services. Approximately one-half of a telephone company's 
costs are associated with the capital investment that is recorded in its CPRs. 

The Common Carrier Bureau's Accounting Safeguards Division audited the CPRs of the 
RBOCs to assess the accuracy and reliability of the CPRs and of the companies' regulatory 
plant accounts. The auditors compared CPR entries to the physical assets in the central 
offices to verify whether these items were in use. 

The audits examined the hard-wired central office equipment of the companies. "Hard- 
wired'' equipment in central offices represents the items generally fixed in place (frames, 
switches, batteries), as opposed to "plug- ins," which are relatively portable (line cards). 
The hard-wired investment in central offices represents approximately one-fourth of the 
total capital investment for a telephone company. For example, for the RBOCs, the total 
investment in network plant is about $200 billion; of this, hard-wired central office 
equipment represents approximately $47 billion. The audit reports found that the RBOCs' 
book costs may be overstated by approximately $5 billion. The D O C S  disagree with 
these audit reports and have filed their responses with the Division. The RBOCs have 
waived claims of confidentiality concerning the audit reports and their responses. 

The Commission found that release of the audit reports serves the public interest by 
providing interested State regulatory commissions and ratepayers with information 
gathered during the audit. In releasing the Division auditors' reports and the companies' 
responses to the audit reports, the Commission did not pass any judgment on the accuracy 
of these reports, the reasonableness of their conclusions or recommendations, or the 
RBOCs' responses. In accordance with generally accepted government auditing standards, 
the Commission does, however, respect the auditors' independence. The Cornmission 
indicated that the next step will be to solicit public comment on the audit reports. It is 
anticipated that the Commission will shortly take action to seek public comment on the 
issues raised by the audit reports. 

Action by the Commission February 24, 1999, by Orders (FCC 99-29,99-30,99-3 1,99- 
32,99-33,99-34, and 99-35). Chairman Kennard, Commissioners Ness and Tristani, with 
Commissioners Furchtgott-Roth and Powell dissenting in part and Commissioners Ness, 
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I. Executive Summary 

1. The Audits Branch' examined the accounting records of BellSouth 
Telecommunications, Inc. ("BST'') related to central office equipment 
whether its reported investment in COE represents property used and usefid in the provision of 
telecommunications services. We compared descriptions of equipment in BST's basic property 
records to its physical equipment to verify the existence of the equipment described in the 
records and recorded in the plant accounts. The basic property records we audited consist of the 
carrier's continuing property records ("CPR") and records supplemental thereto? The 
Commission's rules require carriers to maintain updated descriptions and locations of each of 
their in-service plant assets so that the equipment may be readily spot-checked for proof of 
physical e~is tence.~ Accurate plant account balances are important because policymakers use 
them, among other things, to evaluate financial results, regulatednonregulated cost allocations, 
jurisdictional separations allocations, depreciation rates, initial prices, low-end earnings 
adjustments, and productivity factors for price cap companies, inputs for forward-looking cost 
models for calculating universal service support, interconnection agreements, and access charges. 

to determine 

2. We find that BST has not maintained its basic property records and CPR in a manner 
consistent with the Commission's rules. Our audit found deficiencies in BST's CPR for COE 
items relating to: (1) Hard-wired Equipment, which consists of permanent equipment requiring 
complicated installation such as telephone switches and circuit equipment and (2) Undetailed 
Investment and Unallocated Other Costs, which entail amounts of investment that are not readily 
associated with specific, identifiable units of equipment. We consider these deficiencies to be 
substantive in that the carrier's CPR contained inadequate or no asset descriptions, inaccurate 
quantities, missing and inaccurate location descriptions--errors that clearly violate the 
requirements specified in the Commission's rules for maintaining property records5 BST's 

The Audits Branch is located in the Accounting Safeguards Division of the Common 
Carrier Bureau. The Audits Branch is responsible for, among other things, conducting field 
audits and investigations of regulated carriers; reporting results of field audits and 
investigations; assisting in the evaluation of findings; and recommending follow-up action to 
correct deficiencies, including changes and improvements in carrier accounting and reporting 
systems and other related procedures. 

COE generally includes switching and circuit equipment recorded in Part 32 accounts 
221 1 (Analog electronic switching), 2212 (Digital electronic switching), 2215 (Electro- 
mechanical switching), 2220 (Operator systems), 223 1 (Radio systems), and 2232 (Circuit 
equipment). 47 C.F.R. $8 32.2211, 32.2212, 32.2215, 32.2220, 32.2231, 32.2232. 

See 47 C.F.R. $ 32.2000(e)(3). 

47 C.F.R. $ 32.2000(0(5). 

E.g . ,  Section 32.2000(0(5) specifically states that "[tlhere shall be shown in the 
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recordkeeping deficiencies raise questions about the integrity of its property records and plant 
investment balances recorded in its COE accounts. 

3. Specifically, in our audit of a random sample of 1,152 line-items6 from BST's CPR for 
Hard-wired Equipment, we found that 18.7 percent of the records that we sampled contained 
substantive deficiencies and did not comply with the Commission's rules. Of these deficient 
records, 10.1 percent described equipment that could not be found by the auditors or by company 
representatives ("not found" equipment). The remaining 8.6 percent could not be verified with 
certainty because the equipment shown to the auditors could not be matched to the record in 
some important respect such as location or description. Based on these findings, we estimate that 
BST's investment related to Hard-wired Equipment is overstated by approximately $291.7 
million. This estimate, however, does not take into consideration the amount of equipment in the 
8.6 percent of sampled records that could not be verified definitively. 

4. In addition to finding errors in BST's CPR for Hard-wired Equipment, we found that a 
significant number of line-items in BST's CPR contain the notation "Undetailed Investment" or 
"Unallocated Other Costs." These items had no description of either the equipment or its 
location, in apparent violation of the Commission's rules. We found more than 2 1,800 line-items 
representing $138.5 million in Undetailed Investment. BST has not shown any specific physical 
plant or provided sufficient or convincing cost support data relating to any of the line-items for 
Undetailed Investment. We also found more than 83,900 line-items representing $125.4 million 
in Unallocated Other Costs. We are deferring final determination on the amounts associated with 
Unallocated Other Costs until we receive sufficient documentation from the company explaining 
the nature of these costs. 

5. The Audits Branch provided its results to BST and requested BST to correct and 
explain any decision it believed was made in error. Further, we sent a draft audit report to BST 
with a request for comment on factual errors or omissions. After reviewing BST's responses, we 
made appropriate adjustments as warranted and provided a revised report to BST for re vie^.^ 

continuing property record or in the record supplements thereof, a complete description of the 
property record units in such detail as to identify such units. The description shall include the 
identification of the work order under which constructed, the year of installation . . . specific 
locution of the property within each accounting area in such a manner that it can be readily 
spot-checked for proof of physical existence . . . " (emphasis added). 

A "line-item" or record in the CPR provides information necessary to identify the 
location, quantity, vintage, account code, and dollar investment for specific equipment. 

6 

The initial draft was sent to Mary Heme on July 27, 1998. BellSouth was allowed 30 
days to review the findings and to provide comments. The final report was transmitted to Ms. 
Heme on December 23, 1998 with a request that BellSouth provide by January 11, 1999 any 
comments it believes should be released with the audit report. 
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6 .  The findings of this audit highlight the significance of our previous concern about the 
integrity of BST's recordkeeping. In 1994, our audit of BST's CPR relating to COE revealed 
numerous errors and instances of insufficient information. In addition, our review of BST's CPR 
recordkeeping procedures, both in 1994 and 1997, found that the procedures were not being 
followed or were ineffective. We found that these procedures, which have been in place for 
many years, do not ensure that all investment recorded in the carrier's COE accounts is associated 
with equipment in service. 

7. We recommend that BST write off appropriate amounts from its plant account 
balances (as discussed in this report) to reflect our audit findings, that it engage an independent 
firm to conduct a complete inventory of its CPR for its COE, and that it report the results to the 
Commission so that we can determine whether further accounting adjustments are necessary. We 
fixther recommend that BST engage an independent auditor to evaluate the practices, procedures, 
and controls BST has in place to maintain its CPR, and to recommend improvements to ensure 
reliable and accurate plant account balances and records. BST should submit the independent 
auditor's report to the Accounting Safeguards Division. 

11. Background 

8. In Part 32 of its rules, the Commission prescribes a Uniform System of Accounts 
(YJSOA") for telecommunications carriers. The USOA includes specific details about the 
property records that carriers must maintain. Taken together, the data contained in the accounts 
and in the underlying financial and other subsidiary records must "provide the information 
necessary to support separations, cost of service and management reporting requirements."* As a 
general rule, the Commission requires that financial records be kept with sufficient particularity 
to show fully the facts pertaining to all entries in the accounts and in a manner so as to be 
"readily accessible for examination" by the Commission.' 

A. Recordkeeping Requirements. 

9. The USOA provides specific requirements for recording investment in property, plant, 
and equipment and for maintaining certain supporting records, including the basic property 
records that are the subject of this audit." The basic property records consist of the CPR and all 
supplemental records necessary to provide the property record details required by the 

* 47 C.F.R. 8 32.2(f). 

47 C.F.R. 8 32.12(b). 

lo Companies are required to account for investment in property, plant, and equipment in 
the 2000 series of accounts in Part 32. The requirements for maintaining basic property 
records and CPR are contained in, respectively, 47 C.F.R. @32.2000(e) and (0. 
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Commission." The CPR contains detailed descriptions as to the location, date of placement into 
service, and original cost of plant assets.I2 Supplemental records include invoices, work orders, 
and engineering drawings that support the information in the CPR. These property records are 
the part of the property accounting system that preserves the identity, vinta e, location, and 
original cost of property, as well as original and ongoing transactional data. Incumbent local 
exchange carriers ("LECs") must ensure that their records are auditable, subject to effective 
internal accounting controls, and "maintained throughout the life of the ~roperty."'~ Further, the 
USOA requires that the basic property records be "equal in the aggregate to the total investment 
reflected in the financial property control accounts as well as the total of the cost allocations 
supporting the determination of cost-of-service at any particular point in time."'5 

% 

10. Incumbent LECs must maintain their CPR by subaccount for each accounting areal6 

and "data for use in connection with depreciation studies."'* The CPR is intended 
of their operations. Incumbent LECs are required to provide "accurate accounting for 

to support the regulated accounts by providing a link to the physical assets used for regulated 
service as well as to the underlying work orders and other documentation for related accounting 
entries." In addition, these records are necessary so that assets can be "readily spot-checked for 
proof of physical existence."20 By describing the plant's specific locations and providing 
references to invoices, work orders, and other support documents, the CPR provides a key aspect 
of the audit trail for the plant accounts and facilitates regulatory review of, among other things, 
access charges, depreciation rates, and certain jurisdictional separations and other cost 
allocations. 

47 C.F.R. 8 32.2000(e)(3). 

l2 47 C.F.R. 0 32.2OOO(f)(2)(iii). 

l3 47 C.F.R. 9 32.2000(e)(l). 

l4 47 C.F.R. 0 32.2000(e)(2). 

'* 47 C.F.R. 0 32.2000(e)(2). 

An accounting area is the smalles 16 territ ry of th company for which accounting 
records of investment are maintained for all plant accounts within the area. 47 C.F.R. 0 
32.2000(f)( l)(i). 

l7 47 C.F.R. 0 32.2000(e)(7)(i)(B). 

47 C.F.R. 0 32.2OOO(e)(7)(i)(C). 

l9 47 C.F.R. 0 32.2000(f)(8). 

2o 47 C.F.R. $0 32.2000(e)(7)(i)(A) and (f)(5). 

4 



B. 1994 Audit. 

1 1. We previously audited BST's CPR in 1 994.21 We performed procedures to verify the 
existence of COE plant using a nonstatistical sample22 of items listed on BST's CPR. In that 
audit, 15 percent of the equipment items contained in the sample could not be found. We also 
attempted to identify the assets associated with listings that did not contain adequate equipment 
descriptions. For these items, we found that BST could not locate the assets and, generally, 
could not support its CPR values. In addition, we found that, contrary to our rules, BST had not 
reconciled its CPR with its 1993 financial account balances.23 The audit staff discussed these 
concerns with BST representatives during the course of the 1994 audit. 

111. Purpose and Scope 

12. The purpose of our current audit was: to determine whether BST is in compliance 
with the Commission's requirements regarding basic property records and continuing property 
records, as set forth in sections 32.2000(e) and ( f )  of the Commission's rules and to determine 
whether BST's plant accounts accurately reflect the cost of assets used and useful in the provision 
of telecommunications services. 

21 The Audits Branch conducted a series of CPR audits of central office equipment for all 
the Regional Bell Operating Companies, including BST, with the majority of the field work 
completed in 1994. The Audits Branch prepared a consolidated audit report, but the report 
was not released. Informal discussions were held with each carrier regarding the problems 
found in their respective CPRs. The findings of the 1994 Audit of BST's CPR are detailed in 
Appendix A. 

22 A nonstatistical sample is selected on the basis of judgment derived from experience and 
knowledge about the subject. Although the results of an audit conducted using a nonstatistical 
sample can provide sufficient evidential matter for audit conclusions, the data derived from 
nonstatistical sampling cannot be statistically extrapolated to the entire population, and the 
evaluation of the reliability and precision of the results are not quantifiable in the manner that 
statistical sampling allows. 

23 See Appendix A. Section 32.2000(e)(2) of the Commission's rules requires that the 
basic property records, of which continuing property records are a part, be "equal in the 
aggregate to the total investment reflected in the financial property control accounts. " To 
reconcile the property records with the financial property control accounts, incumbent LECs 
typically compare the balance in the financial accounts with the sum of the balances shown in 
the continuing property records. The carrier then resolves the differences and corrects the 
records based on analysis of work orders, invoices, and other documents. 
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13. We reviewed the CPR for all of BST's COE as of July 3 1, 1997. As of that date, 
BST had approximately $17.5 billion of investment in COE. We classified COE into three 
categories for purposes of this audit: (1) Hard-wired Equipment; (2) Plug-in Equipment; and (3) 
Unspecified Items. The Hard-wired Equipment category contains permanent equipment 
requiring complicated installation such as telephone switches and circuit equipment. The Plug-in 
Equipment contains modular items designed to be installed readily by simply plugging them in 
where needed and thus are more easily moved from place to place. The category described as 
Unspecified Items includes significant amounts of investment that are not readily associated with 
specific, identifiable units of equipment. The Unspecified Items consisted of four groups: 
Undetailed Investment, Unallocated Other Costs, Plug-in Other Costs, and Right-to-use Fees.24 
The following table25 summarizes BST's total COE investment. 

Type of COE 
Investment 

Hard-wired EauiDment 

Table 1 

Investment % of Total 
($ millions) Investment 

$8.778 5 0% 
Plug-ins Equipment 
Unspecified Items 
Total Investment 

$8,182 47% 
$536 3 yo 

$17.496 100% 

24 BST describes the Undetailed Investment as material and other costs associated with 
plant in service and Unallocated Other Costs as unassigned labor and overhead costs that are 
associated with installation of equipment, both of which did not get assigned to specific units 
of equipment. Further, BST describes Plug-in Other Costs as those labor and other costs 
related to Plug-in Equipment. Right-to-use Fees are described as charges incurred for the 
purchase or lease of software programs necessary to operate the stored program control central 
office switching equipment. As noted, these four types of investment costs were not assigned 
to specific units of equipment in apparent violation of our rules. See 47 C.F.R. 
$5 32.2OOO(f)(2)(iii) and (f)(3)(i) ("cost shall be identified and maintained by specific location 
for property record units"). 

*' The table is based upon BST's July 31, 1997 CPR. 
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14. This audit report focuses primarily on the Hard-wired Equipment category and two 
groups in the Unspecified Items category: Undetailed Investment and Unallocated Other Costs. 
We did not focus our efforts on the Plug-in Equipment category or on the other groups in the 
Unspecified Items category (ie., Right-to-use Fees, or Plug-in Other Costs), because of the 
nature of these items and the manner in which BST maintains its CPR for them. For example, 
Plug-in Equipment consists of units that are very portable and their locations are not individually 
identified in BST's CPR. Consequently, an audit based upon the physical ins ection of such 
items requires a different approach than was used for Hard-wired Equipment. $6 

IV. Results for Hard-Wired Equipment 

15. On February 12, 1998, BST presented, at our request, an overview of the company's 
system for maintaining basic property records and continuing property records. BST also 
described the audit procedures and reconciliations that it performs periodically to ensure the 
accuracy of those records. Following BST's presentation, we began our detailed examination of 
the records described in this report. BST's CPR for its COE consists of a total of 859,800 
records. Of this tota1,754,100 records related to Hard-wired Equipment. 

16. Generally, our audit of BST's Hard-wired Equipment records consisted of a statistical 
sampling of equipment items (1,152 records randomly selected) from BST's CPR. We travelled 
to each location specified in the sampled CPR, and determined, through a physical inspection, 
whether the equipment was installed and whether the CPR description, location, and quantity 
were accurate and complete. We also requested cost support documentation to determine 
whether the costs stated in BST's CPR were recorded accurately and in accordance with the 
Commission's rules. These efforts and results are discussed in the following paragraphs. 

A. Verification Process 

17. In order to verify the existence of equipment listed on the CPR, we selected 32 
different central office locations. Prior to visiting the selected offices, we notified BST and 
requested the assistance of technical staff familiar with the COE in these offices. Generally, 
three or more company employees accompanied us during the verification process. Upon arrival 
at the central office location each morning, the selected sample was presented to BST's technical 
staff. With BST's technical staff, we then jointly attempted to locate the sampled equipment. 
When the equipment was not found in the location specified in the CPR or when the CPR did not 
contain a specific equipment location, we provided company personnel an opportunity to locate 

In this audit, we conducted a limited review of Plug-in Equipment, Plug-in Other Costs, 26 

and Right-to-use Fees in an attempt to have a better understanding of the practices, 
procedures, and controls associated with the maintenance of the basic property records and 
CPR for these items. After further review of documentation from the carrier, we may decide 
to perform future audit work for these categories. 
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the equipment elsewhere within the office. In the course of this process, we were often taken to 
other locations in the office and shown items on different frames than those listed in the CPR. 
Items were considered not found only when the sampled equipment could not be located 
anywhere in the central office. 

B. Records Examined 

18. A sample of 1,152 records was randomly selected27 for audit from Hard-wired 
Equipment items listed on BST’s CPR for its COE. The 1,152 line-items consisted of 36 
randomly-selected items from each of the 32 selected central office locations we visited. With 
assistance fiom BST personnel as described above, we attempted to veri@ the existence of the 
property recorded in the 1,152 line-items. We encountered numerous problems in our attempts 
to veri@ the sample. These problems were sometimes the result of deficiencies in the records, 
such as a lack of specificity as to location, description, or quantity, and sometimes the result of 
discrepancies between the record and the equipment we were shown. Of the 1,152 line-items, 
2 15 line-items (1 8.7 percent of the sampled items) were found to be seriously deficient in that we 
were shown no equipment, were shown equipment of less quantity than the records indicated, or 
were shown equipment that the we could not veri@ with certainty due to discrepancies between 
the record and the equipment shown. Although less serious, we also encountered problems with 
some of the other 937 line-items that we marked as found. In some instances there were 
misleading or inconsistent floor indications in these records. In other instances, descriptions of 
the items were incomplete. The problems encountered in the verification process are discussed 
in greater detail in Appendix C. 

The statistical sampling plan for randomly selecting the 1,152 line-item is discussed in 21 

detail in Appendix B. The 1,152 line-items were selected from 32 BST offices, and were 
expected to be representative of the entire BST operating area covering the states of Georgia, 
Alabama, North Carolina, South Carolina, Mississippi, Kentucky, Tennessee, Louisiana and 
Florida. (See Appendix B for an overview of the statistical sampling plan and audit sample 
selection process.) 
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19. Upon completion of the physical inspection for the Hard-wired Equipment sampled 
from the CPR, we provided BST with the verification results and requested explanations or 
corrections to our findings that the equipment could not be found.28 We reviewed BST's 
explanatory material and adjusted our original results when we were convinced by the 
explanation and supporting documentation that the missing plant was actually in service. On 
July 27, 1998, we provided BST with a draft audit report and requested that it provide comment 
on any factual errors or omissions contained in the draft audit report. On August 26, 1998, BST 
submitted its response to the draft audit report. We reviewed BST's response and made 
appropriate adjustments as warranted. 

C. Verification Results. 

20. The following table summarizes the results of our sample: 

Table 2 

Hard-wired Equipment 
Category 

No. of '  
Line- 
Items 

Assets Found I 937 

Assets Partially Found: 
Value of found portion 
Value of missing portion 

20 

No Assets Found 

Total 1,152 

Total 
Line- 
Items 

1.8% 
$209,4 14 
$135,663 

8.3% 

8.6% $1,527,928 

100% I $15.468.046 

Percent of 
Total 
Value 

86.2% 

1.3% 
.8% 

1.7% 

10.0% 

100.0% 

Assets Found: We found all of the equipment in this category. For 904 of these line-items, 
equipment was found that matched description and location information in the CPR. For the 
remaining 33 line-items in this category, the CPR did not indicate a specific location in the 

28 The results of the physical inspection were sent to BST in a letter dated March 2, 1998, 
with requests for explanation of the missing equipment by March 27, 1998. For the sampled 
equipment that the auditors could not find, the auditors requested the company to provide 
explanatory documentation as to the missing equipment or, whether the equipment was retired, 
and if so, documentation of the retirement. 
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building, but we were satisfied that the equipment observed was the equipment described in the 
record. 

Assets Partially Found: We found some of the equipment in this category but the quantity 
found was less than the quantity specified in the record. For each record, we prorated the cost of 
the equipment between the equipment found and the equipment not found based on the relative 
quantity of each group. 

No Assets Found: Neither we nor the company personnel could find the equipment in this 
category. 

Unverifiable Assets: We were shown equipment but were unable to determine with certainty 
that it was the equipment described in the CPR because of either deficiencies in the CPR or 
discrepancies between the CPR and equipment shown. This category included equipment that 
could not be matched with the CPR as to location, description, or identification number because 
of incomplete or missing information. 

D. Statistical Estimates Based on Sample. 

2 1. Because of the challenges presented in this audit, i. e. ,  over 754,100 records relating 
to Hard-wired Equipment located in over a thousand central offices in nine states, we selected a 
random sampling plan to estimate the total cost associated with amounts of Hard-wired 
Equipment not found.29 This enabled us to maximize the precision of our audit results within our 
resource constraints. Our sampling plan is described in detail in Appendix B. 

22. Generally, our random sampling plan consisted of the following steps: (1) for each 
sampled office we computed the cost of not found Hard-wired Equipment per sampled line-item; 
(2) for each stratum3' we computed the average cost not found Hard-wired Equipment by 
weighting the average cost of not found items for each office with the relative number of records 
in the office; (3) for each stratum we calculated the total cost of not found items by multiplying 
the average cost of not found items by the number of records in the stratum; and (4) for each 
stratum we determined BST's total cost of not found items by summing the cost of not found 
items. 31 Based on our sample findings, we project that 19.5 percent of BST's entire CPR for its 

Hard-wired Equipment not found includes equipment in the categories Assets Partially 29 

Found and No Assets Found (see Table 2). 

30 For purposes of our sample, we categorized BST's central offices into eleven strata 
depending on their size. This process is discussed on pages 6 and 7 of Appendix B. 

31 A more complete explanation of these calculations is contained on pages 12-14 of 
Appendix B. 

10 



Hard-wired Equipment, or approximately 147,000 line-items, contain substantive errors or 
omissions and do not comply with our recordkeeping requirements?2 From this analysis, we 
estimate that $29 1.7 million of the cost recorded in BST's COE accounts represents not found 
Hard-wired Equipment.33 

E. Examination of Cost Support Documents. 

23. The USOA requires that the CPR include the original cost of all property record 
units.34 Further, the rules require that "[a111 drawings, computations, and other detailed records 
which support quantities and costs or estimated costs shall be retained as part of or in support of 
the continuing property record."35 To confirm that BST's practices, procedures, and controls are 
effective in ensuring that accurate costs and quantities are recorded in the CPR, we requested the 
supporting invoices, work orders, and other construction documentation for the material and in- 
place costs. 36 

24. By letter dated March 2, 1998, we requested the cost documentation for a sample of 
50 randomly selected hard-wire COE line-items to be provided by March 27, 1998.37 BST made 

32 In our statistical analysis, we estimated that 80.50% of BST's line-items were correct. 
(See pages 8 and 9 of Appendix B). By taking the complement of this percentage, we 
computed an error rate for BST's CPR of 19.50 percent (1-.8050). Multiplying BST's 
population of 754,100 line-items of hard-wired equipment by the estimated error rate, we 
estimated that 147,000 line-items on BST's hard-wired CPR were incorrect. Using similar 
reasoning and a 95 % confidence interval, we estimated the number of incorrect line-items on 
BST's CPR lies between 124,500 and 169,600 line-items, with the most likely value centered 
around our best estimate of 147,000 line-items. 

33 Based on our statistical analysis, our best estimate of the total cost of BST's missing 
plant was $291.7 million. Using a 95% confidence interval, we estimated the total missing 
plant cost to lie between $148.8 million and $434.6 million, with the most likely value for this 
cost centered around our best estimate of $291.7 million. (See pages 12 through 14 of 
Appendix B). 

34 47 C.F.R. 8 32.2OOO(f)(2)(iii). 

35 47 C.F.R. 8 32.2000(0(8). 

36 The in-place cost includes the material cost of the equipment as well as the cost to 
install and put the equipment into service. 

37 Letter from Kenneth Ackerman, FCC, to Mary L. Heme, BST, dated March 2, 1998. 
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its cost submission in response to the request. Upon completion of an examination of the cost 
support provided, additional items will be requested if necessary. 

25. Since we have not completed our examination of the cost support, we have decided 
to suspend judgment temporarily on the accuracy of the original costs recorded on BST's CPR. 
For the purposes of this report, we assume the original costs recorded on its CPR are correct. At 
a later date, we will investigate these costs and determine their validity. After we receive and 
analyze the cost support, we intend to issue a separate report on the matter of cost support. 

V. Results for Unspecified Costs 

26. BST's CPR for its COE consists of a total of 859,800 records. Of this total, we found 
a large number of BST's CPR records contained neither equipment descriptions nor location 
descriptions. In its CPR, BST refers to many of these items as Undetailed Investment (21,800 
records) or Unallocated Other Costs (83,900 records). Because there were no equipment or 
location descriptions in these records, we were unable to locate physically the assets relating to 
these records. 

A. Undetailed Investment 

27. We identified approximately 21,800 records representing $138.5 million of 
Undetailed Investment. BST stated that these records represent costs associated with assets that 
for some reason it did not identify in its CPR. The only specific explanation that BST offered for 
these records is that they represent a portion of the investment installed prior to the 
implementation of its mechanized CPR in 1973. 

28. Because of the lack of specificity in these records, we adopted a number of steps in 
our audit procedure to determine what type of equipment was represented by the Undetailed 
Investment and whether the investment amounts contained in BST's CPR were legitimate. First, 
we requested that BST representatives identify the equipment associated with all of the 
Undetailed Investment at three of the sampled central office locations. For these central offices, 
the company was unable to locate any of the Undetailed Investment entries during our on-site 
visits. In addition, in a letter dated February 27, 1998, we requested, among other things, that 
BST provide the cost support for 25 of the Undetailed Investment entries listed in its CPR.38 

29. We examined the cost support submitted by BST and did not find that BST provided 
sufficient and convincing support for the Undetailed Investment or otherwise provided sufficient 

38 Letter from Kenneth Ackerman, FCC, to Mary L. Heme, BST, dated February 27, 
1998. An initial sample of 25 items was requested so that we could review the results and 
determine whether more extensive cost support data would be necessary. 
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indication of what items of plant investment support the entries in the CPR for Undetailed 
Investment. In summary, BST failed to substantiate the physical existence of equipment 
associated with the Undetailed Investment line-items or provide sufficient and convincing cost 
support for the related investment amounts shown in the CPR, as required by Part 32 of the 
Commission's We gave BST the opportunity either to show us the equipment associated 
with an Undetailed Investment entry or to provide sufficient and convincing documentation 
supporting it. In each instance, BST failed to satisfl our request and the requirements of Part 32. 
In conclusion, we find, based on our audit work, that the existence of the plant related to 

Undetailed Investment cannot be substantiated, and the costs related to the Undetailed 
Investment should be removed from BST's CPR and its plant accounts.40 

B. Unallocated Other Costs 

30. BST's CPR contains another type of entry with no equipment or location description, 
called "Unallocated Other Costs." We found more than 83,900 such entries representing $125.4 
million in investment. According to BST, Unallocated Other Costs represent hard-wired related 
costs that are not properly includable as in-place costs because they are "in excess of those 
reasonably includable in the item in-place 
verifl the validity of these entries.42 After reviewing BST's cost documentation, we intend to 
issue a further report on the matter of Unallocated Other Costs. 

We have requested information from BST to 

VI. Duration and Extent of the Problem 

39 47 C.F.R. 00 32.2000(e)(2)(iv), 32.2000(0(5), and 32.2000(f)(8). 

40 BST contends that the line-items of Undetailed Investment reflects hardwired 
equipment-in-service installed before implementation of its mechanized system in 1973. This 
assertion does not mitigate the apparent violation of our rules, nor does it adequately explain 
the large amount of Undetailed Investment currently on the carrier's CPR. According to 
BST's CPR, Undetailed Investment with vintage years prior to 1973 totaled to $33.8 million, 
which represents only 24 percent of BST's total Undetailed Investment of $138.5 million. 

41 This characterization of Unallocated Other Costs is found in BST's data filing with the 
Commission in connection with the 1994 CPR audit. 

42 As with the Undetailed Investment, we requested (in letter of February 27, 1998, from 
Kenneth Ackerman to Mary Heme) that BST provide cost support by March 27, 1998, for a 
sample of 25 Unallocated Other Costs listings. To date, we do not have sufficient 
documentation to determine the nature of the costs described in BST's CPR as Unallocated 
Other Costs. 
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3 1. We have found numerous substantive deficiencies in BST's CPR and associated plant 
balances contain very large and serious errors. We first became aware of the nature and scope of 
this problem during our 1994 audit of BST's CPR. That audit demonstrated that the problems 
were so pronounced and prevalent as to make it highly unlikely that the errors had developed in a 
relatively short period of time. 

32. Our current audit findings make it even clearer that BST's CPR problems are 
longstanding. Based on our current audit we estimate, as detailed in Appendix B, that over 
252,700 records, or nearly 29 percent of the records within the scope of this audit, are inaccurate 
or deficient in some important respect.43 It is unlikely that such a large number of errors in 
BST's CPR occurred over a short span of years. It is much more likely that BST has been 
recording a substantial percentage of its entries inaccurately for many years. For example, in a 
typical year, BST generates approximately 66,000 new CPR line-items. If BST would have 
recorded all new entries incorrectly in recent years, it would have taken more than two years to 
create 141,000 inaccurate records. This would require, however, that every recent entry was 
inaccurate, and we do not believe that is the case. On the other hand, if we assume a more likely 
error rate, e.g., 20 percent a year, BST would have recorded approximately 13,200 of its new 
line-items each year incorrectly. It would take BST more than 10 years to generate a total of 
14 1,000 incorrect records (14 1,000 divided by 13,200). Based upon our understanding of BST's 
procedures and their limitations, this would appear to be the likely case. 

33. Nor do we believe the CPR problem accelerated in recent years. Recording items as 
Undetailed Investment, in particular, has been a serious problem for many years. Of the 21,800 
Undetailed Investment records, representing $138.5 million of plant investment, over 15,400 
line-items representing $9 1.6 million, are pre- 1990 vintage entries. 

VII. Conclusions and Corrective Actions 

34. We conclude that BST has not maintained its basic property records and its CPR in a 
manner consistent with the Commission's rules. We base this conclusion on the statistical 
sampling of Hard-wired Equipment and actual records of Undetailed Investment and Unallocated 
Other Costs that show a high percentage of records with substantive deficiencies such as 

43 The scope of the audit included approximately 859,800 records, of which 754,100 
records represented hard-wired central office equipment, 2 1,800 records reflected Undetailed 
Investment, and 83,900 records represented Unallocated Other Costs. Of these records, we 
estimate based upon our statistical sample that about 252,700 were inadequate or contained 
serious errors, including 147,000 Hard-wired equipment line-items, all 21,800 Undetailed 
Investment line-items, and all 83,900 Unallocated Other Costs investment line-items. Thus, 
252,700 of 859,800 records under review, or 29 percent of the reviewed records, contained 
serious errors. 
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inadequate or no asset descriptions, inaccurate quantities, missing and inaccurate location 
descriptions, and the high percentage of assets that could not be found by either our auditors or 
BST's technical staff. We also base this conclusion on BST's inability to provide supporting cost 
information and other data to substantiate the existence of a large number of entries in its CPR. 

35. We believe the problems revealed in this audit are longstanding and unlikely to self- 
correct. This is indicated by the fact that similar problems were found in our 1994 audit of BST's 
records. 

36. The inability of the company to demonstrate the existence of such a high percentage 
of the equipment contained in its records raises significant questions about the valuation of BST's 
plant accounts, its depreciation rates, and its past and present prices. At its worst, failure to 
provide sufficient and convincing documentation for the acquisition of the assets in question and 
for their placement into regulated accounts raises doubts about whether policymakers can rely on 
these records. 

37. We believe corrective action concerning the accounting treatment of the overstated 
amounts is necessary to address the deficiencies found in our audit. We believe that the amounts 
associated with Hard-wired Equipment that was not found ($291.7 million) and Undetailed 
Investment that could not be substantiated ($138.5 million) should be written-off BST's plant 
accounts. 

38. In addition, we believe further corrective action involving a complete inventory and 
audit of BST's CPR, practices, procedures, and controls are necessary to bring BST into 
compliance with the Commission's rules. A carrier's CPR consists of a large number of 
individual line-items, each of which represents one or more specific items of equipment. The 
only way to ensure a CPR line-item is correct is to examine the corresponding equipment items. 
The only way to validate all of the line-items in a CPR is to conduct an inventory of the entire 
CPR. The current audit findings demonstrate that BST's CPR for its COE has serious and 
numerous deficiencies. Because its CPR contains thousands of records that are apparently not 
associated with plant used and useful in the provision of telecommunications ~ervices,4~ we 
conclude that the only practical way to resolve all of these deficiencies is for BST to engage an 
independent firm to perform an inventory of its entire COE and provide the results to the 
Commission. In addition, BST should engage an independent firm to review its practices, 
procedures, and controls for maintaining its CPR and to make recommendations for improving 
these systems so that BST's CPR and plant balances can be maintained in compliance with the 
Commission's rules. 

We estimate that 84,600 line-items for Hard-wired Equipment are inaccurate. In 
addition, 12,600 items reflect Undetailed Investment and another 34,000 records reflect 
Unallocated Other Costs. 

44 
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39. Finally, we identified an additional $125.4 million of Unallocated Other Costs 
investment for which the carrier apparently has not kept sufficient records. These records 
contain no asset descriptions and no specific locations. We have serious concerns about the 
proper accounting treatment of much of this cost, including whether these line-items should 
remain on the carrier's CPR and plant account balances. We are still considering this issue, 
however, and will make a decision upon further review of the carrier's documentation for this 
type of investment. 

VIII. Recommendations 

40. We recommend the following actions: 

41. BST should write off $430.2 million from its central office equipment to remove the 
estimated cost of its missing Hard-wired Equipment ($291.7 million) and Undetailed Investment 
($138.5 million) from its central office equipment accounts. 

42. The accounting recommendation in paragraph 42 above requires BST to write off an 
amount based on statistical inferences drawn from the current audit. In order to correct its CPR, 
BST should be required to engage an independent firm to perform an inventory of its entire COE 
and provide the results to the Commission. We recommend that the Commission analyze the 
results of this inventory and direct BST to make all entries necessary to correct further its CPR 
and account balances. 

43. In order to improve the likelihood that its CPR will be maintained correctly in the 
fbture, BST should be required to engage an independent auditor to review its practices, 
procedures, and controls for maintaining its CPR and to make recommendations for improving 
these systems so that BST's CPR and plant balances can be maintained in compliance with the 
Commission's rules. Based on the audit, BST should develop and submit to the Commission for 
approval a plan of corrective action for maintenance of its CPR. At a minimum, the scope of the 
independent audit should include a review of: (1) the existing internal controls related to 
prevention, detection, and correction of errors on a timely basis; (2) existing automated systems 
that serve to eliminate or reduce the potential for errors and that provide an appropriate audit trail 
for verification of the CPR; and (3) the controls and processes necessary to comply with the 
Commission's rules pertaining to the CPR. 
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Appendix A 

Summary of the 1994 BST CPR Audit 

In 1994 the Commission audit staff conducted an audit of BST's continuing property 
records ("CPR'') for its central office equipment ("COE''). This equipment was broken into three 
categories for the audit: hard-wired equipment; plug-in equipment; and unspecified items. 

Hard-Wired Inventory 

We examined a sample of 130 judgmentally-selected central office items, from 6 central 
offices in Atlanta, Ga. area. We attempted to sample items from a) different COE accounts, b) 
different manufacturers, and c) different installation dates. We excluded from our sample plug- 
ins, unspecified items, and any non-COE maintained in BST's CPR system. After making our 
selections, we physically inventoried all the selected items with the assistance of BST's technical 
personnel. We also gave BST an opportunity, after we finished our on-site inventory, to provide 
any documentation to prove the existence of items that we were not able to find. In the end, we 
determined that 61 items had record problems, or 48 percent of our sample. Of these, 20 items 
(1 5% of the sample) represented equipment that could not be found. We found that equipment 
not manufactured by AT&T was particularly difficult to locate. This was so because BST's CPR 
was designed by AT&T at a time when almost all of BST's equipment was AT&T-manufactured. 

Plug-Ins 

We found that the CPR for BST's plug-in investment did not allow the tracking of the 
location of individual plug-in equipment items. Plug-ins are portable items that are frequently 
moved within and between central offices. Auditing plug-ins was therefore very difficult 
because of the limits of BST's CPR system. We concluded that the accuracy of its CPR may not 
be determinable without a complete inventory of all plug-ins at each accounting location 
(building). 

Unspecified Items 

We found that BST had listed assets in its CPR that could not readily be spot checked 
because the CPR did not provide adequate information to allow its identification. In addition, 
some of these unspecified items were so old that they likely were no longer in service.45 

45 For example, we found undetailed items in the CPR with vintages as early as 1927, 1928, and 1935. 
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APPENDIX B 

Bell South CPR Statistical Audit Plan Overview 

Objectives: 

The objectives of the audit were: to determine the extent to which Bell South (BST's) 
continuing property records ("CPR") reflect the assets it uses in the provision of 
telecommunications services; to substantiate the investment recorded in BST's plant accounts; 
and, in general, to determine the extent to which BST is in compliance with the Commission's 
property record requirements. 

Population: 

The "population" is the entire group of individual units about which statistical inferences 
are to be drawn based on a sample of individual units chosen randomly from the group.46 In the 
CPR audit, the population is all of the line-items representing BST's hard-wired central office 
equipment (TOE") in its CPR.47 Each line-item in this population represents one or more items 
of hard-wired COE.48 

Sampling Units: 

We divided the population into sampling units. These units cover the entire population 
and do not overlap. The sampling units in the CPR audit are the individual CPR records, Le., the 
line-items in the CPR for hard-wired COE. 

Data to be Collected: 

The plan was to verify the accuracy of each line-item in the sample by making an on- site 
inspection of the hard-wired COE described in the individual records. The auditors, first, 
verified the physical existence of the unit of COE. The auditors then verified the accuracy of the 
information contained in the record regarding the description, quantity, and location of the COE 
item. 

~ ~ 

Christopher Clapham, THE CONCISE OXFORD DICTIONARY OF MATHEMATICS 2 15 (2nd ed. 1996). 46 

Hard-wired equipment is large, permanent equipment requiring complicated 
installation such as telephone switches and circuit equipment. Approximately 50 percent of 
BST's COE investment is in hard-wired equipment. 

41 

A "line-item" is a line in the CPR that identifies the equipment and its description, the 48 

location, quantity, vintage, account code, and dollar investment. 
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Degree of Precision Desired: 

A primary goal was to determine the percentage of BST's CPR records that comply with 
our rules, i. e., the percentage of records that correctly reflect the existence, quantity, description, 
location, and cost of the COE equipment. We used random sampling techniques in order to 
achieve a precise estimate based on mathematical principles and statistical reasoning that would 
provide a valid conclusion about BST's CPR records. We selected a sample size so that, with a 
90 percent confidence level, our percentage estimate would be within 2.5 percent of the actual 
percentage of records that are in compliance with our rules. 

Sample Design: 

We considered two basic sampling designs: simple random sampling and random two- 
stage stratified sampling. Simple random sampling requires that the sample be selected by a 
random process so that each member of the population has an equal probability of being included 
in the sample. Simple random sampling has the advantage of simplicity. Once a listing of the 
population is assembled, no other information is necessary to select the sample. Furthermore, the 
calculations necessary to derive the statistical inferences are relatively simple. 

In random two-stage stratified sampling, each unit of the population is assigned to one of 
several groups and each group is assigned to one stratum. Then, groups are selected randomly 
from each stratum and population units are selected randomly from each selected group. In this 
application, the CPR line-items are the basic units of the population and the central offices are 
the groups that are stratified by size of office, i. e., how many line-items there are in each central 
office. This sampling design requires prior knowledge of the population characteristics so that 
each member of the population can be assigned to one and only one stratum. 

Random two-stage stratified sampling has a number of advantages. First, it can be used 
to ensure representation of groups that are important for policy reasons to be included in the 
sampling process.49 Second, in cases where the population is clustered in different locations, it 
allows concentration of the samplin in those areas that contain most of the population, thus 
reducing the travel and labor costs. 
sample estimators, i. e., reduce their variability. 

5 1  Finally, it can be used to increase the precision of the 
5 1  

49 William G. Cochran, SAMPLING TECHNIQUES 89-90 (3d ed. 1977). 

50 Id. Also see Steven K. Thompson and George A. F. Seber, ADAPTIVE SAMPLING 152 
(1996). 

51 An estimator derived from a sample is precise or efficient, if it has a small variance, 
i.e., the distribution of the estimator is highly concentrated. See Thomas H. Wonnacott and 
Ronald J. Wonnacott, INTRODUCTORY STATISTICS FOR BUSINESS AND ECONOMICS 235-236, 
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Because of these advantages, we selected a random two-stage stratified sampling plan. 
We stratified the equipment by central office size, as indicated by number of records per office. 
Our decision was based on the following factors. The hard-wired COE equipment listed in the 
CPR is located in central offices of various sizes located throughout the BST's region that 
encompasses nine states. The majority of the equipment is concentrated in the larger central 
offices in large metropolitan areas such as Miami and Atlanta. To veri@ the accuracy of the line- 
items included in a sample, our auditors travelled to the various central offices and actually 
observed the physical pieces of equipment listed in the CPR. By employing a random two-stage 
stratified sampling plan using strata based on office size, we could ensure that all office sizes are 
represented in the sampling process. In addition, by stratifying, we could ensure that small, 
remote central offices would not be over-represented which could increase the cost of the audit 
without a corresponding improvement in precision. 
Sample Size: 

We used the following formula to determine the sample size, n, necessary to reach our 
52 precision goal. 

Install Equation Editor and double- 
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where 
N is the population size. 
n is the sample size. 
P is the proportion of correct line items in the population, or the compliance proportion. 
t is the abscissa of the normal curve that cuts off an area x at the tails. 
x is a fimction of the confidence interval.53 

A is the desired degree of precision. 

Solving for n, we find 

~~ 

678-687 (4th ed. 1990). 

52 The formulas in this appendix have been adapted from SAMPLING TECHNIQUES (3d ed. 
1977) by William G. Cochran. 

53 x = (1 - confidence interval) + 2. For example, when a 90 percent confidence interval 
is required, x = (1 - .90) + 2 = .05. 



Install Equation Editor and double- 
click here to view equation. 

For practical use an estimate p of P is substituted in the formula.54 Also, if N is large, the 
denominator of formula # 2 approaches unity, and the formula reduces to:55 
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click here to view equation. 
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3 

where the desired variance of the sample proportion, p, is 
Install Equation Editor and double- 
click here to view equation. 4 

Our procedure was first to calculate n using formula #3. We then determined whether n 
divided by N is negligible. If so, we would use n derived from formula # 3. If n divided by N is 
not negligible, n must be recalculated using the more complex formula # 2. 

We selected a precision goal of .025, that is, for a given confidence level, we want our 
maximum error to be .025 or less. As can be seen in formula # 3, the sample size is a function of 
the compliance proportion p; and the sample size is maximized when the numerator, p( 1 -p), is 
maximized, or when p = .5. By selecting a sample size using the maximum value for p( 1 -p), 
we are assured the maximum sample size necessary to assure the desired degree of precision. If 
the actual P value is not .5, then the sample size will yield estimates more precise than our 
original goal. 

56 

54 In practice, p, which is determined by the sample data, is an estimate of P, the 
population proportion. 

55 In any case, we note that equation # 3 is the upper bound for equation # 2. In other 
words, equation #2 approaches equation # 3 as N increases, because equation # 2 has a slightly 
larger denominator that approaches 1 as N increases. 

The maximum value of the function , p(1-p), occurs when its first derivative is equal to 56 

0. This occurs at p = .5. 

4 



Install Equation Editor and double- 
click here to view equation. 

(4) 

where A = .025. 
t = 1.645, the student-T value when x = .05. 
p = S O .  

Therefore, our initial sample size calculation was 1,082. 

We then tested to see if n divided by N is negligible. 

Install Equation Editor and double- 
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(5) 

We concluded that this ratio is negligible and that our initial estimate of n = 1,082 has adequate 
precision. 

As noted above, we assured ourselves that the actual precision of our estimate p would 
exceed our precision goal by calculating a sample size using the maximum value for the product 
p( 1 -p>;f e., when p = .5. Our actual sample size after making certain adjustments was 1,152 line- 
items. After selecting our sample and evaluating it, we found the actual sample proportion p to 
be .8050.58 If we substitute this proportion into equation # 3, we find that a sample size of 680 
line-items would have achieved our precision goal of .025 with a 90 percent confidence level. 
Even more to our advantage, we find that a sample size of 965 line-items would have achieved 
our precision goal of .025 with a 95 percent confidence level. By using an even larger sample 
size, we have increased the accuracy with which the sample proportion p estimates the 
population proportion P.59 Although we initially planned for a 90 percent confidence interval, we 

57 See infra Sample Selection. 

58 See infra Estimating the proportion of correct CPR line items. 

59 As the sample size, n, increases, the sampling distribution of p concentrates more and 
more around the population proportion P and assume the shape of a normal curve. See 
Thomas H. Wonnacott and Ronald W. Wonnacott, INTRODUCTORY STATISTICS FOR BUSINESS 
AND ECONOMICS 197,207 (4th ed. 1990). 
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can now compute our statistical estimators with a 95 percent confidence level without sacrificing 
our precision goal. 60 

Stratification Procedures: 

To determine the specifications of the stratified sample, we first calculated a sample size 
of 1,082 line-items as explained above. Based on our audit experience, we then determined that 
a reasonable work load for an auditor would be to verify 36 line-items in one central office each 
day. To calculate the number of central office for our stratification procedure, we divided the 
sample size of 1,082 line-items by the 36 line-items to determine that approximately 30 central 
offices would need to be selected. 

To provide a broad representation based by office size and location, we partitioned the 
BST's CPR into 11 strata. We then determined the number of central offices to be selected 

fiom each stratum based on the following allocation that is sometimes called the Neyman 
Allocation process. It specifies the optimal allocation for selecting units (in this case, central 
offices) from the strata to reduce sample variance. 
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where L is the number of strata. 
nh is the number of central offices to be selected from the h th stratum. 
n is the total sample size, i.e., total number of central offices to be selected form all strata, about 
30. 
s h  is the standard deviation of the h th stratum. 
Wh is the wei ting factor for the h th stratum. wh is computed as shown below: 

where Mh is the total number of records in the h th stratum. 

Install Equation Editor and dou e le- 

7 click here to view equation. 

Sample Selection: 

To select the actual sample, we performed a two-stage procedure. First, we randomly 
selected 3 1 central office locations based on our 1 1 strata.61 We noted that all of the states in 

See infra Computation of Statistical Estimators. 

For each stratum, selection of central office locations was based on computer 
generation of n number of random numbers between 1 and N,  where n is the number of 
locations determined to be required for each stratum and N is the number of locations in the 
stratum. The random numbers were applied to the list of locations in the strata, sorted by 
number of records (in descending order) and numbered from 1 to N.  A minimum of two 
central offices locations was selected per strata. 
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which BST operates were represented in the sample of 3 1 offices except North Carolina. In 
order to ensure that every state was represented, we randomly selected a location in North 
Carolina as the 32st sample location. We further expanded our sample to include three more 
offices so that each stratum was represented by at least two central offices. For each of the 32 
locations in the sample, we selected 36 CPR line items at random.62 Thus, the sample consists of 
1 ,I 52 line-items, i. e. ,  32 central offices x 36 line-items per central office. Because we audited 
more COE line-items than our sample plan required (i.e.,  1,152 line-items v. 1,082 line-items), 
we expected our precision to be better than our goal of being 90 percent certain 

Stratum 

that the actual compliance proportion would be within 2.5 percent of our estimated compliance 
proportion. In fact, our actual sampling results allowed us to compute our statistical estimators 
using a 95 percent confidence 

Number of Records Number of 
per Central Office Central Office 

Location in Locations in 
Stratum Stratum 

In some instances, the location initially selected was impractical to audit, because the 
equipment items were spread widely over the territory served by the central office in huts or 
cabinets or on customer premises. In such cases, another location was randomly selected from 
that stratum. The following table shows by stratum the number of central offices and records as 
well as the number of each selected for audit. 

2 

3 

1,994 1,014 110 

993 900 37 

11 1 I 5,185 1 2,005 I 29 

Number of 
Central Office 

Locations 
Selected for 

Audit 

4 

6 

2 

Records per Records 
Audited in 

62 For each location selected for audit, 36 random numbers between 1 and N were 
computer generated, where N is the number of COE line-items for each location selected for 
audit. The 36 random numbers generated were applied to the unsorted COE CPR listing for 
each location. In instances when we determined that verification of a selected item would not 
be possible for reasons beyond the control of the company, we selected the CPR item 
immediately preceding the selected item as its replacement. 

63 See infra Computation of Statistical Estimators. 
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CPR Verification Procedures: 

The audit was conducted by three two-person audit teams. The teams were generally 
comprised of the same members throughout the audit, although substitute auditors were used 
when individuals could not be on location on the assigned day. At most locations, BST assigned 
two engineers to assist the Commission auditors. 

CPR inventory forms were prepared to assist the auditors in recording their observations. 
The forms allowed auditors to specify whether the units of equipment were found and whether 

the CPR description and location were correct. The auditors made further notations in the 
comment section of the form to record any unusual or important observations not specified 
elsewhere on the form. The CPR inventory forms, including the comment section, were 
reviewed by the audit supervisor and were revised as necessary for consistency with the audit 
criteria. The results were then counted and tabulated. 

Computation of Statistical Estimators: 

From the sample audit observations, we made statistical inferences about the CPR for 
BST’s entire hard-wired COE investment. We drew statistical inferences regarding the 
proportion of correct CPR records, the proportion of incorrect CPR records, and the book cost of 
equipment listed on the CPR that could not be found. The calculations that we used to derive 
these inferences are shown on the following pages. The complexity of these calculations reflect 
the two-stage stratified sampling plan we used to conduct the audit. 

1. Estimating the proportion of correct CPR line-items: 

First, we computed the proportion, p!, of line-items that were verified by our auditors as 
correct in the each central office selected for audit. Because there were 36 line-items sampled at 
each selected office, the pi’ value was calculated as shown below: 
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where xi is the number of correct items in the sample of 36 line-items for the i th central office. 
pi’ is the proportion of correct items in the sample of 36 line-item for the i th central office. 

Next, for each stratum, h, we computed a representative proportion, ph , based upon the 
proportions, pi, < from the central offices sampled in that stratum. To arrive at a representative 
proportion for a stratum, we weighted the sample proportions, pi < based on the total number of 
line-items recorded for the central offices selected from the stratum. 
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where h denotes the stratum. 
P h  is the representative proportion for stratum h. 
pi’ is the proportion of correct items in the sample of 36 line-items for the i th central ofice. 
n is the number of central offices sampled in stratum h. 
wi’is the weighting factor. wi’ is computed as follows: 
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click here to view equation. 

stratum h. 
9whereMi‘ is the total number of records in the i th central office sampled in 

In this step, the weighting factor, wi I ,  for the proportion of correct items in a particular central 
office is the total number of line-items recorded for that central office divided by the total 
number of line-items recorded for all of the central offices sampled from the strata. 

Finally, to calculate statistical estimator, , for the population proportion, P, we computed 
a weighted average of the representative proportions for the 11 strata based on the total number 
of line-items recorded for the strata. 
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where is the statistical estimator for the population proportion, P. 
h denotes the stratum. 
Ph is the representative proportion for each stratum h. 
Wh is the wei hting factor for the h th stratum. Wh is computed as shown below: 

Install Equation Editor and dou % le- 

10 click here to view equation. 

where Mh is the total number of records in the h th stratum. 

(9) 

Using the formula shown above, we estimate that the proportion of correct line- 
items in the population was 80.50 percent. 

2. Estimating the variance for the proportion of correct line-items: 

First, we computed the variance, VAR(pi 3, for the proportion, pi < for each sample of 36 
line-items taken from the central offices. This variance measures the variability of the 
observations within the central office. 
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Second, for each stratum h, we computed a weighted average, VARh < for the individual 
variances using the following formula. 
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where h denotes the stratum. 
VAk’  is the variance within the central offices for stratum h. 
VAR(pih’) is the variance for the proportion of correct items in the sample of 36 line-items for the i 
th central office in stratum h computed in equation ## 10. 
fih‘ is the sampling fraction 36Mih’. 
Nh is the total number of central offices in stratum h. 
n’ is the number of items sampled in each central office, i.e., 36. 
nh is the number of central offices sampled in stratum h. 
Wih’ is the weighting factor. Wih’ was computed as shown below: 
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sampled in stratum h. 
12 whereMih‘ is the total number of records in the i th central ofice 

In this step, we also computed a variance, VARh”, measuring the variability between central 
offices in stratum h. 
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where Mih‘ is the total number of records in the i th central ofice sampled in stratum h. 

The variances, VARh’ and VARh” are additive and give the overall variance, VARh, for stratum h. 
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Finally, to calculate the variance for , the estimator for the population proportion, P, 
we computed a weighted average of the VARh for the 1 1  strata based on the number of line-items 
recorded for the strata. 
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where h denotes the stratum. 
VARO is the variance for the population proportion, P. 
VARh is the overall variance for each stratum h. 
Wh is the weighting factor. Wh was calculated as shown below: 
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To compute the standard deviation for , we took the square root of the variance. 
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3. Estimating the cost of the hard-wired COE not found: 

First, we computed a dollar amount per line-item representing the cost of the COE that 
could not be found in the 36 line-items sampled at each central office.64 
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where ci is the total cost of missing equipment in central office i as specified in the CPR. 

Next, for each stratum, h, we computed the weighted average cost per line-item of COE 
not found. 
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where Yh is the weighted average cost per line-item of COE not found for the stratum h. 
yi is the cost per line-item of COE not found for the central office i in stratum h. 
n is the number of central offices sampled in stratum h. 
wi' is the weighting factor. wi' was computed as shown below: 
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sampled in stratum h. 
18 whereMi' is the total number of records in the i th central ofice 

For each stratum h, we multiplied Y h  by the total number of line-items in the stratum, Mh, to 
determine the total cost of missing items, ch ,for the stratum. 
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64 We have been unable to verify the accuracy of the original costs shown for the 
individual line-items listed on BST's CPR, because BST has not provided sufficient 
documentation for us to make such a determination. For the purposes of our statistical 
analysis, we have given BST the benefit of the doubt and assumed that the original costs 
shown on its CPR are correct. At some latter date, we intend to investigate these costs and 
determine their validity. See Section V-E of the Audit Report. 
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To find the total cost of the missing COE for NYNEX, we summed the ch for the 11 

strata. 
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Based on our computations, we estimate the cost of the missing hard-wired COE for 
the entire region of BST to be $291.7 million. 

4. Estimating the variance of the cost of missing COE. 

For each stratum h, we computed the variance of the cost of missing COE using the 
following formula.65 

Install Equation Editor and double- 
click here to view equation. 

where VAR(Yh ) is the variance of the missing COE for stratum h. 
Yh is the cost per line-item of COE not found for the stratum h. 
yih is the cost per line-item of COE not found for the central office i in stratum h. 
nh is the number of central oEces sampled in stratum h. 

65 The complete formula for the variance of a stratum contains one set of terms to 
calculate the variance among the central offices and another set of terms to calculate the 
variance within the central offices. A review of the formula revealed that variance among the 
central offices exceeds the variance within the central offices by an order of N, which is the 
number of central offices in a stratum. This number ranges from 29 to 745 for the various 
strata. We, therefore, concluded that, as a component of VAR(Y, ), the variance within the 
central offices is negligible and we did not use it. We only used the terms for the variance 
among the central offices. Thus, we underestimated the variance by a negligible amount. 



Nh is the number of central offices in stratum h. 
fh is the sampling fraction nh / N h  . 
Mih' is the total number of records in the i th central office sampled in stratum h. 

To find the variance for the entire population, we summed the VAR(Yh) for the 1 1 strata. 
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To compute the standard deviation for CT , we took the square root of the variance. 
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Using the formulas shown above, we estimate the standard deviation to be $72.9 
million. Assuming a normal distribution, the 95 percent confidence interval is CT f 
1.960, $291.7 million f $142.9 million, or the interval from $148.8 million to $434.6 
million. 

Summary of Findings: 

1, Of the 1,152 CPR line-items included in the sample, 937 were correct. From this sample, we 
estimate by inference, using a 95 percent confidence interval, that 80.50 percent f 2.99 percent of 
BST's line-items for its hard-wired COE is accurate. In other words, as a result of the audit we 
estimate, with 95 percent certainty, that at least 77.5 1 percent, but no more than 83.49 percent, of 
the hard-wired COE listings in BST's CPR are accurate. Thus, 16.51 percent to 22.49 percent of 
the listings are expected to be inaccurate. 

2. Furthermore, from our sample, we estimate by inference, using a confidence interval of 95 
percent, that $291.7 million f $142.9 million of BST's hard-wired COE cannot be found. Thus, 
as a result of the audit we expect, with 95 percent certainty, that the costs for hard-wired COE 
recorded in BST's CPR is overstated by an amount between $148.8 million and $434.6 million. 

The following tables summarize our findings: 

Results of Random Two-Stage Stratified Sampling Analysis 
Using a 95 Percent Confidence Interval 

Range for deficient "not found" Range for Estimated 
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plant costs (in $ millions) -* Deficient Record Ratios 

Additional Analysis Using a Bayesian Approach 

To corroborate our statistical findings, which were based upon classical statistical 
analysis using random sampling, we also performed analysis on the sample using Bayesian 

statistical theory. Bayesian analysis provides a number of attractive features that complement ow 
classical statistical analysis, For example, under the Bayesian approach, the estimate of the 
population mean is independent of the choice of sample weights or choice of stratification.66 
Since the Bayesian method is design free, the estimator is unbiased.67 An additional advantage is 
that the Bayesian framework explicitly models the probability distribution of the parameter being 
estimated, for example, the mean of the population. This feature of the Bayesian method 
provides a rigorous justification for claiming that the sample mean is the most likely estimate of 
the population mean6* This contrasts with classical statistics which uses no probability model 
for the parameter being estimated. Therefore nothing is known concerning where in the range of 
the confidence interval the population mean will most likely fall. Under the Bayesian 
framework, the sample mean represents the most likely value of the actual population mean. 

The tables below show sample mean estimates for the total amount of plant equipment 
not found and the percent of deficient records using the Bayesian approach.69 These estimates 
are $257.2 million and 18.69 percent, respectively. 

Results of Bayesian Statistical Analysis 

See Andrew Gelman, John B. Carlin, Hal S. Stern, and Donald B. Rubin, BAYESIAN 
DATA ANALYSIS, Chapman and Hall, 1997, pp. 199-205; and Steven K. Thompson and 
George A. F. Seber, ADAPTIVE SAMPLING, John Wiley and Sons, Inc., p. 66. 

67 Lack of bias means an estimator will estimate the population parameter correctly on the 
average and, thus, will not systematically overestimate or underestimate the desired population 
parameter. 

See S. James Press, BAYESIAN STATISTICS: PRINCIPLES, MODELS, AND APPLICATIONS, John 
Wiley and Sons, 1989, p.29-32. 

69 The high and low figures in the tables represent the range of a 95% credibility interval. A credibility interval is 
the Bayesian version of a confidence interval. 
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Range for deficient "not found" 
plant costs (in $millions) 

Range for Estimated 
Deficient Record Ratios 

The results achieved under the Bayesian analysis are very close to our findings and 
conclusions derived from using classical statistical analysis under our random two-stage stratified 
sampling plan. Using our random two-stage stratified sampling plan, we estimate that $291.7 
million of BST's hard-wired COE cannot be found; using the Bayesian analysis, we estimate that 
$257.2 million cannot be found. Using our random two-stage stratified sampling plan, we 
estimate that 19.50 percent of BST's COE CPR are deficient; using the Bayesian analysis, we 
estimate that 18.69 percent its COE CPR are deficient. 

Cost Verification Procedure: 

We requested that BST supply documentation to validate the costs shown in the CPR for 
the sampled items. We have since modified our data request for cost support to a sample of 50 
line-items from the sampled items of 1,152. BST has provided cost support for 24 , or 48 
percent, of the 50 items listed in this new data request. When all of the data becomes available 
and has been analyzed, we will determine whether there are additional problems with BST's 
CPR. 

17 



Appendix C 

Problems Encountered In the Verification Process 

In our attempt to verifl that equipment recorded in the hard-wired COE accounts actually 
existed, we encountered numerous deficiencies in BST's recordkeeping practices. Of the 1,152 
line items included in the sample, 937 (8 1.3 percent) could be physically verified in sufficient 
quantity in the locations specified on the CPR. By statistical inference from these results it is 
estimated, with a 95 percent confidence level, that 80.50 percent, f 2.99 percent, (see Appendix 
B, p. 12) of the hard-wired equipment could be physically verified in the locations listed on BST's 
CPR. Thus, the audit indicates that at least 77.51 percent, but no more than 83.49 percent, of 
BST's hard-wired COE equipment is expected to be located in sufficient quantity in the locations 
listed on the CPR. Considering this, we expect that there would be a problem with about one in 
five of the items listed in BST's CPR. 

Items without location identifiers. More than seven percent of items in the sample did 
not have specific location identifiers. In such cases, the CPR contained a general description in 
the "Frame Identification" field of the CPR. As a result, these items could not always be located 
and verified with certainty. 

Nevertheless, these items were not included among the items not-found in every instance. 
For some items, additional audit work allowed auditors to reasonably conclude that the item 
shown was the item listed on the CPR. This additional work consisted of the auditor conducting 
an office count of like items to account for all such items in the central office or on the floor 
where the item was expected to be found. If the total number of such items at the location 
equaled the total number on the CPR for the office or floor, the auditor concluded that the item 
was found. 

Items not found. Equipment items were not found for 96 of the line-item listings (8.3 
percent) in the CPR. In addition, for 20 listings (1.8 percent) we found some but not all of the 
equipment listed. 

Unverified items. For 52 lines or 4.5 percent of the sampled listings, auditors were taken 
to other locations in the office and shown items on different frames than those listed in the CPR. 
These were not included in the 'titems-not-foundtt category when additional work allowed 
auditors to reasonably conclude that the items shown had a significant possibility of being the 
ones listed. Although these items were not included in the "not-found" category, neither were 
they included in the "foundt' category because the incorrect location in the CPR left some degree 
of uncertainty whether the items shown to the auditors were the actual items listed on the CPR. 
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An additional 47 line-items or 4.1 percent of the items in the sampled listings could not 
be verified for various other reasons. The possibility exists, however, that the sampled listings in 
this group may be somewhere in the office. In some instances the items could not be physically 
located because they might be components of larger pieces of equipment. Sufficient 
documentation, however, was not available to prove this contention. In other instances 
equipment is not listed in the CPR to be in specific locations in the office. In such cases 
equipment was shown to the auditors in various places throughout the office. In several of these 
instances the auditors could not distinguish the items shown from other listings for the same 
types of equipment and therefore could not be certain that the equipment items shown were the 
ones listed in the CPR. In addition, there were instances in which the auditors could not 
determine whether the items shown were the correct ones for other reasons--sometimes because 
they were not adequately described in the CPR and sometimes because no identification numbers 
appeared on the items. More than half of these items were included in the unverified category 
because of a quantity-related problem. The auditors were shown suficient quantities on the 
frame to verify the line item in the sample, but not to satisfy additional listings of similar 
equipment on the CPR that should also be on the same frame. Thus, either the line item 
equipment in the sample was missing or the other items listed on the CPR were missing. The 
auditor could not determine which alternative was true. In either case, there was a definite 
shortage on the frame. 
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Dear Mr. Dorman: 

Per the conference memo dated March 20, 2001, summarizing 
the informal conference that occurred in the Commission’s offices 
on March 7, 2001, BellSouth has the following comments. 

With regard to paragraph 2 at page 1, BellSouth notes that 
the examples provided in this paragraph are not entirely 
accurate. In BellSouth’s March 21, 2001 filing, BellSouth 
provided, under confidential cover to the Commission, a list of 
the entities that have committed to purchase more than 40,000 DSL 
lines. See Response to Data Request No. 3. 

With regard to paragraph 3 at page 1, BellSouth notes that 
there are some discrepancies in the names of the entities 
identified as utilizing the Florida aggregator. Again, those 
entities that have committed to volumes of greater than 40,000, 
either individually or through the Federation of Internet 
Solution Providers of the Americas (FISPA), are listed under 
confidential cover in BellSouth’s Response of March 21. 

With regard to paragraph 3 at page 2, the last two sentences 
should read that the investment community closely watches 
BellSouth‘s revenue commitments. Since BellSouth’s tariff at the 
FCC for DSL is a region-wide tariff, changes in rates and revenue 
projections can have implications with respect to the financial 
market. 

http://Dorothy.ChambersQBelISouth.com
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With respect to the remainder of the informal conference 
memorandum, BellSouth believes the Commission has correctly summarized 
IgLou’s comments. However, many‘ of IgLou‘s statements were made 
without citation to any sources. A closer look at some of those 
statements indicates incorrect or incomplete information. For 
example, at page 2, item number 3, IgLou neglected to mention that a 
number of other ISP‘s have committed to the volume levels required for 
the lowest DSL price. 
data responses of March 21, 61 other ISPs, either individually or 
through FISPA, have committed to the volume level permitting the 
lowest price. At page 2, item number 3, reference is made to IgLou‘s 
statement of concern about the possibility of FISPA going out of 
business. FISPA, which stands for Federation of Internet Solution 
Providers of the Americas (previously known as Florida Internet 
Service Provider Association), has been in existence for approximately 
5 years. 
IgLou “reiterated that BellSouth has no significant competitors for 
its DSL service.” However, on the contrary, BellSouth has 
demonstrated the other competitors who provide DSL service. Taylor 
Direct Testimony, May 11, 2000, Page 8, Line 7. At Page 3, item 
number 6, IgLou has stated that Rhythms is the third largest ISP in 
the country, and only currently has 67,000 DSL lines in the whole 
nation. Rhythms Netconnection (“Rhythms”) is a large Data Competitive 
Local Exchange Carrier (DCLEC) focused on broadband, but they are 
certainly not the third largest Internet Service Provider (ISP) and 
Rhythms is concentrating on their Top 40 markets across the nation. 

As illustrated in item number 3 of BellSouth’s 

FISPA has 157 member ISPs. At pages 2-3, item number 5, 

- 
(http://www.rhythms.net/news/pr/qtr4 results.cfm). See attached. Further, in 
IuLou’s next statement that “BellSouth, on the other hand, currently 

- - 
- > - - -  ~ 

has 215,000 in nine states” fails to give the full picture. 
figure of 215,000 includes all DSL wholesale ports provided by 
BellSouth, including ISPs that order wholesale DSL from BellSouth. 

That 

On page 3, at the fourth full paragraph, line 2, it appears 
there is a typographical error. BellSouth committed to, and now 
has provided, a list of those entities that currently have 
committed to the 40,000 plus buying level for the lowest rate for 
DSL. 

http://www.rhythms.net/news/pr/qtr4
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BellSouth appreciates the Commission's efforts at the 
informal conference and the opportunity provided to comment on 
the very thorough conference memorandum memorializing that 
meeting. 

Very truly yours, 

Attachment 

cc: Parties of Record 

219013 
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RHYTHMS NETCONNECTIONS ANNOUNCES FOURTH QUARTER RESULTS 

Subscriber Lines Increase by 43 Percent to 67,000 

ENGLEWOOD, Colo., February 22, 2001 - Rhythms NetConnections Inc.TM (Nasdaq: RTHM), an 
international provider of broadband communication services, today announced operating results for 
i ts fourth quarter ended December 31, 2000. 

Fourth quarter revenue, before the implementation of SA6 101, increased 23 percent, to $21.1 
million, as compared to 2000 third quarter revenue of $17.2 million. This is a significant increase 
over revenue of $5.5 million for the fourth quarter ended December 31, 1999. Fourth quarter 
revenue, after the implementation of SA6 101, was $17.2 million, as compared to 2000 third 
quarter revenue of $13.6 million, after the implementation of SA6 101. 

Revenue for the year ended December 31, 2000, was $58.6 million, before the implementation of 
SA6 101, as compared to $11.1 million for the year ended December 31, 1999. Revenue for the 
year ended December 31, 2000, after the $12.4 million implementation of SA6 101, was $46.1 
million. 

\ 

Reflecting the continued deployment of Rhythms' national network, earnings before interest, taxes, 
depreciation and amortization of deferred expenses (EBITDA) for the 2000 fOurth quarter was a 
loss of $118.1 million. This compares to an EBITDA loss of $116.8 million for the 2000 third 
quarter. Included in the 2000 fourth quarter EBITDA results is $20.6 million in operating lease 
expense versus $18.5 million of operating lease expense in the 2000 third quarter. After reducing 
the 2000 third and fourth quarter EBITDA loss for operating lease expense, Rhythms' EBITDA loss 
was essentially flat at approximately $98 million from the 2000 third quarter to the 2000 fourth 
quarter. 

EBITDA for the year ended December 31, 2000, was a loss of $432.5 million versus a loss of 
$167.9 million for the previous year. Included in the 2000 EBITDA results is $63.9 million of 
operating lease expense. 

As of December 31, 2000, Rhythms had 67,000 digital subscriber lines (DSL) in service, 
representing a 43 percent increase over the 47,000 DSL lines in service at the end of the 2000 
third quarter and a significant increase over the 12,500 DSL lines in service as of December 31, 
1999. Of the 20,000 lines installed during the 2000 fourth quarter, 20 percent, or 4,000, of these 
lines were "consumer self-installed, no truck-roll," line-shared lines. 

The increase to 67,000 lines at the end of 2000 was accomplished despite Rhythms' decision to 
stop processing orders from Flashcom, Inc. during the last 45 days of the quarter due to 
Flashcom's deteriorating financial situation. I n  an unprecedented four-week timeframe, Rhythms 
successfully transitioned the majority of its 7,000 former Flashcom residential and business 
customers to more financially stable partners. 

3/27/2001 10:38 AM 
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Cash, investmeGs and restricted cash as of December 31, 2000 were $569 million. These monies, 
along with available vendor equipment financing are expected to finance Rhythms' operational 
needs into the first quarter of 2002. 

"Despite rapidly changing market and sector dynamics, we have adapted quickly," said Catherine 
Hapka, Chairman and Chief Executive Officer of Rhythms. "The year 2000 was one of tremendous 
accomplishment for Rhythms. We raised nearly $1 billion in funding; completed our U.S. network 
build; fought for and won several regulatory victories, the most significant being the right to 
implement line sharing; expanded into Canada and formed a joint venture in Japan. We expect 
continued subscriber growth in 2001, and we are leveraging productivity improvements and 
reductions in cost structure to achieve our financial and operating goals." 

Business Outlook 

I n  2001, Rhythms will concentrate on serving its 40 top markets. The following statements are 
based on current expectations. These statements are forward-looking, and actual results may differ 
materially. The company expects: 

Its cumulative subscriber base to be approximately 175,000 lines in service by December 

Net revenue to exceed $125 million for the year ending December 31, 2001, after 

EBITDA loss to approximate $395 million for the year ending December 31, 2001, before a 

31, 2001. 

adjustment for SA6 101 of approximately $20 to $25 million. 

first quarter restructuring charge estimated to be $15 to $17 million. The EBITDA loss 
includes approximately $100 million in operating lease expense. 

quarter restructuring charge estimated to be $15 and $17 million. 
As a result of i ts focus on its 40 top markets, the company will take a one-time, 2001 first 

Future "Business Outlook" Publication Procedures 

I n  connection with the adoption of the SEC's Regulation FD, which became effective October 23, 
2000, Rhythms has adopted the following procedures for publishing and updating its Business 
Outlook. Following the publication of Rhythms' Business Outlook in.its quarterly release of financial 
results, Rhythms will continue its current practice of having certain corporate representatives meet 
with investors, the media, investment analysts and others when requested to do so. 

A t  these meetings, Rhythms may reiterate the Business Outlook published in its quarterly release 
of financial results. A t  the same time, Rhythms will keep its quarterly release of financial results 
and Business Outlook available on its Web site (www.rhvthms.com). Prior to the start of the Quiet 
Period (described below), the public can continue to rely on the Business Outlook on the Web site 
as still being Rhythms' current expectations on matters covered therein, unless Rhythms publishes 
a notice stating otherwise. 

Toward the end of each fiscal quarter, Rhythms will have a "Quiet Period" and, absent a material 
development, it will no longer publish or update the Business Outlook as its current expectations 
and Rhythms representatives will not comment concerning the Business Outlook or Rhythms' 
financial results or expectations. The Quiet Period will extend until the day when Rhythms releases 
its next quarterly financial results. For the 2001 first quarter, the Quiet Period will be March 16, 
2001 through April 26, 2001. 

About Rhythms 

Based in Englewood, Colo., Rhythms Netconnections Inc. (Nasdaq: RTHM) provides DSL-based, 
broadband communication services to businesses and consumers. Telecommunications services for 
Rhythms are provided by Rhythms Links Inc., a wholly owned subsidiary of Rhythms. For more 
information, call 1-800-RHYTHMS (1-800-749-8467), or visit the company's Web site at 
www.r-hvthrns.com. 

Contacts: 

3/27/2001 10:38 Ah4 
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Karen Breen 
Rhythms Investor Relations 

kbreenbrhvthms.com 
303-876-261 1 

Chris Hardman 
Rhythms Public Relations 

chardman@rhvthms.com 
303-476-4259 

#### 

Rhythms, Rhythms NetConnections and (any product names for which trademark applications have 
been filed) are trademarks of Rhythms NetConnections Inc. Copyright (C) 2001 Rhythms 
NetConnections Inc. All rights reserved. Unauthorized reproduction, preparation of a derivative 
work, distribution, public display or performance, storage in any information retrieval systems, or 
transmission of this copyrighted work, in whole or in part, may subject the user to civil liability 
and/or criminal penalties. 

The statements contained in these materials which are not historical facts may contain 
forward-looking statements with respect to events, the occurrence of which involve risks and 
uncertainties. Such statements are indicated by words or phrases such as "anticipate," "estimate," 
"projects," "believes," "intends," "expects" and similar words and phrases. The following are 
important factors that could cause Rhythms' actual results to differ materially from those expressed 
or implied by such forward looking statements: the highly competitive nature of the DSL market; 
the rapid rate of technological change in the telecommunications industry; Rhythms' history of 
operating losses and the unproven nature of its business model; customer agreements are 
generally non-exclusive and terminable by the customer on short notice; several customers are 
young, emerging companies that are not fully funded; Rhythms' existing capital structure may 
affect its ability to raise additional capital in the future; Rhythms' dependence on incumbent 
carriers for collocation and transmission facilities and on unrelated strategic third parties for certain 
sales and marketing services, equipment installation and fiber optic transport facilities; the need to 
retain and attract key personnel; and other economic, business, competitive and governmental 
and/or regulatory risks detailed in Rhythms' filings with the Securities and Exchange Commission. 
Rhythms undertakes no obligation to review or confirm analysts' expectations or estimates or to 
release publicly any revisions to any forward-looking statements after the date hereof or to reflect 
the occurrence of unanticipated events. 

Close this window 
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ones taking a beating from the implosion of high-speed Internet vz 48.43 +0.83 
access companies that desperately need cash but can't get it. 

Bonds sold by the companies that promised national digital 
subscriber line, or DSL, service, have lost more than $2.3 billion of 
their value, analysts said. 

And what's left is nearly worthless. 

Money-losing Covad Communications Group Inc. (NasdaqNM:COVD - news), NorthPoint 
Communications Inc. and Rhythms NetConnections Inc. (NasdaqNM:RTHM - news), the three 
companies most reliant on DSL, are either out of business, or may be heading that way, analysts 

NEW YORK (Reuters) - Stock market investors aren't the only 
318 -1132 

delayed 20 mins - disclaimer 

said: 

"We have no evidence of a company that can succeed in making a DSL-only strategy 
successful and profitable," said Goldman Sachs & Co. in a report dated Monday. 

Last month, NorthPoint, which had as many as 100,000 business customers, shut down its 
network, and sold its assets 'at fire sale prices. 

This week, R h w s  warned it may sell itself, and that its auditors are now assessing it by th 
"going concern" standard used for troubled companies. Late Tuesday, Chairman and Chief 
Executive Catherine Hapka quit. 

Meanwhile, Covad has curtailed its expansion plans. 

Share prices have already slid more than 98 percent for Covad and Rhythms, and the Nasdaq 
has delisted NorthPoint. Covad shares closed Tuesday at $1-1132, down 3/16, or 15.4 percent, 
after a 52-week high of $49. Rhythms shares lost half their value on Tuesday, closing at 5/32, 
after a year high of $35-5/8. Such declines obviously don't bode well for bondholders. 
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So what happened? 

"It all comes down to h d i n g ,  funding, funding," said Chris Martinelli, a senior 
telecommunications analyst for CIBC World Markets Corp. I 
In other words, there isn't any, at least not any more. 

And it's not just the pure DSL providers, but other Internet access providers with more 
diversified businesses that are being beaten. This week, for example, PSINet Inc. 
(NasdaqNM:PSIX - news) and Teligent Inc. (NasdaqNM:TGNT - news) warned that their 
auditors may start assessing them by that same, "going concern" standard. 

Markets Clam Up 

DSL companies have been battered by the slowing U.S. economy, heavy competition, the 
inability of many customers to pay their bills, and a marked tightening of capital markets. 

Page 2 of 3 

I 

The money the companies needed to grow, so easy to get in 1998 and 1999, vanished, years 
before the companies could have ever hoped to turn profitable. 

"It takes four to six years to break even, and when money isn't there to keep you going, you're 
toast," said Dave Burstein, editor of DSL Prime, an industry newsletter. "No one can raise cash 
this year. It doesn't mean the original business plans were crazy, but that's what's hitting 
everybody." 

Worse, the "ISPs," or Internet service providers, that did much of the DSL providers' marketing 
and provided much of their revenue, started going under themselves. 

This, analysts said, has proven crippling, if not fatal. 

"In retrospect the DSL companies probably should have gone directly to the customer, but they 
would have had substantially higher marketing costs," said Martinelli. "When the ISPs started 
going out of business, they got into a jam." 

There was yet another problem -- the companies' dependence on former regional Bell phone 
companies such as SBC Communications Inc. (NYSE:SBC - new>) and Verizon 
Communications Inc. (NYSE:B - nex)  to provide networks to deliver their services. That 
didn't work, especially because SBC and Verizon were not only partners -- they were 
competitors. 

With a respective 767,000 and 540,000 DSL subscribers at the end of 2000, SBC and Verizon 
are the two largest U.S. DSL providers. And subscribers often preferred to sign up directly with 
them, analysts said, in part because they were companies whose names they knew. 

"DSL companies were overly reliant on the Bells for the provisioning of services and long- 
cycle times, which made it more time-consuming and frustrating to sign up customers," said 
Robert Rock, a fixed-income telecom analyst for John Hancock Funds in Boston. "It created an 
extra layer of complexity." 

In short, "the Bells have won in keeping DSL a monopoly, especially to residential customers," 
said Goldman Sachs, which helped underwrite some of NorthPoint's bonds. And even there, all 
is not well; last month SBC hiked its retail rates 25 percent, and slowed its own DSL expansion. 
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Little Hope For Recovery 

Page 3 of 3 

Covad's bonds are now trading below 10 cents on the dollar, Rhythms' below 9 cents, and 
NorthPoint's at about 1.5 cents. 

Given this situation, bondholders, who come ahead of shareholders in the pecking order, can 
hope only that the capital markets turn around fast enough for Covad and Rhythms, an unlikely 
prospect, or that the companies can get good value for their assets. 

Still, as Rock put it, "the future is probably that the assets get sold at distressed prices." 

That's what happened to NorthPoint, which sought bankruptcy protection in January. On March 
22 a bankruptcy court let AT&T Corp. (NYSE:T - news) buy its assets for a mere $135 million. 

"The value people put on it gave no value to the customer base," said Burstein. "The difficulty 
of taking on equipment, other than what your own network is designed for, is severe. There's 
almost no market for an arbitrary piece of equipment." 

And with AT&T presumably now out of the market to buy more DSL assets, it's an open 
question what Covad and Rhythms could be worth, or how much bondholders could recover. 

"All I would say is I'm bearish," said Martinelli. 
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Paul E. Patton,  Governor 

Ronald B. McCloud, Secretary 
Public Protect ion and 

Regulation Ca bi net  

Thomas M. Dorman 
Executive Director 

Public Service Commission 

PARTIES OF RECORD: 

/ 

COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61 5 

w w w.  psc.state. ky.us 

Fax (502) 564-3460 

FRANKFORT, KENTUCKY 40602-061 5 

(502) 564-3940 

Mart in J. Huelsmann 
Chairman 

Edward J. Holmes I 
Vice Chairman 

Gary W. Gillis 
Corn missioner 

March 21, 2001 

RE: Case No. 99-484 
IGLOU INTERNET SERVICES, INC. VS. BELLSOUTH 
TE LECO M M U N I CAT IONS, I N C . 

Yf 
I ,  1 
<+-. 

Attached please find a memorandum that has been filed in the record of the above- 
referenced case. Any comments regarding this memorandum’s contents should be 
submitted to the Commission within five (5) days of receipt of this letter. Any questions 
regarding this memorandum should be directed to Amy Dougherty at 502-564-3940, 
extension 257. 

Since re1 y , 

Thomas M. Dorman 
Executive Director 

/AE D/cj 
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I NTRA-AG E N CY M EM0 RAN DU M 

KENTUCKY PUBLIC COMMISSION 

F I L E D  
MAR 2 1 2001 

TO: Main Case File 99-484 
PUBLIC SERVICE 
COMMISSION 

FROM: Amy Doughert@b> 

DATE: March 20, 2001 

RE: IGLOU INTERNET SERVICES, INC. VS. BELLSOUTH 
TELECOM MU N I CAT1 0 NS, I N C. 

Those persons whose names appear on the attached sign-in sheet gathered for 
an informal conference in the Commission’s offices on March 7, 2001. Initially, 
BellSouth explained its proposal. BellSouth stated that it believed its proposal filed in its 
rehearing petition would avoid any jurisdictional confrontation regarding the nature of 
DSL service. For entities ordering from 51 to 10,000 DSL lines, the rate per line would 
be $32 a month. For those ordering from 10,001 to 40,000 DSL lines, the rate would be 
$30 a month per line. And for those ordering more than 40,000 lines, the rate would be 
$29 a month. These volumes and rate levels would be filed by BellSouth as revisions to 
its FCC tariff, if the Commission accepts this proposal. These volume levels are based 
on region-wide ordering. 

The Commission’s November, 2000 Order in this proceeding required BellSouth 
to reduce the volumes needed to be eligible for each of the price ranges. Instead, 
BellSouth has proposed to lower its monthly rate from $37 maximum to $32 maximum. 
BellSouth indicated that Telocity, EarthLink and BellSouth are entities that currently are 
eligible for the $29 a month rate because each of them has more than 40,000 DSL lines 
on a 9 state regional basis. AOL is in negotiations with BellSouth for this rate level. 

In addition, Win.Net, BluegrassNet, DC.net, OpenNet utilize the Florida 
aggregator. Thus, they receive the $29 rate but they must pay $2.50 per line per month 
to the aggregator. These entities receive each DSL line for $31 5 0 .  

BellSouth indicated that there were some DSL data applications that were 
provided on an instate basis. These could be provided through a special assemblies 
contract but, according to BellSouth, could not include an ISP gateway application. 
BellSouth further indicated that the instate data application was not tariffed and only one 
contract was even in process for this service. 

BellSouth’s FCC tariff has no current cost support filed with it at the FCC. The 
only cost study available is 3 years old and was filed initially with the FCC tariff. 
BellSouth said that it has no long-run cost study to project revenues for this service. 
Moreover, separations studies are no longer performed. But 25% of the loop is 
assigned to the interstate jurisdiction and all of the equipment is assigned to the 
interstate jurisdiction. 

I 
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BellSouth’s proposal in its motion for rehearing contains no changes to the FCC 

tariff relating to the penalty and shortfall provisions. The highest volume commitment 
with the best price includes a three year term commitment. A lower volume 
commitment with a higher price contains a two year commitment. 

lglou requested BellSouth supply cost justification for the tiered demarcations for 
its volumes. BellSouth indicated that information was not available. 

BellSouth did indicate that if the Commission approved its proposal then it would 
make the FCC revised filing for its DSL service within 15 days of the PSC’s approval. 
BellSouth discussed its process for collapsing the tiers in its proposal. BellSouth 
argued that if lower volume customers received the same price as higher price volume 
customers, then the higher volume customers would want a better rate than they 
currently get. As a “market perception” issue BellSouth contended it is unable to lower 
the rate for low volume customers. BellSouth further contended that it was constrained 
by the financial market in its ability to lower its rates. Lower rates would mean 
BellSouth received lower revenues and if BellSouth received lower revenues then its 
stock would be downgraded. 

Next, the informal conference focused on Iglou’s issues. We discussed at length 
the differences between the Commission’s order of a reduction in the volume to 5% of 
the regional volumes, and BellSouth’s proposal of a reduction in the rates. In response 
to the request to describe why lglou believed that BellSouth’s proposal to alter the 
prices in BellSouth’s FCC tariff was not as appropriate an outcome as the PSC’s 
decision despite the fact that BellSouth’s proposal contains a lower base rate, lglou 
presented six concerns. 

(1) There is lack of legal assurance that BellSouth will not change its federal tariff 
after the initial change to lower the rate to comply with BellSouth’s proposal. There is 
no legal prohibition that constrains BellSouth’s actions to again alter its federal tariff in 
ways that would be harmful to Iglou. 

(2) At the 40,000 volume demarcation point, lglou would never be able to come 

(3) The aggregator issue is still problematic. There is no assurance that the one 
aggregator will remain in existence. It is an organization, according to Iglou, with 2 or 3 
employees. Moreover, lglou is concerned about the liability issues to its end-user 
customers if this aggregator were to go out of business. The aggregator‘s web address 
is FISPA.org. A copy of the ADSL discount agreement from the Florida aggregator is 
attached to this memo. 

close to matching the best price which BellSouth currently provides to itself. 

(4) Cost data has still not been supplied by BellSouth. Particularly, lglou noted 
that there is no cost support for the tier structure proposed by BellSouth. The DSL 
service has been rolled out everywhere by BellSouth and the failure to submit cost 
information should be considered by the PSC, according to Iglou. 

(5) The FCC tariff tier quantities are “entirely arbitrary”. There is no evidence of 
economies of scale or any other basis for the consideration of the tier structuring, 
according to Iglou. lglou also reiterated that BellSouth has no significant competitors for 

-2- 

http://FISPA.org


e e 
its DSL service thus disputing BellSouth’s contention that its price structure is market 
driven. 

(6) lglou supplied an example of why it would not be better with the BellSouth 
proposal. For 51 DSL lines, under the BellSouth proposal, lglou would pay $32 a line 
per month. For 51 DSL lines, under the PSC’s November Order, lglou would pay $37 a 
month. But lglou argues that it would never be able to obtain the best rate, $29 a month 
currently. Rhythms, the third largest ISP in the country, currently has 67,000 DSL lines 
in the whole nation. BellSouth, on the other hand, currently has 215,000 in nine states. 
lglou contends that the pricing differential between $29 and $32, a 10% differential, will 
keep it from functioning in the market. 

(7) The termination penalties in the FCC tariff are still in place but will be reduced 
because of the price changes that BellSouth is proposing. According to Iglou, this 
amounts to BellSouth not hurting ISP’s as badly as it had been before. As an example 
of the termination penalty, the change in rate ends up calculating a shortfall penalty of 
three-eighths of what the penalty would be under the current FCC tariff. The tariff, as 
proposed by BellSouth, still contains a flat rate $50 per circuit termination penalty. lglou 
believes that the termination penalties are still discriminatory as the Commission had 
originally found. 

lglou also requested changes to BellSouth’s script and asked that an automated 
system, (e.g. press 1 for DSL with your internet provider, press 2 for a DSL with 
BellSouth Fast Access) be implemented. BellSouth indicated that this automated 
system would not be appropriate for its business office use. BellSouth did make an 
offer that when a customer script is not followed, BellSouth will retrain its personnel and 
take other appropriate .action. But, it must have the date, the employee name, and 
other particulars of the incident. After corrective action has been taken, BellSouth will 
notify Iglou. 

BellSouth agreed to file by no later than March 21, 2001: (1) a list of those 
entities who currently need the 40,000 demarcation point for the best rate in its service 
area, (2) the three year old cost study filed in support of its DSL tariff at the FCC with 
any additional changes or rational, and (3) the federal tariff proceedings and processes 
regarding effective dates and necessary cost support information. 

By April 4, 2001 , lglou should file its response to BellSouth’s filing. By way of this 
memo, Commission staff asks that lglou indicate in its response its market entry 
projections for 51 DSL lines, and also for the 2000 DSL lines as described in the 
November Order. 

Unless something unforeseen is filed, all parties have agreed to forego another 
public hearing and have agreed that the case will be considered submitted to the PSC 
on April 4, 2001. If this understanding changes the parties must so advise the 
Commission by no later than April 4, 2001. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC. 

v s .  

BELLSOUTH TELECOMMUNICATIONS, INC 

CASE NO 
1999-484 

The following people were in attendance at 9:00 A.M., March 7 ,  2001, at the informal 
conference in the above-styled case. 
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&ELLSOUTH 

~~ 

BellSouth Telecommunications, Inc. 
P.O. Box32410 
Louisville, KY 40232 

or 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBellSouth.com 

record. 

Enclo sures 

March 21,2001 

Dorothy J. Chambers 
General Attorney 

502 582-1475 
Fax 502 582-1573 REcE/vED 

PUBLIC SERVICE 
coMMlssloJv 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc., Comp1ainant.v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Enclosed for filing in this case are copies of BellSouth Telecommunications, Inc.’s 
Responses to the Commission requests at the Informal Conference on March 7,2001. 

Portions of the Response to Items Nos. 1 and 3 contain confidential, commercial, or 
proprietary information. Pursuant to 807 KAR 5:OOl , Section 7, enclosed is BellSouth’s Petition 
for Confidentiality. 

One copy of the proprietary information is provided to the Commission. A copy of the 
proprietary information is provided to IgLou and its counsel pursuant to the previously executed 
Protective Agreement in this case. Please note that the proprietary cost study filed herewith was 
prepared to comply with the FCC’s requirements for new service introductions as they existed 
when ADSL was filed. Requisite edited copies are provided for the public record and parties of 

Very truly yours, 

cc: P a r t a  of Recorc 
25 1722 

http://Dorothy.ChambersQBellSouth.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., 

Complainant 
V. 

BELLSOUTH TELECOMMUNICATIONS, INC 

Defendant 

CONFIDENTIALITY PETITION 
PURSUANT TO 807 KAR 5:001, SECTION 7 

Petitioner, BellScruth Telecommunications, Inc., ("BellSouth" 

or the "Company"), by counsel, hereby moves the Public Service 

a Commission of the Commonwealth of Kentucky (the "CommissionN), 

pursuant to 807 KAR 5:001, Section 7, to treat BellSouth's 

Response to the Commission request for cost support associated 

with BellSouth's August 18, 1998, and July 9, 1999, FCC filings 

for ADSL service (see Response to Item No. 1) and also to treat 

the names of specific customers that qualify for volume discounts 

(see Response to Item No. 3 )  as confidential (those portions 

highlighted or copied in yellow) in accordance with the 

Commission's guidelines. 

The Kentucky Open Records Act exempts certain commercial 

information from the public disclosure requirements of the Act. 

KRS 61.878(1) (b). 

of a personal nature where the disclosure would constitute a 

The Open Records Act also exempts information 



clearly unwarranted invasion of personal privacy. 

61.878(1) (a). 

exemption and, therefore, keep the information confidential, a 

party must establish that disclosure of the commercial 

information would permit an unfair advantage to competitors of 

the party seeking confidentiality if openly discussed. 

61.878(1) (b) ; 807 KAR 5:001, 8 7. The Commission has taken the 

position that the statute and rules require the party to 

demonstrate actual competition and a likelihood of competitive 

injury if the information is disclosed. 

KRS 

To qualify for the commercial information 

KRS 

The material which BellSouth seeks to protect contains 

confidential cost and/or customer specific information that is 

considered proprietary to BellSouth. 

information would provide BellSouth's competitors with an unfair 

advantage. 

competitors in formulating strategic plans for entry, pricing, 

marketing and overall business strategies. 

relates to the competitive interests of BellSouth and disclosure 

would impair the competitive business of BellSouth as well as the 

thiid party vendors. 

confidential by the Commission in previous dockets. 

public release of specific customer names of the entities that 

qualify for volume discounts could constitute a clearly 

unwarranted invasion of those customers' privacy. For example, 

in some cases, the ISPs may not yet have made a public 

announcement that they intend to enter DSL in a particular 

Public disclosure of this 

The data is valuable to competitors and potential 

This information 

This type of information has been held 

In addition, 
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market. Not only would release of such information be an 

unwarranted invasion of those customers' privacy, but it would be 

valuable to the competitors of those customers and also to 

BellSouth's competitors with respect to the competitors' 

strategic plans and business strategies. For these reasons, the 

above-identified information is considered proprietary. 

Several of BellSouth's current competitors, including 

Petitioner, Covad, and Rhythms Netconnection, have publicly 

announced their intention to enter, or in fact have entered, the 

market to provide DSL services. Additionally, several potential 

competitors have likewise indicated their intention to enter the 

DSL market to compete with BellSouth. Business information such 

as that requested here would be extremely valuable to competitors 

in developing competitive business strategies, networks and 

operations, designing their service offerings and, marketing 

plans for those services. 

As further grounds for this Petition, BellSouth states as 

follows: 

(1) The information as to which BellSouth is requesting 

confidential treatment is not known outside of BellSouth; 

(2) The information is not disseminated within BellSouth 

and is known only by those BellSouth's employees who have a 

legitimate business need to know and act upon the information; 

( 3 )  BellSouth seeks to preserve the confidentiality of this 

information through all appropriate means, including the 

maintenance of appropriate security at its offices; 
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(4) The disclosure of this information would cause 

competitive injury to BellSouth in that it would provide 
I 

BellSouth’s competitors with sensitive financial data with 

respect to certain of BellSouth‘s services; and 

(5) By granting BellSouth’s Petition there would be no 

~ 

damage to any public interest in disclosure. 

would be best served by non-disclosure because competition would 

In fact, the public 

I thereby be promoted. 

For the foregoing reasons, BellSouth asks that its petition 

for confidential treatment of cost support associated with 

BellSouth’s August 18, 1998, and July 9, 1999, FCC filings for 

ADSL service (Response to Item No. 1) and specific names of 

customers that qualify for volume discounts (Response to Item No. 

3) (the confidential portions highlighted or copied in yellow) be 

granted. 

Respectfully submitted, 

Dorothy J. Chambers 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
J. Phillip Carver 
Suite 4300, BellSouth Center 
675 West Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the following individuals by mailing a copy thereof, this 21st 

day of March 2001. 

Honorable Jonathon N. Amlung . 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 @ Louisville, KY 40201-1417 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort, KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 



REQUEST: 

RESPONSE: 

BellSouth Telecommunications, Inc. 
KY PSC Case No. 1999-484 
KY PSC March 5,2001 Informal Conference Request 
Item No. 1 
Page 1 

Please provide a copy of BellSouth’s ADSL cost support used in 
BellSouth’s FCC ADSL service filings at the time this service was 
introduced. 

Please see attached Exhibit 1 and Exhibit 2. 



BELLSOUTH TELECOMMUNICATIONS, MC. 

DESCRIPTION AND JUSTTFICATION 
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TRANSMITTAL NO. 476 

AUGUST 18, 1998 

Exhibit 1 



1 .O INTRODUCTION 

With this filing, BellSouth Telecommunications, Inc., hereinafter referred to as “BellSouth,” is 

revising its F.C.C. Tariff No. 1 to introduce BellSouth ADSL Service. BellSouth ADSL Service is 

an interstate data transport service providing high-speed connection between an end-user premises 

and a Network Service Provider utilizing an overlay of existing in-service Telephone Exchange 

service and BellSouth Exchange Access Asynchronous Transfer Mode Service (XAATMS). 

2.0 DESCRIPTION OF SERVICE i 

2.1 BellSouth ADSL Service 

BellSouth ADSL service is an access data service at peak data rates of up to 1.5 Mbps downstream 

and 256 Kbps upstream, offered at month-to-month rates under different volume of service levels. 

Actual speeds may be impacted by factors such as facility lengths, customer backbone network 

speed and other technical factors. Movement of data in the downstream direction is toward the end- 

user, while movement of data in the upstream direction is away from the end-user. 

2.1.1 Service Components 

BellSouth ADSL service is a transmission and transport service only. The end-user’s modem is 

connected with a 1 OBaseT connection to the network interface at the end-user premises. BellSouth 

ADSL service consists of Virtual Circuit (VC) connection from the Network Interface Device (NID) 

over an existing facility to a splitter, modem and BellSouth ADSL service equipment combination 

referred to herein as the Digital Subscriber Loop Access Multiplexer (DSLAM). The BellSouth 

ADSL service DSLAM is connected with BellSouth Exchangc Access Asynchronous Transfer 

Mode Service (XAATMS) using fiame relay interface capabilities. BellSouth ADSL service 

customers can connect multiple BellSouth ADSL service capable SWCs with one single data 
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connection to BellSouth XAATMS. To complete the BellSouth ADSL service VC path, the 

Network Service Providers can connect their network to the BellSouth XAATMS using Special 

Access services located in Section 7 of BellSouth’s Tariff F.C.C. No 1. BellSouth ADSL service 

Central Offce availability will be as listed in the National Exchange Carriers Association F.C.C. 

tariff No. 4. 

2.1.2 Volume Of Service Levels 

Monthly rates with volume pricing are proposed for BellSouth ADSL service. BellSouth will 

provide BellSouth ADSL service at rates determined by the volume of BellSouth ADSL service 

Virtual Circuits (VC) specified by the customer at the establishment of the BellSouth ADSL service 

account. The volume component of the rate design is intended to encourage utilization of BellSouth 

ADSL service and increase the service’s penetration in the marketplace. 

2.1.2.1 Changes to Volume of Service Level 

Changes to the Volume of Service level specified at the establishment of the BellSouth ADSL 

service account will not be allowed. 

2.1.3 Initial Service Period 

When a customer first orders BellSouth ADSL service the customer will be allowed up to twenty- 

four months in which to reach his volume commitment, for volumes up to 40,000 VCs, without 

incurring shortfall charges. For volume commitments in excess of 40,000, the customer will be 

given up to thirty-six months to attain its volume commitment. This provision will facilitate the 

introduction of this new high speed data service. It provides customers with flexibility so that each 

can integrate this new telecommunications service into its information services in a manner 

consistent with its market plans. 
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2.1.4 Minimum Service Period 

The minimum service period for BellSouth ADSL service VCs is twelve months per end-user 

premises. 

3.0 RATES and ECONOMIC INFORMATION 

Consistent with the Commission’s Price Cap rules for new services, BellSouth provides with this 

filing the documentation to show that rates established herein are at levels that will not recover more 

than a just and reasonable portion of overhead costs. The following discussion of the development 

of rates, demand, costs, and revenue, together with the workpapers and additional documentation 

provided in Appendices A and B, show that the requirements under the Commission’s rules have 

been met. 

3.1 . I  Recurring Rates 

Recurring monthly rates apply for BellSouth ADSL service VCs. Rates are based on VC volume of 

service level quantities of; 1) 5 1-500.2) 501 -2500,3) 2501 -5000,4) 500 1-7500,5) 750 1 - 10000, 

6 )  IO00 1-40000, and 7) greater than 40000. 

3.1.2 Nonrecurring Charges 

Nonrecumng charges apply for each VC established between an end-user premises designated by 

the customer and the customer’s designated location, on a per-occurrence basis. 

3.1.2.1 Shortfall Charges 

I f  appropriate, a Shortfall Charge is assessed the month following completion of the initial service 

period. The Shortfall Charge is assessed when the NSP does not attain the volume of service level 

specified at the establishment of the account, and is an amount equal to the in-service quantity for 
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each month multiplied times the difference between the rate appropriate for the committed volume 

of service and the rate appropriate for the in-service quantity, for each month of the initial period. 

When, prior to the completion of the initial service period, customers attain the volume of service 

level specified at the establishment of the BellSouth ADSL service account, the rates appropriate 

for the current months quantity will be applied in succeeding bills. 

Regional shortfall amounts will be distributed to billing areas based on each billing area’s portion of 

a customer’s regional in-service VC quantity. 

3.1.2.2 Service Rearrangement Charge 

A Service Rearrangement Charge is applicable for grooming/rearranging of VCs. This charge 

would apply when a NSP requests a VC be redirected from one BellSouth XAATMS port to another 

BellSouth XAATMS port. 

3.1.2.3 Move Charge 

A move charge applies for each BellSouth ADSL service moved to an end-user’s new premises as 

designated by the customer. This charge is equal to the sum of all nonrecurring charges applicable 

for a new installation of BellSouth ADSL service. Moves of BellSouth ADSL service from one end- 

user premises to another end-user premises, where BellSouth ADSL service is available, will be 

treated as a continuance of service and will not require a new minimum period commitment at the 

end-user’s new premises or application of Termination Liability Charges at the end-user’s old 

premises. Moves of BellSouth ADSL service from one end-user premises to another end-user 

premises, where BellSouth ADSL service is not available, will be treated as a discontinuance of 

service at the end-user’s old premises, and Termination Liability Charges will apply. 

3.1.2.4 Termination Liability Charges 
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Termination liability charges are applicable for disconnection of BellSouth ADSL service VCs prior 

to completion of the minimum service period of twelve months, per end-user premises. However, 

termination liability charges are not applicable; 1) for moves of BellSouth ADSL service when 

BellSouth ADSL service is reestablished at the end-user’s new premises, or 2) when a customer 

cannot synchronize its terminal equipment with BellSouth ADSL service equipment after being 

informed that BellSouth ADSL service is available at the designated end-user premises. 

3.2 DEMAND 

In order to estimate the demand for the BellSouth ADSL service, a baseline forecast was developed 

and then adjusted based on market expectations. Work paper 1, Page 3, in Appendix A, reflects 

BellSouth’s demand projections for the VC service elements provided under a BellSouth ADSL 

service arrangement. 

3.3 COSTS 

Cost studies were performed to determine the incremental costs to provide a BellSouth ADSL 

service arrangement. The cost studies identified both recurring and nonrecurring elements. A 

description of these studies is set forth below. 

The recumng and nonrecumng unit costs are shown on Workpaper 1 in Appendix B. Associated 

workpapers are also provided in Appendix 3. 

3.3.1 Recumng Cost Development 

Recurring costs are the annual costs to the Company resulting from the capital investments 

necessary to provide the service. The recurring costs represent a forward-looking view of 

technology and deployment. Recumng costs consist of capital costs and operating costs. Capital 
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costs include depreciation, cost of money, and income tax. Operating costs consist of plant specific 

and other expenses and ad valorem taxes. These expenses contribute to the ongoing cost to the firm 

associated with the initial capital investment for the proposed BellSouth ADSL service. 

3.3.1.1 Description of Procedures 

The procedure for developing recumng costs as shown in Appendix B on Workpaper 2 is described 

below. 

The first step in developing recumng costs for BellSouth ADSL service is to determine the forward- 

looking network architecture consisting of facilities and equipment at the central office. Material 

prices for the various cost components are multiplied by inplant factors, which cover the capitalized 

installation and engineering costs, to develop installed investments. Plant account specific levelized 

inflation factors are applied to the installed investments to trend the base year, or study year, 

investments to a levelized amount that is valid for the three year planning period. Equipment 

utilization and capacity requirements are accounted for in the levelized investments. Loadings are 

applied to the investments, where appropriate, for land, building, and supporting common equipment 

and power to capture these support items. Levelized investments by rate element are shown in 

Appendix B, Workpaper 2. 

Next, annual cost factors are used to calculate the direct cost of capital, plant specific expenses, and 

taxes. Using the levelized investments per plant account code, the annual cost factor specific to each 

code is applied. This calculation results in a recumng cost per account code for the investments 

under study. These annual costs are then summed and divided by twelve to amve at a monthly cost. 

The monthly costs are shown by rate element in Appendix B, Workpaper 2. 

6 



0 

e The ratio of the unit monthly cost to investment for each rate element is developed on Appendix B, 

Workpaper 2. The ratio is equal to the total unit monthly cost divided by the total unit investment. 

Rate element specific monthly costs are summarized in Appendix B, Workpaper 1.  

Workpaper 1.1 shows a summary of the service specific costs. These annual expenses are for the 

general support of this offering and cannot be directly assigned on a rate element basis. 

3.3.2 Nonrecurring Cost Development 

Nonrecumng costs are one-time costs and are incurred as a result of work activities associated with 

the provisioning, installing and completing of orders initiated by customer requests for BellSouth 

ADSL service. Calculations for the nonrecurring costs are shown in Appendix B, Workpaper 3, and 

summarized in Appendix B, Workpaper 1. 

3.3.2.1 Description of Procedures 

The first step in developing nonrecurring costs is to determine the cost elements related to the 

service offering. These cost elements are then described by all of the individual work functions 

required to provision the service. The work hc t ions  required to provide the service can be 

grouped into two categories: service order and connect and test. 

The next step in developing nonrecumng costs requirw that individuals knowledgeable about and or 

responsible for performing these functions identify the work item for each work function associated 

with the nonrecurring costs of the service. These work hnctions are then used to describe the flow 

of work within the various work centers involved in provisioning the service. 
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In order to determine the total nonrecurring cost for this offering, the work times for each work 

function required to provide the service are multiplied by the levelized directly assigned labor rate. 

These individual work function costs are accumulated into the total nonrecurring costs for each 

element studied. 

Utilizing work functions, work times and labor rates, disconnect costs are calculated in the same 

manner as the installation costs. Since the labor costs will occur in the future, the labor rates are 

inflated to that future period in time and then discounted to the present. "he discounted cost is then 

added to the installation cost to develop the total nonrecurring cost. 

3.4 REVENUES 

Projected revenues for service elements provided under a BellSouth ADSL service arrangement are 

shown on Workpaper 1, page 2, in Appendix A. 
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BELLSOUTH TELECOMMUNICATIONS. INC. 

BEUSOUTH ADSL SERVICE 
SUMMARY 

APPENDIX A 
WORKPAPER 1 
PAGE 1 OF 5 

This workpaper displays the revenues, demand, cost, and cost to rate ratio for BellSouth ADSL service. 
Page 2 displays the revenue and cost for twelve months, and the unit cost to rate ratio. Pages 3 
through 5 display the individual element demand, cost, and rate, respectively. 
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1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (Ln21 + Ln27) ..... 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ............................. 
34 
35 TOTAL UNIT ANNUAL COSTS (Ln31 + Ln33) ............................ 
36 
37 TOTAL UNIT MONTHLY COSTS (Ln35 I 12) .............................. 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

RECURRING UNIT COST DEVELOPMENT - 

Cost of Money (1 1.25%) 

Total (Ln18 + Lnl9 + Ln20) ........................ 

Ad Valorem and Other Taxes 
Total(Ln24 + Ln25 + Ln26) ................................ 

TO INVESTMENT (Ln37 I Ln14) .................................................. 

APPENDIX B 
WORKPAPER 2 

PAGE 1 OF 7 

SERVICE NAME: BellSouth ADSL Service 

USOC: ADFl1 

Per Virtual Circuit 
1 .S Mbps Downstream 
8 256 U p s  Upstream 

0.0209 



Edited 

BELLSOUTH TELECOMMUNICATIONS, INC. 

APPENDIX B 
WORKPAPER 2 

PAGE 2 0 F 7  

SERVICE NAME: BellSouth ADSL Service 

USOC: ADF12 

Per Virtual Circuit 
1.5 Mbps Downstream 
8 256 Kbps Upstream 

1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 

RECURRING UNIT COST DEVELOPMENT - 

Cost of Money (1 1.25%) 

Total (Ln18 + Ln19 + Ln20) ........................ 

24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (Ln21 + Ln27) ... . . 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ........................... . . . 
34 
35 TOTAL UNIT ANNUAL COSTS (Ln31 + Ln33) ............................ 
36 
37 TOTAL UNIT MONTHLY COSTS (Ln35 I 12) .............................. 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

Ad Valorem and Other Taxes 
Total (Ln24 + Ln25 + Ln26) ................................ 

TO INVESTMENT (Ln37 / Ln14) .................................................. 0.0209 
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SERVICE NAME: BellSouth ADSL Service 

USOC: ADF13 

1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 OtherExpense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (Ln21 + Ln27) ..... 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ............................. 
34 
35 TOTAL UNIT ANNUAL COSTS (Ln31 + Ln33) ............................ 
36 
37 TOTAL UNIT MONTHLY COSTS (Ln35 / 12) .............................. 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

RECURRING UNIT COST DEVELOPMENT - 

Cost of Money (1 1.25%) 

Total (Ln18 + Ln19 + Ln20) ........................ 

Ad Valorem and Other Taxes 
Total (Ln24 + Ln25 + Ln26) ....... ............... .. . ... .. . . 

TO INVESTMENT (Ln37 / Ln14) ................................................- 

APPENDIX B 
WORKPAPER 2 

PAGE 30F7 

Per Virtual Circuit 
1.5 Mbps Downstream 
8 256 Kbps Upstream 

0.0209 
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1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (Ln2i + Ln27) ..... 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ............................. 
34 
35 TOTAL UNIT ANNUAL COSTS (Ln31 + Ln33) ............................ 
36 
37 TOTAL UNIT MONTHLY COSTS (h35 I 12) .............................. 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

RECURRING UNIT COST DEVELOPMENT - 

Cost of Money (1 I .25%) 

Total(Lnl8 + h i 9  + Ln20) ........................ 

Ad Valorem and Other Taxes 
Total (Ln24 + Ln25 + Ln26) ................................ 

TO INVESTMENT (Ln37 I Ln14) .................................................. 

APPENDIX B 
WORKPAPER 2 

PAGE 4 0 F 7  

SERVICE NAME: BellSouth ADSL Service 

USOC: ADFl4 

Per Virtual Circuit 
1.5 Mbps Downstream 
1L 256 Kbps Upstream 

0.0209 
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SERVICE NAME: BellSouth ADSL Service 

USOC: ADFlS 

1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (Ln21 + Ln27) .... . 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ........................... . . 
34 
35 TOTAL UNIT ANNUAL COSTS (Ln31 + Ln33) ............................ 
36 
37 TOTAL UNIT MONTHLY COSTS (Ln35 I 12) .............................. 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

RECURRING UNIT COST DEVELOPMENT - 

a 

Cost of Money (1 1 25%) 

Total(Lnl8 + Lnl9 + M O )  ........................ 

Ad Valorem and Other Taxes 
Total (Ln24 + Ln25 + Ln26) ................................ 

TO INVESTMENT (Ln37 I Ln14).. ._............................................._ 

APPENDIX B 
WORKPAPER 2 

PAGE 5OF7 

Per V i a l  Circuit 
1.5 Mbps Downstream 
8 256 Kbps Upstream 

0.0209 
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1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (In21 + Ln27) ..... 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ............................. 
34 
35 TOTAL UNIT ANNUAL COSTS (Ln31 + Ln33) ............................ 
36 
37 TOTAL UNIT MONTHLY COSTS (Ln35 / 12) .............................. 
30 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

RECURRING UNIT COST DEVELOPMENT - 

Cost of Money (1 1.25%) 

Total (Ln18 + Lnl9 + Ln20) ........................ 

Ad Valorem and Other Taxes 
Total (Ln24 + Ln25 + Ln26) ............. .. ................. 

TO INVESTMENT (Ln37 / Ln14) .................................................. 

APPENDIX B 
WORKPAPER 2 

PAGE 6 0 F 7  

SERVICE NAME: BellSouth ADSL Service 

USOC: ADFl6 

Per V i a l  Circuit 
1.5 Mbps Downstream 
8 256 Kbps Upstream 

0.0210 
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SERVICE NAME: BellSouth ADSL W i  

USOC: ADFl7 

1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMEN1 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 Cost of Money (11.25%) 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (Ln21 + Ln27) ..... 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ............................ . 
34 
35 TOTAL UNIT ANNUAL COSTS (Ln31 + Ln33) ............................ 
36 
37 TOTAL UNIT MONTHLY COSTS (Ln35 / 12) ........................_..... 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

RECURRING UNIT COST DEVELOPMENT - 

Total (Ln18 + Lnl9 + Ln20) ........................ 

Ad Valorem and Other Taxes 
Total (Ln24 + Ln25 + Ln26) ................................ 

TO INVESTMENT (Ln37 I Ln14) .................................................. 

APPENDIX B 
WORKPAPER 2 

PAGE 7 OF 7 

Per Virtual Circuit 
1.5 Mbps Downstream 
8 256 Kbps Upstream 

0.021 0 
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1 .O INTRODUCTION 

With this filing, BellSouth Telecommunications, Inc., hereinafter referred to as “BellSouth,” is 

revising its F.C.C. Tariff No. 1, to introduce new data rate and pricing options to its BellSouth 

ADSL service. BellSouth ADSL service is an interstate data transport service providing high- 

speed connection between an end-user premises and a Network Service Provider (NSP) utilizing 

an overlay of existing Telephone Exchange service and BellSouth Exchange Access 

Asynchronous Transfer Mode service (XAATMS). 

2.0 DESCRIPTION OF SERVICE 

2.1 Current Low Speed Service 

BellSouth ADSL service is a data transport service currently providing peak data rates of up to 

1.5 Mbps downstream, and 256 Kbps upstream, and offered at month-@month rates under 

different volume of service levels. This service provides a basic level of service to its 

customer(s), with which to market high speed access to the broad spectrum of its customer base. 

Demand for this service has been strongest in the internet service sector. This service includes no 

exchange facility rearrangements to accommodate conditions that might disqualify an end-user 

premises for the purpose of BellSouth ADSL service as requested by the NSP. 

2.2 Proposed Low Speed Service 

With this filing BellSouth introduces an additional data rate option that provides a minimum data 

rate of at least 768 Kbps downstream and 512 Kbps upstream. In addition to internetlintranet 

access, this proposed new data rate is in response to customer requests for better availability and 

higher transport speeds, with specified minimum data rates, for applications such as Small Office, 

Home Office (SOHO), Remote Training and Electronic Commerce. 

2.2.1 Volume of Service Levels 

2 



Currently, BellSouth ADSL service rate elements are provided at monthly rates under volume 

pricing arrangements. That is to say that BellSouth provides BellSouth ADSL service at rates 

determined by the volume of BellSouth ADSL service Virtual Circuits (VC) specified by the 

customer at the establishment of the BellSouth ADSL service account. The additional low speed 

data rate option proposed herein is to be offered under the same volume pricing arrangement 

available for the other low speed service. 

2.2.2 

Changes to the Volume of Service level specified at the establishment of the BellSouth ADSL 

service account will not be allowed. 

Changes To Volume Of Service Level 

2.2.3 Initial Service Period 

When a customer f is t  orders a BellSouth ADSL service low speed data rate, the customer will be 

allowed up to twenty-four months in which to reach their volume commitment, for volumes up to 

40,000 VCs, without incurring shortfall charges. For volume commitments in excess of 40,000, 

the customer will be given up to thirty-six months to attain their volume commitment. This 

provision provides customers with flexibility so that each can integrate these new data rate 

options into their information services in a manner consistent with their market plans. The 

minimum service period for low speed BellSouth ADSL service is twelve months per end-user 

premises 

2.3 Proposed High Speed Services 

With this filing BellSouth also proposes three specialized, high speed (above 1.5 Mbps 

downstream) services, requested by NSPs in order to meet the needs of their highly sophisticated 

customers. The high speed services include data rates oc 1) from 1.5 Mbps to 1.8 Mbps 

downstream and from 5 12 Kbps to 768 Kbps upstream, 2) fiom 2.0 to 4.0 Mbps downstream and 
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fiom 640 Kbps to 896 Kbps upstream and 3) fiom 4.0 Mbps to 6.0 Mbps downstream and fiom 

640 Kbps to 896 Kbps upstream. 

In addition to those applications mentioned above for lesser data rates, these services are targeted 

for applications such as video on demand, video conferencing, and gaming. At the higher data 

rates proposed, Asymmetric Digital Subscriber Line (ADSL) technology supports high quality 

video image delivery including MPEG2 video. Because the end-users of these high speed 

services are in more of a “niche” market, customers of BellSouth’s ADSL service have requested 

a different rate structure than that associated with the other ADSL services. 

The minimum service period for high speed BellSouth ADSL service on a Month To Month 

(MTM) basis is three months per end-user premises. The minimum service period for high speed 

BellSouth ADSL service, having payment periods in excess of twelve months, is either thirteen or 

twenty-five months, dependant upon the payment period subscribed to on a per end-user premises 

basis. The minimum quantity is one. When a high speed BellSouth ADSL service is requested, 

the customer will be billed the appropriate monthly rate for each Virtual Circuit (VC), each 

month. 

2.4 

With this filing, BellSouth also proposes the addition of a symmetric Digital Subscriber Line 

(DSL) service. The term “Symmetric,” when referenced in association with BellSouth’s ADSL 

service(s), refers to the condition of having the same data transmission rate in both the 

downstream and upstream directions. The proposed constant data rate of 384 Kbps downstream 

and 384 Kbps upstream provides a stable, relatively low speed, platform for video conferencing. 

This data rate provides customers an option to the higher priced, higher speed service(s), for their 

specific video conferencing needs. As with the high speed ADSL services, customers of 

Symmetric Digital Subscriber Line Service 
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BellSouth have requested a different rate structure than that associated with the other, low speed, 

ADSL services. 

The minimum service period for symmetric BellSouth ADSL service on a MTM basis is three 

months per end-user premises. The minimum service period for symmetric BellSouth ADSL 

service, having payment periods in excess of twelve months, is either thirteen or twenty-five 

months, dependant upon the payment period subscribed to on a per end-user premises basis. The 

minimum quantity is one. When a symmetric BellSouth ADSL service is requested, the customer 

will be billed the appropriate monthly rate for each Virtual Circuit (VC), each month. 

2.5 Achieved Peak Data Rates 

Achieved peak data rates may be impacted by factors such as facility length, customer backbone 

data rate and other technical factors. Movement of data in the downstream direction is toward the 

end-user, while movement of data in the upstream direction is away fiom the end-user. 

3.0 RATES AND ECONOMIC INFORMATION 

Consistent with the Commission’s Price Cap rules for new services, BellSouth provides with this 

filing the documentation to show that rates established herein are at levels that will not recover 

more than a just and reasonable portion of overhead costs. The following discussion of the 

development of rates, demand, costs and revenue, together with the requirements under the 

Commission’s rules have been met. 

3.1 Recurring Rates 

Recurring monthly rates apply for BellSouth ADSL service VCs. Rates specified in 7.5.21(A) for 

the existing data rate option specified in 7.2.17(C)( l), and the proposed data rate option specified 

in 7.2.17(C)(2), are based on VC volume of service level quantities of 1) 51-500,2) 501-2500,3) 
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2501-5000,4) 5001-7500,5) 7501-10000,6) 10001-40000, and 7) greater than 40000. In 

addition to the Month-TeMonth (MTh4) option, rates for the data rate options specified in 

7.2.17(C)(3) through (6) are based on customer specified optional payment periods of 13-24 

months and 25 months or greater. 

3.1.2 Nonrecurring Charges 

Unless the customer cannot synchronize its terminal equipment with BellSouth ADSL service 

equipment after being informed that BellSouth ADSL service is available at the designated end- 

user premises, nonrecurring charges apply for each VC established between an end-user premises 

designated by the customer and the customer’s designated location, on a per-occurrence basis. 

3.1.2.1 Shortfall Charges 

If appropriate, a Shortfall Charge is assessed the month following completion of the initial service 

period. The Shortfall Charge is assessed when the NSP does not attain the volume of service 

level specified at the establishment of the account, and is an amount equal to the in-service 

quantity for each month multiplied times the difference between the rate appropriate for the 

committed volume of service and the rate appropriate for the in-service quantity, for each month 

of the initial period. When, prior to the completion of the initial service period, customers attain 

the volume of service level specified at the establishment of the BellSouth ADSL service account, 

the rates appropriate for the current months quantity will be applied to succeeding bills. 

Regional shortfall amounts will be distributed to billing areas based on each billing area’s portion 

of a customer’s regional in-service VC quantity. 

3.1.2.2 Service Rearrangement Charge 
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A Service Rearrangement Charge is applicable for groominglrearranging of VCs. This charge 

would apply when a NSP requests a VC be redirected fiom one BellSouth XAATMS port to 

another BellSouth XAATMS port. 

3.1.2.3 Move Charge 

A move charge applies for each BellSouth ADSL service moved to an end-user’s new premises 

as designated by the customer. This charge is equal to the sum of all nonrecurring charges 

applicable for a new installation of BellSouth ADSL service. Moves of BellSouth ADSL service, 

fiom one end-user’s premises to another end-user premises, where BellSouth ADSL service is 

available, will be treated as a continuance of service and, unless a data rate change is requested by 

the customer, will not require a new minimum period commitment at the end-user’s new 

premises, or application of Termination Liability Charges at the end-user’s old premises. Moves 

f?om an end-user premises where BellSouth ADSL service is available to another end-user 

premises where BellSouth ADSL service is not available will be treated as a discontinuance of 

service at the end-user’s old premises and Termination Liability Charges will apply. Customer 

requested changes to a higher or lower peak data rate will require a new minimum period 

commitment. 

3.1.2.4 Termination Liability Charges 

A Termination Liability Charge (TLC) is applicable for disconnection of BellSouth ADSL 

service VCs prior to completion of the minimum service period. However, TLCs are not 

applicable; 1) for moves of BellSouth ADSL service when BellSouth ADSL service is 

reestablished at the end-user’s new premises, 2) when a customer cannot synchronize its terminal 

equipment with BellSouth ADSL service equipment after being informed, by BellSouth, that 

BellSouth ADSL service is available at the designated end-user premises, or 3) when a customer 
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upgrades or downgrades to a VC having a higher or lower upstream or downstream peak data rate 

upon completion of the specified minimum service period. 

3.1.2.5 Upgrades and Downgrades 

After completion of the minimum service period appropriate for the customer designated peak 

data rate, the customer may request a change to a higher or lower upstream or downstream peak 

data rate. The charge appropriate for this change is the sum of a11 n o n r m i n g  charges 

appropriate for provisioning of new service for the new peak data rate. 

3.2 Demand 

In order to estimate the demand for BellSouth ADSL service, a baseline forecast was developed 

and then adjusted based on market expectations. Workpaper 1, Page 3, in Appendix A, reflects 

BellSouth’s demand projections for the VC service elements under a BellSouth ADSL service 

arrangement. 

3.3 costs 

This section describes the development of the recurring and nonrecurring costs for new virtual 

circuit data rates for BellSouth ADSL service. This service provides for the establishment of a 

point-to-point Virtual Circuit (VC) between two customer-designated locations. Workpapers are 

identified as Appendix By Workpaper 1 , Workpaper 1.1, Workpaper 2, and Workpaper 3. 

Workpaper 1 contains a summary of rate element specific costs. Workpaper 1.1 contains a 

summary of shared costs. Workpaper 2 contains recurring unit cost development details. 

Workpaper 3 contains the nonrecurring unit cost development details. 

3.3.1 Recurring Cost Development 
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Recurring costs are the annual costs to the Company resulting fiom the capital investments 

necessary to provide the service. The recurring costs represent a forward-looking view of 

technology and deployment. Recurring costs consist of capital costs and operating costs. Capital 

costs include depreciation, cost of money, and income tax. Operating costs consist of pIant 

specific and other expenses and ad valorem taxes. These expenses contribute to the ongoing cost 

to the firm associated with the capital investment for this offering. 

3.3.1.1 Description of Procedures 

The procedure for developing recurring costs as shown in Appendix B on Workpaper 2 is 

described below. 

The first step in developing recurring costs for virtual circuits at new data speeds for BellSouth 

ADSL service is to determine the forward-looking network architecture consisting of facilities 

and network equipment. Material prices for the various cost components are multiplied by 

inplant factors, which cover the capitalized installation and engineering costs, to develop installed 

investments. Plant account specific levelized inflation factors are applied to the installed 

investments to trend the base year, or study year, investments to a levelized amount that is valid 

for the three year planning period. Equipment utilization and capacity requirements are 

accounted for in the levelized investments. Loadings are applied to the investments, where 

appropriate, for land, building, and supporting common equipment and power to capture these 

support items. Levelized investments by rate element are shown in Appendix B, Workpaper 2. 

Next, annual cost factors are used to calculate the direct cost of capital, plant specific expenses, 

and taxes. Using the levelized investments per plant account code, the annual cost factor specific 

to each code is applied. This calculation results in a recurring cost per account code for the 
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investments under study. These annual costs are then summed and divided by twelve to arrive at 

a monthly cost. The monthly costs are shown by rate element in Appendix B, Workpaper 2. 

The ratio of the unit monthly cost to investment for each rate element is developed on Appendix B, 

Workpaper 2. The ratio is equal to the total unit monthly cost divided by the total unit investment. 

Rate element specific monthly costs are summarized in Appendix B, Workpaper 1. 

Workpaper 1.1 shows a summary of the service specific shared costs consisting of expenses for 

product support. These shared expenses are for general support of the offering and cannot be 

directly assigned to a specific rate element. 

3.3.2 Nonrecurring Cost Development 

Nonrecurring costs are one-time costs and are incurred as a result of work activities associated 

with the provisioning, installing and completing of orders initiated by customer requests for 

BellSouth ADSL service. Calculations for the nonrecurring costs are shown in Appendix B, 

Workpaper 3, and summarized in Appendix B, Workpaper 1. 

3.3.2.1 Description of Procedures 

The first step in developing nonrecurring costs is to determine the cost elements related to the 

service offering. These cost elements are then described by all of the individual work functions 

required to provision the service. 

The next step in developing nonrecuning costs requires that individuals knowledgeable about and 

or responsible for performing these functions identi@ the work item for each work function 

associated with the nonrecurring costs of the service. These work fimctions are then used to 

describe the flow of work within the various work centers involved in provisioning the service. 
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In order to determine the total nonrecurring cost for this offering, the work times for each work 

function required to provide the service are multiplied by the levelized directly assigned labor 

rate. These individual work function costs are accumulated into the total nonrecurring costs for 

each element studied. 

Utilizing work functions, work times and labor rates, disconnect costs are calculated in the same 

manner as the installation costs. Since the labor costs will occur in the future, the labor rates are 

inflated to that fiture period in time and then discounted to the present. The discounted cost is 

then added to the installation cost to develop the total nonrecurring cost. 

3.4 Revenues 

Projected revenues for service elements added to BellSouth ADSL service are shown on 

Workpaper 1, page 2, in Appendix A. 

1 1  
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BELLSOUTH ADSL SERVICE APPENDIX A 
SUMMARY WORKPAPER 1 e PAGE 1 OF 5 

This workpaper displays the revenues, demand, cost, and cost to rate ratio for BellSouth ADSL service. 
Page 2 displays the revenue and cost for twelve months, and the unit cost to rate ratio. Pages 3 
through 5 display the individual element demand, cost, and rate, respectively. 
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BELLSOUTH TELECOMMUNICATIONS, INC. * I BELLSOUTH ADSL SERVICE ~~ 

2 SUMMARY 
3 
4 
5 
6 
7 
8 
9 

10 
11 RATE ELEMENT 
12 
13 
14 All Volumes 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

Downstream data rate of at least 768 Kbps 
Upstream data rate of at least 512 Kbps 

Downstream data rate of from 1.5 Mbps to 1.8 Mbps 
Upstream data rate of from 512 Kbps to 768 Kbps 

Downstream data rate of from 2.0 Mbps to 4.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

Downstream data rate of from 4.0 Mbps to 6.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

25 
26 

28 
29 Shared Cost 
30 
31 
32 

Downstream data rate of at least 384 Kbps 
' 27 Upstream data rate of at least 384 Kbps 

Total 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 

Annual Annual 
Revenue - cost 

$332,073 

$633.225 

$108,625 

$358,850 

$854,412 

NA 

$2,287,185 

Edited 

APPENDIX A 
WORKPAPER 1 
PAGE 2 OF 5 

Unit CosV 
Unit Price 
- Ratio 
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e 1 BELLSOUTH ADSL SERVICE 
2 DEMAND SUMMARY 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 

BELLSOUTH TELECOMMUNICATIONS, INC. 

Virtual Circuits 
Downstream data rate of at least 768 Kbps 
Upstream data rate of at least 512 Kbps 

Volume of Service Level 
51-500 VCS 

501-2.500 VCS 
2,501-5,000 VCS 
5,001-7,500 VCS 
7,501-10,000 VCS 
10,00140,000 vcs  

40.001 and more VCs 

Downstream data rate of from 1.5 Mbps to 1.8 Mbps 
Upstream data rate of from 512 Kbps to 768 Kbps 

Downstream data rate of from 2.0 Mbps to 4.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

Downstream data rate of from 4.0 Mbps to 6.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

Downstream data rate of at least 384 Kbps 
Upstream data rate of at least 384 Kbps 

13-24 Months >24 Months 
Nonrecurring Recurring Recurring Recurring 

Demand Demand Demand Demand 

MTM 

Edited 

APPENDIX A 
WORKPAPER I 
PAGE 3 OF 5 
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BELLSOUTH TELECOMMUNICATIONS, INC. 

e 1 BELLSOUTH ADSL SERVICE 
2 COST SUMMARY 
3 
4 
5 
6 
7 
8 Virtual Circuits 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

Downstream data rate of at least 768 Kbps 
Upstream data rate of at least 512 Kbps 

Downstream data rate of from 1.5 Mbps to 1.8 Mbps 
Upstream data rate of from 512 Kbps to 768 Kbps 

Downstream data rate of from 2.0 Mbps to 4.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

Downstream data rate of from 4.0 Mbps to 6.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

Downstream data rate of at least 384 Kbps 
Upstream data rate of at least 384 Kbps 

33 

36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 

Edited 
APPENDIX A 
WORKPAPER 1 
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MTM 13-24 Months >24 Months 
Nonrecurring Recurring Recurring Recurring 

cost - cost cost - cost - - 



BELLSOUTH TELECOMMUNICATIONS, INC 

1 BELLSOUTH ADSL SERVICE 
2 RATE SUMMARY 
3 

APPENDIX A 
WORKPAPER 1 
PAGE 5 OF 5 

4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 

Virtual Circuits 

Downstream data rate of at least 768 Kbps 
Upstream data rate of at least 512 Kbps 

Volume of Service Level 
51-500 VCS 

501-2,500 VCS 
2,501-5,000 VCS 
5,001-7,500 VCS 
7,501-10,000 VCS 
10,00140,000 VCs 

40,001 and more VCs 

Downstream data rate of from 1.5 Mbps to 1.8 Mbps 
Upstream data rate of from 512 Kbps to 768 Kbps 

Downstream data rate of from 2.0 Mbps to 4.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

Downstream data rate of from 4.0 Mbps to 6.0 Mbps 
Upstream data rate &.from 640 Kbps to 896 Kbps 

Downstream data rate of at least 384 Kbps 
Upstream data rate of at least 384 Kbps 

MTM 13-24 Months 224 Months 
Nonrecurring Recurring Recurring Recurring 

Charse - Rate - Rate - Rate 

$300.00 
$300.00 
$300.00 
$300.00 
$300.00 
$300.00 
$300.00 

$300.00 

$300.00 

$300.00 

$300.00 

$134.00 
$125.00 
$1 16.00 
$108.00 
$101.00 
$94.00 
$85.00 

$195.00 

$450.00 

$850.00 

8140.00 

NA 
NA 
NA 
NA 
NA 
NA 
NA 

$175.00 

$400.00 

$800.00 

$120.00 

NA 
NA 
NA 
NA 
NA 
NA 
NA 

$150.00 

$335.00 

$725.00 

$99.00 
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* I  
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

BELLSOUTH TELECOMMUNICATIONS, INC. 
Edited 

UNIT COST SUMMARY - RECURRING and NONRECURRING 
RATE ELEMENT SPECIFIC COSTS 

APPENDIX B 
WORKPAPER 1 
PAGE 1 OF 1 

SERVICE NAME: BellSouth ADSL Service 

Per Virtual Circuit 
- each 

RATE ELEMENT 

Per Virtual Circuit 
Downstream data rate of at least 384 Kbps 
Upstream data rate of at least 384 Kbps 

- each 

Per Virtual Circuit 
Downstream data rate of at least 768 Kbps 
Upstream data rate of at least 512 Kbps 

- each 

Per Virtual Circuit 
Downstream data rate of from 1.5 Mbps to 1.8 Mbps 
Upstream data rate of from 512 Kbps to 768 Kbps 

- each 

Per Virtual Circuit 
Downstream data rate of from 2.0 Mbps to 4.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

- each 

Per Virtual Circuit 
Downstream data rate of from 4.0 Mbps to 6.0 Mbps 
Upstream data rate of from 640 Kbps to 896 Kbps 

- each 

MONTHLY NONRECURRING 
usoc COST COST 

ADF21 

ADF61 thru ADF67 

ADF31 

ADF4I 

ADF51 



2 SHARED COSTS 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  Description 
12 
13 
14 Product Support 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

BELLSOUTH TELECOMMUNICATIONS, INC. Edited 

APPENDIX B 
WORKPAPER 1.1 
PAGE 1 OF 1 

SERVICE NAME: BellSouth ADSL Service 

Monthly Costs 



BELLSOUTH TELECOMMUNICATIONS, INC. Edited 

1 RECURRING UNIT COST DEVELOPMENT - 0 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 SERVICE NAME: 
6 

8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (LN21 + LN27) ...... 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ........................... 
34 
35 TOTAL UNIT ANNUAL COSTS (LN31 + LN33) ........................... 
36 
37 TOTAL UNIT MONTHLY COSTS (LN35 /12) .............................. 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

7 usoc: 

Cost of Money (1 1.25%) 

Total (LN18 + LN19 + LN20) ............................................. 

@ Ad Valorem and Other Taxes 
Total (LN24 + LN25 + LN26) ................................................ 

TO INVESTMENT (LN37 / LN14) .......................................... 

APPENDIX B 
WORKPAPER 2 
PAGE 1 OF 5 

BellSouth ADSL Service 

ADF21 
Per Virtual Circuit - each 

Downstream data rate of at least 

Upstream data rate of at least 
384 Kbps 

384 Kbps 

0 

0.021 1 



BELLSOUTH TELECOMMUNICATIONS, INC. Edited 

1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 SERVICE NAME: 
6 

8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 

RECURRING UNIT COST DEVELOPMENT - 

7 usoc: 

Cost of Money (1 1.25%) 

Total (LN18 + LNl9 + LN20) ................................................ 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (LN2 
32 

@ Ad Valorem and Other Taxes 
Total (LN24 + LN25 + LN26) ................................ ............... 

+ LN27) ...... 

33 
34 
35 TOTAL UNIT ANNUAL COSTS (LN31 + LN33) ........................... 
36 
37 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

NON-INVESTMENT RELATED UNIT COSTS ........................... 

TOTAL UNIT MONTHLY COSTS (LN35 / 12) .............................. 

TO INVESTMENT (LN37 I LN14) .......................................... 

APPENDIX B 
WORKPAPER 2 
PAGE 2 OF 5 

BellSouth ADSL Service 

ADF61 thru ADF67 
Per Virtual Circuit - each 

Downstream data rate of at least 

Upstream data rate of at least 
768 Kbps 

512 Kbps 

0.0209 



BELLSOUTH TELECOMMUNICATIONS, INC. Edited * 1 RECURRING UNIT COST DEVELOPMENT - 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 

SERVICE NAME: BellSouth ADSL Service 

USOC: ADF31 
Per Virtual Circuit - each 

Downstream data rate of from 
1.5 Mbps to 1.8 Mbps 

Upstream data rate of from 
512 Kbps to 768 Kbps 

13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 

Cost of Money (1 1.25%) 

Total (LN18 + LN19 + LN20) ................................................ 

24 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

APPENDIX B 
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Maintenance Expense 
Other Expense 
Ad Valorem and Other Taxes 
Total (LN24 + LN25 + LN26) ................................................ 

TOTAL INVESTMENT RELATED UNIT COSTS (LN21 + LN27) ...... 

NON-INVESTMENT RELATED UNIT COSTS ........................... 

TOTAL UNIT ANNUAL COSTS (LN31 + LN33) ........................... 

TOTAL UNIT MONTHLY COSTS (LN35 I12) .............................. 

RATIO OF UNIT MONTHLY COSTS 
TO INVESTMENT (LN37 / LN14) .......................................... 0.0205 



Edited BELLSOUTH TELECOMMUNICATIONS, INC. 

2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 SERVICE NAME: 
6 

8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 

' 16 
17 INVESTMENT RELATED CAPITAL COSTS. 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 TOTAL INVESTMENT RELATED UNIT COSTS (LN21 + LN27) ... 
32 
33 NON-INVESTMENT RELATED UNIT COSTS ........................... 
34 
35 TOTAL UNIT ANNUAL COSTS (LN31 + LN33) ........................... 
36 
37 TOTAL UNIT MONTHLY COSTS (LN35 / 12) .............................. 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

7 usoc: 

Cost of Money (1 1.25%) 

Total (LN18 + LN19 + LN20) ................................................ 

@ 
Ad Valorem and Other Taxes 
Total (LN24 + LN25 + LN26) ................................................ 

I TO INVESTMENT (LN37 / LN14) .......................................... 

0 1 RECURRING UNIT COST DEVELOPMENT - APPENDIX B 
WORKPAPER 2 
PAGE 4 OF 5 

BellSouth ADSL Service 

ADF4l 
Per Virtual Circuit - each 

Downstream data rate of from 
2.0 Mbps to 4.0 Mbps 

Upstream data rate of from 
640 Kbps to 896 Kbps 

0.0204 



Edited BELLSOUTH TELECOMMUNICATIONS, INC. 

1 
2 RATE ELEMENT SPECIFIC COSTS 
3 
4 
5 SERVICE NAME: 
6 
7 usoc: 
8 
9 
10 
11 
12 
13 
14 TOTAL UNIT INVESTMENT 
15 
16 
17 INVESTMENT RELATED CAPITAL COSTS 
18 Depreciation Expense 
19 
20 Income Tax Expense 
21 
22 
23 INVESTMENT RELATED OPERATING EXPENSES 
24 Maintenance Expense 
25 Other Expense 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 TOTAL UNIT ANNUAL COSTS (LN31 + LN33) ........................... 
36 
37 
38 
39 RATIO OF UNIT MONTHLY COSTS 
40 
41 
42 
43 
44 
45 

RECURRING UNIT COST DEVELOPMENT - 

Cost of Money (1 1.25%) 

Total (LN18 + LN19 + LN20) ................................................ 

Ad Valorem and Other Taxes 
Total (LN24 + LN25 + LN26) ................................................ 

TOTAL INVESTMENT RELATED UNIT COSTS (LN21 + LN27) ...... 

NON-INVESTMENT RELATED UNIT COSTS ........................... 

TOTAL UNIT MONTHLY COSTS (LN35 / 12) .............................. 

TO INVESTMENT (LN37 / LN14) .......................................... 

APPENDIX B 
WORKPAPER 2 
PAGE 5 OF 5 

BellSouth ADSL Service 

ADF51 
Per Virtual Circuit - each 

Downstream data rate of from 
4.0 Mbps to 6.0 Mbps 

Upstream data rate of from 
640 Kbps to 896 Kbps 

0.0202 
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BellSouth Telecommunications, Inc. 
KY PSC Case No. 1999-484 
KY PSC March 5,2001 Informal Conference Request 
Item No. 2 
Page 1 of2 

REQUEST: Please provide further information regarding the period of time before 
BellSouth could file any change in the proposed FCC ADSL tariff 
filing once it has been filed and also to provide an explanation of the 
procedures before the FCC if BellSouth were to subsequently file for a 
price increase in this tariff. 

RESPONSE: BellSouth can adjust its existing tariff rates with the following notice 
periods: 

For interstate rates in MSAs not subject to the FCC's Phase I1 pricing 
flexibility rules (all MSAs in Kentucky except Louisville): 
- Rate Increases can be made on 15 days notice and Rate Decreases 

can be made on 7 days notice (47 C.F.R. $61.58(a)(2)). In 
accordance with the FCC' s price cap rules (47 C.F.R. $61.49), the 
carrier must calculate new price cap indices reflecting the rate 
change and show that all relevant indices remain within price cap 
limits. 

For interstate rates subject to Phase I1 pricing flexibility (dedicated 
switched transport and special access (including ADSL)), rate changes 
(increases or decreases) may be made on 1 days notice. (47 C.F.R. 
$69.727) BellSouth has Phase I1 pricing flexibility in the Louisville 
MSA.' 

Once a rate is changed, it must remain in effect for a 30 day period 
before it can be changed again unless the FCC grants a carrier special 
permission to change the rate at an earlier date. (47 C.F.R. $61.59(a)) 

Intervention Procedures--any interestd party can file a petition to 
suspend, reject or investigate a tariff filing in accordance with Section 
1.773 of the FCC's rules: 

For tariff filings made on 7 days notice, petitions to suspend, reject, or 
investigate a tariff filing must filed and served on the filing carrier 
within three calendar days of the tariff filing.(47 C.F.R. $1.773(a)(2)(i)) 

BellSouth Telecommunications, Inc. 

' Section 24 of BellSouth's Tariff FCC No. 1 lists all the wire centers for which 
BellSouth received Phase I1 pricing flexibility. 



KY PSC Case No. 1999-484 
KY PSC March 5,2001 Informal Conference Request 
Item No. 2 
Page 2 of 2 

RESPONSE: (Cont’d) 

For tariff filings made on 15 days notice, petitions to suspend, reject or 
investigate shall be filed and served on the filing carrier within 7 days 
following the tariff filing. (47 C.F.R. 6 1.773(a)(2)(iii)) 





BellSouth Telecommunications, Inc. 
KY PSC Case No. 1999-484 
KY PSC March 5,2001 Informal Conference Request 
ItemNo. 3 
Page 1 

REQUEST: Please provide the names of Internet Service Providers (ISPs) 
purchasing BellSouth’s ADSL service at the 40,000+ volume level. 

RESPONSE: Please see the attached Exhibit 3. 



Network Service Providers (NSPs) e 

~~~ ~ 

No 
Yes 
No 
No 

Purchasing BellSouth ADSL at the 40,000+ Commitment Level 

~~ 

No 
No 
Yes 

i 

Network Service Provider 1 Florida ISP Association Participant 
IYOC . "" 
No 
No 
No 
Yes 
Yes 
Yes 
No 
Yes 
Yes 
Yes 
No 

I I 
~ 

No 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No 
No 
No 

~~~ 

Yes 
No 
Yes 
Yes 

~~ ~ 

Yes 
Yes 
Yes 
Yes 
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e INTRA-AGENCY MEMORANDUM 
e 

KENTUCKY PUBLIC COMMISSION 

TO: Main Case File 99-484 

FROM: Amy Dougherty@$> 

DATE: March 20,2001 

F I L  

RE: IGLOU INTERNET SERVICES, INC. VS. BELLSOUTH 
TELECO M M U N I CAT1 0 NS , I N C . 

Those persons whose names appear on the attached sign-in sheet gathered for 
an informal conference in the Commission’s offices on March 7, 2001. Initially, 
BellSouth explained its proposal. BellSouth stated that it believed its proposal filed in its 
rehearing petition would avoid any jurisdictional confrontation regarding the nature of 
DSL service. For entities ordering from 51 to 10,000 DSL lines, the rate per line would 
be $32 a month. For those ordering from 10,001 to 40,000 DSL lines, the rate would be 
$30 a month per line. And for those ordering more than 40,000 lines, the rate would be 
$29 a month. These volumes and rate levels would be filed by BellSouth as revisions to 
its FCC tariff, if the Commission accepts this proposal. These volume levels are based 
on region-wide ordering. 

The Commission’s November, 2000 Order in this proceeding required BellSouth 
to reduce the volumes needed to be eligible for each of the price ranges. Instead, 
BellSouth has proposed to lower its monthly rate from $37 maximum to $32 maximum. 
BellSouth indicated that Telocity, EarthLink and BellSouth are entities that currently are 
eligible for the $29 a month rate because each of them has more than 40,000 DSL lines 
on a 9 state regional basis. AOL is in negotiations with BellSouth for this rate level. 

In addition, Win.Net, BluegrassNet, DC.net, OpenNet utilize the Florida 
aggregator. Thus, they receive the $29 rate but they must pay $2.50 per line per month 
to the aggregator. These entities receive each DSL line for $31 50. 

BellSouth indicated that there were some DSL data applications that were 
provided on an instate basis. These could be provided through a special assemblies 
contract but, according to BellSouth, could not include an ISP gateway application. 
BellSouth further indicated that the instate data application was not tariffed and only one 
contract was even in process for this service. 

BellSouth’s FCC tariff has no current cost support filed with it at the FCC. The 
only cost study available is 3 years old and was filed initially with the FCC tariff. 
BellSouth said that it has no long-run cost study to project revenues for this service. 
Moreover, separations studies are no longer performed. But 25% of the loop is 
assigned to the interstate jurisdiction and all of the equipment is assigned to the 
interstate jurisdiction. 

-1 - 
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e 8 BellSouth’s proposal in its motion for rehearing contains no changes to the FCC 
tariff relating to the penalty and shortfall provisions. The highest volume commitment 
with the best price includes a three year term commitment. A lower volume 
commitment with a higher price contains a two year commitment. 

lglou requested BellSouth supply cost justification for the tiered demarcations for 
its volumes. BellSouth indicated that information was not available. 

BellSouth did indicate that if the Commission approved its proposal then it would 
make the FCC revised filing for its DSL service within 15 days of the PSC’s approval. 
BellSouth discussed its process for collapsing the tiers in its proposal. BellSouth 
argued that if lower volume customers received the same price as higher price volume 
customers, then the higher volume customers would want a better rate than they 
currently get. As a “market perception” issue BellSouth contended it is unable to lower 
the rate for low volume customers. BellSouth further contended that it was constrained 
by the financial market in its ability to lower its rates. Lower rates would mean 
BellSouth received lower revenues and if BellSouth received lower revenues then its 
stock would be downgraded. 

Next, the informal conference focused on Iglou’s issues. We discussed at length 
the differences between the Commission’s order of a reduction in the volume to 5% of 
the regional volumes, and BellSouth’s proposal of a reduction in the rates. In response 
to the request to describe why lglou believed that BellSouth’s proposal to alter the 
prices in BellSouth’s FCC tariff was not as appropriate an outcome as the PSC’s 
decision despite the fact that BellSouth’s proposal contains a lower base rate, lglou 
presented six concerns. 

(1) There is lack of legal assurance that BellSouth will not change its federal tariff 
after the initial change to lower the rate to comply with BellSouth’s proposal. There is 
no legal prohibition that constrains BellSouth’s actions to again alter its federal tariff in 
ways that would be harmful to Iglou. 

(2) At the 40,000 volume demarcation point, lglou would never be able to come 
close to matching the best price which BellSouth currently provides to itself. 

(3) The aggregator issue is still problematic. There is no assurance that the one 
aggregator will remain in existence. It is an organization, according to Iglou, with 2 or 3 
employees. Moreover, lglou is concerned about the liability issues to its end-user 
customers if this aggregator were to go out of business. The aggregator’s web address 
is FISPA.org. A copy of the ADSL discount agreement from the Florida aggregator is 
attached to this memo. 

(4) Cost data has still not been supplied by BellSouth. Particularly, lglou noted 
that there is no cost support for the tier structure proposed by BellSouth. The DSL 
service has been rolled out everywhere by BellSouth and the failure to submit cost 
information should be considered by the PSC, according to Iglou. 

(5) The FCC tariff tier quantities are “entirely arbitrary”. There is no evidence of 
economies of scale or any other basis for the consideration of the tier structuring, 
according to Iglou. lglou also reiterated that BellSouth has no significant competitors for 
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e e its DSL service thus disputing BellSouth’s contention that its price structure is market 
driven. 

(6) lglou supplied an example of why it would not be better with the BellSouth 
proposal. For 51 DSL lines, under the BellSouth proposal, lglou would pay $32 a line 
per month. For 51 DSL lines, under the PSC’s November Order, lglou would pay $37 a 
month. But lglou argues that it would never be able to obtain the best rate, $29 a month 
currently. Rhythms, the third largest ISP in the country, currently has 67,000 DSL lines 
in the whole nation. BellSouth, on the other hand, currently has 215,000 in nine states. 
lglou contends that the pricing differential between $29 and $32, a 10% differential, will 
keep it from functioning in the market. 

(7) The termination penalties in the FCC tariff are still in place but will be reduced 
because of the price changes that BellSouth is proposing. According to Iglou, this 
amounts to BellSouth not hurting ISP’s as badly as it had been before. As an example 
of the termination penalty, the change in rate ends up calculating a shortfall penalty of 
three-eighths of what the penalty would be under the current FCC tariff. The tariff, as 
proposed by BellSouth, still contains a flat rate $50 per circuit termination penalty. lglou 
believes that the termination penalties are still discriminatory as the Commission had 
originally found. 

lglou also requested changes to BellSouth’s script and asked that an automated 
system, (e.g. press 1 for DSL with your internet provider, press 2 for a DSL with 
BellSouth Fast Access) be implemented. BellSouth indicated that this automated 
system would not be appropriate for its business office use. BellSouth did make an 
offer that when a customer script is not followed, BellSouth will retrain its personnel and 
take other appropriate action. But, it must have the date, the employee name, and 
other particulars of the incident. After corrective action has been taken, BellSouth will 
notify Iglou. 

BellSouth agreed to file by no later than March 21, 2001: (1) a list of those 
entities who currently need the 40,000 demarcation point for the best rate in its service 
area, (2) the three year old cost study filed in support of its DSL tariff at the FCC with 
any additional changes or rational, and (3) the federal tariff proceedings and processes 
regarding effective dates and necessary cost support information. 

By April 4, 2001, lglou should file its response to BellSouth’s filing. By way of this 
memo, Commission staff asks that lglou indicate in its response its market entry 
projections for 51 DSL lines, and also for the 2000 DSL lines as described in the 
November Order. 

Unless something unforeseen is filed, all parties have agreed to forego another 
public hearing and have agreed that the case will be considered submitted to the PSC 
on April 4, 2001. If this understanding changes the parties must so advise the 
Commission by no later than April 4, 2001. 

/cj 
Attach men t 
cc: file 
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BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 

Creighton E. Mershon. Sr. 
General Counsel/Kentucky 

Room 407 
Louisville, KY 40203 

Creighton.MershonQBellSouth.com 

March 2, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

502 582 8219 
Fax 502 582 1573 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484  

Dear Mr. Dorman: 

BellSouth and IgLou participated in a conference call on 
February 26, 2001, to discuss the possibility of settlement. 
BellSouth requested that IgLou consider the proposed resolution 
that is before the Commission which includes a substantial 
collapse of the volume tiers in BellSouth’s current FCC ADSL 
wholesale tariff. 
tariff prices for the lowest volume levels. 

Commission‘s jurisdiction over intrastate DSL services for 
intrastate data applications. 
proposed resolution is in keeping with the intent of this 
Commission and would be a more effective way to meet that intent. 
Even if BellSouth were to file an intrastate DSL tariff, 
attempted usage of such a tariff for interstate DSL access would 
raise serious jurisdictional issues that would need to be 
resolved by the FCC. 
in pricing for smaller ISPs in Kentucky lower than the volume 
pricing structure contained in the Commission‘s November 30, 2000 
order. In addition, the proposed FCC tariff would apply across 
the entire nine-state region in which BellSouth operates. 

The proposed resolution effectively decreases 

As BellSouth has noted, it does not challenge this 

But BellSouth believes that its 

The proposed resolution also would result 

BellSouth believes that the tiered structure (i.e., one that 
provides volume discounts) in the wholesale tariff proposal is 
necessary to respond to the market pressure from large I S P s  that 

http://Creighton.MershonQBellSouth.com


Mr. Thomas M. Dorman 
March 2, 2001 
Page 2 

order DSL in substantial quantity.' 
recognize the efficiencies associated with large volumes of DSL 
lines. As a result, these large ISPs demand discounted pricing 
and are willing to consider competitive alternatives if such 
volume discounting is not available. Such volume discounts are 
well accepted marketing practices demanded by BellSouth's largest 
customers. 

These large I S P  customers 

From the conference call that occurred on February 26 and 
the response filed by IgLou on that same date, BellSouth 
understands IgLou to have taken the position that it "agrees to 
disagree" with BellSouth's proposed resolution because of the 
tiered structure. 

BellSouth remains willing to meet and talk with IgLou 
further if there is some resolution that can resolve this matter 
on terms agreeable to both parties. 

Very truly yours, 

Dorothy J. Chambers 0 
cc: Parties of Record 

249234 

'Of course, as this Commission already has determined, BellSouth, in providing 
its own retail Internet service, follows all of the applicable FCC accounting 
rules and other safeguards. 



Creighton E. Mershon, Sr. 
General Counsel/Kentucky 

502 582 8219 
Fax 502 582 1573 

BellSouth Telecommunications, Inc. 
601 W. Chestnut Street 
Room 407 
Louisville, KY 40203 

Creighton.MershonQBellSouth.com 
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March 2, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

BellSouth and IgLou participated in a conference call on 
February 26, 2001, to discuss the possibility of settlement. 
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intrastate data applications. 
proposed resolution is in keeping with the intent of this 
Commission and would be a more effective way to meet that intent. 
Even if BellSouth were to file an intrastate DSL tariff, 
attempted usage of such a tariff for interstate DSL access would 
raise serious jurisdictional issues that would need to be 
resolved by the FCC: 
in pricing for smaller ISPs in Kentucky lower than the volume 
pricing structure contained in the Commission‘s November 30, 2000 
order. In addition, the proposed FCC tariff would apply across 
the entire nine-state region in which BellSouth operates. 

But BellSouth believes that its 

The proposed resolution also would result 

BellSouth believes that the tiered structure (i.e., one that 
provides volume discounts) in the wholesale tariff proposal is 
necessary to respond to the market pressure from large ISPs that 
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volume discounting is not available. Such volume discounts are 
well accepted marketing practices demanded by BellSouth's largest 
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These large ISP customers 

From the conference call that occurred on February 26 and 
the response filed by IgLou on that same date, BellSouth 
understands IgLou to have taken the position that it "agrees to 
disagree" with BellSouth's proposed resolution because of the 
tiered structure. 
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further if there is some resolution that can resolve this matter 
on terms agreeable to both parties. 
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J.D.M.B.A. 
LICENSED IN KENTUCKY AND OHIO 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602 

a, 
JONATHON N. AMLUNG 0 

ATTORNEY AT LAW 

429 W. MUHAMMAD ALI BLVD. 
1000 REPUBLIC BUILDING 

LOUISVILLE, KENTUCKY 40202-2347 

TELEPHONE: (502) 587-6838 
FACSIMILE: (502) 584-0439 

E-MAIL: jonathon@amlung.com 

March 1,2001 

RE: IgLou Internet Services, Inc. v. BellSouth Telecommunications. Inc., 
Case No. 99-484 

Dear Mr. Dorman: 

Please find enclosed for filing in the above-referenced case an original and ten (10) copies of 
IgLou’s Status Report from its telephone conference with BellSouth on February 26,2001. 

Thank you for your attention to this matter. Please do not hesitate to contact me should you have 
any questions or concerns. 

Cordially yours, 

Jo 

mailto:jonathon@amlung.com


BEFORE THE PUBLIC SERVICE COMMISSION 

IGLOU INTERNET SERVICES, INC., 

Complainant, 

V. 

BELLSOUTH TELECOMMUNICATIONS, INC., 

Defendant. 

) NO. 1999-484 

IGLOU’S STATUS REPORT PURSUANT TO COMMISSION’S 
ORDER DATED JANUARY 11,2001 

Comes now IgLou Internet Services, Inc. (“IgLou”), by and through counsel, and 

hereby submits its Status Report pursuant to the Item #5 of the Commission Order dated 

January 1 1 , 200 1. 

On February 26,2001, at the time of approximately 2:OO p.m. ET, IgLou 

representatives Dean Brooks, Dannie Gregoire and Jonathon N. Amlung took part in a 

conference call with BellSouth representatives Dorothy Chambers and Tony Taylor. 

During the conference call, the parties discussed primarily the pricing structure and the 

tiered volume structure of BellSouth’s proposed revision to its Federal ADSL tariff. The 

dialogue, although constructive, did not lead to a resolution of the issues in this case. It is 

the understanding of the counsel for IgLou in this case that an impasse has been reached 

that may only be resolved by Commission Order. As IgLou has stated in previous filings, 

its position is simply to request that the Commission enforce its November 30,2000, 

Order in this case. That Order has not been vacated. 



I 

At the informal conference scheduled for March 7,200 1, IgLou anticipates 

several issues for discussion including the tiered volume structure, the pricing structure, 

cost, BellSouth's script revision and the BellSouth brief describing the requirements of a 

retail ADSL model. 

2 

Respectfully submitted, 

A?K&NEY -LAINANT 
1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40201-1417 
Telephone (502) 587-6838 
Facsimile (502) 584-0439 

CERTIFICATE OF SERVICE 

A true and correct copy of the foregoing was mailed and/or faxed to the parties of 
n A  

record this the 2 day of March, 2001. 



Service List: 

Hon. Dorothy J. Chambers 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
601 W. Chestnut St., Room 407 
P.O. Box 32410 
Louisville, KY 40232 

Hon. R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
675 W. Peachtree St., N.W. 
Suite 4300 - BellSouth Center 
Atlanta, GA 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY 4060 1 

Hon. Creighton E. Mershon 
BellSouth Telecommunications, Inc. 
P.O. Box 32410 
Louisville, KY 40203 

Hon. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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J.D.M.B.A. 
LICENSED IN KENTUCKY AND OHIO 

Q 
JONATHON N. AMLUNG e 

ATTORNEY AT LAW 
1000 REPUBLIC BUILDING 

429 W. MUHAMMAD ALI BLVD. 
LOUISVILLE, KENTUCKY 40202-2347 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602 

TELEPHONE: (502) 587-6838 
FACSIMILE: (502) 584-0439 

E-MAIL: jonathon@amlung.com 

February 26,2001 

2 7 2001 

PUBLIC SERVICE 
COMM ISS103J 

RE: IgLou Internet Services, Inc. v. BellSouth Telecommunications, Inc., 
Case No. 99-484 

Dear Mr. Donnan: 

Please find enclosed for filing an original and ten (1 0) copies of IgLou’s Response to 
BellSouth’s proposed revision to its Federal ADSL tariff in the above-referenced,case. 

Thank you for your attention to this matter. Please do not hesitate to contact me should you have 
any questions or concerns. 

Cordially yours, 

mailto:jonathon@amlung.com


RECESMED COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 2‘1 2004 
PU~LlC SERVICE 

COMMlSS IW 
In the Matter of 

IGLOU INTERNET SERVICES, INC., 
1 

Complainant 
V. ) CASE NO. 99-484 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 
1 

Defendant 

TGLOU’S RESPONSE TO BELLSOUTH’S FILING PURSUANT TO 
THE COMMISSION’S JANUARY 11,2001, ORDER 

Comes now IgLou Internet Services, Inc. (“IgLou”) by and through counsel, and 

hereby submits its response, pursuant to the Commission’s Order, to BellSouth’s 

Proposed Tariff Revision filed with the Commission on February 12,200 1. 

I. BELLSOUTH’S FEBRUARY 12,2001, FILING FAILS TO 
COMPLY WITH THE COMMISSION’S ORDER 

IgLou objects to BellSouth’s most recent filing as it fails to comply with the 

Order of the Commission granting reconsideration of this matter. In its decision, the 

Commission instructed BellSouth as follows: 

2. Within 30 days of the date of this Order, BellSouth shall file a 
copy of the complete revised interstate wholesale tariff it proposes to file 
in lieu of filing a state tariff, along with supporting cost information for all 
rates. The proposal shall address all levels of service which are included 
in the FCC tariff 

(Emphasis supplied) 

’ Kentucky Public Service Commission, Case No. 1999-484, Order dated January 1 I ,  2001, p. 5 .  



At the last possible moment, BellSouth filed what essentially amounted to its existing 

Federal tariff with the modification of two pages for illustrative purposes showing how 

its proposal would look in Federal tariff format. In addition, BellSouth filed a cover 

letter whch instructed this Commission that BellSouth would @be filing the supporting 

cost documentation as ordered. Quite frankly, BellSouth ignored the Commission’s 

January 11,2001, Order, which was clear as to its purpose and application. 

As the Commission will recall, BellSouth proposed a revision to its Federal 

ADSL tariff following the decision in th s  case in favor of IgLou on November 30,2000. 

In its Motion for Reconsideration, BellSouth once again challenged this Commission’s 

jurisdiction over ADSL. In addressing BellSouth’s jurisdictional challenge, the 

Commission held that “the Commission affirms its jurisdiction as set out in the Order.”’ 

Thus, jurisdiction is a non-issue in t h s  case as it stands. The Commission granted a 

rehearing in this case “to allow BellSouth to expand its proposal for a revised tariff”3 

(Emphasis supplied) “Additional information is needed to determine if BellSouth’s 

proposed changes to its federal tariff will result in a positive resolution of the issues 

raised in this case.’74 (Emphasis supplied) 

BellSouth supplied no additional information with its filing. BellSouth’s actions 

were and are in direct violation of this Commission’s Order. As such, IgLou objects to 

the filing in its entirety. 

Id. at 4. 
Id. at 5 .  
- Id. at 5 .  

2 

3 

4- 
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II. SUPPORTING COST INFORMATION IS NEEDED TO ASSESS 
THE MERITS OF THE PROPOSED TARIFF REVISION 

As this Commission is aware, much of the discriminatory nature of the current 

ADSL tariff stems from its tiered volume structure. That structure operates to allow 

BellSouth to provide preferential treatment to its own ISP, BellSouth.net, to the detriment 

of Kentucky’s ISPs. It is obvious that the cost data, if supplied by BellSouth, would have 

shed light on the fact that there is absolutely no cost justification for the volume 

requirements at all. Those tiered requirements have but one purpose: to ensure that 

smaller ISPs pay more for the same lines that BellSouth.net purchases from BellSouth. 

Even with the proposal offered by BellSouth, the tiered structure remains in place, 

affording BellSouth.net access to the lines at $29.00, whle a vast majority of Kentucky’s 

ISPs will be purchasing the very same lines at $32.00. Thus, the problem that existed 

when IgLou filed its complaint in November of 1999 still exists. As this Commission 

held in its Order granting reconsideration, “the practical result of BellSouth’s current 

DSL tariff is that it creates unacceptable disparities between rates for which BellSouth’s 

ISP qualifies and rates for whch its average competitor would qualify.”’ Nothing has 

changed in the marketplace, nor will anything change under this proposal. 

Under the proposal, the price disparity between what BellSouth would charge 

BellSouth.net versus an ISP such as IgLou is major when the entire picture is considered. 

For illustrative purposes, under the proposal, if a Kentucky ISP were to purchase 10,000 

lines over the course of a year, the price disparity between $29.00 and $32.00 would 

potentially result in that ISP paying $360,000.00 more over the course of a year than 

BellSouth.net for the very same lines. This is money that could be used to improve 

3 
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customer service, hire new employees in Kentucky and promote the rapid deployment of 

broadband within the Commonwealth. Again, there is no evidence that there is any cost 

justification for this disparity. 

HI. BELLSOUTH CONTINUES TO CHALLENGE THIS 
COMMISSION’S JURISDICTION 

There can be no dispute that BellSouth affirmatively refused to comply with this 

Commission’s January 1 1 , 200 1 , Order. Presumably, t h s  action by BellSouth was a 

result of BellSouth’s continued refusal to recognize this Commission’s jurisdiction. It 

should be noted to BellSouth that jurisdiction is no longer an issue in this case. 

Reconsideration was not granted on that basis and that issue is now beyond the scope of 

these proceedings. Reconsideration was granted to determine if BellSouth’s proposed 

revision to its Federal ADSL tariff would address, at least in part, the discriminatory 

conduct found by t h s  Commission. Clearly, it will not. 

As noted herein, the disparity in pricing remains. The unreasonable and 

unjustified volume commitments remain. The discrimination and preferential treatment 

remain. 

BellSouth simply seeks to keep this issue solely at the F.C.C. Kentucky-based 

ISPs are largely unable to afford the costs inherent in protecting their rights in 

Washington, D.C. Presumably, if BellSouth were permitted to simply revise its Federal 

tariff, nothing would prevent that revision from being temporary. At any time, BellSouth 

could simply revise the tariff back to its original levels, or worse, should it be permitted 

to carry out its proposal. If BellSouth does not have th s  in mind, why not revise the 

Federal tariff now? Why wait for an Order from this Commission to carry out its 

proposal? The answer is that BellSouth is using the proposal as a “quid pro quo” for this 

4 



Commission to abstain from asserting its jurisdiction in this matter. If BellSouth were 

permitted to carry out its proposal instead of complying with the Commission’s Order, 

there would no longer be any incentive for BellSouth to cease its discriminatory 

practices. Nothing would change. 

IV. CONCLUSION 

IgLou objects to BellSouth’s February 12,2001, filing in this case because it fails 

to comply with the Commission’s unambiguous Order. Further, the proposal fails to 

address the discriminatory conduct found by this Commission in its November 30,2000, 

Order as well as its January 11,2001, Order. IgLou is prepared to address these issues at 

the informal conference scheduled for March 7,2001. IgLou respectfully reminds the 

parties to this case, however, that there is no jurisdictional issue to be discussed at the 

conference. That matter has been decided. 

Respectfully submitted, 

p..w JOPQATBO+N. A@L@ G (KBA#86892) 
A T T m Y  FOR &&IFLAINANT 
1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40202 
Telephone (502) 5 87-683 8 
Facsimile (502) 584-0439 
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CERTIFICATE OF SERVICE 

A true and correct copy of the foregoing was mailed and/or faxed to the parties of 

record this the dbA day of February, 200 1. 

Service List: 

Hon. Dorothy J. Chambers 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
601 W. Chestnut St., Room 407 
P.O. Box 32410 
Louisville, KY 40232 

Hon. R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
675 W. Peachtree St., N.W. 
Suite 4300 - BellSouth Center 
Atlanta, GA 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY 4060 1 

Hon. Creighton E. Mershon 
BellSouth Telecommunications, Inc. 
P.O. Box 32410 
Louisville, KY 40203 

Hon. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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BellSouth Telecommunications, Inc. 
P.O. Box 32410 Dorothy J. Chambers 

General Attorney Lou i svi II e, KY 40232 
or 

BellSouth Telecommunications, Inc. 
601 West Chestnut Street 
Room 407 
Louisville, KY 40203 

502 582-1475 
Fax 502 582-1573 

0orothy.ChambersQBeIISouth.com 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Per the Commission’s January 11, 2001 Order, enclosed for 
filing are the original and ten (10) copies of the explanation of 
the requirements of a retail DSL tariff and the related public 
interest issues. 

Sincerely, 

Enclosure 

cc: Parties of Record 
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% *  
I s s u a o r  BellSouth offering retail gbSL 

.$ 
Background 
BellSouth began development of its Asymmetric Digital Subscriber Line (ADSL) offering 
in April 1997. While BellSouth initially considered a retail offering in late 1997, BellSouth 
decided to offer ADSL only on a wholesale basis. The primary reason for this change in 
direction was a concern for the end user customer. 

BellSouth's experience with Integrated Digital Subscriber Network (ISDN) taught us that, 
when it came to new, complex, technology, it would better serve the end user to have a 
single point of contact. With ISDN, should a customer have a problem connecting to 
email or the Internet, he/she would not know whether to call BellSouth or hislher 
Internet Service Provider (ISP). With a wholesale ADSL offering to Network Service 
Providers (NSPs), including ISPs, the end user would have one place to call for 
assistance, reducing help time through more effective coordination with the ISP and 
BellSouth. This single point of contact-with the customer viewing the ISP as the 
provider of the service-would make the overall experience more pleasant to the end 
user, to the benefit of both the ISP and BellSouth.' Also, experience has shown that 
high majority of customer problems were with the Customer Provided Equipment (CPE), 
which more directly tied to the ISP's service and which BellSouth could not provide as a 
part of a regulated service. In fact, the link between CPE and the ISP is even more 
critical with ADSL than ISDN. Based upon this ISDN experience, the decision was 
made to offer ADSL on a wholesale basis. It is clear from looking at the industry, that 
this was not a unique decision. Some carriers offer ADSL as a wholesale service and 
others offer ADSL as a retail service directly to the end user. Some carriers, such as 
Qwest, started out with a retail offering, and added the wholesale offering at a later 
date. 

The question now becomes: "So what's the big deal for BellSouth to also provide retail 
service along with its existing wholesale service?" While the rest of this paper will go 
into some detail on the whys, the short answer is that having gone down one path, 
heading down an entirely different path adds a significant amount of complexity and 
additional cost, not to mention the added confusion of end user customers having 
multiple ways of dealing with BellSouth and their ISP. 

While BellSouth does not want to imply that it will never have a retail service, there are 
many factors that influence the development of such a service. BellSouth is currently 
making numerous process improvements to its existing service increasing the efficiency 
and ease for its wholesale customers to do business with BellSouth. Additionally, 

' In connection with approving America Online's acquisition of Time Warner, Inc., the FCC required that 
AOL Time Warner open its cable systems to permit competing lSPs to provide broadband service over 
those systems. In doing so, it expressed concerns about subtle ways in which AOL Time Warner might 
discriminate against competing ISPs, and imposed certain restrictions to minimize that risk. One thing it 
required was that AOL Time Warner permit lSPs using its cable systems to establish direct billing 
relationships with their customers. In the Matter of Applications for Consent to the Transfer of Control of 
Licenses and Section 214 Authorizations by Time Warner Inc. and America Online, Inc., Transferors, to 
AOL Time Warner Inc., Transferee, CS Docket No. 00-30, Memorandum Opinion and Order, FCC 01-12 
rel. Jan. 22, 2001, at fi 98, 126C. Under the wholesale model that BellSouth chose, the lSPs exclusive 
relationship with their end users means that they alone have a billing relationship with the customer for 
high-speed Internet access. Under a retail model, BellSouth would have a provider relationship with the 
end users and would bill those end users. 



BellSouth is in the middle of a large capital deployment of ADSL, as well as a major 
architecture change to deal with the high volumes of Asynchronous Transfer Mode 
(ATM) Permanent Virtual Circuits (PVCs) required to provide ADSL in the present 
network configuration. The Federal Communications Commission (FCC) is also 
requiring BellSouth to unbundle ADSL services at remote terminals. The resources 
required for developing a retail product are the same as those currently supporting our 
wholesale offerings and making other required changes. Although BellSouth does not 
desire, nor does it have the resources necessary to file a retail offering this year, a 
future retail offering may be possible, especially when expected improvements in 
operations, provisioning systems and CPE, such as auto configuration, become 
available. 

For purposes of this response to the Kentucky PSC, the following assumptions have 
been made concerning a retail ADSL offering: 

0 Any retail offer would be in addition to the existing wholesale service. 
0 BellSouth Telecommunications, Inc. (BST) would bill only the ADSL transport 

service directly to the end user, 
0 If the end user desired Internet connectivity over the ADSL line, the end user 

would have to further order service directly from a participating ISP, 
0 A participating ISP would have already ordered ATM service to an ATM serving 

area or gateway that enables the ISP to provide ADSL service to that end user, 
0 The participating ISP would have to provide relevant provisioning information 

either to the end user or to BST so that service to the end user could be 
provisioned and assigned, and 

0 No CPE would be provided with the BST retail service. The ISP would provide 
and support the required CPE to the end user as part of the ISP’s service. 

I 

The issues needing to be addressed for a retail offering are, therefore: 

1. Service order coordination 
2. Installation and repair 
3. Tier 1 help desk requirements 
4. Billing 
5. CPE 
6. Effect on new product introduction 

BellSouth conservatively estimates the cost to add a retail service to be approximately 
$1,270,000 in the first year, with an ongoing expense of at least $882,000 per year 
starting in year 2. This estimate does not include contracted Information Technology (IT) 
dollars since BellSouth would have to expend money working with BellSouth’s outside 
IT vendors to establish a description of work and associated estimate to modify major 
systems. 

The six issues identified above are addressed in more detail below: 

I 
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Service Order Coordination 
To connect a new end user today, lSPs order wholesale ADSL transport service from 
BST and then add on their Internet connectivity service to provide a single, seamless 
ADSL Internet connection service to the end user. The concept of a retail BST ADSL 
offering changes this model. 

Separate end-user orders will be required - one for the retail ADSL transport from BST 
and another for the Internet connectivity ordered from an ISP. There are two options as 
to how service orders may be made. First, it may be possible for the ISP to place the 
ADSL transport order on behalf of the end user. Second, the end user may be able to 
place individual orders with BST and with the ISP. In either case, at the time of the order 
to BST, whoever is placing the order for local ADSL transport must provide BST with 
information relative to the Circuit ID to the intended ISP as well as the Virtual Path 
IdentifierNirtual Channel Identifier (VPINCI) pair within the identified circuit that will 
bear the end user’s traffic. Only the ISP knows and can provide this information - either 
to BST or to the end user for use when ordering the retail ADSL transport service. 

The retail model, therefore, requires that service order activity be coordinated among 
three parties rather than just two as is the case under the present wholesale model. 
This complicates new service order activity and greatly impacts service changes, 
disconnects, and conversions from one grade of ISP service, (say Internet dial-up for 
example) to ADSL, and conversions between different ISPs. The processing time for 
BellSouth to take a service order would increase substantially. The service 
representative would have to determine if the customer wanted a wholesale or retail 
ADSL product. This would entail a lengthy discussion to clarify for the average 
customer and would likely be confusing and exasperating for the customer. The service 
representative would also have to gather the necessary circuit information provided by 
the ISP. 

The process of developing new service order methods in BST would require: 

0 Front-end Operational Support System (OSS) work to support “retail” order 
issuance from either ISP ”agents” of BST or from BST business office 
representatives. 

0 Downstream OSS systems work to identify I track “retail” from “wholesale” 
customer PVCs. 

0 Additional Business Office Service Representative training would be required to 
support calls requesting information about retail vs wholesale service, because 
more complex scripting requires more training. 

0 New provisioning Universal Service Order Codes (USOCs), supporting Field 
Identifiers (FIDs), edits associated with Service Order Edit Routine system, etc. 

0 Estimated cost for service order changes - $200,000. 

In addition, a longer call duration for service requests would be required, resulting in 
more representatives to support the greater call volumes. Estimated cost is 
undetermined. Finally, the complexity of the ordering process would require additional 
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training for service representatives. The cost for additional training cannot be accurately 
estimated at this time, but is believed to be in excess of $1M. 
Whether an ISP makes use of the wholesale product or the retail product, the fact that 
there is more than one way to order ADSL will require lSPs to handle additional 
questions from their customers. 

Installation and Repair 
Adding a retail BST ADSL service would require significant changes to Operations 
Support Systems both for BST as well as for the ISP community served by BST. 

Specifically, billing, customer records, and customer contact support systems will be 
affected. Customer records and billing systems, for example, would need to track which 
end users have retail BST ADSL service and which have traditional ISP service. 
Customer contact support systems may need access to customer records both at BST 
as well as within the ISP itself in order to determine how best to handle the customer 
contact. Trouble reporting and tracking systems would need to recognize and 
acknowledge the new complexity of trouble shooting a combination of ISP services and 
retail and/or wholesale BST services. Provisioning and facility assignment systems 
would need to be built around an appropriate plant model that reflects changing 
combinations of responsibilities for ISP services, BST ADSL wholesale service, BST 
retail service, and CPE. 

Interfaces between ISP OSS systems and BellSouth would have to be smoothly 
coordinated so that appropriate real-time customer data is available to BellSouth and 
ISP customer contact representatives during service order entry, trouble reporting, and 
billing inquiries. 

In general, all BST and ISP OSS systems should anticipate multiple points of customer 
contact within both BellSouth and the ISP, rather than the traditional role of a single 
point of Customer contact with the ISP. This would require closer coordination between 
BST and lSPs than is required today to assure complete customer satisfaction. This in 
turn would place additional requirements on the OSS systems used to support these 
critical activities. Without detailed engineering studies, the cost of modifying OSS 
systems cannot be accurately determined. 

For the ISP, it would be necessary to make the provisioning Circuit ID, and VPINCI 
information available to the person placing the retail order with BST at the time of 
ordering. This may necessitate some minor changes to the timing and flow of 
provisioning procedures within the ISP in order to make the required provisioning 
information available to the end user when the BST retail ADSL service is ordered. 

Page 4 of 4 



Tier 1 Help Desk Requirements 
A retail ADSL service would have a significant impact on customer help desk support. 
In the wholesale model, end-user customers purchase both their ADSL access and 
Internet access through a single Internet Service Provider. The ISP then serves as a 
single point of contact for the customer and provides full help desk support for the 
Internet access service and ADSL access. The ISP also provides and supports the 
customer’s CPE. Although the ISP must refer network ADSL or ATM problems back to 
BST, end-user customers have a single point of contact for resolving any problem 
associated with their end-to-end Internet service. (See figure 1) 

Single Point of Contact for End User Customer 
End-to-End Service 

Customer 2 

Computer 

Software on PC 

Customer 3 

Computer 

Software on PC Figure I 

A retail ADSL model would resemble the existing ISDN model that has experienced 
several significant challenges. BST provides ISDN under tariff as an end-user 
voice/data dial access service. An end-user customer must therefore purchase an 
ISDN line as a regulated, tariffed service from BST and also purchase Internet access 
as an unregulated service, either from BellSouth or another ISP. BST takes trouble 
reports for ISDN line troubles as a regulated service and trouble reports for CPE as an 
unregulated service. Troubles relating to a customer’s Internet access service must be 
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reported directly to the ISP’s help desk. Unlike ISDN, which can access multiple lSPs 
through dial-up, the ADSL line is dedicated to a single ISP. 

Under a retail ADSL offering, if a customer experiences a problem obtaining Internet 
access, the customer must attempt to determine the source of the problem in order to 
know whom to call about the problem. This is not always apparent. If a customer 
cannot access the Internet, there could be a problem with the customer’s CPE, with the 
ISP’s network, or with the ADSL line. Should a customer report the trouble to the wrong 
party, the customer would be faced with calling another help line only to explain the 
problem a second time. As a result, customers may have to wait in multiple queues for 
long periods of time to reach a technician. Unfortunately, it is not uncommon for a 
customer to be bounced, back-and-forth among help desks when service support is 
bifurcated. This can be very expensive for BellSouth and the ISP, and very frustrating 
for the end user. It is not uncommon for help desk support to approach $50/hr. See 
Figure 2. 

Multiple Suppliers, Multiple 
I 

I 

Contacts 
I ISP I Modem I SoftwareonPC I I 

Computer I 
I 
I I \  

Computer 

I I 
I Vendor?? I 

I I 

i 
I 
I 
I 
I 
I 
I 
I 
I I I 
I 

’ I  
I I I 

Figure 2 
ADSL is currently far more complex in provisioning than ISDN. Most installations require 
software to be loaded on a PC (which must meet certain minimum requirements). The 
modem must be of a type that is supported and that will work in the network. The ISP 
may remotely monitor certain modems to further assist its customer in resolving 
problems. The ISP may support multiple Point-to-Point Protocol (PPP) sessions over 
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the single ADSL connection that may limit modem selection to a brand the ISP is 
familiar with and for which the ISP is capable of providing technical support. 

Providing a single point of contact for end-to-end service best serves the customer, in 
that it defines overall responsibility of trouble resolution and promotes efficiency in 
resolving problems quickly. These problems can be mitigated somewhat if all service 
providers furnish effective troubleshooting and reporting guides to their customers and 
work closely with one-another to define trouble reporting and resolution procedures. 

The creation of a new Tier 1 help desk would require the addition of approximately 19 
service representatives, along with required supervisors, floor space, computer 
equipment, and data and voice communications. This could be accomplished by hiring 
the required technicians, or by outsourcing the help desk function. 

Since a retail offering will be filed in the FCC tariff due to the interstate nature of Internet 
traffic, this service will be available in all nine BellSouth states. The staffing requirement 
assumes nine state support. 

Estimated Cost of adding retail help desk 

0 First year cost (service reps, equipment, floor space, etc): $1,072,000 

0 Recurring expense 2nd year and beyond (service reps, etc): $882,00O/year 

Billing 
Customer billing operations would be greatly affected by the availability of a retail 
service from BST. With a retail service, BST would bill end-users directly for the ADSL 
transport service. This would require revisions to billing systems, the addition of new 
USOCs, as well as changes in the systems and records necessary to track, bill and 
update maintenance records. The IT resources required for these changes already are 
in high demand due to other commitments. 

Modifications to Customer Record Inventory System (CRIS) billing system are included 
in the service ordering costs. 

CPE 
In the wholesale model, the ISP assumes end-to-end responsibility of the service to the 
end-user. This includes responsibility for selecting, testing and supporting the CPE. This 
ensures that the CPE provided on the customer's premises will work in the BellSouth 
and the ISP's networks, and that the ISP's help desk is familiar with the equipment the 
customer is using so they can efficiently troubleshoot any issues. 

Today, ADSL modem technology is in its infancy. All modems are not alike. The-DSL 
Forum is working to standardize features that will make CPE "plug and play". However, 
it will at least a year away before these improvements will start to appear in the retail 
market. In addition, not all ADSL implementations are the same. Some, like 
BellSouth's use ATM as the backbone. Others, like Verizon (GTE), use Frame Relay. 
ADSL modems are not interchangeable between these two services. A retail model may 
fractionalize the end-to-end service model causing increased calls to both the ISP and 
BellSouth help desks, increasing cost for both as well as the level of frustration for the 
end user customer. 
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New Product Introduction 
Currently, the ISP has sole ownership of the end user customer relationship. In a retail 
model, both the ISP and BST have a relationship with the end user customer. New 
products can and will be developed by both parties that will impact not only the end user 
but the other party as well. This arrangement would require increased resource 
allocation and coordination by both the ISP and BST. 

Conclusion 

BellSouth will continue to look at the feasibility of a retail ADSL service. However at this 
time, BellSouth believes that introducing a retail ADSL offering in addition to its 
wholesale ADSL service is not in the interest of end-users, lSPs or the company. This 
belief is based upon the following factors: 

Experience with ISDN service used in connection with Internet access provides 
many lessons with regard to end-user problems and expectations. Using this 
experience, BellSouth’s wholesale ADSL service provides end-users with a 
model that should make their experience much more pleasant. DSL is a 
relatively new technology. There have been difficulties with some installations 
across the country that has marred the end-user customer experience.2 

Current CPE technology is not yet at the “plug and play” level and thus most end- 
user customers will find dealing with multiple entities (ISPs and BST) frustrating 
and intolerable. As ADSL technology matures, this factor will diminish. 

BellSouth’s massive ADSL infrastructure deployment for 2001 will tax BellSouth 
resources making it an inopportune time to introduce a new service that will use 
these same resources. The end result will be to slow availability of the service to 
end-user customers. 

Anticipated ADSL network architecture changes may provide a more promising 
time to consider a retail ADSL service. 

* Some of the difficulties end-users have experienced in deployment of DSL technology have been 
reported by the media. For example, “Real Reasons for DSL Hell”, USA Today 9/18/00 and “Verizon 
Sued over problems with DSL”, Lexington Herald-Leader 1/18/01. 
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TARIFF F.@t NO. 1 
6TH REVISED PAGE 2-51 
CANCELS 5TH REVISED PAGE 2-51 

BELLSOUTH TELECOMMU ick TIONS, INC.  
BY: 0 e r a t i o n s  Manager - P r i c i n g  

dG57, 675 W .  Peachtree S t . ,  N.E. 
At lanta,  Georgia 30375 

ISSUED: APRIL 28, 1999 EFFECTIVE: MAY 13, 1999 

ACCESS SERVICE 

2 - General Regulations (Cont'd) 

2.6 D e f i n i t i o n s  (Cont'd) 

At tenuat ion D i s t o r t i o n  

The term "At tenuat ion D i s t o r t i o n "  denotes the  d i f f e r e n c e  i n  l o s s  a t  s p e c i f i e d  
f requencies r e l a t i v e  t o  the  loss a t  1004 Hz, unless otherwise spec i f i ed .  

- B8ZS 

The Term "B8ZS" (B ipo la r  w i t h  8 Zero Subs t i t u t i on )  denotes a l i n e  code which 
a l l ows  t r a n s p o r t  o f  an a l l - z e r o  oc te t  over a High Capacity DS1 (a.k.a. 
Bel lSouth SPA D S l )  channel. B8ZS enables Clear Channel C a p a b i l i t y  on a High 
Capacity D S 1  (a.k.a. Bel lSouth SPA OS1) service.  

Balance (100 TvPe) Test Line 

The term "Balance (100 Type) Test Line" denotes an arrangement i n  an end 
o f f i c e  which provides f o r  balance and noise tes t i ng .  

Basic Serv ice Element 

The term Basic Service Element denotes an opt ional  network c a p a b i l i t y  
associated w i t h  a Basic Serving Arrangement. 

Bel 1 South ADSL Servi  ce 

The t e r n  "Bel lSouth ADSL Service'' denotes a t ransmission se rv i ce  t h a t  prov ides 
high-speed transmission paths f o r  voice, data, and mult i-media communications. 

Bel 1 South D i r e c t  Access t o  D i  r e c t o r v  Assistance 

The term "Bel 1 South D i  r e c t  Access t o  D i rec to ry  Assi stance" denotes t h e  
r o v i s i o n  of  d i r e c t  access t o  Bel lSouth's D i rec to ry  Assistance L i s t i n g  

batabase, D i r e c t o r y  Assistance Search App l i ca t i on  and Database Admin i s t ra t i on  
C a l l  Control  t o  enable a customer t o  provide voice D i r e c t o r y  Assistance 
Serv ice t o  i t s  end users. 

Bel 1 South D i r e c t  Access t o  D i  r ec to rv  Assistance Locat ion 

The term "Bel 1 South D i r e c t  Access t o  D i rec to ry  Assistance Locat ion" denotes 
the  Telephone Com any l o c a t i o n  f o r  t he  D i rec to ry  Assistance L i s t i n g  Database, 

Company w i  11 prov ide Bel 1 South D i r e c t  Access t o  D i rec to ry  Assistance from i t s  
l o c a t i o n  as s p e c i f i e d  i n  the  NATIONAL EXCHANGE CARRIER ASSOCIATION, INC., 
TARIFF F.C.C. NO. 4. 

t h e  DA Search App 7 i c a t i o n ,  and the Database Admin is t ra t ion Ca l l  Contro l .  The 
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BELLSOUTH T E L E C O M M U ~ T I O N S ,  INC. 

ISSUED: AUGUST 18, 1998 EFFECTIVE: SEPTEMBER 2, 1998 

TARIFF F.@. NO. 1 
BY: Operations Manager - Pricing 3RD REVISED PAGE 5-9 

CANCELS 2ND REVISED PAGE 5-9 29657, 675 W. Peachtree St., N.E. 
Atlanta, Geor ia 30375 

ACCESS SERVICE 

SPA) Service (Cont'd) 
5 - Ordering Options for BellSouth SWA and Special Access (a.k.a. BellSouth 

5.2 (Cont'd) 
~5 SprVirp ! a . h  R p l l S o u t h d  Rpll%u&M.!& 
rvi ce 

(A) For all Special Access (a.k.a. BellSouth SPA) Services other than 
BellSouth ADSL service, the customer must specify the customer premises 
or Hubs involved, the channel t pe (e 

BellSouth High Ca acity), etc.), the channel interface, technical 

., Video (a.k.a. BellSouth SPA 
Video), Voice Grade (a.k.a. Bel Y South '8 PA DSO VG), High Capacity (a.k.a. 

specification pac R age and options desired. When ordering Voice Grade 
a.k.a. BellSouth SPA DSO VG local channels and associated voice grade 
a.k.a. BellSouth SPA DSO VG interoffice channels, the customer must 

BellSouth SPA DSO VG) Rate Stability Plan. For multipoint services the 
channel interface at each premises may, at the request o f  the customer, 
be different but all such interfaces shall be com atible. When 
establishing Special Access (a.k.a. BellSouth SPA P Service under the 
Shared Network Arrangement, the host subscriber must coordinate with 
each service user the design, testing and maintenance of the service. 
Additionall , the service user must provide to the BellSouth Telephone 
Companies t i e Connecting Facility Arrangement (CFA) and the High 
Ca acity (a.k.a. BellSouth SPA High Capacity) Billing Account Number 
(HEAN) of the host subscriber. 

For BellSouth ADSL service the Customer must specify the Customer 
commitment 1 eve1 , Customer electronic mai 1 address, conf i rmat ion o f  an 
end-user letter of authorization, end-user's Telephone Exchange service 
provider, Network Service Provider and in-service telephone number, tyEe 
o f  request, BellSouth XAATMS Port, and the circuit identification of t e 
transport faci 1 i ty between the Customer's premises and its Serving Wire 
Center. 

specify the Facility Hubs involved, if ap licable, the channel t pe 

interface and any options desired. When establishing Be South SWA 
Transport Services under the Shared Network Arrangement, the host 
subscriber must coordinate with each service user the design testing and 
maintenance of the service. Additionall , the service user must provide 
Arrangement (CFA) and the Billing Account Number (BAN) o f  the host 
subscriber. 

specify I whether they are to b e billed under the Voice Grade (a.k.a. 

(6) For BellSouth SWA Dedicated Transport Services, the customer must 
$I Ii (e.g. BellSouth SWA Voice Grade, BellSout I: SWA DS1, etc. 

to BellSouth Telecommunications, Inc., t K e Connecting Facility 

the c annel 
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BELLSOUTH ~MC~MN@TIONS, I N c .  TARIFF F.C@, NO. 1 
BY: Operations Manager - P r i c i n g  4TH REVISED PAGE 5-11.0.1 

CANCELS 3RD REVISED PAGE 5-11.0.1 29657, 675 W. Peachtree S t . ,  N.E. 
A t l an ta ,  Georgia 30375 

ISSUED: AUGUST 18, 1998 EFFECTIVE: SEPTEMBER 2, 1998 

ACCESS SERVICE 

5 - Order ing Options f o r  Bel lSouth SWA and Special Access (a.k.a.6ellSouth 
SPA) Service (Cont'd) 

. .  5.2.15 - 7 4  L n i a f a r ~  t o  SpeciflPd @?&inn SuPpWSysbx~ 

For any customer o f  Bel lSouth SWA and Special Access (a.k.a. Bel lSouth SPA) 
Service, o t h e r  than Bel lSouth ADSL Service, add i t i ona l  features a re  o f fe red .  
The fea tu res  i nc lude  a mechanized i n t e r f a c e  t o  the  t r o u b l e  r e p o r t i n g  system as 
i n d i c a t e d  i n  (A) f o l l o w i n  a mechanized i n t e r f a c e  t o  t h e  Preferred 
Interexchange C a r r i e r  ( P I f I ;  S t reet  Guide Val idat ion,  and v e r i f i c a t i o n  o f  
Connecting F a c i l i t y  Assignments (CFA and Network Channel I n t e r f a c e  Codes 

e l e c t r o n i c  i n p u t  and response format in format ion.  
(NC/NCI) . The Telephone Company w i l  1 provide Bel lSouth A 6 SL Service customers 

(A) The feature,  Trouble Admin is t ra t ion f o r  Access Services, a l lows t h e  
customer t o  e l e c t r o n i c a l l y  perform the  fo l l ow ing :  

- Enter a Trouble Report - Re uest Trouble Report s ta tus 

- Modi f y  Trouble Report a t t r i b u t e s  - V e r i f  r e p a i r  completion 

- Trouble Report a t t r i b u t e  value change 

- Ad ! Trouble Report in format ion 

- Cance r Trouble Report 

(6) The feature,  P I C  I n q u i r y  and Order, rovides t h e  Bel lSouth SWA Access 
Customers (BellSouth SWA FGD only)  t R e a b i l i t y  t o  perform t h e  f o l l o w i n g :  

- Telephone P I C  i n q u i r y  - Telephone P I C  change 

This  f e a t u r e  i s  on l y  f o r  access t o  the system. A l l  o the r  appropr 
P I C  charges as se t  f o r t h  i n  13.3.3 f o l l o w i n g  apply. 

a b i l i t y  t o  e l e c t r o n i c a l l y  v e r i f y  an end user s t r e e t  address f o r  t 
purpose o f  submi t t ing an accurate access serv ice request (ASR) . 

(C) The feature,  S t ree t  Guide Val idat ion,  provides t h e  customer w i t h  

a t e  

he 
e 

This  fea tu re  i s  a v a i l a b l e  t o  the customer i n  conjunct ion w i t h  t h e  
submission o f  an ASR f o r  the so le purpose of v a l i d a t i n g  the  s t r e e t  
address o f  an end user. Any other  use o f  t h i s  se rv i ce  i s  p roh ib i t ed .  

Channel/Interface Codes (NC/NCI) are rovided f o r  t he  so le pur  ose o f  

assignment (s )  and network channel / interface code(s) p r i o r  t o  submi t t i ng  
an access se rv i ce  request (ASR) . 
modem and Switched D ia l  Service o r  a P r i va te  L ine Service t o  a l o c a t i o n  
designated by t h e  Company a t  which the  Company provides access t o  these 
features.  
these features,  a Secur i ty  Card i s  required. The o rde r ing  cond i t i ons  f o r  
t h e  Secur i t y  Card are set  f o r t h  i n  13.3.12 fo l lowing;  

(D) The features,  Connecting F a c i l i t y  Assignment (CFA) and Network 

enabl ing the  customer t o  e lec t ron i ca l  7 y v e r i f y  connecting f a c i  Y i t y  

(E) To implement these features, the customer must prov ide a terminal  a 

I f  the  customer chooses t o  u t i l i z e  a d i a l  se rv i ce  t o  access 
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BELLSOUTH 'TELECOMMU TIONS, INC. TARIFF F.@ NO. 1 
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29657, 675 W. Peachtree S t . ,  N.E. 
A t l an ta ,  Georgia 30375 

ISSUED: AUGUST 18, 1998 EFFECTIVE: SEPTEMBER 2, 1998 

ACCESS SERVICE 

5 - Order ing Options f o r  Bel lSouth SWA and Special Access (a.k.a. Bel lSouth 
SPA) Service (Cont I d) 

i o n s  (Cont 'd)  5.3 h s s  Order Mndi f icat  . .  

(C)  (Cont'd) 

(3) - 
Except f o r  Bel lSouth ADSL service, t he  customer may request a design 
change t o  the  serv ice ordered. A design change i s  any change t o  an 
Access Order which requi res engineering review. 

ordered and t h e  requested changes t o  determine what changes i n  t h e  
design, i f  any, are necessary t o  meet the  changes requested by t h e  
customer. 
d e l e t i o n  o f  op t i ona l  features o r  funct ions o r  a change i n  t h e  t ype  of 
Bel 1 South SWA Transport Termination , type o f  channel i n t e r f a c e ,  type 
o f  I n t e r f a c e  Group o r  technica l  s p e c i f i c a t i o n  package. Design 
changes do not  inc lude a change o f  customer premises, end user 

e i  r t u a l  In terconnect ion Service D S 1  o r  DS 3 cross-connect element, o r  
Bel lSouth SWA and Special Access (a.k.a. Bel lSouth SPA) se rv i ce  
channel type. Changes o f  t h i s  nature w i l l  r e q u i r e  the  issuance o f  a 
new order  and the  cance l l a t i on  o f  the o r i  i n a l  order  w i t h  ap r o p r i a t e  

C i r c u i t s  are non-designed and the  customer may n o t  request a design 
change. 

Should a customer requested Design change be received on a pending 
access order  t h a t  r e s u l t s  i n  t h e  establ ishment o f  a new se rv i ce  date 
t h a t  exceeds the  o r i g i n a l  serv ice date by more than 30 days, t h e  
customer s h a l l  no t  be requi red t o  cancel and re issue a new order,  b u t  
s h a l l  be b i l l e d  a design change charge and a serv ice date change 
charge. 

The Telephone Company w i l l  review the  requested change, n o t i f y  t h e  
customer whether the change i s  a design change, i f  i t  can be 
accommodated and i f  a new serv ice date i s  required. 
author izes the  Telephone Company t o  proceed w i t h  t h e  design change, a 
Design Chan e Charge w i l l  appl . The Design Change Charge w i l l  apply  

design change. 

(C) 

An en i n e e r i n g  
review i s  a review by Telephone Company personnel o f  t E e se rv i ce  

Design changes inc lude such th ings  as t h e  a d d i t i o n  o r  

remi ses , end o f f i c e  switch , Basic Servi n Arrangement , Bel 1 South 

cancel 1 a t i o n  charges appl ied. Bel 1 South 1 DSL se rv i ce  V i  r t u a  7 

I f  t h e  customer 

on a per  o r  i e r  per occurrence i asis,  f o r  each order  r e q u i r i n g  a 
The appl icable charge i s :  

llsQc - 
ALL STATES H28 $39.93 

If a change o f  serv ice date i s  requi red the  Service Date Change 
Charge as se t  f o r t h  i n  (1) preceding w i l l  a l so  apply. 

Service I n s t a l l a t i o n  Guarantees, as se t  f o r t h  i n  2.4.9 preceding, a re  
n o t  appl i cab1 e f o r  Design Change Charges. 

********** 



BELLSOUTH TELECOMMU~TIONS, INC. 

ISSUED: AUGUST 18, 1998 EFFECTIVE: SEPTEMBER 2, 1998 

TARIFF F.C@ NO. 1 
BY: Operations Manager - P r i c i n g  7TH REVISED PAGE 5-20 

29657, 675 W .  Peachtree S t . ,  N.E. CANCELS 6TH REVISED PAGE 5-20 
At lanta,  Geor i a  30375 

ACCESS SERVICE 

5 - Order ing Options f o r  Bel lSouth SWA and Special Access (a.k.a. Bel lSouth 
SPA) Service (Cont'd) 

5.4Ga.nce1lation of an k x p q s  orde r  (Cont Id) 

(C) When a customer cancels an order serv ice f o r  LightGate se rv i ce  (a.k.a. 

o r  SMARTRing serv ice (a.k.a. Bel lSouth PA Dedicated Ring p r i o r  t o  t i? e 
Bel lSouth SPA Point  t o  Point  Network) s stem, Bel lSouth Dedicated Rin 

beginning o f  t he  selected serv ice er iod,  t he  customer w i  1 be l i a b l e  

r o v i s i o n i n g  the  LightGate serv ice (a.k.a. Be lSouth S A o i n t  t o  Po in t  
i e twork )  Bel 1 South Dedicated Ring o r  SMARTRi ng se rv i ce  (a. k .a 
Bel lSouth SPA Dedicated Rin ) as o f  the date t h e  order  i s  canle led by 
t h e  customer. The charges % i i l e d  t o  the  customer w i l l  no t  exceed an 
amount equal t o  the  minimum per iod f o r  t he  se rv i ce  as set  f o r t h  i n  7.4 
f o l l o w i n g  o f  t h i s  t a r i f f  a t  t he  month-to-month r a t e s  set  f o r t h  i n  7.5 
f o l l o w i n g  o f  t h i s  t a r i f f .  Such char es w i l l  be b i l l e d  i n  a d d i t i o n  t o  

preceding. 

Service Due Date no char es a p l y .  

on o r  a f t e r  t h e  DD w i l l  r equ i re  payment o f  a Termination L i a b i l i t y  
Char e and a l l  nonrecurr ing charges appropr ia te f o r  i n s t a l l a t i o n  of 

(E) When a customer cancels an order f o r  the discontinuance o f  service,  no 

(F) I f  t h e  Telephone Compan misses a serv ice date b more than 30 days due 

o f  God, governmental requirements, work stop ages and c i v i l  commotions), 

charges. 

1 
7 r4 

5 
f o r  a l l  c a p i t a l  expenses incurred E y the Tele hone Com an i n  

and subsequent t o  the cance l l a t i on  c ! arges set  f o r t h  i n  5.4 (B) 

cancelat ion of an order 3 1 :  o r  t e i n s t a l l a t i o n  o f  Bel lSouth ADSL se rv i ce  

B e l l  ! outh ADSL service.  

t o  circumstances over w K i c h  i t  has d i r e c t  contro f (excluding, e.g., a c t s  

t h e  customer may cancel the Access Order w i t  1 out i n c u r r i n g  cancel l a t i  on 

(D) When a customer cancels an order f o r  Bel lSouth ADSL se rv i ce  p r i o r  t o  t h e  
Except as s p e c i f i e d  i n  7.4.29(6), 

(T) 

(T) 

charges apply f o r  t he  cancel la t ion.  

. . .  5.5 SPlPct inn of F a C l h t l p s  f n r  A c c e s s d p r ~  

(A) When a customer places an Access Order, i t  may choose t o  u t i l i z e  
f a c i l i t i e s  i t  has a h i g h  capac i t y  

customer must request t h a t  

the Telephone Com any w i l l  
Order. I f  a f a c i l i t y  

as discussed i n  g.8 

under Special F a c i l i t i e s  Routing as set  f o r t h  i n  11. f o  Y lowing. 

(B) For a l l  o the r  Access Orders, t he  op t i on  t o  request a s p e c i f i c  
t ransmission path o r  channel i s  no t  provided except as rov ided f o r  

********** 



2ND REVISED PAGE 7-58.12 
CANCELS 1ST REVISED PAGE 7-58.12 

BELLSOUTH TELECOMMUN iFll TIONS, INC. 
BY: Operations Manager - Pricing 

ISSUED: MAY 18, 2000 
29657, 675 W. Peachtree St., N.E. 
At1 anta, Georgia 30375 

EFFECTIVE: MAY 19, 2000 
ACCESS SERVICE 

7 - Special Access (a.k.a. BellSouth SPA) Service (Cont'd) 
7.2 Service Descriptions (Cont'd) 

7.2.17 BellSouth ADSL Service 
(A) BellSouth ADSL service is intended as an industrial offering that is 

made available to Network Service Providers for rovision of high speed 
conditions set forth herein, for the establ i shment of a point-to-point 
Virtual Circuit (VC) between two customer designated locations. 
BellSouth ADSL service is primarily intended to provide a virtual 
circuit between an end-user 
(ISP) , Competitive Local Exchange Companies (CLEC), etc. , hereinafter 
referred to as customer, and the customer's location. The design, 
maintenance, and operation of BellSouth ADSL service contem lates 
using i n-servi ce, Tel ephone Company- rovi ded , compati bl e end-user 
Transfer Mode Service (XAATMS) and other appropriate transport 
faci 1 i ti es. The designated end-user premises 1 ocation must be served by 
an existing, in-service, Telephone Company provided exchange line 
facility and the desi nated customer location must be connected t o  

Bit Rate (UBR) transmission. Both the end-user and the customer 
designated 
services in order to establish a VC between the customer designated 
1 ocation and the customer-speci fi ed end-user premises 1 ocation. 
An in-service exchange line facility, as referred to in association with 
BellSouth ADSL service, is the serving Central Office line equipment and 
all the plant facilities up to and including the Telephone 
Company-provided Network Interface Device (NID) . 

data service to their customers, and provides su !l ject to the terms and 

Service Providers (NSP) , i nc r uding Internet/Intranet Service providers 
end-to-end communication consisting of combi nations of over 7 ay services 
premises exchange line facility, Bel 7 South Exchange Access Asynchronous 

Bel 1 South XAATMS, wit ?I the Bel 1 South XAATMS port enabled for Unspeci fi ed 

remises location designated by Network 

(C) 

remises must be in the same Local Access and Transport Area 
(LATA). Be 7 lSouth ADSL service utilizes the facilities used by these 

********** 



3RD REVISED PAGE 7-58.13 
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BELLSOUTH TELECOMMUN 
BY: Operations Manager - Pricing 

ISSUED: JULY 28, 8000 

29657, 675 W. Peachtree S t . ,  N . E .  
At lan ta ,  Geor i a  30375 

EFFECTIVE: AUGUST 12, 2000 
ACCESS SERVICE 

7 - Special  Access (a.k.a.  BellSouth SPA) Service (Cont 'd) 

7.2 Serv ice  DescriDtions (Cont'd) 

7.2.17 BellSouth ADSL Service (Cont 'd) 

(B) Bel 1 South ADSL s e r v i c e  i s  furnished where sui tab1 e f a c i  1 i t i  es a r e  
a v a i l a b l e  a s  determined by t h e  Telephone Compan . BellSouth ADSL 

Exchange C a r r i e r s  Association ( N . E . C . A . )  F . C . C .  T a r i f f  No. 4. 

t o  6.0 Mbps downstream and from 256 Kbps t o  896 Kbps upstream, i n  
combi nat ions a s  speci f i  ed fol  1 owi ng .  

s e r v i c e  Central Off ice  a v a i l a b i l i t y  wil l  be as  Y i s t e d  i n  the National 

( C )  BellSouth ADSL s e r v i c e  i s  a v a i l a b l e  a t  peak da ta  r a t e s  of from 384 Kbps 

Downst ream 
Mi n i  mum Maxi mum 

NA 1.5 Mbps 
768 Kbps NA 
1.5 Mbps 1.8 Mbps 
2.0 Mbps 4.0 Mbps 
4.0 Mbps 6.0 Mbps 
384 Kbps NA 
192 Kbps NA 

Upstream 
Minimum Maximum 

NA 256 Kbps 
512 Kbps NA 
512 Kbps 768 Kbps 
640 Kbps 896 Kbps 
640 Kbps 896 Kbps 
384 Kbps NA 
192 Kbps NA 

Actual d a t a  r a t e  achieved may be a f fec ted  by loo len  t h  and o t h e r  
f a c t o r s .  
the minimum data  r a t e s  i n  (2) through (7)  i n  order  t h a t  the achieved 
m i n i m u m  d a t a  r a t e  wi l l  equal o r  exceed the m i n i m u m  da ta  r a t e  s p e c i f i e d .  
The movement of da ta  i n  a d i r e c t i o n  away from the end-user premises, 
toward i t s  normal Serving Wire Center (SWC) , i s  i n  the u stream 
d i r e c t i o n .  
premises from i t s  normal SWC i s  i n  the downstream d i r e c t i o n .  

Month-to-month terms a r e  a v a i l a b l e  f o r  volume of s e r v i c e  l e v e l s ,  of 
Bel lSouth ADSL s e r v i c e  VCs a s  spec i f ied  i n  (C) (1) and (2) preceding, of 
from 51-5000, 5,001-7,500, 7,501-10,000, 10,001-40,000, and g r e a t e r  than 
40,000. 
24 months, and g r e a t e r  than 24 months, a r e  a v a i l a b l e  f o r  BellSouth ADSL 
s e r v i c e  VCs s e c i f i e d  in  ( C ) ( 3 )  through (7) preceding. 

customer-speci f i ed vol ume of servi  ce  commi tment 1 eve1 p r i o r  t o  
completion of the ap r o p r i a t e  twenty-four o r  t h i r t y - s i x  month i n i t i a l  

not permitted. 
volume commitments w i  11 be considered when determining t h e  achieved 
volume of s e r v i c e  l e v e l ,  per customer account. 

In some cases ,  the da ta  r a t e  provided 1 9  y Be lSouth may exceed 

The movement of da ta  i n  a d i r e c t i o n  toward t R e end-user 

Month-to-Month terms and var iab le  commitment per iods of 13 t o  

Except f o r  
changes broug R t about by the customer s attainment of t h e  

period of s e r v i c e ,  c 1 anges t o  volume of s e r v i c e  commitment l e v e l s  are 
Quant i t ies  of a l l  peak da ta  r a t e  opt ions a v a i l a b l e  with 

( D )  Mult ipoint  s e r v i c e  i s  not ava i lab le .  

(E) The regula t ions ,  r a t e s  and charges spec i f ied  i n  t h i s  t a r i f f  f o r  
BellSouth ADSL s e r v i c e  a r e  i n  addi t ion  t o  a p l i c a b l e  regula t ions ,  r a t e s  

, b u t  do not include any regula t ions ,  r a t e s  o r  charges which may 
and charges s p e c i f i e d  i n  th i s  and/or o ther  I? a r i f f s  of t h e  Telephone 

ied o r  charged t o  the end-user by the customer. 

********** 



2ND REVISED PAGE 7-58.14 
CANCELS 1ST REVISED PAGE 7-58.14 

BELLSOUTH TELECOMMUN 
BY: Operat ions Manager - P r i c i n g  

ISSUED: JULY 28, 8000 

29657, 675 W. Peachtree S t . ,  N.E. 
A t l a n t a ,  Geor i a  30375 

EFFECTIVE: AUGUST 12, 2000 
ACCESS SERVICE 

7 - Spec ia l  Access (a.k.a. Be l lSouth  SPA) Serv ice  (Cont 'd )  

7.2 Serv i ce  Desc r ip t i ons  (Cont 'd)  

7.2.17 Be l lSou th  ADSL Serv ice  (Cont 'd )  

(F) The maximum number o f  VCs pe r  exchange l i n e  f a c i l i t y  i s  one. 

(G) When two o r  more customers request t h e  Telephone Company t o  p r o v i d e  
Bel 1 South ADSL serv ice ,  and des ignate  t h e  same end-user premi ses served 
by t h e  same exchange l i n e  f a c i l i t y  as a customer designated l o c a t i o n ,  
Be l lSou th  ADSL s e r v i c e  w i l l  be p rov ided t o  t h e  customer t h a t  p rov ides  
t h e  Telephone Company w i t h  a w r i t t e n  l e t t e r  o f  a u t h o r i z a t i o n  f rom t h e  
end-user s e l e c t i n g  t h e  customer as t h e  end-user'  s s e r v i c e  p r o v i d e r .  
Telephone Company w i l l  honor t h e  l a s t  l e t t e r  o f  a u t h o r i z a t i o n  as 
determined by t h e  da te  o f  t h e  l e t t e r  executed by t h e  end-user. 

The 

(H) The r e s p o n s i b i l i t y  o f  t h e  Te 
f u r n i s h i n g  and maintenance o 
t h e  end-user remises Networ 

f u r n i s h i n  o f  such se rv i ce .  

i n-se rv i  ce f a c i  1 i ty, f o r  Bel 

(1) The Telephone Company sha 
o p e r a t i  on, o r  mai ntenance 

des ignated  Be Y 1 South XAATMS 

exchange 3 i n e  f a c i l i t y  t o  de 

e hone Company s h a l l  be l i m i t e d  t o  t h e  
Eel 1 South ADSL s e r v i  ce , general 1 y between 
I n t e r f a c e  Device (NID)  and t h e  customer 's 

oca t ion ,  i n  a manner p r o  e r  f o r  t h e  

ermine t R e s u i t a b i l i t y  o f , t h e  e x i s t i n g ,  
South ADSL se rv i ce .  

(T) 

The Te le  hone Company w i  7 1 q u a l i f y  t h e  

1 n o t  be respons ib le  f o r  i n s t a l l a t i o n ,  
o f  any te rm ina l  equi pment o r  communi c a t i  ons 

Where such equipment o r  system p rov ided  by a customer o r  end-user. 
system i s  connected t o  Te le  hone Company f a c i l i t i e s  t h e  

c o n d i t i o n s  as se t  f o r t h  i n  t h i s  t a r i f f .  

r e s p o n s i b i l i t  o f  t h e  Telep R one Company s h a l l  be l i m i t e d  t o  
f u r n i s h i n g  Be r lSou th  ADSL s e r v i c e  i n  accordance w i t h  t h e  terms and 

The Telephone Company shal  
n o t  be respons ib le  f o r :  

(a) t h e  t ransmiss ion  o f  s i g n a l s  generated by such equipment o r  system, 

(b) t h e  r e c e p t i o n  o f  s i g n a l s  by such equipment o r  systems, o r  

(c) damage t o  a te rm ina l  o r  computer equipment o r  communications system 

o r  f o r  t h e  q u a l i t y  o f ,  o r  de fec ts  i n ,  such t ransmiss ion ,  o r  

p rov ided  by a customer o r  end-user due t o  t e s t i n g .  

********** 



2ND REVISED PAGE 7-58.15 
CANCELS 1ST REVISED PAGE 7-58.15 

BELLSOUTH TELECOMMUN I@ IONS, INC. 
BY: Operations Manager - Pricing 

ISSUED: AUGUST 25, 1999 
29657, 675 W. Peachtree St., N.E. 
Atlanta, Georgia 30375 

EFFECTIVE: SEPTEMBER 9, 1999 
ACCESS SERVICE 

7 - Special Access (a.k.a. BellSouth SPA) Service (Cont'd) 
7.2 Service DescriDtions (Cont'd) 
7.2.17 BellSouth ADSL Service (Cont'd) 

(H) (Cont'd) 
The Telephone Company shall not be responsible to the customer or 
end-user i f changes i n any Tel ephone Company faci 1 i ti es, operations , 
or procedures utilized in the furnishing of BellSouth ADSL service 
render any facilities or equipment provided by a customer or end-user 
obsolete, or require modification or alteration of such equipment or 
system, or otherwise affects its use or performance. It is expressly 
declared that metallic facilities are in a continually decreasing 
supply and that the Telephone Company does not hold itself in a 
position to warrant their availabilit . Should Telephone Company 
incapable of transporting Bel 1 South ADSL service, the Telephone 
Company will not be required to continue the BellSouth ADSL service, 
and the customer will not be liable for any Termination Liability 
Charges (TLC). 

initiated changes occur that render t x e exchange line facility 

(3 )  The Telephone Company undertakes to maintain and repair the 
facilities which it furnishes. The customer or end-user may not 
rearrange, disconnect, remove or attem t to repair any equipment 

the Telephone Company. 
installed by the Telephone Company wit R out prior written consent of 

(I) The customer is responsible for installation and/or testing of customer 
or end-user premises equipment or facilities to ensure that when 
connected to BellSouth ADSL service such end-user premises equipment or 
facilities operate properly. 

(1) The customer shall or arrange for the end-user to cooperatively test 
with the Telephone Company as may be necessary. 

ensure the continuing 
(CPE) at the end-user 
be responsible for any expenses incurred for required changes to 
customer and/or end-user equipment or facilities in order to make 
such equi pment or faci 1 i ti es compatible with Bel 1 South ADSL service. 

(2) It shall be the responsibilit customer and/or end-user to 
Premi ses Equi pment 

and/or end-user shall 

(3 )  If requested by the Telephone Company, the customer ordering 
BellSouth ADSL service must produce a letter of authorization from an 
end-user requesting that the customer obtain a high speed data 

Bel 1 South ADSL servi ce connection t o  the end-user ' s  premi ses usi ng 
provided by the Tel ephone Company. 

(J) Technical Specifications Package 
Service specifications for Bel 1 South ADSL serv 
Techni cal Reference TR-73612. 

ce are contained in 

(x) Issued under the authority of Special Permission 99-154 

********** 



BELLSOUTH TELECOMMUN @ TIONS. INC.  TARIFF F.C. Q NO. 1 
BY: Operat ions Manager - P r i c i n g  16TH REVISED PAGE 7-79 

29657. 675 W. Peachtree S t . .  N.E. CANCELS 15TH REVISED PAGE 7-79 
A t l a n i a ,  Geor i a  30375 

ISSUED: JULY 28, $000 EFFECTIVE: AUGUST 12, 2000 

ACCESS SERVICE 

7 - Spec ia l  Access (a.k.a. Be l lSouth  SPA) Serv ice  (Cont 'd)  

7.4 Rate Requ la t ions  (Cont 'd)  

7.4.3 Messaqe S t a t i o n  Equipment Recovery Charqe (Cont ' d )  

Pursuant t o  CC Docket 83-1145 Memorandum 0 i n i o n  and Order adopted by t h e  

9, 1984, t h i s  char e i s  assessed o n l y  t o  those customers t o  which t h e  Spec ia l  

S t a t i o n  Equipment Recovery Charge i s  s e t  f o r t h  i n  7.5.10 f o l l o w i n g .  

7.4.4 Minimum Periods 

The minimum s e r v i c e  p e r i o d  f o r  a l l  se rv i ces  i s  one month except as s p e c i f i e d  
f o l l o w i n g .  The minimum s e r v i c e  p e r i o d  f o r  p a r t - t i m e  and occasional  Broadcast 
Q u a l i t y  Video (a.k.a. Be l lSouth  SPA Broadcast Q u a l i t y  Video), DS3 D i  i t a 1  
Video (a.k.a. Be l lSou th  SPA DS3 D i g i t a l  Video) and Program Audio (a.&.a 
Be l lSou th  SPA Program Audio) se rv i ces  i s  one day ( i .e. ,  a cont inuous 241hour 

Fe rv i ces  i s  s p e c i f i e d  i n  t h e  I n d i v i d u a l  Case Basis F i l i n g  TRe minimum 
s e r v i c e  p e r i o d  f o r  SMARTRing s e r v i c e  (a.k.a. Be l lSouth  SPA Dedicated Ring) i s  
f o u r  months. The minimum s e r v i c e  per iods  f o r  LightGate s e r v i c e  (a.k.a. 
Be l lSou th  SPA P o i n t  t o  P o i n t  Network) a re  s p e c i f i e d  i n  7.4.9 f o l l o w i n g .  The 
minimum s e r v i c e  p e r i o d  f o r  DS1  A l t e r n a t e  Serving Wire Center Serv ice  i s  12 
months. The minimum s e r v i c e  p e r i o d  f o r  SMARTPath s e r v i c e  (a. k.a. Be l lSou th  
SPA DS1 Shared Ring) i s  f o u r  months. The minimum s e r v i c e  p e r i o d  f o r  SMARTPath 
DS3 Transpor t  (a.k.a. Be l lSou th  SPA DS3 Shared Ring) s e r v i c e  i s  12 months. 
The minimum s e r v i c e  p e r i o d  f o r  each Be l lSouth  ADSL s e r v i c e  V C  a t  a da ta  r a t e  
as s p e c i f i e d  i n  7.2.17(C)( l )  and (2) i s  6 months. The minimum s e r v i c e  p e r i o d  
f o r  each Be l lSou th  ADSL s e r v i c e  VC a t  a da ta  r a t e  as s p e c i f i e d  i n  7.2.17(C)(3) 
th rough (7),  and having a customer-speci f ied commi tment e r i o d  o f  l e s s  than 13 

a cus tomer-spec i f ied  commitment p e r i o d  equal t o  o r  g r e a t e r  t an 13 months, and 
l e s s  than 25 months, i s  13 months. 
Be l lSou th  ADSL s e r v i c e  VC a t  a da ta  r a t e  as s p e c i f i e d  i n  7.2.17(C)(3) th rough 
(7), and hav ing  a cus tomer-spec i f ied  commitment p e r i o d  equal t o  o r  g r e a t e r  
than 25 months, i s  25 months. 

Federal Communications Commission on Novem E e r  8, 1984 and re leased on November 

Access (a.k.a. Bel 9 South SPA) Surcharge app l i es .  The r a t e  f o r  t h e  Message 

e r iod ,  n o t  1 i m i t e d  t o  a calendar day). The minimum s e r v i c e  e r i o d  f o r  I C B  

months, i s  3 months. The minimum s e r v i c e  e r i o d  f o r  eac R Be l lSou th  ADSL 
s e r v i c e  V C  a t  a da ta  r a t e  as s p e c i f i e d  i n  P .2.17(C) (3) t h r o u  h (7), and hav ing  t 

The minimum s e r v i c e  p e r i o d  f o r  each 

********** 



4TH REVISED PAGE 7-103.23 
CANCELS 3RD REVISED PAGE 7-103.23 

BELLSOUTH TELECOMMUN lcbr IONS, INC. 
BY: Operations Manager - Pricing 

ISSUED: JULY 28, 8 000 
29657, 675 W .  Peachtree St., N.E. 
Atlanta, Geor ia 30375 

EFFECTIVE: AUGUST 12, 2000 
ACCESS SERVICE 

7 - Special Access (a.k.a. BellSouth SPA) Service (Cont'd) 
7.4 Rate Requlations (Cont 'd) 
7.4.29 BellSouth ADSL Service 

(A) Monthly rates and nonrecurring charges apply as specified in 7.5.21 
following, and reflect the cost of providing BellSouth ADSL service to 
the customer, but do not reflect any additional incremental cost 
associated with providing service to customers of a NSP. The minimum 
uantity of BellSouth ADSL service VCs specified in 7.2.17(C)(l) and 
72) to which the customer can commit is 51. The minimum quantity of 
BellSouth ADSL service VCs specified in 7.2.17(C)(3) through (7) to 
which the customer can commit is 1. 

(B) A monthly recurring rate will be billed to the customer for each 
end-user premises to which the customer has a VC established using 
BellSouth ADSL service. 
specified in 7.2.17(C)(l) and (2) will be determined b the number of 
customer account. The initial month1 rate for data rate options 
specified in 7.2.17(C)(3) through (7 will be determined b the 
establishment of the customer account. The volume of service level 
designated by the customer for data rate options specified in 
7.2.17(C)(l) and (2) cannot be lowered during the initial service 
period. 
In addition to month-to-month (MTM) rates, customer-selected commi tment 
periods of from 13 to 24 months, and 25 months or greater, are 
available for data rate options specified in 7.2.17(C) (3) through (7). 
When the customer orders service for these data rate options, the 
customer must designate to the Telephone Company the commitment and 
optional commitment period desired, e.g. a commitment of 20 months and 
a 13 to 24 month commitment period. 
Rates stabi 1 i zed under customer-sel ected commi tment periods of from 13 
to 24 months, and 25 months or greater, are exempt from Tele hone 
the customer. In the event that a VC is disconnected at customer 
request prior to compl eti on of a customer-sel ected commi tment period i n 
excess of 12 months, the customer will be required to pay a termination 
charge as speci fi ed in (G) foll owing. The customer-designated 
commitment and commitment period may not be reduced, however, renewals 
of the existing VC and data rate, at the same end-user premises are 
allowed at rates and terms and conditions a ropriate for new service. 
services. 

The initial monthly rate for data rate options 
VCs to which the customer commits beginning with estab Y ishment o f  the 

commitment period designated by the 7 customer beginning wit $I 

Company-i ni ti ated increases. However, decreases wi 1 1  flow t 1: rough to 

The VC nonrecurring charges are not applica E! e for the renewed 

********** 



TARIFF F . C P N O .  1 
4TH REVISED PAGE 7-103.24 
CANCELS 3RD REVISED PAGE 7-103.24 

BELLSOUTH TELECOMMUN @r IONS, INC. 
BY: Operations Manager - Pricing 

29657. 675 W .  Peachtree St., N.E. 
Atlanta, Geor ia 30375 

ISSUED: JULY 28, 8000 EFFECTIVE: AUGUST 12, 2000 
ACCESS SERVICE 

7 - Special Access (a.k.a. BellSouth SPA) Service (Cont'd) 
7.4 Rate Requlations (Cont'd) 
7.4.29 BellSouth ADSL Service (Cont'd) 

(B) (Cont'd) 
Subse uent to the establishment of a customer-selected commitment 
perio 3 longer than 12 months, and prior to completion of that 
the existing commitment and commitment period may be replaced y a 
currently offered commi tment and commitment period having a length 
equal to or longer than the time remaining in the existing arrangement. 
The appropriate rates will be as if for new service. Nonrecurring 
charges will not be re-applied for these renewals, and no credit will 
be provided for payments made during the former1 selected period. 
the exi sti n arrangement wi 1 1  resul t in appl i cation of termination 

Recognition of 
previous service will not be a factor in determination of rates 
appropriate for a renewed arrangement. 

(C) For VC data rate options specified in 7.2.17(C)(l) and ( Z ) ,  customers 
specifying volume of service levels of from 51 to 40,000 VCs on billing 
accounts across the region will be allowed an initial period of 
twenty-four months, beginning with establishment of the first billing 
account, to attain the customer-specified volume level. 
specifying a volume of service level of more than 40,000 VCs on billing 
accounts across the region will be allowed an initial period of 
thirty-six months from establishment of the first billing account to 
attai n the customer-speci f i ed vol ume 1 evel . 

(D) For VC data rate options s ecified in 7.2.17(C)(l) and ( Z ) ,  a review by 

(TI 
Eeri Od 

Changes to a commitment or commitment period wit K a length shorter than 
liability c fl arges as specified in G. following. 

(T) 

(T) 

Customers 

(T) the Telephone Company of t R e quantity of VCs billed to each customer's 
i ni ti a 7 period appropriate for the customer-speci fied vo ! ume of service billin accounts across the region will occur at the com letion of the 
1 evel . Beginning with completion of the twenty-four or thi rty-six 
month initial period, or u attainment of the customer-specified 
volume of service level , t roduct of a rate a for the 
quantity of VCs verified e last Friday of t 
mu1 tip1 ied by the corresponding quantity of VCs , 
customer's monthly bill following the current 
benefit from rates appropriate for higher volume of service levels, in 
the case of a customer surpassing their initial volume of service level 
commitment prior to completion o f  the twenty-four or thirty-six month 
initial period, the customer must notify the Telephone Company of that 
accomplishment. 

********** 



ORIGINAL PAGE 7-103.24.0.1 
BELLSOUTH TELECOMMUN @r IONS, INC. 
BY: Operations Manager - Pricing 

29657, 675 W .  Peachtree S t . ,  N . E .  
A t 1  a n t a ,  Georgi a 30375 

ISSUED: AUGUST 25, 1999 EFFECTIVE: SEPTEMBER 9 ,  1999 

ACCESS SERVICE 

7 - Special  Access (a.k.a. BellSouth SPA) Serv ice  (Cont 'd) 

7.4 Rate Requlations (Cont 'd) 

7.4.29 BellSouth ADSL Service (Cont 'd) 

( E )  U on completion of the twenty-four o r  t h i r t y - s i x  month i n i t i a l  period 

s h o r t f a l l  charges wil l  apply f o r  f a i l u r e  to. a t t a i n  the VC volume of 
s e r v i c e  commitment level  desi nated by t h e  customer. The s h o r t f a l l  

a Y lowed f o r  da ta  r a t e  opt ions spec i f ied  i n  7 .2 .17(C)( l )  and ( 2 ) ,  

e wi l l  be an amount equa 7 t o  the in-serv ice  quant i ty  of VCs a t  
e t i o n  of the i n i t i a l  period mult ipl ied by 50%, mul t ip l ied  by the 

of i n i t i a l  period months appropriate  f o r  the volume of service 
leve l  t o  which the customer subscribed, mul t ip l ied  by the d i f f e r e n c e  
between the r a t e  appropriate  f o r  the in-serv ice  quant i ty  a t  completion 
of the i n i t i a l  period and t h e  r a t e  a ro  r i a t e  f o r  the committed 

commits t o  10,001 e Cs b u t  a t t a i n s  only 7,000 VCs, and having a $4 
d i f f e r e n c e  i n  appl icable  r a t e ,  i s  as  follows: 

- 7000 VCs x 50% x 24 months x $4 = $336,000 

quant i ty .  An exam l e  of t h e  s h o r t f a  R c I: arge f o r  a customer t h a t  

S h o r t f a l l  charges a r e  reduced by 2.5% f o r  each f u l l  

commitment level  t h a t  t h e  customer achieved a r e  appl icable  t o  the t o t a l  
s h o r t f a l l  charge. No reduct ions wil l  apply f o r  VC q u a n t i t i e s  g r e a t e r  
than 100% of the customer-specified commitment l e v e l .  
s h o r t f a l l  reduction c a l c u l a t i o n  i s  a s  follows: 

ercentage point  
(rounded t o  the c l o s e s t  whole number) above 60% of t R e customer 's  

An example of the 

- 7000 (customer achieved) divided by 10001 (customer s p e c i f i e d  
commitment) and rounded t o  the c l o s e s t  whole number = 70% 

- Full percentage poin ts  above 60% of customer-specified commitment = 10 - 10 times 2.5% = 25% 
- 25% of $336,000 = reduction o f  $84,000 

336,000 s h o r t f a l l  charge minus $84,000 reduction = $252,000 
252,000 i s  the reduced s h o r t f a l l  charge 

N 
N 
N 
N 
N 
N 

Certain mater ia l  appearing on this  page previously appeared on 3rd Revised 
Page 7-103.24 

********** 



3RD REVISED PAGE 7-103.24.1 
CANCELS 2ND REVISED PAGE 7-103.24.1 

BELLSOUTH TELECOMMUN 
BY: Operat ions Manager - P r i c i n g  

ISSUED: JULY 28, !!OOO 
29657, 675 W .  Peachtree S t . ,  N.E. 
A t l an ta ,  Geor i a  30375 

EFFECTIVE: AUGUST 12, 2000 
ACCESS SERVICE 

7 - Spec ia l  Access (a.k.a. Be l lSouth  SPA) Se rv i ce  (Cont 'd )  

7.4 Rate Requ la t ions  (Cont 'd )  

7.4.29 Be l lSou th  ADSL Serv ice  (Cont 'd )  

(F) A move charge a p p l i e s  f o r  each Be l lSouth  ADSL s e r v i c e  VC moved t o  an Q 
end-user 's  new premises as designated by t h e  customer. 
equal t o  t h e  sum o f  a l l  t h e  nonrecur r ing  charges a p p l i c a b l e  f o r  a new 
i n s t a l l a t i o n  o f  Be l lSouth  ADSL se rv i ce .  

I f  Be l lSou th  ADSL s e r v i c e  i s  a v a i l a b l e  a t  t h e  end-user 's new premises as 
des ignated  b t h e  customer, no Terminat ion L i a b i l i t  Charge i s  

VC a t  t h e  end-user 's new premises and disconnect a Be l lSouth  ADSL 
s e r v i c e  V C  a t  t h e  end-user 's  o l d  premises a r e  f o r  t h e  same end-user, 
bo th  o rde rs  a r e  r e l a t e d  together ,  and t h e r e  i s  no l a  se i n  s e r v i c e  

I f  Be l lSou th  ADSL s e r v i c e  i s  n o t  a v a i l a b l e  a t  t h e  end-user 's  new 

as a d iscont inuance o f  s e r v i c e  a t  t h e  o l d  premises and t h e  c u s t o m e r ' w i l l  
remain respons ib le  f o r  s a t i s f y i n  minimum p e r i o d  o b l i g a t i o n s .  I f  

Th is  charge i s  

a p p l i c a b l e  w i en t h e  s e r v i c e  orders  t o  i n s t a l l  a Bel Y South ADSL s e r v i c e  1) 
between i n s t a l  1 a t i  on and d i  sconnect i  on o f  a Bel 1 Sout R ADSL s e r v i  ce VC. 

ap r o p r i a t e ,  a Terminat ion L i a b i  ? i t y  Charge as s p e c i f i e d  i n  (G) 
f o  !i lowing  w i l l  apply.  

premises as designated by t h e  customer, t h e  move request  w i l l  be t r e a t e d  

(G) A Terminat ion  L i a b i l i t y  Char e (TLC) i s  ap l i c a b l e  f o r  VCs a t  da ta  
r a t e s  s p e c i f i e d  i n  7.2.17(C)Q1) through (77,  on a p e r  end-user bas is ,  
t h a t  a r e  disconnected p r i o r  t o  complet ion o f  t h e  approp r ia te  m nimum . .  . 
s e r v i  ce p e r i  od as spec? f i ed i n 7.4'. 4 precedi  ng . 
The TLC f o r  VC da ta  r a t e s  s p e c i f i e d  i n  7.2.17(C)(l)  and (2) i s  

T a r i f f  Reference VC Data Rate 
256 Kbps x 1.5 Mbps 
512 Kbps x 768 Kbps 200.00 

For VCs a t  da ta  r a t e s  s p e c i f i e d  i n  7.2.17(C)(3) through (7.) t h a t  a r e  
p rov ided  on a month-to-month bas i s  and have a customer-designated 
commitment o f  12 months o r  l ess ,  b u t  a re  disconnected p r i o r  t o  
comple t ion  o f  t h e  minimum s e r v i c e  p e r i o d  s p e c i f i e d  i n  7.4.4 preceding, 
t h e  TLC i s  e ua l  t o  t h e  number o f  minimum s e r v i c e  p e r i o d  months, l e s s  

monthly r a t e  f o r  t h e  data r a t e  o p t i o n  t o  whic t h e  customer subscr ibed. 
T h i s  TLC w i l l  n o t  exceed t h e  monthly r a t e  f o r  t h e  o p t i o n  t o  which t h e  
customer subscribed, m u l t i p l i e d  by t h e  minimum s e r v i c e  p e r i o d  months as 
s p e c i f i e d  i n  7.4.4. 

R t h e  number o 8 months completed serv ice ,  m u l t i  l i e d  by t h e  a p p r o p r i a t e  VC 

C e r t a i n  m a t e r i a l  p r e v i o u s l y  appearing on t h i s  page now appears on 2nd Revised 
Page 7-103.24.2 
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2ND REVISED PAGE 7-103.24.2 
CANCELS 1ST REVISED PAGE 7-103.24.2 

BELLSOUTH TELECOMMUN @ I O N S ,  INC.  
BY: Operat ions Manager - P r i c i n g  

29657. 675 W. Peachtree S t . .  N.E. 
A t l a n t a ,  Georgia 30375 

ISSUED: JULY 28, 2000 EFFECTIVE: AUGUST 12, 2000 

ACCESS SERVICE 
lSouth  SPA) Se rv i ce  (Cont 'd)  7 - Spec ia l  Access (a.k.a. Be 

7.4 Rate Requ la t ions  (Cont 'd)  

7.4.29 Be l lSou th  ADSL Serv ice  (Cont'd) 

(G) Cont 'd  

The TLC f o r  VCs a t  da ta  r a t e s  s p e c i f i e d  i n  7.2.17(C)(3) th rough (7) 
having a customer-selected commitment p e r i o d  g r e a t e r  than 12 months, 
d isconnected p r i o r  t o  complet ion o f  t h e  commitment and p r i o r  t o  
comple t ion  o f  13 months serv ice ,  i s  equal t o :  

but 

Commi tment Per iod  o f :  
Minimum Downstream From 13 To 25 Months 

Data Rate 24 Months 
1.5 Mbps 
2.0 Mbps 500.00 
4.0 MbDs 500.00 
384 Kbbs 
192 Kbps 9;::: :: 400.00 

400.00 

The TLC f o r  VCs a t  da ta  r a t e s  s p e c i f i e d  i n  7.2.17(C)(3) th rough (7) 

disconnected p r i o r  t o  complet ion o f  t h e  commitment, p r i o r  t o  comple t ion  
o f  25 months s e r v i c e  and subsequent t o  complet ion o f  13 months se rv i ce ,  
i s  equal t o :  

hav ing  a customer-selected commitment p e r i o d  g r e a t e r  than 24 months, b u t  

Commi tment Per iod  of: 
Minimum Downstream 25 Months 

Data Rate 
1.5 Mbps 
2.0 MbDs 
4.0 Mbps 
384 Kbps 
192 Kbps 

TLC does n o t  app ly  i f :  

500.00 
200.00 
200.00 

A customer cannot synchronize i t s  t e rm ina l  equipment w i t h  Bel 
ADSL s e r v i c e  equipment, o r  

C e r t a i n  m a t e r i a l  now appearing on t h i s  page p r e v i o u s l y  appeared on 2nd Revised 
Page 7-103.24.1 

R 

South 

C e r t a i n  m a t e r i a l  p r e v i o u s l y  appearing on t h i s  page now appears on 1 s t  Revised 
Page 7-103.24.3 
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1ST REVISED PAGE 7-103.24.3 
CANCELS ORIGINAL PAGE 7-103.24.3 

BELLSOUTH TELECOMMUN Ichr IONS, INC. 
BY: Operations Manager - Pricing 

29657. 675 W .  Peachtree S t . ,  N .E .  
At lan ta ,  Geor i a  30375 

ISSUED: JULY 28, !a00 EFFECTIVE: AUGUST 12, 2000 

ACCESS SERVICE 

7 - Special  Access (a.k.a.  BellSouth SPA) Service (Cont'd) 

7.4 Rate Requlations (Cont 'd) 

7.4.29 BellSouth ADSL Service (Cont'd) 

(G) Cont 'd 

(2) A BellSouth ADSL s e r v i c e  VC i s  disconnected p r i o r  to,completion of 
the appropr ia te  minimum s e r v i c e  e r iod  as  a r e s u l t  of a customer 

downstream da ta  r a t e :  
requested change t o  a higher o r  Y ower peak m i n i m u m  o r  maximum 

t o  a V C  having a K igher  downstream peak da ta  r a t e .  However, a new 

t h i s  change wil l  E e the sum of a l l  nonrecurring charges appropr ia te  

When requested, the appro r i a t e  charge f o r  th i s  c R ange wi l l  be the 
sum of a l l  nonrecurring c R arges  appropriate  f o r  provisioning of new 

f o r  the new da ta  r a t e  spec i f ied  i n  P .5.21 following 

the min imum s e r v i c e  period as  spec i f ied  i n  ( A  P and 

(a)  TLC wil l  not appl f o r  changes from the cur ren t  VC peak da ta  r a t e  

min imum s e r v i c e  period as spec i f ied  in (A) and (B) preceding and  
r a t e s  appropr ia te  f o r  t h e  new da ta  r a t e  as  s p e c i f i e d  i n  7.5.21 
following wi l l  ap l y .  When requested, the appropr ia te  charge f o r  

f o r  provis ioning of new BellSouth ADSL s e r v i c e ,  f o r  the new peak 
d a t a  r a t e .  

7 .2 .17(C)( l ) ,  TLC wil l  not apply f o r  changes from t h e  cur ren t  VC 
peak da ta  r a t e  t o  a VC having a lower downstream eak da ta  r a t e .  

BellSouth ADSL s e r v i c e ,  f o r  the new peak da ta  r a t e .  

(b) Except f o r  changes t o  the da ta  r a t e  option s p e c i f i e d  i n  

A new m i n i m u m  
period as s p e c i f i e d  i n  (A) and ( B )  receding and r a t e s  

Changes t o  a lower downstream peak data  r a t e  

Changes from da ta  r a t e  opt ions spec i f ied  i n  7.2.17. 
(7) t o  the da ta  r a t e  opt ion spec i f ied  i n  7.2.17(C) 

r i o r  

f o r  the cur ren t  data  r a t e  wil l  r e s u l t  i n  t h e  appl ica t ion  of TLC. 

a1 1 owed. 

( H )  The Service Rearrangement Charge spec i f ied  i n  7.5.21(D) (1) i s  appl icable  
on a per VC rearranged bas is  f o r  customer requests  t o  r e d i r e c t  a VC from 
one BellSouth XAATMS port  t o  a d i f f e r e n t  BellSouth XAATMS por t .  

Certain mater ia l  appearing on this page previously appeared on 1 s t  Revised 
Page 7-103.24.2 

Certain mater ia l  previously appearing on this  page now appears on Original 
Page 7-103.24.4 

********** 



ORIGINAL PAGE 7-103.24.4 
BELLSOUTH TELECOMMUN !a IONS, INC. 
BY: Operations Manager - Pricing 

29657. 675 W .  Peachtree S t . .  N .E .  
Atlanea,  Geor i a  30375 

ISSUED: JULY 28, 9 000 EFFECTIVE: AUGUST 12, 2000 

ACCESS SERVICE 

lSouth SPA) Serv 7 - Special  Access (a.k.a. Be 

7.4 Rate Requlations (Cont'd) 

7.4.29 BellSouth ADSL Service (Cont'd) 

P 
P 

( I )  The customer wi l l  be responsible  f o r  payment of a Maintenance of Serv ice  
charge a s  s p e c i f i e d  i n  13.3.1(E) when a customer repor t s  a t r o u b l e  t o  
the Telephone Company f o r  c learance and no t r o u b l e  i s  found i n  the 
Tel ephone Company's f a c i  1 i t i e s .  

( J )  A BellSouth ADSL s e r v i c e  customer may request  BellSouth ADSL s e r v i c e  be 
provisioned t o  a designated end-user premises f o r  purposes of 
demonstration, f o r  a period not t o  exceed 5 calendar  days. 
Demonstration requests  wil l  be accommodated no more f requent ly  than once 
i n  t h i r t y  calendar  days per designated end-user premises. 
ap r o p r i a t e  Virtual C i r c u i t  nonrecurring charge s p e c i f i e d  i n  7.5.21(A) , ( B Y  or (c) wil l  apply. 

I f  n o t i f i e d  by t h e  customer p r i o r  t o  expi ra t ion  of the f i v e  day 
demonstration period t h a t  the Telephone Compan should not disconnect 
the designated end-user premi s s ,  normal month Y y b i  1 1  i n  w i  11  commence 
on the d a t e  t h a t  n o t i f i c a t i o n  s received and addi t iona nonrecurring 
charges a r e  not appl icable .  I the f i v e  day period has expired, s e r v i c e  
ordered a t  t h a t  same customer- es ignated premises wil l  be a s  f o r  new 
service and the terms and cond t i o n s  and appropr ia te  r a t e s  and charges 
appl icable  f o r  new s e r v i c e  wil apply. 

The 

7 

Material  appearing on this page previously appeared on Original Page 7- 
103.24.3 
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3RD REVISED PAGE 7-156.93 
CANCELS 2ND REVISED PAGE 7-156.93 

BELLSOUTH TELECOMMUN icbr IONS, INC.  
BY: Operat ions Manager - P r i c i n g  

ISSUED: JULY 28, 9000 

29657, 675 W. Peachtree S t . ,  N.E. 
A t l a n t a ,  Geor i a  30375 

EFFECTIVE: AUGUST 12, 2000 
ACCESS SERVICE 

7 - Spec ia l  Access (a.k.a. Be l lSouth  SPA) Serv ice  (Cont 'd)  

7.5 Rates and Charges ( c o n t ' d )  

7.5.21 Be l lSou th  ADSL Serv ice  

(A) Low Speed, Asymmetric V i  r t u a l  C i r c u i t s  

(1) Per V i r t u a l  C i r c u i t ,  Downstream data r a t e  up t o  1.5 Mbps, 
Upstream data  r a t e  up t o  256 Kbps 

Nonrecur r ing  Monthly 
VC Q u a n t i t y  Charge Rate 

Minimum Maximum Per VC Per VC - usoc 
51 5,000 $50.00 $37.00 ADFll  (a) 

5 , 001 7,500 $50.00 $34.00 ADF14 

(c) 7,501 10,000 $50.00 $32.00 ADF15 

( d l  10,001 40 , 000 $50.00 $30.00 ADF16 

(e) 40 , OOO+ $50.00 $29.00 ADF17 

( b )  

(2) Per V i r t u a l  C i r c u i t ,  Downstream data r a t e  o f  a t  l e a s t  768 Kbps, 
Upstream data  r a t e  o f  a t  l e a s t  512 Kbps 

Nonrecur r ing  Monthly 
VC Q u a n t i t y  Charge Rate 

M i  nimum Maximum Per V C  Per V C  - usoc 
51 5,000 $300.00 $116.00 ADF61 

5,001 7 , 500 $300.00 $108.00 ADF64 

7,501 10,000 $300.00 $101.00 ADF65 

10 , 001 40,000 $300.00 $ 94.00 ADF66 

40,000+ $300.00 $ 85.00 ADF67 

********** 



1ST REVISED PAGE 7-156.94 
CANCELS ORIGINAL PAGE 7-156.94 

BELLSOUTH TELECOMMUN icbr IONS, INC.  
BY: Operat ions Manager - P r i c i n g  

ISSUED: MAY 18, 2000 EFFECTIVE: MAY 19, 2000 

29657, 675 W .  Peachtree S t . ,  N.E. 
At1 anta, Georgia 30375 

ACCESS S E R V I C E  

7 - Spec ia l  Access (a.k.a. Be l lSouth  SPA) Serv ice  (Cont 'd )  

7.5 Rates and Charqes (Cont 'd)  

7.5.21 Be l lSou th  ADSL Serv ice  (Cont 'd)  

13-24 25+ 
Nonrecur r ing  Monthly Month Month 

Charge Rate Rate Rate 
Per V C  Per VC Per VC Per V C  - usoc 

(6) High Speed Asymmetric V i  r t u a l  C i r c u i t s  

(1) Per V i r t u a l  C i r c u i t ,  Downstream data  r a t e  o f  f rom 1.5 
Mbps t o  1.8 Mbps, Upstream data  r a t e  o f  f rom 512 Kbps t o  
768 Kbps 

(a) each $300.00 $195.00 $175.00 $150.00 ADF31 

(2) Per V i r t u a l  C i r c u i t ,  Downstream data  r a t e  o f  f rom 2.0 .~ 
Mbps t o  4.0 Mbps, Upstream data r a t e  o f  from 640 Kbps t o  
896 Kbps 

(a) each $300.00 $450.00 $400.00 $335.00 ADF41 

(3) Per V i r t u a l  C i r c u i t ,  Downstream data  r a t e  o f  from 4.0 
Mbps t o  6.0 Mbps, Upstream data  r a t e  o f  f rom 640 Kbps t o  
896 Kbps 

(a) each $300.00 $850.00 $800.00 $725.00 ADF51 

(C) Symmetri c V i  r t u a l  C i  r c u i  t s  

(1) Per V i r t u a l  C i r c u i t ,  Downstream data  r a t e  o f  a t  l e a s t  384 
Kbps, Upstream data  r a t e  o f  a t  l e a s t  384 Kbps 

13-24 25+ 
Nonrecur r ing  Monthly Month Month 

Charge Rate Rate Rate 
Per VC Per VC Per VC Per VC - usoc 

(a) each $300.00 $140.00 $120.00 $99.00 ADF21 

(2) Per V i r t u a l  C i r c u i t ,  Downstream data  r a t e  o f  a t  l e a s t  192 
Kbps, Upstream data  r a t e  o f  a t  l e a s t  192 Kbps 

(a) each $230.00 $ 97.00 $ 82.00 $68.00 ADF71 (N) 

********** 



BELLSOUTH TELECOMMUN !R I O N S .  I N C .  
BY: Operat ions Manager - P r i c i n g  ORIGINAL PAGE 7-156.95 

29657, 675 W. Peachtree S t . ,  N.E. 
At1 anta, Georgia 30375 

ISSUED: JULY 9, 1999 EFFECTIVE: JULY 24, 1999 

ACCESS SERVICE 

7 - Spec ia l  Access (a.k.a. Be l lSouth  SPA) Serv ice  (Cont 'd)  

7.5 Rates and Charqes (Cont 'd)  

7.5.21 Be l lSou th  ADSL Serv ice  (Cont 'd)  

(D) M i  scel 1 aneous Charges 

(1) Serv i ce  Rearrangement Charge 

(a) Each VC 

Nonrecur r ing  Monthly 
Charge Rate 
Per VC Per V C  

$10.00 - ADR 

M a t e r i a l  appear ing on t h i s  page p r e v i o u s l y  appeared on 1 s t  Revised Page 
7-156.93 

********** 



EXHIBIT 2 

4TH REVISED PAGE 7-58.13 
CANCELS 3RD REVISED PAGE 7-58.13 

e 
BELLSOUTH TELECOMMUNICATIONS, INC. 
BY: 0 e r a t i o n s  Manager - P r i c i n g  

A t l a n t a ,  Georgia 30375 
2gG57, 675 W. Peachtree S t . ,  N.E. 

ACCESS SERVICE 

7 - ,Special Access (a.k.a. Be l lSouth  SPA) Serv ice  (Cont ’d)  
./’ , 

7.2 Service/ ,descr iDt ions (Cont ’d )  

7.2.17~delI-Sbut6”ADSL /’‘ ,,/ Serv ice  (Cont ’d)  
i‘ 

(B\).,B6l,1.Sout.hJ’ADSL s e r v i c e  i s  f u rn i shed  where su i  tab1 e f a c i  1 i ti es a r e  
aGa i lab le  as determined by t h e  Telephone Compan . Be l lSou th  ADSL 

Exchange C a r r i e r s  Associ,at ion (N.E.C.A.) F.C.C. T a r i f f  No. 4. 

t o  6.O”.Mbps downstream and.,.from 192 Kbps t o  896 Kbps upstream, i n  
combinat-ions,‘,af s p e c i f i e d  f o l  lowing. 

s‘e,rvice Cent ra l  O f f i c e  a v a i l a b i l i t y  w i l l  be as r i s t e d  i n  t h e  Na t iona l  

\,,,,;,/ /,’ 

(C) Be l lSou th  ADSL sey,vice,,,is a v a i l a b l e  a t  peak da ta  r a t e s  o f  from 192 Kbps 

\,’ ,,’ ’ ,,‘ 

Downstream”, ,/ , ,/ I ,  I , \ Upstream 
Minimum Maximum I Y .  Minimum Maximum 

768 Kbps NA/ * , ’  

1.5 Mbps 1.8 Mbp&-,.”’ ’ 

4.0 Mbps 6.0 Mbps 
384 Kbps NA 
192 Kbps NA 

NA 256 Kbps 

*, ‘640 Kbps 896 Kbps 

: /  . ,  I_ ,,.. /‘ I. 

t \  ’ 
i .  

”,, 512 Kbps NA 
NA 1.5 Mb’ps’: 

‘x512 KbpS 768 KbpS 

“’ . ,  ,:640 Kbps 896 Kbps 

,,”‘ I 9 2  ‘Kbps NA t. , . ,_,’ . 

2.0 Mbps 4.0 Mbps ,,l,_l’ ,/’ 

384\Kbps NA 
, /‘ 

<’ ! 

Ac tua l  da ta  r a t e  achieved may’be,,affecfed,by l o o  l e n  t h  and o t h e r  

t h e  minimum data  r a t e s  i n  (2) ’throu,gh (f)A,,, idorder t h a t  t h e  achieved 
minimum data  r a t e  w i l l  equal qr exceedA e,,minim’um data  r a t e  s p e c i f i e d .  
The movement o f  da ta  i n  a d i  r@cti.on~.-liway.,flrom,the“end-user premi ses, 
toward i t s  normal Serv ing  Wire Center (SWC),,/is<in t h e  u stream 

premises from i t s  normal SWC i s  i n  t v e  downstjehm ,. d i r e G t i o n .  

Month-to-month terms a r e  ava i  1 ab1 e f o r ’  vo.lfme,.o’f s e r v i  ce >I eve l  s, o f  
Bel 1 South ADSL s e r v i c e  VCs as speci f i ed.’i n (C)  (1) ,and ,,CZ),,:’p,recedi ng, of 
f rom 51-10,000, 10,001-40,000, and g rea te r ’  than ,40,000 ./I” M$nt h-to-Month 
terms and v a r i  ab1 e commitment per iods  o f  13 to”24,,,mont,hs ,,/and g r e a t e r  
t han  24 months, a re  a v a i l a b l e  f o r  Bel lSouth, aDS~iser,v~ce’VC~,-.s e c i f i e d  
i n  (C) (3) through (7) p reced in  . Except for,,xhang,es PfgugKt $Rut by 

commitment l e v e l  p r i o r  t o  complet ion o f  t h e  a p.ropr?ate--t‘we.mty-follr\ o r  

commi tment l e v e l s  a re  n o t  permi t ted .  Quant i  ties‘,‘of a1,P’peak ’d,ath-r,a‘te 
op t i ons  a v a i l a b l e  w i t h  volume commitments w i l l  be consid,,er‘e,d when 
determi n i  ng t h e  achieved vo l  ume o f  s e r v i c e  1 evel , per  cir; tomgvaccount. 

f a c t o r s .  I n  some cases, t h e  data,’rate,,,, r‘ovid,ed> 1 7  y Be lSou th  may exceed 

d i r e c t i o n .  The movement o f  da ta~ in ‘ ”~a  dirq.c’t ion >toward t R e end-user 

, I ’  ,,‘ ,, ,/’ ,.. ./’ ~, 
..’ I 

(C) 

t h e  customer’s a t ta inment  o f  t fl e customer-speci fi,ed v’o?ume,,,of,seyice 

t h i r t y - s i x  month i n i t i a l  p e r i o d  o f  service,  c R ange,s-Xo vo,lUme.af s e r v i c e  

\ 

‘\. > 
i ,“ . ,/ 

V’ 

(D) M u l t i p o i n t  s e r v i c e  i s  no t  ava i l ab le .  

(E) The regu la t i ons ,  r a t e s  and charges s p e c i f i e d  i n  t h i s  t a r i f f  f o r  
Be l lSou th  ADSL s e r v i c e  a re  i n  a d d i t i o n  t o  a p l i c a b l e  r e  u l a t i o n s ,  r a t e s  

, b u t  do n o t  i n c l u d e  any regu la t i ons ,  r a t e s  o r  charges which may 
and charges s p e c i f i e d  i n  t h i s  and/or o the r  ! a r i f f s  o f  t ! e Telephone 

i e d  o r  charged t o  t h e  end-user by t h e  customer. 

********** 
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4TH REVISED PAGE 7-156.93 
CANCELS 3RD REVISED PAGE 7-156.93 

BELLSOUTH 
BY: 0 e r a t i o n s  Manager - P r i c i n g  

2bG57, 675 W .  Peachtree S t . ,  N.E. 
A t l an ta ,  Georgia 30375 

ACCESS SERVICE 

7 - Special  Access (a.k.a. Bel lSouth SPA) Serv ice (Cont'd) 

7.5 Rates and Charqes ( con t ' d )  

7.5.21 Be11So;th ADSL Service 

(A) Low Speed', Asymmetric V i  r t u a l  C i r c u i t s  

(1) Per V i r t u a l  C i r c u i t ,  Downstream data r a t e  up t o  1.5 Mbps, 

'\ ', 
'Upstream data r a t e  up t o  256 Kbps 

Nonrecurr ing Monthly 
V C  Q u a n t i t y  Charge - Rate 

Mimi mum Maxi mum Per V C  Per VC UsOc 
.5 1 

,. 
10,000 $50.00 $32.00 A D F l l  

io-,ooi 40,,000 ~ j,$50.00 $30.00 ADF16 (b) 
(4 40,000; ' ,$50.00 $29.00 ADF17 

I '  

\ "" 

(2) Per V i r t u a l  C i r c u i t ,  Downstream data r a t e  o f  a t  l e a s t  768 Kbps, 
Upstream data r a t e  o f  a t  l e a s t  5,12 Kbps 

/' 

'= Nonrecurring' Monthly 
VC Q u a n t i t y  '-\ Charge Rate 

'\ Per vc ' Per vc ~ s ~ c  Minimum Maximum , 
, I  /' ., 

(a) 51 10,ooo $300.00 $101.00, ADF61 

> I  , 
/ 

10,001 40,000 $300.00 ' $ 94.00 ADF66 

$300.00 ' $ 85.00 ADF67 ' 40,000+ I' 

********** 
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Dorothy J. Chambers 
General Attorney 

BellSouth Telecommunications, Inc. 
P.O. Box32410 
Louisville, KY 40232 

or 
BellSouth Telecommunications, Inc. 

502 582-1475 
Fax 502 582-1 573 

601 West Chestnut Street 
Room 407 
Louisville, KY 40203 

Dorothy.ChambersQBelISouth.com 

February 6, 2001 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc., Complainant v. 
BellSouth Telecommunications, In.c., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

Enclosed f o r  filing in the above-captioned case are the 
original and ten (10) copies of BellSouth Telecommunications, 
Inc.'s Response to IgLou's Motion to Strike and Suppress. 

Enclosure 

cc: Parties of Record 
246250 
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In the Matter of: 

IGLOU INTERNET SERVICES, INC. ) 

) 
Complainant ) 

) 
V. 1 

) 
BELLSOUTH TELECOMMUNICATIONS, INC. ) 

BELLSOUTH TELECOMMUNICATIONS, INC.‘S RESPONSE TO 
IGLOU’S MOTION TO STRIKE AND SUPPRESS 

BellSouth Telecommunications, Inc. (“BellSouth”) , by 

counsel, hereby responds to IgLou Internet Services, Inc.‘s 

(“IgLou“), January 23, 2001, Motion to Strike and Suppress “any 

evidence” pertaining to BellSouth‘s proposed federal tariff. 

IgLou filed this complaint on November 12, 1999, in a seventeen 

page complaint that included allegations of numerous alleged 

anti-competitive, unlawful, and alleged discriminatory actions. 

This Commission held an informal conference, sought certain data 

from BellSouth as a result of that conference, 

parties to promulgate data requests. In response to IgLou’s 

data requests, BellSouth produced voluminous documents (over 

1 

and allowed both 

IgLou‘s Motion to Strike, although certified as served by first class mail, 
postage-prepaid, January 23, 2001, was not received by the undersigned 
counsel until February 1, 2001. 
mailed on January 24, 2001, from Denver, Colorado. 

The postal markings indicate that it was 



1500 pages). 

testimony and the Commission conducted a formal hearing. 

Pursuant to the Commission‘s Order, 

On November 30, 2000, this Commission issued its Order. 

Both parties filed extensive direct and rebuttal 

both parties filed briefs. 

Pursuant to KRS 278.400 BellSouth moved for 

reconsideration. 

for Reconsideration and BellSouth filed a Reply Memorandum. 

Order dated January 11, 2001, this Commission issued an Order 

granting BellSouth’s Motion for Reconsideration. 

Commission‘s Order required BellSouth to file a copy of the 

revised interstate wholesale tariff BellSouth proposes to file 

IgLou filed a response to BellSouth’s Motion 

By 

The 

in lieu of filing a state tariff and any supporting cost 

information and also to address all levels of service that are 

to be included in the FCC tariff. 

established in its January 11, 

to respond following BellSouth’s submission of its proposal. 

The Commission’s schedule 

2001 Order, allowed IgLou 15 days 

The Commission also scheduled an informal conference for March 

7, 2001, for the parties to present any additional information 

to assist the Commission in its determination. The Commission 

also ordered the parties to communicate following IgLou‘s 

submission of its response and prior to the informal conference 

as to the possibility of an agreed proposal to be submitted for 

the Commission’s approval, and required the parties to file a 

2 



status report no later than March 2, 2001, describing their 

efforts to reach agreement. 

IgLou‘s Motion to Strike appears to be based upon an 

incorrect assumption, that is, that BellSouth is seeking to 

present new evidence in support of its Motion for 

Reconsideration. On the contrary, the Commission, of course, 

already has granted reconsideration and expressly has ordered 

BellSouth to file further information in support of its proposal 

to resolve this matter by the filing of an interstate wholesale 

tariff . 

As BellSouth has noted, it does not dispute the Kentucky 

Public Service Commission’s authority to order an intrastate DSL 

tariff. However, such a Kentucky specific DSL tariff would 

apply to only intrastate services. 

internet service providers to connect to the internet is 

interstate, not intrastate, in nature. BellSouth has cited in 

its previous filings the FCC decisions that make clear a 

Kentucky specific DSL tariff could not be used by I S P ’ s  such as 

IgLou to provide ADSL based internet connectivity for an ISP’s 

customers. 

over interstate services is exclusively governed by the Federal 

Communications Commission. 

2001, Reply to IgLou‘s Response to BellSouth’s Motion for 

Reconsideration, filed the FCC denied NARUC’s motion for 

The ADSL tariff utilized by 

BellSouth believes that the rate making authority 

As noted in BellSouth‘s January 9, 

3 



reconsideration of the jurisdictional determinations in the GTE 

DSL order. 2 

BellSouth raised the jurisdictional issues in its Motion 

for Reconsideration and suggested the filing of a revised 

federal tariff in an effort to avoid a jurisdictional 

confrontation and to resolve this matter in a manner in keeping 

with the apparent intent of this Commission and without 

improperly impacting a federal tariff filed with the FCC. 

this case, BellSouth has not presented, nor has it sought to 

In 

I 
L I 

present, any new evidence. 

with KRS 278.400, BellSouth sought reconsideration of this 

Commission’s earlier Order. IgLou’s “Motion to Strike and 

Suppress” is, in fact, a belated attempt ‘to reargue BellSouth’s 

Motion for Reconsideration which this Commission already has 

granted. 

Rather, in a manner in conformity 

For the above reasons, this Commission properly granted 

reconsideration; a further procedural schedule has been 

established; and this Commission should proceed in accordance 

therewith. 

In the matter of GTE Telephone Operation COS., FCC 99-41, CC Docket No. 98- 
79 released February 26, 1999, at 4. 

4 



Respectfully submitted, 

c 

, / U A X -  Dgrothy J. C h a m b w  

601 W. Chestnut Street, Room 407 
Louisville, KY 40203 
Telephone No. (502) 582-1475 

J. Phillip Carver 
675 W. Peachtree St. N, Suite 4300 
Atlanta, GA 30375 
Telephone No. (404) 335-0710 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

246140 
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CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the following individuals by mailing a copy thereof, this 6th 

day of February 2001. 

Honorable Jonathon N. Amlung 
1000 Republic Building 
429 West Muhammad Ali Blvd. 
P. 0. Box 1417 
Louisville, KY 40201-1417 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville, KY 40213 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex, Room 127 
Frankfort, KY 40601 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 



COMMONWEALTH OF KENTUCKY 
PUBLIC SERVICE COMMISSION 

21 1 SOWER BOULEVARD 
POST OFFICE BOX 61  5 

FRANKFORT, KY. 40602  
(502) 564-3940 

February 7 ,  2001 

To: All parties of record 

RE: Case No. 1999-484 

We enclose one attested copy of the Commission’s Order in 

the above case. 

Sinc 

Stephanie Bell 
Secretary of the Commission 

SB/sa 
Enclosure 



Honorable Jonathon N. Amlung 
, ~ttorney for Iglou Internet Services 

1000 Republic Building I 429 West Muhammad Ali Boulevard 
Louisville, KY 40202 2347 

IgLou Internet Services, Inc. 
3315 Gilmore Industrial Boulevard 
Louisville. KY 40213 

Honorable Dorothy J. Chambers 
General Attorney 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

Honorable R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
675 West Peachtree Street, N.W. 
Suite 4300 - BellSouth Center 
Atlanta, GA 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY 40601 

Creighton E. Mershon 
BellSouth Telecommunications, Inc. 
P.O. Box 32410 
Louisville, KY 40203 

Mr. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 



COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMlSSlC 1 

..- 
In the Matter of: 

IGLOU INTERNET SERVICES, INC. 1 
) 

COMPLAINANT 
V. 

BELLSOUTH TELECOMMUNICATIONS, INC. 

DEFENDANT 

O R D E R  

On January 24, 2001 , Complainant, IgLou Internet Services, Inc. (“IgLou”), filed a 

motion to strike and suppress any evidence pertaining to BellSouth 

Telecommunications, Inc.’s (“BellSouth”) proposed federal tariff, and to preclude 

BellSouth from presenting any evidence pertaining to its proposed federal tariff, as well 

as any other new evidence. The “evidence” IgLou attempts to have stricken or 

suppressed is a proposal by BellSouth to amend its Federal Communications 

Commission (“FCC”) wholesale tariff to offer Digital Subscriber Line (“DSL”) service at 

more competitive rates, in lieu of filing a state DSL tariff, as ordered by the Commission 

on November 30, 2000. For the reasons set out herein, the Commission denies IgLou’s 

motion. 

Although Ig Lou now characterizes BellSouth’s federal tariff revision proposal as 

“new evidence,” the Commission views the proposal as a possible means to the same 

end it wished to achieve by way of its November 30, 2000 Order. Rehearing was 



granted to consider whether FCC tariff modifications would be a sufficient vehicle to 

reach the mandated goal of fair rates and conditions based on Kentucky-based volumes 

of DSL traffic. -_ 

The Commission retains the right to prescribe reasonable utility rates following a 

hearing on the issues or to grant a rehearing on any of the issues. KRS 278.270 and 

KRS 278.400. Nothing in either statute precludes the Commission from considering a 

party’s proposal to accomplish the required outcome through a different means than 

that originally ordered. 

For the foregoing reasons, Ig Lou’s motion to strike and suppress BellSouth’s 

proposal for a federal tariff revision is denied. The November 30, 2000 Order remains 

in effect pending the resolution of the rehearing granted on January 11, 2001. 

BE IT SO ORDERED. 

Done at Frankfort, Kentucky, this 7 t h  day o f  February, 2001. 

By the Commission 

ATTEST: 

- 

Executive Director 



J.D.M.B.A. 
LICENSED IN KENTUCKY AND OHIO 

8 
JONATHON N. AMLUNG e 

ATTORNEY AT LAW 
1000 REPUBLIC BUILDING 

429 W. MUHAMMAD ALI BLVD. 
LOUISVILLE, KENTUCKY 40202-2347 

TELEPHONE: (502) 587-6838 
FACSIMILE: (502) 584-0439 

E-MAIL: jonathon@amlung.com 
I 

January 23,200 1 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
2 1 1 Sower Boulevard 
P.O. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc. v. BellSouth Telecommunicat 
Case No. 99-484 

Dear Mr. Dorman: 

Please fmd enclosed for filing an original and ten (10) copies of IgLou’s Motion to Strike and 
Suppress in the above-referenced case. 

Thank you for your attention to this matter. Please do not hesitate to contact me should you have 
any questions or concerns. 

Cordially yours, 

J 

Enclosures 

cc: Parties of record 

mailto:jonathon@amlung.com
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) 

CASE NO. 99-484 
Complainant 1 

V. ) 
) 

) 
Defendant 1 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 

IGLOU’S MOTION TO STRIKE AND SUPPRESS ANY 
EVIDENCE PERTAINING TO BELLSOUTE’S PROPOSED 

FEDERAL TARIFF 

Comes now Complainant, IgLou Internet Services, Inc. (“IgLou”), by and through 

Counsel, and pursuant to KRS 278.400, hereby moves this Commission to enter an Order 

striking any evidence submitted thus far in relation to BellSouth’s proposed federal tariff, 

and further precluding BellSouth from presenting any evidence whatsoever pertaining to 

its proposed federal tariff, as well as any other new evidence. In support of this Motion, 

IgLou states as follows: 

FACTS 

For months before IgLou filed its Complaint, employees of IgLou attempted to 

contact BellSouth to voice its concerns over what IgLou perceived to be anticompetitive 

and discriminatory behavior in BellSouth’s deployment of its Internet services in general. 

BellSouth consistently ignored those concerns. IgLou filed its Complaint on November 

12, 1999, based upon this discriminatory behavior which, IgLou contended, was in 

violation of KRS 278.170. BellSouth denied wrongdoing in its Answer. This 



? 

Commission held a formal evidentiary hearing on May 26,2000, in which both parties 

presented evidence to support their side. On November 30,2000, this Commission 

entered its fmal Order in favor of IgLou, finding in part that BellSouth had, indeed, 

violated KRS 278.170 in many of its business practices. One of those ways was through 

BellSouth’s discriminatory ADSL federal tariff, which essentially shut out any hope of 

meaningfil competition for ADSL deployment in the regions of this Commonwealth in 

which BellSouth operates. This Commission thus ordered BellSouth to file an additional 

tariff for its ADSL services in Kentucky, m o w i n g  its federal tariff to state-specific 

levels. This Commission gave BellSouth thirty (30) days in which to comply with its 

Order. 

BellSouth filed a Motion for Reconsideration on December 22,2000, challenging 

this Commission’s jurisdiction to compel it to file a state-specific tariff. In its Motion, 

BellSouth proposed a “resolution” to this jurisdictional conflict by filing new evidence in 

this case, a proposed revision to its federal ADSL tariff, attached as an exhibit to 

BellSouth’s Motion. BellSouth told this Commission that it denied all wrongdoing and it 

would & file this revision to its federal ADSL tariff if the Commission did not assume 

jurisdiction over BellSouth’s ADSL services and require BellSouth to file a state-specific 

tarif€ in Kentucky. IgLou responded in kind, noting the absurdity of the proposal. 

On January 1 1,2001, this Commission entered an Order reaffhning its shared 

jurisdiction over BellSouth’s ADSL services. The Commission considered the new 

evidence supplied by BellSouth, and now seeks further new evidence relating to this 

proposal by BellSouth. 

2 



THE COMMISSION IS PROHIBITED FROM MODIFYING, 
AMENDING OR VACATING ITS NOVEMBER 30,2000, ORDER 
BASED UPON THE NEW EVIDENCE PRESENTED BY 
BELLSOUTH AFTER THE FORMAL HEARING IN TEUS CASE. 

As this Commission is aware, a motion for reconsideration is a vehicle to request 

the Commission to reconsider an order based upon errors in its legal reasoning. The 

basis for BellSouth’s motion in the present case was BellSouth’s erroneous assertion that 

this Commission did not have jurisdiction to require an intrastate tariff for ADSL 

services. The Commission was within its authority to reconsider this legal argument by 

BellSouth. The Commission reached the correct conclusion in denying BellSouth’s 

motion on jurisdictional grounds. 

BellSouth’s motion, however, also contained new evidence submitted by 

BellSouth in the form of a proposed revision to its federal ADSL tariff. This new 

document invoked the evidentiary limitations of KRS 278.400, which reads as follows: 

After a determination has been made by the commission in any hearing, 
any party to the proceedings may, within twenty (20) days after the service 
of the order, apply for a hearing with respect to any of the matters 
determined. Service of a commission order is complete three (3) days 
after the date the order is mailed. The application shall specifl the matters 
on whch a rehearing is sought. The commission shall either grant or deny 
the application for rehearing within twenty (20) days after it is filed, and 
failure of the commission to act upon the application within that period 
shall be deemed a denial of the application. Notice of the hearing shall be 
given in the same manner as notice of an original hearing. Upon the 
rehearing, any party may offer additional evidence that could not 
with reasonable diligence have been offered on the former hearing. 
Upon the rehearing, the commission may change, modify, vacate or affirm 
its former orders, and make and enter such order as it deems necessary. 

(Emphasis supplied) 

There is no question that the Commission refers to KRS 278.400 when considering a 

motion for reconsideration as well as a petition for rehearing. There is no other authority 

for the Commission to entertain motions for reconsideration. The Commission has 

3 



consistently followed the timelines set forth in ths  statute when ruling on either type of 

request to modi@ its orders, and it followed those timelines in the present case. 

When BellSouth submitted new evidence in addition to its legal arguments, it 

clearly invoked the evidentiary limitations set forth in KRS 278.400. In the present case, 

this statute operates to preclude the Commission from considering any evidence 

pertaining to BellSouth’s “proposal,” including the proposal itself, after the 

Commission’s Order was entered on November 30,2000. 

This Commission has recognized on numerous occasions that it may not consider 

new evidence proposed by a party seeking modification of an Order, unless that evidence 

was in existence at the time of the evidentiary hearing and the new evidence could not 

with reasonable diligence been offered at the original hearing. 

The Commission recognized this fact as recently as February 17,2000, in Case 

No. 98-426.’ In that case, LG&E sought reconsideration of a Commission Order denying 

a proposed increase in LG&E’s depreciation expense. The Commission determined that 

LG&E did not provide adequate support for its proposed increase. In its petition for 

rehearing, LG&E provided additional evidence supporting its case in the form of 

balances, corresponding depreciation rates, and the calculation of the depreciation 

accruals. The Commission denied a rehearing based upon ths  new evidence, because it 

felt that the evidence could have, with reasonable diligence, been provided at the origmal 

hearing. The Commission held that “the standard contained in KRS 278.400 for 

additional evidence is that the evidence could not with reasonable diligence have been 

offered during the initial hearing.” Td. Obviously, the Commission recognized that KRS 

Re Louisville Gas and Electric Company, Case No. 98-426, Kentucky Public Service Commission, Slip 1 

Opinion, February 17,2000. 

4 



278.400 prohibits a party seeking modification of a Commission Order from offering new 

evidence that could have been offered at the original hearing. 

Similarly, in Case Number 96-524; the Commission struck affidavits submitted 

by LG&E for the first time upon seeking a rehearing. Ths  Commission relied upon KRS 

278.400 in striking these affidavits from the record. This Commission held that KRS 

278.400 “is intended to provide closure to Commission proceedings by limiting rehearing 

to new evidence not readily discoverable at the time of the original hearings. It requires 

parties to Commission proceedings to use reasonable diligence in the preparation and 

presentation of their case and serves to prevent piecemeal litigation of issues.” Id. 

In Case Number 90-158,3 the Commission rejected a petition for rehearing by 

Jefferson County, Kentucky, which based its motion on a reduction in interest rates since 

the Commission’s original hearing. The Commission held that “the evidence that may be 

considered on rehearing is expressly limited by KRS 278.400 to ‘additional evidence that 

could not with reasonable diligence have been offered on the former hearing.’ This 

standard encompasses only such evidence in existence at the time of the hearing.” Id. 

Finally, the Commission declined to consider new evidence proposed by 

Kentucky-Ohio Gas Company (“KOG’) in seeking a rehearing in Case Number 91-13tL4 

In that case, the Commission rejected new evidence proposed by KOG on the basis of 

* Re Louisville Gas and Electric Company, Case No. 96-524, Kentucky Public Service Commission Slip 
Opinion, March 11 ,  1999. 

Re Louisiana Gas and Electric Company, Case No. 90-1 58, Kentucky Public Service Commission Slip 
Opinion, January 29, 1991. 

Columbia Gas ofKentucky, hc. v. Kentucky-Ohio Gas Co., Case No. 91-138, Kentucky Public Senrice 
Commission Slip Opinion, January 13, 1992. 

3 
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1 
course of this proceeding. Hence, the Commission finds that rehearing should be denied.” 

- Id. 

The reasoning underlying each of these Commission opinions is also applicable to 

the present case. In this case, BellSouth presented new evidence in seeking a 

modification of the Commission’s November 30,2000, Order. Clearly, that evidence 

was not in existence at the time of the hearing, which was held May 26,2000. Surely, it 

would be disingenuous of BellSouth to propose that it could not, with reasonable 

diligence, have presented this new evidence at the time of the hearing. This was evidence 

that BellSouth created in order to persuade the Cornmission to modify its Order. 

BellSouth could have created this evidence at any time, but chose to do so only after this 

matter was decided. 

The issue of the discriminatory nature of BellSouth’s ADSL tariff has been 

present throughout this proceeding. It was questioned as one of the tools used by 

BellSouth to stifle competition of other ISPs in IgLou’s initial Complaint filed November 

12, 1999. In BellSouth’s Answer, no mention of any tariff modification was offered. 

BellSouth’s ADSL tariff was the subject of much of the questioning of opening testimony 

on both sides and during the formal hearing in this case held on May 26,2000. Again, no 

evidence of any tariff, modification or proposal was brought forth by BellSouth. There is 

no question that BellSouth’s tariff was an issue at every step in this proceeding. 

BellSouth not only had a significant opportunity but a statutory requirement to produce 

this new evidence of its proposal *during* this proceeding, rather than after it. 

There is no doubt that the Public Service Commission retains authority to modify 

its orders once entered. That authority, however, is expressly limited by statute. In the 

6 



present case, the authority of the Commission to consider new evidence, as it proposes to 

do, is limited by KRS 278.400. All documentation, charts, Qagrams, testimony and other 

forms of proof supporting BellSouth’s proposal must be considered evidence supporting 

BellSouth’s arguments in this case, i.e., that it should be permitted to circumvent this 

Commission’s authority by filing a revision to its federal ADSL tariff. This Commission 

is prohibited from considering this evidence pursuant to statute. 

CONCLUSION 

IgLou respectfully requests this Commission to strike from the record the 

document attached to BellSouth’s Motion for Reconsideration as “Attachment 1 .’, IgLou 

further respectfully requests this Commission to enter an Order prohibiting BellSouth 

from providing supplementary evidence supporting this document, as well as any other 

evidence prohibited by KRS 278.400. The issues in this case have been litigated and a 

decision has been reached. As this Commission correctly recognized in previous rulings, 

permitting BellSouth to introduce this new evidence would result in “piecemeal 

litigation” of the issues. Allowing BellSouth to introduce new evidence after every Order 

by this Commission could serve to drag out this litigation ad infinitum. KRS 278.400 

serves to provide finality and closure to litigation before the Commission. The 

Commission has made its decision, and IgLou respectfully requests enforcement of that 

decision. 

IgLou respectfully requests this Commission to rule on ths  Motion expeditiously. 

This proceedng has been pendmg for well over a year, with no relief in immediate sight 

for IgLou. As this Commission recognized, BellSouth’s business practices are harming 

7 



Kentucky’s ISPs on a daily basis, and stifling the deployment of ADSL in Kentucky. 

Further delay will simply cause more irreparable damage. 

Respectfully submitted, 

ATTO-Y F ~ A I N A N T  
1000 Republic Bui ing 
429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40202 
Telephone (502) 587-6838 
Facsimile (502) 584-0439 

CERTIFICATION 

I hereby certifjr that a copy of the foregoing was mailed, postage pre-paid, to the 
J 

parties of record this the 3 day of January, 200 1. 
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Service List: 

Hon. Dorothy J. Chambers 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
601 W. Chestnut St., Room 407 
P. 0. Box 324 10 
Louisville, KY 40232 

Hon. R. Douglas Lackey 
Counsel for BellSouth 
BellSouth Telecommunications, Inc. 
675 W. Peachtree St., N.W. 
Suite 4300 - BellSouth Center 
Atlanta, GA 30375 

Tanya Monsanto 
Legislative Research Commission 
Capital Annex 
Room 127 
Frankfort, KY 40601 

Hon. Creighton E. Mershon 
BellSouth Telecommunications, Inc. 
P.O. Box 32410 
Louisville, KY 40203 

Hon. Richard M. Breen 
2950 Breckenridge Lane, Suite 3 
Louisville, KY 40220 
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BellSouth Telecommunications, Inc. 502 582-1475 
P.O. Box 32410 
Louisville, Kentucky 40232 Internet 

Fax 502 582-1573 

Dorothy.J.Chambers@bridge.bellsouth.com 
or 

BellSouth Telecommunications. Inc. 
601 West Chestnut Street, Room 407 
Louisville, Kentucky 40203 

Dorothy J. Chambers 
General Attorney 

Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
211 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484  

Dear Mr. Dorman: 

Enclosed for filing in the above-captioned case are the 
original and ten (10) copies of BellSouth Telecommunications, 
Inc.'s Reply to IgLou's Response to BellSouth's Motion for 
Reconsideration. 

Sincerely, 

Enclosure 

cc: Parties of Record 
242266 

mailto:Dorothy.J.Chambers@bridge.bellsouth.com


COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC. ) 
) 

Complainant 1 
) 

1 
V. 1 CASE NO. 99-484 

BELLSOUTH TELECOMMUNICATIONS, INC. 

BELLSOUTH TELECOMMUNICATIONS, INC.’S REPLY TO 
IGLOU’S RESPONSE TO BELLSOUTH‘S MOTION FOR RECONSIDERATION 

BellSouth Telecommunications, Inc . ( “BellSouth” , by 

counsel, hereby replies to IgLou Internet Services, Inc.‘s 

(“IgLou”) Response to BellSouth’s Motion for Reconsideration of 

this Commission’s Order of November 30, 2000 .  

BellSouth proposed in its Motion for Reconsideration a 

resolution to address the concerns expressed by this Commission 

with respect to deployment of DSL. BellSouth’s proposed 

resolution consists of an offer to file with the FCC a 

substantially collapsed ADSL wholesale tariff with prices 

ranging from $29 .00  at the highest volume commitment level to 

$32 .00  at the lowest volume commitment level. There are a 

number of advantages to the resolution BellSouth has suggested. 

For example, this proposal would result in pricing for the 

smaller ISPs in Kentucky that would be lower than the pricing 



IgLou advocates. Moreover, this revised FCC tariff would be 

applicable across the entire nine-state region in which 

BellSouth operates. BellSouth offered this resolution not as a 

"strong arm tactic" or for any of the other reasons suggested by 

IgLou. Moreover, BellSouth has not raised the jurisdictional 

question in order to create a confrontation but in an effort to 

avoid a confrontation and resolve this matter in a manner in 

keeping with the apparent intent of this Commission and without 

improperly impacting a federal tariff filed at the FCC. 

BellSouth does not dispute that the Kentucky Public Service 

Commission has the authority to order an intrastate DSL tariff. 

However, as has been noted, a Kentucky-specific DSL tariff would 

of necessity apply only to intrastate services. It is well 

established that the Communications Act establishes a dual 

jurisdictional scheme that governs telecommunications. While 

the FCC is precluded from regulating common carrier services 

that are provided in connection with intrastate communications 

(47 U.S.C. Sec. 152(b)), the Communications Act likewise vests 

exclusive ratemaking authority over interstate services to the 

Federal Communications Commission. Thus, Section 152(a) makes 

clear that the Act applies 'to all interstate servicesN and that 

the Federal Communications Commission shall be responsible 'to 

execute and enforce the provisions of this Act." The FCC alone 

has jurisdiction and authority under Section 201-205 of the Act 

2 



to regulate interstate common carrier services, including 

determining the reasonableness of rates. 

FCC decisions make clear that an ADSL tariff utilized by 

ISPs to connect to the Internet is interstate, not intrastate, 

in nature. A Kentucky-specific DSL tariff could not be used by 

ISPs, such as IgLou, to provide ADSL-based Internet connectivity 

for ISP customers. This Commission's Order has noted the FCC 

decision in the GTE case that determined DSL is an interstate 

DSL access service subject to the FCC's jurisdiction.' IgLou 

alleges BellSouth "conveniently omitted an important 

clarification" regarding the FCC's decision in the GTE case, 

2 citing the NARUC motion for clarification. However, contrary to 

IgLou's assertion, the FCC's subsequent opinion and order makes 

absolutely clear that BellSouth has correctly cited the FCC 

order and that it is IgLou that has omitted an important 

clarification. With regard to the NARUC motion for 

reconsideration, IgLou failed to quote the following sentence 

from the FCC order: 

To the extent NARUC also seeks reconsideration of our 
jurisdictional determinations in the GTE DSL order we 
deny its petition as [Emphasis added.] 

GTE Telephone Operating Cos., GTOC Tariff No. 1, GTOC transmittal number 
1148, CC Docket No. 98-79, Released October 30, 1998, cited in Kentucky 
Public Service Commission November 30, 2000, Order at 6, footnote 3. 
IgLou Response at 7. 
In the matter of GTE Telephone Operation Cos., FCC 99-41, CC Docket No. 98- 

79 released February 26, 1999, at 4. 
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The FCC at this point cited the similar determination it had 

made with respect to BellSouth and other companies that their 

4 new DSL offerings are properly tariffed at the federal level. 

While IgLou quoted the following sentence, ‘We reiterate, 

however, that in some circumstances, ADSL services may be 

appropriately tariffed as intrastate services.”, IgLou failed to 

continue the quotation or even mention that the FCC opinion went 

on to explain that these appropriate ’intrastate services” 

occurred in circumstances where Internet use is 10 percent or 

BellSouth also cited this decision as to BellSouth. Bell Atlantic Tel. 
Cos., FCC 98-317, CC Docket No. 98-168, 161, 167, and 103, released November 
30, 1998, in its Motion for Reconsideration at page 8, footnote 7. 
FCC 99-41, CC Docket No. 98-79 at 4. 

4 

less interstate. Where customers whose Internet use is more 

than 10 percent interstate, the FCC decision made clear that the 

services are to be purchased out of the federal tariff. IgLou 

failed to quote the following key sentence: 

For example, GTE may tariff an ADSL service with the 
states so that those customers whose Internet use is 
10 percent or less interstate may purchase the service 
out of state tariffs and those customers whose 
Internet use is more than 10 percent interstate may 
purchase the service out of the federal tariff. 5 

Similarly disingenuous is IgLou’s citation of a Ninth 

Circuit opinion as the basis for its claim there is no serious 

jurisdictional issue involved in the present case. - See IgLou 

Response at 2, citing Communications Telesystems International 

v. California Public Utility Commission, 196 F.3d 1011 (9th Cir. 



1999). In Communications Telesystems, CTS was found to have 

\\slammed" or switched customers' telephone carrier without the 

customer's permission, for intrastate long distance 

telecommunications services under authority granted by the 

California Public Utilities Commission. Again, IgLou's citation 

of this case and quotations from that case neglect to mention a 

key fact, that is, that the slamming was of intrastate long 

distance service. Thus, there was no serious question of 

federal preemption.6 In contrast, in the present case, IgLou's 

dispute is with the rates in a DSL tariff, which as noted, is 

clearly an interstate service filed in a federal tariff before 

the FCC. 

IgLou also contended that BellSouth has not cited any cases 

where the powers of a regulatory commission to examine a rate 

have been limited by the jurisdictional nature of the 

communications. On the contrary, in noting the FCC's position 

that Internet calls are within the interstate jurisdiction, 

BellSouth cited several determinations that demonstrate the 

FCC's position on Internet calls is consistent with the FCC's 

traditional method of determining the jurisdictional nature of 

communications. In one such example BellSouth cited, the FCC 

IgLou's complaints in this case regarding allegations of alleged 
inappropriate business practices or alleged violations of accounting 
safeguards have appropriately been considered and determined by this 
Commission to be unsupported. IgLou has neither sought reconsideration nor 
appealed from any of these findings. 

5 
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I 
determination that the BellSouth@ MemoryCall@ service 

transaction constituted one interstate call was as a result of a 

petition for emergency relief and declaratory ruling from the 

Georgia Public Service Commission filed by BellSouth before the 

FCC. Similarly, there can be no doubt that if IgLou attempts to 

circumvent BellSouth's ADSL tariff filed at the FCC by 

attempting to utilize instead an intrastate tariff, even if one 

is filed in Kentucky, for interstate DSL access such action 

would raise serious jurisdictional issues that would need to be 

resolved before the FCC. 

7 

CONCLUSION 

This complaint, in essence, concerns the timing and cost to 

make broadband services available to customers. IgLou has 

sought to blame its delay in offering broadband services to its 

customers by attacking BellSouth and other large companies with 

the ludicrous pejorative of "foreign monopolies" and other 

colorful, but ill-conceived, rhetoric. Meanwhile, IgLou 

continues to claim any other "options" for ISPs to gain access 

to broadband facilities are Won-existent". However, while 

IgLou has waged its campaign of rhetoric and blaming others, 

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

7 F.C.C. Rcd. 1619 (1992). 
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several of IgLou’s Kentucky ISP competitors have chosen instead 

to utilize some of these so-called “non-existent options” and 

8 are already delivering broadband service to their customer base. 

Moreover, while IgLou, as the largest independent ISP in 

Kentucky, may favor the 5 percent modification of all tiers of 

BellSouth’s tariff, the many smaller ISPs in Kentucky actually 

stand to benefit to a much greater extent from the resolution 

BellSouth has proposed in its Motion for Reconsideration. 

BellSouth has respectfully requested reconsideration 

because it believes the proposed resolution offers a fair and 

reasonable solution that has the added advantage of mooting the 

serious jurisdictional issue which otherwise must be resolved. 

BellSouth respectfully requests that the Commission grant 

reconsideration and modify its previous order based on the 

resolution BellSouth has proposed. 

Respectfully submitted, 
/7 

601 W. Ches-/Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 
Telephone No. (502) 582-1475 

* See attached Business First article, Win.Net joins crowded waters: offering 
DSL service. Article dated October 13, 2000. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC. 1 
) 

Complainant ) 
V. j CASE NO. 99-484 

) 
BELLSOUTH TELECOMMUNICATIONS, INC. ) 

) 
Defendant ) 

* * * * * * * * * * * * * * *  

BELLSOUTH TELECOMMUNICATIONS, INC.’S REPLY TO IGLOU’S 
RESPONSE TO BELLSOUTH’S MOTION FOR EXTENSION OF TIME 

On December 22, 2000, BellSouth filed a Motion for Extension of Time to 

respond to the Commission’s Request for Information regarding a retail offering as 

required in this Commission’s November 30, 2000 Order. On December 22, 2000, 

BellSouth also filed a Motion for Reconsideration of a portion of that same Order. On 

January 3, 2000, BellSouth received a copy of IgLou Internet Service, Inc.’s [“IgLou”] 

Response to BellSouth’s Motion for Extension of Time, objecting to BellSouth receiving 

any extension of time on the basis that “BellSouth is a company with virtually unlimited 

resources”. IgLou further argued that BellSouth should be required to comply with the 

Order in a timely fashion. 

In BellSouth’s December 22, 2000 Motion for Extension of Time, BellSouth noted 

in detail the numerous tasks that need to be completed and the numerous issues that 

need to be considered in order to reasonably investigate and respond to the questions 



, 

the Commission had posed in its November 30, 2000 Order regarding a retail offering. 

It should be noted that the Commission concluded in its November 30, 2000 Order that 

it did not need to require, and was not requiring, that BellSouth file a retail tariff for DSL 

at the present time. Rather, the Commission indicated its desire to have further 

information and to monitor the market considering the other elements of the Order. As 

noted, BellSouth also has sought reconsideration with respect to those aspects of the 

Order requiring BellSouth to file a Kentucky specific DSL tariff for wholesale service. 

BellSouth respectfully suggests that it has sought a modest extension of time so 

that BellSouth might respond in a reasonably complete and accurate manner to the 

Commission’s request. With all due respect to IgLou, it is not a fair assumption that any 

task can be accomplished immediately simply because a large corporation is the entity 

undertaking the action. As noted in BellSouth’s detailed explanation in its Motion for 

Extension of Time, a number of departments within BellSouth must necessarily 

participate in exploring the issues the Commission has raised. In order to adequately 

respond to the Commission, numerous BellSouth teams need to be consulted to 

develop the estimates necessary to respond to the questions posed by the Commission. 

The specific issues and departments that are involved are discussed more fully in 

BellSouth’s Motion for Extension of Time. For the reasons stated in BellSouth’s original 

Motion for Extension and as further amplified herein, BellSouth respectfully urges the 

Commission to grant the extension requested. 

2 
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RmEIVED 
BEFORE THE PUBLIC SERVICE COMMISSION 

IGLOU INTERNET SERVICES, INC., 1 JAM Q 4 2004 
SERVIG 

Complainant, ) cowlssr~ 
V. ) NO. 1999-484 

BELLSOUTH TELECOMMUNICATIONS, INC., ) 

Defendant. ) 

IGLOU INTERNET SERVICES, INC.’S RESPONSE TO 
BELLSOUTH’S MOTION FOR RECONSIDERATION 

* * * * *  

Comes now Complainant, IgLou Internet Services, Inc., and hereby submits its 

Response to BellSouth’s Motion for Reconsideration, urging the Commission to overrule 

BellSouth’s Motion and further to enforce its November 30,2000, Order in this action. 

I. THE COMMISSION WAS EMPOWERED TO REQUIRE AN 
INTRASTATE TARIFF UNDER THE TELECOMMUNICATIONS 
ACT OF 1996. 

Much of BellSouth’s argument is based on the faulty assumption that this 

Commission was without authority to regulate competition within its borders, specifically 

in regard to DSL deployment. The Telecommunications Act of 1996 specifically 

reserved to the states the power to protect their citizens and promote competition within 

their borders. When coupled with the fact that the F.C.C. has absolutely no statutory 

grant of authority under the Telecommunications Act of 1996 (“Telecom Act”) to 

regulate DSL, it is clear that this Commission was empowered to require an intrastate 

tariff for intrastate DSL facilities. 



The Telecom Act specifically reserves to the states their traditional police powers 

in the area of telecommunications. For instance, Section 253(b) of the Telecom Act reads 

as follows: 

(b) State regulatory authority. Nothing in this section shall affect the 
ability of a State to impose, on a competitively neutral basis and consistent 
with section 254, requirements necessary to preserve and advance 
universal service, protect the public safety and welfare, ensure the 
continued quality of telecommunications services, and safeguard the rights 
of consumers. 

This authority is clearly a recognition by the legislature of the states’ police powers. 

The gth Circuit recently drafted an excellent analysis of preemption and states’ 

rights in conjunction with the Telecom Act. In Communications Telesystems Intl. v. 

California Pub. Util. Comm’n., 196 F.3d 101 1, 1017 (gth Cir. 1999), the plaintiff, a 

telecommunications company, sought to challenge a fine imposed by the California 

P.U.C. for slamming violations. The basis for the plaintiffs appeal was preemption of 

state regulatory power over telecommunications by the Telecom Act. In refusing to find 

preemption, the Court reaffirmed the scope and extent of the states’ police power over 

telecommunications, as addressed in Section 253(b) of the Act. “As the Supreme Court 

has held, ‘the regulation of utilities is one of the most important of the functions 

traditionally associated with the police power of the States.”’ Id. at 1017 (Citing 

Arkansas Elec. Coop. Cow. v. Arkansas Pub. Serv. Comm’n, 461 U.S. 375, 377,76 L. 

Ed. 2d 1, 103 S. Ct. 1905 (1983)). “Among the important state interests at issue here are 

the protection of consumers from unfair business practices, the compensation of those 

consumers for harm, and the need to ensure fair competition between, and the fitness to 

operate of, licensed carriers.” Id. (Citations omitted) 

2 



The Telecom Act contains other provisions that reflect Congress’ intent to 

preserve states’ authority in the area of telecommunications. Section 261 reads as 

follows: 

(a) Commission regulations. Nothing in this part shall be construed 
to prohibit the Commission from enforcing regulations prescribed prior to 
the date of enactment of the Telecommunications Act of 1996 [enacted 
Feb. 8, 19961 in fulfilling the requirements of this part, to the extent that 
such regulations are not inconsistent with the provisions of this part. 

(b) Existing State regulations. Nothing in this part shall be construed to 
prohibit any State commission from enforcing regulations prescribed prior 
to the date of enactment of the Telecommunications Act of 1996 [enacted 
Feb. 8, 19961, or from prescribing regulations after such date of 
enactment, in fulfilling the requirements of this part, if such regulations 
are not inconsistent with the provisions of this part. 

(c) Additional State requirements. Nothing in this part precludes a State 
from imposing requirements on a telecommunications carrier for intrastate 
services that are necessary to further competition in the provision of 
telephone exchange service or exchange access, as long as the State’s 
requirements are not inconsistent with this part or the Commission’s 
regulations to implement this part. 

Finally, Section 152(b) of the Telecom Act expressly recognizes states’ jurisdictional 

authority with respect to “charges, classifications, practices, services, facilities, or 

regulations for or in connection with intrastate communication service by wire or radio of 

any carrier.” 

In the present case, the Commission correctly determined that the facilities used 

to provision DSL are intrastate facilities. The Commission’s Order affects only an 

intrastate facility, the price of physical loops wholly located in the Commonwealth, 

which is well within this Commission’s jurisdiction. Assuming, arguendo, that the 

Commission’s decision affected an interstate service, the police power of the state in 

promoting competition and protecting the welfare of its residents would still operate to 

vest the Commission with jurisdiction to require and enforce a Kentucky-specific DSL 

3 
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tariff. Congress has specifically recognized this power of the states in the Telecom Act, 

specifically Section 253(b). Regardless, the Commission correctly determined that the 

DSL facilities in question are an intrastate matter and are thus properly tariffed at the 

state level. 

11. THERE'S A NEW TARIFF IN TOWN. 

BellSouth asserts that it "recognizes and wholeheartedly supports this 

Commission's position with respect to the importance of broadband infrastructure." 

(BellSouth Motion for Reconsideration, p. 4). Unfortunately this is the root of the 

problem at hand. BellSouth does indeed fully recognize the importance of this vital 

infrastructure and will do all they can to maintain full control of it now and in the future. 

As previously stated in this case, BellSouth occupies a powerful position between 

an Internet Service Provider and its customers. BellSouth is able to, and does in fact, 

utilize this gatekeeper position to leverage its monopoly of telephone services to gain 

control of other markets, such as Internet access. As everyone has recognized, ADSL 

will play an increasingly important role in the deployment of advanced services in the 

Commonwealth. This makes protection of this facility from such monopolization all the 

more important. 

In its Order dated November 30,2000, this Commission correctly recognized the 

crucial importance of an ADSL broadband infrastructure to the future of this 

Commonwealth. Surrendering such an important vital state resource to a foreign 

monopoly such as BellSouth would be a grave mistake and result in serious consequences 

down the road. As a result, it is of utmost important to ensure that a vibrant and 

competitive marketplace exists for broadband ADSL services. 

4 



This Commission correctly recognized the need for intervention in its Order when 

it found BellSouth's current wholesale tariff for ADSL unacceptable, unreasonable, 

discriminatory and destructive to the competitive broadband market here in the 

Commonwealth. The Commission further recognized its authority to prevent such 

anticompetitive practices within the Commonwealth. 

Unfortunately, instead of complying with this Commission's Order, BellSouth has 

chosen to file a Motion for Reconsideration and put forth what has been termed, by 

BellSouth, as a "resolution," i.e., a proposed modification of its federal tariff. In its 

Motion, BellSouth touts that this resolution fairly responds to the issues raised by IgLou 

and noted by this Commission. However, BellSouth's proposed resolution is in fact 

not a resolution at all, and does not serve to address the issues raised by IgLou nor 

those noted by this Commission. In fact, BellSouth's offer to file this new DSL tariff is 

much like a thief who has been caught by the police and demands to be released because 

he is willing to give back some of the loot. The Commission should not be fooled by this 

thinly veiled attempt to circumvent its Order. 

In fact, BellSouth attempts to characterize itself as a veritable broadband Robin 

Hood and that its proposed DSL tariff somehow results in better pricing for smaller ISPs 

than that found in the Commission's Order. BellSouth is simply comparing apples to 

oranges when it compares its new 3 tier proposed tariff to the Commission's modification 

of its own current 5 tier tariff. This Commission did not propose a 5 tier tariff in its 

Order, but rather a 5% modification of all tiers of BellSouth's existing tariff. To 

accurately compare the two, BellSouth would need to apply the Commission's 5% 

5 



mandate to this new “resolution” tariff as well. After such calculation, one finds that 

BellSouth’s new tariff is, in fact, not a lower alternative for smaller ISPs. 

If, in fact, BellSouth truly cared for ISPs as it claims, it would not be making an 

offer to file such a new tariff and would simply file a new tariff. Instead, one must 

correctly recognize BellSouth‘s offer as what it is, a threat. On the one hand, BellSouth 

claims that it wants to help ISPs obtain better pricing for its DSL services; on the other 

hand, it is refusing to file a revision to its federal tariff unless the Commission abstains 

from regulation of BellSouth. Essentially, BellSouth is attempting to tell the 

Commission that it has no authority to promote competition and broadband deployment 

in Kentucky, and that any attempts to protect Kentucky’s interests at BellSouth’s expense 

will be met with challenges to this Commission’s authority. Such strong-arm tactics 

should not be tolerated. 

During the many months of this proceeding, BellSouth has had ample time to 

make meaningful modifications to its ADSL tariff. Instead BellSouth chooses to make 

half-hearted attempts to pacify those businesses and consumers who are being harmed by 

BellSouth’s discriminatory conduct. BellSouth’s proposed “resolution” would be in fact 

the second modification that BellSouth has made to its ADSL tariff in six (6) months. 

This brings into question that resounding rigidity that BellSouth claims is in its ADSL 

tariff. It especially brings into question what cost justification that BellSouth has used to 

arrive at the tier levels and pricing contained in that tariff. The only justification offered 

by BellSouth for the tier levels in its “resolution” is that it wishes to offer favorable 

volume pricing to large out-of-state ISPs such as Earthlink, Telocity and Mindspring, as 

well as BellSouth’s own ISP, all to the detriment of Kentucky’s ISPs (BellSouth Motion 
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for Reconsideration, p. 5). Once again, BellSouth’s “offer of compromise” is yet another 

attempt to offer favorable rates to a select set of ISPs and charge Kentucky’s ISPs a 

higher price for the same service. 

This Commission determined a certain pricing structure for DSL facilities that is 

reasonable and nondiscriminatory. BellSouth is essentially telling the Commission that it 

will not comply with the Order and offers a diluted and self-serving solution to a problem 

created by BellSouth itself. This Commission’s Order was well within its jurisdiction; 

the Order represents a fair and equitable resolution to this matter, and the BellSouth’s 

Motion for Reconsideration should be denied. 

111. THE COMMISSION’S ORDER DOES NOT PRESENT A 
JURISDICTIONAL CONFLICT. 

In its Motion for Reconsideration, BellSouth incorrectly asserts that there is an 

unavoidable jurisdictional conflict if this Commission does not accept BellSouth’s 

“resolution.” BellSouth relies upon the oft-cited GTE decision’ for the faulty assumption 

that there is no room for both an intrastate and interstate ADSL tariff. BellSouth 

conveniently omitted an important clarification by the FCC regarding this issue. Shortly 

after the FCC released its decision in the GTE matter, NARUC filed a Motion for 

Clarification regarding the scope of the FCC’s decision. The FCC responded that “in 

some circumstances, ADSL services may be appropriately tariffed as intrastate 

services.”* The FCC’s clarification left to open the circumstances under which an 

intrastate tariff should be utilized. More importantly, the FCC specifically and 

unambiguously recognized that there is no irreconcilable conflict inherent in requiring 

GTE Telephone Operating Cos., GTOC Tariff No. 1, GTOC Transmittal No. 1148, CC Docket No. 98-79, 

Id., Release No. FCC 99-41. 

1 

released October 30, 1998. 
2 
- 
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both an interstate and an intrastate tariff for ADSL, as BellSouth claims in its Motion for 

Reconsideration. 

BellSouth further presents an inaccurate characterization of IgLou’s arguments in 

the present case by claiming that they are identical to the “price squeeze” arguments 

made by Northpoint in the GTE case. It should be noted that Northpoint’s arguments of a 

price squeeze in regard to ADSL tariffs in that case dealt with a CLEC’s ability to 

purchase UNE’s. As previously established in this case, IgLou is not a CLEC, and as a 

result cannot attempt to purchase UNEs. Northpoint’s arguments in that case were by no 

means similar to any of the complaints brought forth by IgLou. The comparison to 

Northpoint’s arguments in the GTE case is therefore not valid and should be disregarded 

by this Commission. 

I 

BellSouth incorrectly asserts that there is a jurisdictional conflict inherent in this 

Commission’s Order. BellSouth Motion for Reconsideration on these grounds should, 

therefore, be denied. 

IV. THE FILED RATE DOCTRINE IS NOT IMPLICATED BY 
THE COMMISSION’S ORDER 

Simply put, the filed rate doctrine bars collateral judicial attacks against 

regulatory agencies based upon rates approved by that agency. Weaoland v. Nynex, 27 

F.3d 17 (2nd Circuit 1994). The doctrine addresses two corresponding interests, one 

concerned with the ‘justiciability’ of determining reasonable rates, and the other 

concerned with potential ‘discrimination’ in rates as between ratepayers. Id. at 19. 

Contrary to BellSouth’s assertions, neither of these interests is implicated by the 

Commission’s Order in the present case. 
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The justiciability strand of the filed rate doctrine stands for the premise that an 

attack on a filed rate by a court would “unnecessarily enmesh the courts in the rate- 

making process.” Id. at 19. In other words, the courts recognized that regulatory 

agencies, such as Kentucky’s Public Service Commission, are far better equipped to 

understand the complex issues surrounding a utility rate, and are far better equipped to 

determine a fair and reasonable utility rate. The judiciary thus is required to abstain from 

second-guessing a regulatory agency with regard to utility rates. 

The discrimination strand stands for the proposition that courts may not set a rate 

for an individual utility customer different from other similarly situated utility customers 

for the same service. American Tele. & Telegraph Co. v. Central Office Tele., Inc., 524 

U.S. 214, 118 S. Ct. 1956, 1963, 141 L. Ed. 2d 222 (1998). 

Neither of these strands is implicated by the Commission’s decision. Initially, it 

should be noted that all of the cases cited by BellSouth in its Motion for Reconsideration 

deal with the inability of a court to collaterally attack a filed tariff. BellSouth has not 

cited any cases limiting the powers of a regulatory commission, such as the P.S.C., to 

examine rates. Indeed, the filed rate doctrine affirmatively gives the same protection to 

state commissions as it does to federal agencies. See Wegoland, supra at 20; Taffet v. 

The Southern Co., 967 F.2d 1483 (1 l th Cir. 1992). 

Contrary to BellSouth’s argument, the filed rate doctrine essentially affirms this 

Commission’s power to regulate utilities as it has in its Order. This Commission is in a 

better position than any other agency to determine what rates for intrastate 

communications facilities, such as DSL, are reasonable and nondiscriminatory within this 

Commonwealth. In addition, this Commission is empowered to require a uniform tariff 
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across the Commonwealth for intrastate facilities used by similarly situated people, i.e., 

residents and businesses of the Commonwealth. The tariff required by the Commission 

in this case is no different than other tariffs BellSouth must file for intrastate facilities in 

each state within its region. 

It is somewhat ironic that BellSouth persistently recommended the FISPA 

aggregation agreement during this litigation as a means for IgLou to obtain “special” 

access to lower prices for DSL, yet now BellSouth argues that all utility customers must 

pay the same rate for BellSouth service under the filed rate doctrine. BellSouth asserts in 

its Motion for Reconsideration that a state specific tariff would “allow Kentucky ISPs to 

obtain more favorable, preferential, and discriminatory rates.” (BellSouth Motion for 

Reconsideration, p. 12). One is left to wonder how the FISPA arrangement advertised by 

BellSouth would not result in “favorable, preferential and discriminatory rates” for a 

special group identified as FISPA members. It is further ironic that the FISPA agreement 

pushed by BellSouth is, itself, prohibited by the filed rate doctrine, as it was not 

developed or approved by any regulatory agency, such as this Commission. 

Nonetheless, it is clear that the filed rate doctrine is inapplicable in the present 

case. This Commission is empowered to require tariffs filed at the state level for 

intrastate facilities. This Commission is in the best position to understand what rates are 

fair and equitable for utility services deployed in the Commonwealth. Any tariff 

approved by this Commission will obviously be applied uniformly throughout the 

Commonwealth. BellSouth incorrectly asserts that the filed rate doctrine is implicated by 

this Commission’s Order, and its Motion for Reconsideration on these grounds should be 

denied. 



V. DISCRIMINATION BY BELLSOUTH IN THIS CASE WAS OBVIOUS 

In its Motion, BellSouth asserts that the record in this case failed to support the 

Commission’s finding that BellSouth’s means of providing utility services is 

discriminatory. Such an absurd assertion is an insult to the Commission, which had the 

vision to see the practical effect of BellSouth’s tariff on Kentucky’s ISPs and the general 

deployment of broadband in this Commonwealth. 

Throughout this preceding BellSouth has continued to point to other non-existent 

“options” for ISPs to gain access to broadband facilities. This Commission correctly 

noted in its Order that these options presented by BellSouth entail unnecessary burdens 

and/or are unrealistic. In its Motion for Reconsideration, BellSouth continues to point to 

many of these same supposed options. The Commission has already spoken as to its 

position on these proposed “alternatives,” and BellSouth’s Motion for Reconsideration on 

these grounds should be denied. 

CONCLUSION 

As this Commission is aware, it was well within its jurisdiction to require 

BellSouth to comply with all aspects of its Order. BellSouth’s offer of “compromise” is 

unacceptable and nothing more than an attempt to circumvent this Commission’s 

jurisdiction, and hide itself from this Commission’s watch. BellSouth has engaged in 

anticompetitive and discriminatory behavior in the deployment of its DSL services. The 

Commission’s Order effectively addresses the problems faced by Kentucky’s ISPs and 

their customers. Not only does BellSouth’s “resolution” fall short of the Commission’s 

mandates in this case, it presents no guarantee that BellSouth will cease its 

anticompetitive behavior. By attempting to remove this issue to Washington, D.C., 

11 



BellSouth is attempting to ensure that no local businesses will be able to challenge its 

business practices. Kentucky’s small ISPs are simply not equipped with the resources to 

fight for their interests in that forum. 

The Commission presented a well-reasoned and effective decision to resolve the 

issues in this case. The Commission was within its jurisdiction to so act. BellSouth’s 

Motion for Reconsideration should be denied. 

Respectfully submitted, 

1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40202 
Telephone (502) 587-6838 
Facsimile (502) 584-0439 
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I. FACTUAL AND PROCEDURAL BACKGROUND 

CTS is a California-based corporation that provides 
intrastate long-distance telecommunications services 
under authority granted by the CPUC. This case began 
after the CPUC received more than 56,000 complaints 
from California consumers that their long-distance 
carrier had been switched to CTS without their 
permission, an unlawful practice known as "slamming." 
On May 21, 1997, after more than a year of investigation 
and administrative proceedings before an administrative 
law judge, the CPUC concluded that CTS had indeed 
engaged in slamming, as prohibited by California Public 
Utility Code 5 2889.5. See Final Decision, 1997 Cal. 
PUC LEXIS 447. Among the sanctions [**3] imposed 
by the CPUC was a three-year prohibition on the 
provision of intrastate long-distance services in 
California. It is only this sanction which CTS seeks to 
enjoin in federal court. 

On May 22, 1997, CTS filed CTS 1 in federal 
district court, arguing that the suspension on the 
provision of intrastate services is preempted by 4 253 of 
the Act, and should therefore be enjoined. CTS focuses 
on 5 253(a) of the Act, which provides that "no State or 
local statute or regulation, or other ... legal requirement, 
may prohibit or have the effect of prohibiting the ability 
of any entity to provide any interstate or intrastate 
telecommunications service." Section 253(b), however, 
provides that "nothing in this section shall affect the 
ability of a State to impose, on a competitively neutral 
basis and consistent with section 254 of this section, 
requirements necessary to ... protect the public safety and 
welfare ... and safeguard the rights of consumers." 
Because the CPUC already had eliminated CTS' ability 
to engage in slamming, nl  CTS argues that the three- 
year suspension violates the Act because it is not 
"necessary to ... safeguard the rights of consumers." 

nl  See Interim Order, 1997 WL 178856 
(Cal. P.U.C. Mar. 18, 1997) (Decision No. 97-03- 
053). 

[**41 

Although no substantive proceedings took place in 
the federal case for almost a year, the state proceedings 
continued apace. On June 10, 1997, before the decision 
[*lo151 of the CPUC became effective, CTS filed a 
petition for rehearing with the CPUC pursuant to 
California Public Utility Code 5 1733(a). In that 
petition, CTS purported to reserve its federal claims 
under England v. Louisiana Board of Medical 
Examiners, 375 U.S. 41 1, 420, 11 L. Ed. 2d 440, 84 S. 
Ct. 461 (1984). CTS did not describe its federal claims, 

Page 2 

however. On October 22, the CPUC denied the bulk of 
the petition for rehearing. See Order (Cal. P.U.C. Oct. 
22, 1997) (Decision No. 97-10-063). The Order does not 
discuss 5 253 of the Act. The CPUC did consider the 
preemptive effect of 9 253, however, in its interim order 
freezing CTS' ability to switch consumers' long-distance 
service. See Interim Order, 1997 WL 178856, *3-4. 

On November 21, 1997, CTS filed in the California 
Supreme Court a petition for a Writ of Review. In that 
petition, CTS did not present its federal claims or purport 
to make an England reservation of those claims. At the 
time, the petition was the only judicial [**5] review of 
CPUC decisions available in California. Compare Cal. 
Pub. Util. Code 5 5 1756-61 (1997) with 5 3 1756-61 
(1999). On December 23, 1997, the California Supreme 
Court summarily denied review. On January 5, 1998, 
CTS halted intrastate service in California. 

On June 22, 1998, the district court dismissed CTS 
I ,  holding that abstention was appropriate under the 
Younger doctrine. See CTS I ,  14 F. Supp. 2d 1165 at 
1167. In a well-reasoned decision, the district court 
concluded that state proceedings were still ongoing at the 
time CTS filed suit in federal court, that important state 
interests were at stake, and that the California state 
courts afforded CTS an adequate opportunity to raise its 
federal claims. 

On July 20, 1998, CTS filed a second federal action, 
CTS 2, again claiming that the CPUC's sanctions violated 
5 253 of the Act. Because state proceedings were no 
longer ongoing at that time, Younger did not apply. In 
due course, the district court dismissed this second 
action, holding that because the federal claim could have 
been raised in the state proceedings, CTS' suit was barred 
by claim preclusion. CTS appeals both dismissals. 

11. [**6] STANDARD OF REVIEW 

We review a decision to abstain under Younger as a 
question of law. See Dubinka v. Judges of the Superior 
Court, 23 F.3d 2 18, 22 1 (9th Cir. 1994). A district court's 
determination that a claim is barred by res judicata also 
is reviewed as an issue of law. See Cabrera v. Cily of 
Huntington Park, 159 F.3d 374,381 (9th Cir. 1998). 

Ill.  DISCUSSION 

Abstention by a district court is required under 
Younger when three criteria are satisfied: 

(1) State judicial proceedings are ongoing; 

(2) The proceedings implicate important state interests; 
and 
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(3) The state proceedings provide an adequate 
opportunity to raise federal questions. n2 

Fresh Int'l Corp. v. Agricultural Labor Relations Bd., 
805 F.2d 1353, 1357-58 (9th Cir. 1986). The doctrine 
propounded by Younger and its progeny reflects a strong 
policy against federal court interference in ongoing state 
proceedings. The interests of comity, federalism, 
economy, and the presumption that state courts are 
competent to decide issues of federal constitutional law 
underlie Younger abstention. Middlesex County Ethics 
Comm'n v. Garden State Bar Ass'n, 457 U.S. 423, 431- 
32, 73 L. Ed. 2d 116, 102 S. Ct. 2515 (1982). [**7] 

n2 This prong is intertwined with the res 
judicata analysis discussed in Part 111, subsection 
3, infra. 

Res judicata, or claim preclusion, bars courts from 
hearing claims that [*lo161 should have been raised 
and resolved in earlier litigation between the same 
parties. This salutatory rule is motivated by policies of 
avoiding repetitive litigation and conserving judicial 
resources. International Union of Operating Eng'rs v. 
Karr, 994 F.2d 1426, 1430 (9th Cir. 1993). 

I .  State Judicial Proceedings Were Ongoing. 

CTS contends that state proceedings were not 
ongoing when it filed CTS 1 with the district court 
because the CPUC had labeled its decision "final" one 
day before CTS filed suit in federal court. However, by 
its own terms, the CPUC's decision was not to take effect 
for 30 days. See Decision No. 97-05-89. During this 
interim period, CTS was not only aware that a petition 
for a rehearing was available as of right, but CTS in fact 
filed such a petition on June 10, 1997. According [**8] 
to California law, the "final" administrative decision is 
the one made on an application for rehearing, not the 
original decision. See Cal. Pub. Util. Code 5 1731(b); 
City of Los Angeles v. Public Util. Comm'n, 15 Cal. 3d 
680, 707, 125 Cal. Rptr. 779, 542 P.2d 1371 (1975). 
Hence, the decision by the CPUC was not final until 
October 22, 1997, when the order denying rehearing was 
filed. CTS subsequently filed an appeal with the 
California Supreme Court, which was denied on 
December 23, 1997. 

Even more damaging to CTS' claim that the state 
proceedings were not ongoing is Hicks v. Miranda, 422 
U.S. 332, 45 L. Ed. 2d 223, 95 S. Ct. 2281 (1975) 
(overruled on other grounds). In Hicks, the Supreme 
Court held that even where state proceedings are begun 
after a federal complaint is filed, but before any 

proceeding of substance on the merits have taken place 
in federal court, the principles of Younger apply with full 
force. See id. at 349. Applying Hicks to the instant case, 
even if the May 21, 1997 CPUC decision was final as 
CTS contends, CTS initiated a "second" state proceeding 
on June 10, 1997 (by filing a petition for [**9] 
rehearing) after their federal complaint was filed (on 
May 22, 1997), but before the district court had done 
anything of substance concerning its merits. Hence, 
following the Hicks analysis, the Younger doctrine 
applies. 

2. The CPUC Proceedings Were Not Preempted. 

Rather than attempt to challenge the validity of the 
state interests at stake before the CPUC, CTS argues that 
any such interests are obviated because preemption of 
the CPUC's actions by federal law is "readily apparent." 
Gartrell Constr. Inc. v. Aubry, 940 F.2d 437, 441 (9th 
Cir. 1994). CTS does not allege that the CPUC's 
imposition of fines and other penalties is unlawful, but 
that the CPUC's three-year suspension of CTS' intrastate 
operations is preempted by 6 253(a) of the Act. The 
argument misses an important point. 

Section 253(a) of the Act does contain an explicit 
preemption provision: "No State or local statute or 
regulation, or other ... legal requirement, may prohibit or 
have the effect of prohibiting the ability of any entity to 
provide any interstate or intrastate telecommunications 
service." Section 253(b) then states, however, that 
"nothing in this section shall affect [**lo] the ability of 
a State to impose, on a competitively neutral basis and 
consistent with section 254 of this section, requirements 
necessary to ... protect the public safety and welfare ... 
and safeguard the rights of consumers." As noted earlier, 
CTS contends that, because the CPUC had deprived it of 
its ability to engage in slamming, n3 the three-year 
suspension on providing long-distance services was not 
[*lo171 "necessary to ... safeguard the rights of 
consumers" and therefore trespasses into federal 
territory. 

n3 See Interim Order, 1997 WL 178856 
(Cal. P.U.C. Mar. 18, 1997) (Decision No. 97-03- 
053). 

The United States Supreme Court and the Ninth 
Circuit have held that federal preemption of state 
regulation in the area of telecommunications must be 
clear and occurs only in limited circumstances. See 
Louisiana Pub. Sen .  Comm'n v. FCC, 476 U.S. 355, 

California v. FCC, 905 F.2d 1217, 1243 (9th Cir. 1990). 
368-69, 90 L. Ed. 2d 369, 106 S. Ct. 1890 (1986); 
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Under [**11] Younger, state action may be preempted 
only for conduct that is "'flagrantly and patently' 
violative of the constitution," Le., preemption must be 
"readily apparent." Fresh Int'l, 805 F.2d at 1361 n.12 
(quoting Younger, 401 U.S. 37 at 54). 

CTS' preemption argument misinterprets the purpose 
of the Act and ignores the important state interests at 
issue here. The Act was designed to prevent explicit 
prohibitions on entry by a utility into 
telecommunications, and thereby to protect competition 
in the industry while allowing states to regulate to protect 
consumers against unfair business practices such as 
slamming. See Joint Explanatory Statement of the 
Committee of Conference, Cong. Rec. H1078, H1 1 1 1 
(Jan. 31, 1996). As the Supreme Court has held, "the 
regulation of utilities is one of the most important of the 
functions traditionally associated with the police power 
of the States." Arkansas Elec. Coop. Corp. v. Arkansas 
Pub. Sen .  Comm'n, 461 U.S. 375, 377, 76 L. Ed. 2d 1, 
103 S. Ct. 1905 (1983). Among the important state 
interests at issue here are the protection of consumers 
from unfair business practices, the compensation of 
[**12] those consumers for harm, and the need to ensure 
fair competition between, and the fitness to operate of, 
licensed carriers. See Hirsh v. Supreme Court, 67 F.3d 
708, 712-13 (9th Cir. 1995) (quoting Middlesex, 457 
U.S. at 434). 

The CPUC's actions in fining and temporarily 
suspending CTS from providing long-distance service 
serve the very purpose specified in 5 253(b) of the Act 
and are not "flagrantly and patently" violative of the 
Constitution. The CPUC has the power to implement 
regulations that are "necessary" to "protect the public" 
against slamming, which reasonably may include fines or 
suspensions needed to prevent such unlawful activity. 
Under CTS' analysis of "necessary," a freeze on 
slamming would be the only action permitted. CTS 
ignores the reality that fines or suspensions may be 
required to prevent and deter illegal behavior. More 
crucially, as the CPUC points out, the suspension handed 
down against CTS need not be necessary to prevent CTS' 
slamming; rather, it need only be necessary to serve the 
interests recognized in 5 253(b) of protecting the public 
welfare. 

Hence, the Act does not preempt the sanctions 
handed down against CTS by [**13] the CPUC. The 
sanctions advanced important state interests and thus 
were not "flagrantly and patently" violative of the 
Constitution. 

3. CTS 2 is Barred by Claim Preclusion. 

Because the third prong of Younger ("adequate 
opportunity" to raise federal claims) is closely related to 

the res judicata issue raised in CTS 2, this final point will 
be considered after the claim preclusion discussion at 
issue in CTS 2. In CTS 2, the district court concluded that 
CTS' federal claims were barred by res judicata because 
CTS had an adequate opportunity to litigate the claims in 
the state proceedings. 

Res judicata, or claim preclusion, bars claims that 
should have been raised and resolved in earlier litigation 
between the same parties. Generally, a claim is barred 
under this doctrine if the earlier litigation: (1) concerned 
the same claim as the current action, (2) reached final 
judgment on the merits, and (3) involved the same 
parties. See Nordhorn v. Ladish Co., 9 F.3d 1402, 1404 
(9th Cir. 1993). 

[*lo181 By statute, state court judgments are 
accorded the same preclusive effect in federal courts as 
they are given in the courts of that state. See 28 U.S.C. 5 
1738. [** 141 Under federal common law, quasi-judicial 
state administrative proceedings are treated similarly. See 
University of Tennessee v. Elliott, 478 U.S. 788, 799, 92 
L. Ed. 2d 635, 106 S. Ct. 3220 (1986) (holding that state 
administrative fact-finding is given the same preclusive 
effect as it is given by state courts); Guild Wineries & 
Distilleries v. Whitehall Co., 853 F.2d 755, 758 (9th Cir. 
1988) (recognizing 9th Circuit's extension of Elliot to 
legal conclusions of state administrative proceedings). 

The Due Process Clause places some limits on the 
doctrine of res judicata; only proceedings that meet the 
minimal requirements of due process are accorded 
preclusive effect. See Kremer v. Chemical Constr. Corp., 

(1 982). A state proceeding that does not provide a party a 
"'full and fair opportunity' to litigate the claim" does not 
qualify. Id. at 480-81; see also Elliot, 478 U.S. at 799. 
We have recently held that a state administrative 
procedure provides a "full and fair opportunity" to 
litigate only if it includes some form of judicial review. 
[** 151 See Wehrli v. County of Orange, 175 F.3d 692, 
693 (9th Cir. 1999). 

CTS does not dispute that the state proceedings 
involved the same parties and the same claim. CTS 
argues, however, that the state proceedings cannot be 
considered res judicata given the history of summary 
rejections of review by the California Supreme Court. It 
is not clear whether CTS is arguing that there was no 
final decision on the merits for res judicata purposes or 
instead, that the California Supreme Court's procedures 
did not meet the minimal requirements of due process. In 
either case, CTS' argument is unpersuasive. There was a 
final decision on the merits, and minimal requirements 
were met. 

Until this year, the only judicial review of CPUC 
decisions was through a petition for a writ of review to 

456 U.S. 461,483-85, 72 L. Ed. 2d 262, 102 S. Ct. 1883 
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the California Supreme Court. See Cal. Pub. Util. Code 4 
1756 (1998). CTS filed such a petition but declined to 
include its federal claims. The petition was denied in a 
one-line order. See CTS v. CPUC, 1997 Cal. LEXIS 
8656 (Cal. Dec. 23, 1997). Under California law, the 
California Supreme Court's summary denial is a final 
decision on the merits with res judicata effect. See 
[** 161 Consumers Lobby Against Monopolies v. 
CPUC, 25 Cal. 3d 891, 901,905, 160 Cal. Rptr. 124,603 
P.2d 4 1 (1 979). Section 1738 thus requires this court to 
accord the denial the same res judicata effect and to 
affirm the dismissal in CTS 2. See 28 U.S.C. 4 1738. 

CTS argues that the denial should not be considered 
res judicata because the California Supreme Court did 
not provide it a "full and fair opportunity" to litigate its 
claims. CTS contends that no meaningful review in the 
California Supreme Court was available because the 
Court grants only a small portion of civil writs for 
review, 4% in 1996-97. CTS claims that only one 
petition for review of a CPUC decision has been granted 
out of 79 filed since 1990, effectively rendering it futile 
to bring its federal claims in the state courts. CTS also 
alleges that every other state in the Union provides 
mandatory judicial review of public utility commission 
decisions. California now provides for appeal of CPUC 
decisions to the California Courts of Appeal. See Cal. 
Pub. Util. Code 5 1756 (1 999). 

Although this court is familiar with the futility 
argument, CTS fails to recognize that summary [**17] 
denials by the California Supreme Court of petitions for 
review of CPUC decisions have long been accorded 
preclusive effect by the federal courts. See, e.g., Napa 
Valley Elec. Co. v. Board of R.R. Comm'rs of Cal., 251 

(recognizing res judicata effect of denial of review of 
Board's rate-making; Board was [* 10 191 predecessor of 
the CPUC); Pactfic Tel. & Tel. Co. v. CPUC, 600 F.2d 
1309, 1314 (9th Cir. 1979) (affirming continued vitality 
of Napa Valley); Jackson Water Works, Inc. v. CPUC, 
793 F.2d 1090, 1097 (9th Cir. 1986) (following Pac$c 
Tel. & Tel.). 

These decisions are not surprising. Unlike the 
United States Supreme Court's denials of petitions for 
certiorari, the California Supreme Court has no 
discretion to refuse to consider petitions for review of 
CPUC decisions. See Consumers Lobby, 25 Cal. 3d 891 
at 901 n.3, 160 Cal. Rptr. 124, 603 P.2d 41 
(distinguishing mandatory review of CPUC decisions 
with discretionary writs of prohibition and mandate). The 
California Supreme Court has only the discretion to deny 
oral argument and a written opinion. The summary 
denials thus are similar to the Supreme [**18] Court's 
summary denials of review of state court decisions. 
Those denials are on the merits and have preclusive 

U.S. 366, 372-73, 64 L. Ed. 310, 40 S. Ct. 174 (1920) 

effect, despite the lack of oral argument or a written 
opinion. See Boggs v. Boggs, 520 U.S. 833, 849, 138 L. 
Ed. 2d 45, 117 S. Ct. 1754 (1997). This circuit also 
resolves, on occasion, appeals in one-line unpublished 
dispositions without oral argument. Such decisions are 
on the merits and have res judicata effect. See 9th Cir. R. 
36-3. In any event, CTS will not be heard to criticize the 
California Supreme Court's refusal to consider its federal 
claims when CTS failed to present its federal claims to 
that court. That court may well have taken a second look 
had it been presented with the federal claims. CTS' 
statistics do not indicate the frequency with which writs 
of review are granted in cases raising important federal 
claims. 

CTS further attempts to rely on UPS v. CPUC, 77 
F.3d 1178 (9th Cir. 1996). CTS claims that the Ninth 
Circuit reversed course in that case and held that 
summary denials of review by the California Supreme 
Court are inadequate for res judicata purposes. While 
UPS does express "serious reservations" regarding 
[** 191 the adequacy of California's review procedures, 
those reservations were by way of dicta. See UPS, 77 
F.3d 1178 at 1188. The UPS discussion of the "full and 
fair" opportunity to litigate before the California 
Supreme Court applies only to the analysis of whether 
UPS' England reservation should be honored despite 
UPS' failure to file its federal action before filing the 
state action. UPS recognized "the affirmation granted 
this state practice by the Supreme Court and by this 
court" and explicitly declined to consider any issues of 
res judicata. Id. 

Further, to the extent that CTS cites UPS for its 
liberal interpretation of England reservations, UPS is 
irrelevant. The UPS court recognized that England 
reservations do not apply in the Younger context. See 
UPS, 77 F.3d at 1184 n.5. Because the state proceeding 
in UPS was a quasi-legislative rate-making, Younger 
abstention could not apply, and an England reservation 
was appropriate. See id. In the instant case, CTS made no 
England reservation in its petition to the California 
Supreme Court and thus cannot rely on UPS. 

This court is bound to follow [**20] earlier Ninth 
Circuit and Supreme Court precedent rather than any 
dicta in UPS. The decision of the district court, 
concluding that CTS' federal claims were barred by res 
judicata, is affirmed. 

4. CTS Had an Adequate Opportunity to Present Its 
Federal Claims in the State Proceedings. 

The third prong of the Younger analysis ,asks 
whether the plaintiff has or had an "adequate" or "full 
and fair" opportunity to raise its federal claims in the 
state proceedings. See Moore v. Sims, 442 U.S. 415, 431 
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11.12, 60 L. Ed. 2d 994, 99 S. Ct. 2371 (1979). The 
federal issues need not, of course, have been actually 
litigated in the state proceedings. In fact, the Supreme 
Court has suggested that a plaintiffs failure to raise its 
federal claims in the state proceedings favors Younger 
abstention. See Pennzoil Co. v. Texaco, Inc., 481 U.S. 1, 
15, 95 L. Ed. 2d 1, 107 S. Ct. 1519 (1987) ("When a 
litigant has [*lo201 not attempted to present his federal 
claims in related state-court proceedings, a federal court 
should assume that state procedures will afford an 
adequate remedy, in the absence of unambiguous 
authority to the contrary."). 

The "adequate opportunity" [**2 11 prong of 
Younger is no more difficult to satisfy than the res 
judicata test. Younger requires only the absence of 
"procedural bars" to raising a federal claim in the state 
proceedings. See, e.g., Middlesex, 457 U S .  at 432 (1982) 
("[A] federal court should abstain 'unless state law 
clearly bars the interposition of the constitutional 
claims."') (quoting Moore, 442 U.S. at 426); Dubinka, 23 
F.3d at 224 (9th Cir. 1994) (applying Younger even 

though state courts are compelled to reject a federal 
constitutional claim under state precedent; relying on 
absence of procedural bar to raising the claim). CTS has 
the burden of showing "that state procedural law barred 
presentation of [its] claims." Pennzoil, 481 U.S. at 14. 
CTS has not met this burden. 

CTS does not dispute that it could have presented its 
federal claims to the California Supreme Court but 
argues only that that opportunity was inadequate because 
of the court's practice of summarily denying petitions for 
review of CPUC decisions. CTS' argument is 
unpersuasive for the reasons discussed in Part 111, 
subsection 3. If the California Supreme Court's [**22] 
denial suffices for res judicata purposes, then, by 
definition, the denial must provide a "full and fair" 
opportunity for parties to litigate their claims. Younger 
requires no more. The decisions of the district court in 
CTS I and CTS 2 are 

AFFIRMED. 
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statement at a later date 

OPINION: 

I. INTRODUCTION 

1. MCI WorldCom, Inc. (MCI WorldCom) has filed a petition for reconsideration 
of our order concluding our investigation of =Telephone Operating Cos.' GTOC 
Transmittal No. 1148. nl In addition, the National Association of Regulatory 
Utility Commissioners (NARUC) filed a request for clarification and/or 
reconsideration of the GTE DSL O r d e r .  n2 In this Memorandum Opinion and Order, 
we deny both the petition for reconsideration filed by MCI WorldCom and the 
request for clarification and/or reconsideration filed by NARUC. 

FCC 98-292, Memorandum Opinion and Order (rel. Oct. 30, 1998) ( G T E  DSL O r d e r ) .  

of MCI WorldCom's petition for reconsideration and NARUC's request for 
clarification is included at Appendix B. 

nl GTE Tel. Operating Cos. GTOC Transmittal No. 1148, CC Docket No. 98-79, 

n2 A list of parties submitting comments is included at Appendix A. A summary 

11. BACKGROUND 

2. In an Order released October 30, 1998, we concluded an investigation of a 
new access offering filed by GTE t h a t  GTE calls its DSL Solutions-ADSL 



[*2] Service (ADSL service). ..3 found that this offering, which permits 
Internet Service Providers (ISPs) to provide their end user customers with high- 
speed access to the Internet, is an i n t e r s t a t e  service and is properly tariffed 
at the federal level. n3 

n3 GTE DSL O r d e r  at P1. 

3. In the GTE DSL O r d e r ,  we found that the jurisdictional nature of 
communications traditionally is determined by the end points of the 
communication and not points of intermediate switching or exchanges between 
carriers. n4 We rejected the argument that, for jurisdictional purposes, an end- 
to-end ADSL communication must be separated into two components: an i n t r a s t a t e  
telecommunications service, provided in this instance by GTE, and an i n t e r s t a t e  
information service, provided by the ISP. n5 We emphasized that the Commission's 
decision to treat ISPs as end users for access charge purposes does not affect 
the nature of the end-to-end communication or the Commission's j u r i s d i c t i o n  over 
such traffic. n6 Accordingly, we concluded that I S P  traffic must be analyzed as 
a continuous transmission from the end user to a distant Internet website. n7 

n4 GTE DSL O r d e r  at PP17-19. 

n5 GTE DSL O r d e r  at P20. 



n6 GTE DSL Order  at P21. 

n7 GTE DSL Order  at P21. 

4. We then determined that GTE's ADSL service offering is properly tariffed 
at the federal level on the ground that it is similar to existing special access 
services that are subject to federal regulation under the mixed-use facilities 
rule. n8 We found that, like point-to-point private line service that high- 
volume telephony customers purchase for direct access to interexchange carriers' 
networks, GTE's ADSL service provides end users with direct access to their 
selected ISPs, over a connection that is dedicated to ISP access. n9 We 
determined that the ADSL service also is similar to traditional private line 
services in that they both may carry interstate  and intrastate  traffic and both 
services provide direct access from an end user to a service provider's (ISP or 
IXC) point of presence (POP). n10 Because more than a d e  m i n i m i s  amount of 
Internet traffic is destined for websites in other states or other countries, we 
concluded that GTE's ADSL service offering is subject to federal jur isdict ion 
under the mixed-use facilities rule. nll 

n8 GTE DSL Order  at P23. A s  discussed in the GTE DSL Order ,  under the mixed- 
use facilities rule, special access lines carrying both in ters ta te  and 
intrastate  traffic are subject to the Commission's jur isdict ion where it is not 
possible to separate the uses of the special access lines by jur i sd ic t ion .  Id. 
Special access lines carrying more than d e  m i n i m i s  amounts ( i . e . ,  more than ten 
percent) should be assigned to the interstate  jur isdict ion.  I d .  
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n9 GTE DSL O r d e r  at P25. 

n10 GTE DSL O r d e r  at P25. 

nll GTE DSL O r d e r  at P26. 
A .  MCI WorldCom's Petition for Reconsideration 

5. MCI WorldCom requests the Commission to reconsider its finding that ADSL 
communications "do not terminate at the ISP's local server, . . . but continue 
to the ultimate destination or destinations, very often at a distant Internet 
website accessed by the end users.'' n12 MCI WorldCom states that the 
Commission's jurisdictional analysis treats the ISP as if it is a provider of 
telecommunications and presumes that there is end-to-end telecommunications 
between the end user and the distant website, with one portion provided by 
and the other portion provided by the I S P .  n13 

n12 MCI WorldCom Petition at 2, citing GTE DSL O r d e r  at P19. 

n13 MCI WorldCom Petition at 3. 
B. NARUC's Request f o r  Clarification 

6. NARUC requests that the Commission clarify that the GTE DSL O r d e r  does not 
preclude states from requiring intrastate tariffs of ADSL services designed to 
connect end users to I S P s .  n14 NARUC states that some of its member commissions 
either currently have under investigation the filing of intrastate tariff 
arrangements 



[*5] similar to that proposed in the GTE/BOC tariffs or are considering such 
action. n15 

n14 NARUC Request at 2. 

n15 NARUC Request at 2. 

7. NARUC also requests that the Commission clarify that Part 36 separation 
rules for special access tariffs should remain in effect for GTE's tariff until 
the Separations Joint Board issues a recommendation on any needed revisions. n16 
NARUC states that the question of whether changes to section 36.154(b) of the 
Commission's rules (entitled "Exchange Line Cable and Wire Facilities (C&WF) -- 
Category 1 -- Apportionment Procedures") are needed to appropriately allocate 
line costs associated with virtual special access tariffs like GTE's is 
currently pending before the Separations Joint Board. n17 NARUC argues that the 
current separations rules require direct assignment of "special access" line 
costs to the relevant jurisdiction. n18 NARUC states that in the case of GTE's 
ADSL tariff, that is the interstate jurisdiction. n19 

n16 NARUC Request at 3, 6. 

n17 NARUC Request at 5. 

n18 NARUC Request at 3. 

n19 NARUC Request at 4. 

111. DISCUSSION 

8. MCI WorldCom presents no new facts or arguments in its petition that would 
lead us to change 



I 

[*6] the decisions that we made in the GTE DSL O r d e r .  We therefore affirm our 
decision for the reasons stated therein and deny MCI WorldCom's petition. n20 To 
the extent NARUC also seeks reconsideration of our jurisdictional determinations 
in the GTE DSL O r d e r ,  we deny its petition as well. n21 We reiterate, however, 
that in some circumstances, ADSL services may be appropriately tariffed as 
intrastate  services. n22 For example, GTE may tariff an ADSL service with the 
states so that those customers whose Internet use is 10 percent or less 

~ 

interstate  may purchase the service out of state tariffs and those customers 
whose Internet use is more than 10 percent interstate  may purchase the service 
out of the federal t a r i f f .  

n20 S e e  GTE DSL O r d e r  at PP16-29. 

n21 S e e  GTE DSL O r d e r  at PP16-29. We made a similar determination in an Order 
released on November 30, 1998, concluding our investigation of new access 
offerings filed by Bell Atlantic, BellSouth, =System Telephone Cos., and 
Pacific Bell (collectively, the "ILECs") establishing ADSL service. Bell 
Atlantic Telephone Cos., CC Docket No. 98-168; BellSouth Telecommunications, 
Inc., CC Docket No. 98-161; - GTE System Telephone Cos., CC Docket No. 98-167; and 
Pacific Bell Telephone Co., CC Docket No. 98-103, FCC 98-317, Memorandum Opinion 
and Order (rel. November 30, 1998). In that Order, the Commission concluded 
that, for reasons set forth in the E D S L  O r d e r ,  the ILECs' ADSL service 
offerings are in ters ta te  services and are properly tariffed at the federal 
level. I d .  at P1. 
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n22 GlTE DSL Order  at P27. 

9. The request for clarification filed by NARUC raises separations and cost 
allocation issues that go beyond the scope of the limited issue that was subject 
to investigation in this tariff proceeding. These are important questions that 
we intend to address in a separate proceeding in conjunction with the Federal- 
State Joint Board. Accordingly, we refer NARUC's petition to the Joint Board 
proceeding in Docket No. 80-286. 

I V .  ORDERING CLAUSES 

10. Accordingly, IT IS ORDERED, pursuant to Sections 1, 2, 4(i), 4(j), 201- 
205, and 405 of the Communications Act of 1934, 47 U . S . C .  § § 151, 152, 154(i), 
154(j), 201-205, and 405, that the petitions for reconsideration filed by MCI 
WorldCom, Inc., IS HEREBY DENIED. 

11. IT IS FURTHER ORDERED, that the request for clarification and/or 
reconsideration filed by the National Association of Regulatory Utility 
Commissioners IS HEREBY DENIED. 

Magalie Roman Salas 

Secretary 

APPENDIX: APPENDIX A 

ACI Corp. 
Ameri t ech 
Association for Local Telecommunications Services (ALTS) 
Bell Atlantic 
BellSouth Corporation 
California Public Utilities Commission (CPUC) 
Commonwealth 

Parties F i l i n g  C o m m e n t s  



[ * a ]  Telecom Services, Inc. (CTSI) 
Florida Public Service Commission (FPSC) 
GTE Service Corporation 
Hyperion Telecommunications, Inc. 
KMC Telecom, Inc. 
Logix Communications Corp. 
MCI/Worldcom, Inc. (MCI) 
Minnesota Department of Public Service (MDPS) 
National Association of Regulatory Utility Commissioners (NARUC) 
Pacific Bell 
Public Utility of Texas (TPUC) 
RCN Telecomm Services, Inc. 
Telecommunications Resellers Association (TRA) 
Transwire Communications, Inc. 
United States Telephone Association (USTA) 
US West, Inc. 
Washington Association of Internet Service Providers (WAISP) 
Washington Utilities and Transportation Commission (WUTC) 
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* The Honorable T.F. Gilroy Daly, United States 
District Judge for the District of Connecticut, 
sitting by designation. 

OPINIONBY: 
WALKER 

OPINION: 

[* 171 WALKER, Circuit Judge: 

Plaintiff ratepayers appeal from a judgment of the 
United States District Court for the Southern District of 
New York (Kimba [*IS] M. Wood, Judge) dismissing 
their [**2] two putative class action suits brought 
pursuant to the civil provisions of the Racketeer 
Influenced and Corrupt Organizations Act (“RICO”), 18 
U.S.C. 5 1961 et seq., and associated state statutes and 
causes of action. Judge Wood ruled that the plaintiffs’ 
actions were barred by the filed rate doctrine. For 
substantially the reasons articulated in Judge Wood‘s 
thorough and commendable opinion reported at 806 F. 
Supp. 11 12 (S.D.N.Y. 1992), we affirm. 

BACKGROUND 

Plaintiffs filed two nearly identical complaints in 
this matter, which name as defendants NYNEX, New 
England Telephone and Telegraph Co. (“NETel”), New 
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York Telephone Co. ("NYTel"), numerous subsidiaries, 
and individual directors and executives of these 
corporate entities (collectively "NYNEX"). Plaintiffs are 
three purported NYNEX ratepayers. The facts necessary 
to dispose of this appeal are succinctly stated in the 
district court's opinion: 

The complaints allege that NYTel and NETel gave 
regulatory agencies and consumers misleading financial 
information to support the inflated rates they requested. 
More particularly, plaintiffs allege a scheme in which 
[**3] certain unregulated subsidiaries of NYNEX sold 
products and services to NYTel and NETel at inflated 
prices. NYTel and NETel then used those prices to 
justify inflated rates, resulting in high profits to the 
NYNEX corporate family, which profited by extracting 
higher rates from ratepayers, but did not suffer from the 
higher "cost" of products and services because these 
extra costs inured to the benefit of members of the 
corporate family. The net effect, the complaints allege, 
was that the ratepayers and the regulatory agencies were 
misled into believing that certain higher rates were 
justifiable, and the NYNEX corporate family was able to 
enjoy inflated profits as a result of its misrepresentations. 

' 

Wegoland, Ltd v. NYNEX Corp., 806 F. Supp. 1112, 
1113 (S.D.N.Y. 1992). The district court referred this 
matter to Chief Magistrate Judge Nina Gershon, who 
issued a Report and Recommendation recommending 
that four of the plaintiffs' seven claims be dismissed. 
These dismissals were not contested and are thus not 
before us. As for the remaining three claims, two RICO 
claims and one state claim, the Chief Magistrate Judge 
rejected the defendants' argument [**4] that the claims 
were barred by the filed rate doctrine. The Chief 
Magistrate Judge's recommendation relied primarily on 
the Eleventh Circuit's ruling in Taffet v. Southern Co., 
930 F.2d 847 (1 lth Cir. 1991) ("Taffet I"), which was the 
only appellate decision directly addressing this issue and 
which held that the filed rate doctrine did not bar RICO 
claims by ratepayers against utilities. 

After the Chief Magistrate Judge issued her 
recommendation, the Eleventh Circuit, sitting en banc, 
unanimously reversed itself, ruling that the filed rate 
doctrine does bar RICO claims by ratepayers against 
utilities. Taffet v. Southern Co., 967 F.2d 1483 (1 lth 
Cir.) (en banc) ("Taffet II"), cert. denied, 121 L. Ed. 2d 
583, 113 S. Ct. 657 (1992). Also in the intervening 
period between the Chief Magistrate Judge's 
recommendation and Judge Wood's ruling, the Eighth 
Circuit applied the filed rate doctrine to bar a suit in 
similar circumstances. H.J. Inc. v. Northwestern Bell 
Tel. Co., 954 F.2d 485 (8th Cir.), cert. denied, 119 L. Ed. 
2d 228, 112 S. Ct. 2306 (1992). [**5] 

In her tlioughtful opinion, Judge Wood analyzed the 
history and purposes of the filed rate doctrine. Agreeing 
with the analyses in Taffet I1 and H.J. Inc., she 
concluded that the filed rate doctrine barred the plaintiffs' 
actions, and accordingly she dismissed the complaints in 
their entirety. This appeal followed. 

DISCUSSION 

The filed rate doctrine bars suits against regulated 
utilities grounded on the allegation that the rates charged 
by the utility are unreasonable. Simply stated, the 
doctrine holds that any "filed rate" -- that is, one 
approved by the governing regulatory agency -- is per se 
reasonable and unassailable in judicial proceedings 
brought by ratepayers. In her opinion, Judge Wood 
carefully explained the history and rationale of the filed 
[*19] rate doctrine. See Wegoland, 806 F. Supp. at 
11 13-16. We summarize briefly. 

One of the earliest applications of what has become 
known as the filed rate doctrine came in Keogh v. 
Chicago & Northwestern Railway Co., 260 US. 156, 67 
L. Ed. 183, 43 S. Ct. 47 (1922). In Keogh, the plaintiff 
alleged a conspiracy to fix freight transportation [**6] 
rates at an unnaturally high level and asked for damages 
to the extent he had to pay inflated rates as a result of the 
conspiracy. Assuming the plaintiffs conspiracy 
allegations were true, Justice Brandeis writing for the 
Court held that the complaint still had to be dismissed 
because the rates had been filed with the Interstate 
Commerce Commission and deemed reasonable by that 
body. Justice Brandeis articulated several reasons for 
dismissing the complaint. Among them, he noted that the 
legal rights between a regulated industry and its 
customers with respect to rates are controlled by and 
limited to the rates filed with and approved by the 
appropriate regulatory agency, and that any attempt to 
reassess the reasonableness of rates would require the 
judiciary to "reconstitute the whole rate structure" of the 
industry. He also explained that any retroactive relief 
would lead to discrimination in rates in that a victorious 
plaintiff would end up paying less than similarly situated 
non-suing customers. Id. at 163-64. 

Since Keogh, these two corresponding interests, one 
concerned with potential "discrimination" in rates as 
[**7] between ratepayers and the other concerned with 
the 'Ijusticiability" of determining reasonable rates, have 
turned up in Supreme Court decisions discussing the 
filed rate doctrine. For example, in Maislin Industries, 
U.S. v. Primary Steel, Inc., 497 U.S. 116, 11 1 L. Ed. 2d 
94, 110 S. Ct. 2759 (1990), the Court emphasized the 
nondiscrimination strand of this rationale when 
discussing the policies behind strict adherence to the 
filed rate doctrine. Id. at 126-28. Likewise, in Arkansas 
Louisiana Gas Co. v. Hall, 453 U.S. 571, 69 L. Ed. 2d 
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856, 101 S. Ct. 2925 (1981) ("Arkla"), the Court 
explained that allowing individual ratepayers to attack 
the filed rate "would undermine the congressional 
scheme of uniform rate regulation." Id. at 579. 

In other instances, the Court is concerned that an 
attack on the filed rate would unnecessarily enmesh the 
courts in the rate-making process. For example, in 
Montana-Dakota Utilities Co. v. Northwestern Public 
Service Co., 341 U S .  246, 95 L. Ed. 912, 71 S. Ct. 692 
(1951), [**SI the Court stressed the difficulty for courts 
"to determine what the reasonable rates during the past 
should have been" and explained that the "abstract" 
notion of reasonableness is best left a "hnction of the 
Commission." Id. at 25 1. Although not referring to the 
filed rate doctrine or the Keogh decision by name, 
Justice Jackson maintained that a plaintiff "can claim no 
rate as a legal right that is other than the filed rate," and 
that a court "can assume no right to a different one on the 
ground that, in its opinion, it is the only or the more 
reasonable one." Id. at 251-52. More recently, in Square 
D Co. v. Niagara Frontier Tariff Bureau, 476 U.S. 409, 
90 L. Ed. 2d 413, 106 S. Ct. 1922 (1986), the Court 
endorsed the district court's dismissal of the plaintiffs 
antitrust complaint seeking treble damages under the 
Sherman Antitrust Act measured by the difference 
between the artificially high rate actually filed and the 
"reasonable" rate absent the fraudulent conspiracy. The 
Court reaffirmed Keogh [**9] and its application to the 
case before it, one in which the district court had spoken 
of the "attendant complications" in calculating damages 
because the court would have to determine a 
"hypothetical" reasonable rate in order to determine the 
difference from the rate actually paid, and stated that 
"rate determinations are a matter for the ICC and not for 
the court." See 596 F. Supp. 153, 156 (W.D.N.Y. 1984). 

Drawing from the Keogh decision and these 
subsequent cases, Judge Wood pointed out that "two 
companion principles lie at the core of the filed rate 
doctrine: first, that legislative bodies design agencies for 
the specific purpose of setting uniform rates, and second, 
that courts are not institutionally well suited to engage in 
retroactive rate setting." Wegoland, 806 F. Supp. at 
11 15. 

[*20] Plaintiffs do not, nor could they, quarrel with 
the general applicability of the filed rate doctrine. 
Instead, they argue that there should be an exception to 
the filed rate doctrine when there are allegations of fraud 
upon the regulatory agency. Yet, apart from the Taffet I 
ruling, which was unanimously overturned en banc, 
[**lo] every court that has considered the plaintiffs' 
argument has rejected the notion that there is a fraud 
exception to the filed rate doctrine. See Taffet 11, 967 
F.2d at 1494-95; H.J. Inc., 954 F.2d at 489; Sun City 
Taxpayers' Ass'n v. Citizens Utils. Co., No. 3:93- CV- 

364 (JAC), 1994 U.S. Dist. LEXIS 3800, at * 35 (D. 
Conn. Feb. 1, 1994) (Cabranes, J.); Lifschultz Fast 
Freight, Inc. v. Consolidated Freightways Corp., 805 F. 
Supp. 1277, 1295 (D.S.C. 1992), affd without opinion, 
998 F.2d 1009 (4th Cir.), cert. denied, 114 S. Ct. 553 
(1993); Cullum v. Arkla, Inc., 797 F. Supp. 725, 728-29 
(E.D. Ark. 1992), affd without opinion, 994 F.2d 842 
(8th Cir. 1993); Hilling v. Northern States Power Co., 
No. 3-90 CIV 418, slip op. at 5 (D. Minn. Dec. 12, 
1990). Furthermore, the Supreme Court has ruled that the 
filed rate doctrine acts to bar state causes of action. See 
Arkla, 453 U.S. at 584. [**I11 Similarly, courts have 
uniformly held, and we agree, that the rationales 
underlying the filed rate doctrine apply equally strongly 
to regulation by state agencies. See Taffet 11, 967 F.2d at 
1494; H.J. Inc., 954 F.2d at 494; Sun City, 847 F. Supp. 
281, 1994 U.S. Dist. LEXIS 3800, at * 25; Wegoland, 
806 F. Supp. at 11 15. 

In rejecting the plaintiffs' argument on this point, 
Judge Wood stated that creating a fraud exception would 
be both out of step with guiding Supreme Court caselaw, 
which has applied the filed rate doctrine in the face of 
allegations of fraud on the regulators, as well as contrary 
to the policies behind the doctrine. We agree. 

The Supreme Court in Square D considered an 
alleged conspiracy to submit fraudulently inflated rates 
to the regulating agency. The Court in Square D did not 
hesitate to apply the filed rate doctrine and gave no 
intimation that there is an exception for fraud on the 
regulatory agency. Indeed, applying a general exception 
for fraud on the regulators would be inconsistent with the 
line of Supreme Court cases from Keogh to Square 
[**12] D which developed the filed rate doctrine 
"precisely for actions alleging a type of fraud on a 
regulatory agency." Wegoland, 806 F. Supp. at 11 18. 

We note that five years prior to Square D, the Court 
"saved for another day the question of whether the filed 
rate doctrine applies in the face of fraudulent conduct." 
See Arkla, 453 U.S. at 583 n.13. The plaintiffs make the 
point that the Court in Square D made no mention of the 
fact that it seemed to be resolving that open question. But 
on closer examination, there is an explanation for the 
Court's silence. 

In Arkla, a plaintiff utility company had a contract 
with the defendant-buyer that entitled it to charge higher 
rates in special circumstances. The utility alleged that the 
defendant fraudulently failed to notify the utility of the 
occurrence of these special circumstances, thus 
preventing it from filing the higher rates with the 
regulators. The utility further argued that the defendant's 
fraudulent omission, which kept the utility from filing 
the higher rate in the first place, estopped it from 
asserting as a defense the filed [**13] rate doctrine. The 
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Court rejected as unsupported by the record plaintiffs 
allegations of fraud; however, it reserved deciding the 
narrow legal question, which the district court accurately 
described as "whether a person's fraudulent failure to 
notify a seller of conditions triggering a contractual 
entitlement to a higher rate, thereby preventing the seller 
from filing a higher rate, estops that person from using 
the filed rate doctrine in an action against it for the 
higher rate." Wegoland, 806 F. Supp. at 11 18 n.4. Thus, 
we agree with the district court that the question reserved 
by the Arkla Court was actually a much "narrower 
question than whether there should be a general 
exception to the filed rate doctrine for fraudulent 
conduct." Id. 

Apart from its incompatibility with Supreme Court 
precedent, plaintiffs' proposed fraud exception is also 
inconsistent with the strong policies behind the filed rate 
doctrine. The doctrine is designed to insulate from 
challenge the filed rate deemed reasonable by the 
regulatory agency. Congress [*2 I ]  and state legislatures 
establish regulatory agencies in part to ensure that rates 
charged by generally monopolistic [** 141 and 
oligopolistic industries are reasonable. This regime 
protects consumers while fostering stability. The 
regulatory agencies are deeply familiar with the 
workings of the regulated industry and utilize this special 
expertise in evaluating the reasonableness of rates. The 
agencies' experience and investigative capacity make 
them well-equipped to discern from an entity's 
submissions what costs are reasonable and in turn what 
rates are reasonable in light of these costs. 

If courts were licensed to enter this process under 
the guise of ferreting out fraud in the rate-making 
process, they would unduly subvert the regulating 
agencies' authority and thereby undermine the stability of 
the system. For only by determining what would be a 
reasonable rate absent the fraud could a court determine 
the extent of the damages. And it is this judicial 
determination of a reasonable rate that the filed rate 
doctrine forbids. 

As compared with the expertise of regulating 
agencies, courts do not approach the same level of 
institutional competence to ascertain reasonable rates. 
Regulators employ their peculiar expertise to consider 
the whole picture regarding the reasonableness of a 
proposed rate. They [**15] make hundreds if not 
thousands of discretionary decisions about the submitted 
costs and ultimately arrive at the approved filed rate. 
Courts are simply ill-suited to systematically second 
guess the regulators' decisions and overlay their own 
resolution. Indeed, as Judge Wood perceptively noted, 
application of the filed rate doctrine is even more 
appropriate in the RICO context of alleged fraud on the 
agency (where "regulatory bodies are particularly well 

suited to determining whether utility costs borne within a 
corporate family are reasonable," id. at 1122) than in the 
antitrust context (where regulators are unlikely to have 
much special knowledge as to the existence of illegal 
conspiracies among competitors), and it is in the antitrust 
context that the Supreme Court has consistently applied 
the filed rate doctrine. See, e.g., Square D, 476 U S .  at 
418-19; Keogh, 260 U S .  at 161-62. 

The plaintiffs respond that courts would not be 
required to determine a "reasonable" rate, but rather 
would only have to decide what damages arose [**16] 
from the fraud, a task courts routinely undertake. 
However, the two are hopelessly intertwined: "The fact 
that the remedy sought can be characterized as damages 
for fraud does not negate the fact that the court would be 
determining the reasonableness of rates," Wegoland, 806 
F. Supp. at 11 19, and that "any attempt to determine 
what part of the rate previously deemed reasonable was a 
result of the fraudulent acts would require determining 
what rate would have been deemed reasonable absent the 
fraudulent acts, and then finding the difference between 
the two." Id. at 1 12 1. 

Apart from the institutional competency concern, 
allowing courts to become enmeshed in the rate-making 
process would undermine our current regulatory regime, 
which is designed to be self-policing. Individual 
ratepayers are unlikely to have any special knowledge of 
the alleged wrongdoing that would make it advantageous 
to have private enforcement through the RICO or 
antitrust provisions. By contrast, regulators who are 
intimately familiar with the industry are best situated to 
discover when regulated entities engage in fraud on the 
agency and to remedy [**I71 the wrongdoing when the 
specter of fraud arises. Indeed, that is precisely what has 
happened in this case, where the regulators in every state 
affected by NYNEX's alleged fraud have initiated 
administrative hearings to investigate the charges and 
issue appropriate remedies to benefit the ratepayers. See 
Wegoland, 806 F. Supp. 1112 at 1120-21. Apart from 
participating in the political process and filing 
complaints with the regulatory agencies, individual 
ratepayers simply have no role in attacking the 
reasonableness of filed rates. Nor is there room for 
judicial intervention in such a case. 

Furthermore, application of the filed rate doctrine 
prevents discrimination in rates paid by consumers 
because victorious plaintiffs would wind up paying less 
than non-suing ratepayers. See Keogh, 260 U.S. at 163- 
64. Plaintiffs respond that the [*22] class action nature 
of this suit eliminates any potential discrimination, and 
thus the filed rate doctrine should not apply. While not 
specifically raised in the district court, the importance of 
this purely legal issue warrants our attention. See Austin 
v. Healey, 5 F.3d 598, 601 (2d Cir. 1993), [**I81 cert. 
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denied, 127 L. Ed. 2d 542, 114 S. Ct. 1192 (1994). To be 
sure, the concerns for discrimination are substantially 
alleviated in this putative class action. See, e.g., Square 
D Co. v. Niagara Frontier Tariff Bureau, Inc., 760 F.2d 
1347, 1352 (2d Cir. 1985) (Friendly, J.), aff'd, 476 U.S. 
409, 90 L. Ed. 2d 413, 106 S. Ct. 1922 (1986); Gelb v. 
American Tel. & Tel. Co., 813 F. Supp. 1022, 1028 
(S.D.N.Y. 1993). However, the class action nature of the 
proceeding in no way affects the important concerns of 
agency authority, justiciability, and institutional 
competence previously described. To the contrary, use of 
the class action to attack the rate-making process tends to 
frustrate these legitimate interests and might end up 
costing the consumers even more in litigation expenses. 
See, e.g., Taffet 11, 967 F.2d at 1492 (explaining that 
application of the filed rate doctrine forecloses "strike 
suits that would be brought as eager lawyers, using the 
class action vehicle, circumvent [** 191 the states' rate- 
making mechanisms -- all at the expense of the 
consumers"). Just as important, court-ordered rate 
reductions potentially raise the cost of capital (and 
impede access to equity and bond markets) for capital- 
intensive utilities, and thereby affect the company and all 
of its future customers in ways that courts cannot 
afterwards undo. Moreover, the Supreme Court in Square 
D rejected the invitation of Judge Friendly and the 
Justice Department to overrule Keogh based upon the 
advent of various procedural developments to avoid 
discrimination in rates, like the class action. Square D, 
476 U.S. at 423. Because most of the animating policies 
behind the filed rate doctrine are not diminished in the 
class action context, we hold that the filed rate doctrine 
applies whether or not plaintiffs are suing for a class. 

Finally, we note that the filed rate doctrine does not 
leave regulated industries immune from suit under the 
RICO or antitrust statutes. While individual ratepayers 
are precluded from challenging the reasonableness of the 
rates, the proper government officials remain free to 
pursue this avenue in appropriate [**20] circumstances. 

See, e.g., Sun City, 847 F. Supp. 281, 1994 U.S. Dist. 
LEXIS 3800, at * 32. 

In conclusion, because a fraud exception to the filed 
rate doctrine is both contrary to guiding Supreme Court 
precedent and important regulatory policies, we hold that 
there is no fraud exception to the filed rate doctrine that 
would save this suit from dismissal. 

As a final point, we note that the district court correctly 
discerned a tension between the applicability of the filed 
rate doctrine and this Court's ruling in County of Suffolk 
v. Long Island Lighting Co., 907 F.2d 1295 (2d Cir. 
1990) ("LILCO"). In LILCO, we held that RICO is 
applicable to public utilities and examined the merits of a 
claim brought by individual ratepayers. Id. at 1305-08. 
The district court understandably was concerned that its 
ruling would contravene LILCO by immunizing utilities 
from RICO suits brought by ratepayers. The court 
therefore labored to distinguish the facts of this case 
from those in LILCO and pointed out that the filed rate 
doctrine was never raised in the LILCO opinion. See 
Wegoland, 806 F. Supp. at 1122-24. [**21] 

We conclude that LILCO erects no barrier in this 
Circuit to the application of the filed rate doctrine to 
RICO suits brought by ratepayers against utilities. Since 
we had no occasion to consider the filed rate doctrine in 
LILCO because it was not brought to the panel's 
attention, the absence of such a discussion can by no 
means be construed as an implicit rejection of the filed 
rate doctrine. Accordingly, the LILCO decision does not 
alter the outcome in this case. 

CONCLUSION 

We have carefully considered the remainder of the 
arguments proffered by the parties and find them to be 
without merit. For the forgoing reasons, we affirm the 
district court's judgment dismissing the plaintiffs' actions 
as barred by the filed rate doctrine. 
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represent those who have purchased [**4] electrical 
power from Georgia Power Company and Alabama 
Power Company (the Utilities), both of which are 
subsidiaries of The Southern Company. The appellants 
allege that the Utilities, in conspiracy with Arthur 
Andersen & Co., their independent accounting firm, 
understated their net income in rate applications to their 
state public service commissions (the PSCs) by 
improperly accounting for purchases of spare parts; thus, 
the Utilities fraudulently obtained rate increases. n2 

nl Frederick Rodgers Cam, Carr Sales 
Company, and O.E.M. Products, on behalf of 
themselves and all similarly situated persons, 
corporations, and other entities, filed the first of 
these actions, No. 90-8452, on June 30, 1989 in 
the United States District Court for the Southern 
District of Georgia. M.R. Taffet and Robert M. 
Fierman, on behalf of themselves and all 
similarly situated persons, filed the second of 
these actions, No. 90-7088, on July IO,  1989 in 
the United States District Court for the Middle 
District of Alabama. 

n2 The appellants' allegations are recounted 
in detail in Taflet v. Southern Co., 930 F.2d 847, 
849-50 (1 lth Cir. 199 I), vacated, 958 F.2d 15 14 
(1 1 th Cir. 1992) (per curiam). 
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* Judges Anderson, Edmondson, and Birch 
recused themselves and did not participate in this 
decision. 

OPINIONBY : 
TJOFLAT 

OPINION: 

[*1485] 

TJOFLAT, Chief Judge: 

The district courts below dismissed the appellants' 
complaints under Fed.R.Civ.P. 12(b)(6) for failure to 
state a claim upon which relief can be granted. Both 
courts, finding that the exclusive authority to set rates for 
electricity is vested in the PSCs, based dismissal upon 
the filed rate doctrine, the primary jurisdiction doctrine, 
the clear statement doctrine, and abstention based upon 
federalism interests. Taflet v. Southern Co., No. 89 V- 
712N, 1990 U.S. Dist. LEXIS 4189, at *3-5 (M.D.Ala. 
Jan. 5, 1990); Carr v. Southern Co., 731 F. Supp. 1067, 
107 1-72 (S.D.Ga. 1990). On consolidated appeal to this 
court, a divided panel reversed; the majority rejected 
each of the doctrines relied upon by the district courts as 
a basis for dismissal of the cases at hand. Taflet v. 
Southern Co., 930 F.2d 847, 851-57 (11th Cir.1991), 
vacated, 958 F.2d 1514 (1 lth Cir.1992) (per curiam). 
The dissent argued that the filed rate doctrine and the 
primary jurisdiction doctrine foreclose application of 
RICO to a public utility after a rate has been approved by 
a state rate-making body; thus, the appellants' actions 
must be dismissed. [**6] Id. at 857 (Birch, J., 
dissenting). 

These two cases, nl  consolidated on appeal, raise 
the question whether a private suit under the federal 
Racketeer Influenced and Corrupt Organizations Act 
(RICO), 18 U.S.C. 5 1964(c) (1988), may be brought 
against a utility to recover for excessive charges for 
electrical power resulting from the utility's fraudulent 
and material misrepresentations to a state rate-setting 
commission. The appellants in these cases seek to 



e 
Page 3 

967 F.2d 1483, *; 1992 U.S. App. LEXIS 16867, **; 
6 Fla. Law W. Fed. C 959 

A majority of this court's judges in regular active 
service ordered that the consolidated appeals be reheard 
by the court en banc. Tafet v. Southern Co., 958 F.2d 
1514 [*1486] ( 1  lth Cir.1992) (per curiam). n3 On 
rehearing en banc, we affirm the district courts' 
dismissals of these actions. 

n3 That order vacated the panel's opinion. 

I. 

Section 1964(c) of RICO allows a private plaintiff to 
recover for injuries that he has suffered to his business or 
property as a result of a violation of the criminal 
prohibitions in section 1962 of RICO. n4 Section 1962 
imposes criminal liability on 

n4 18 U.S.C. 5 1964(c) provides that "any 
person injured in his business or property by 
reason of a violation of [18 U.S.C. 5 ] 1962 ... 
shall recover threefold the damages he 
sustains .... 'I 18 U.S.C. 9 1964(c) (1 988). 

[**71 
those who engage in, or aid and abet another to 

engage in, a pattern of racketeering activity if they also 
do the following: invest income derived from the pattern 
of racketeering activity in the operation of an enterprise 
engaged in interstate commerce (section 1962(a)); 
acquire or maintain, through the pattern of racketeering 
activity, any interest in or control over such an enterprise 
(section 1962(b)); or conduct, or participate in the 
conduct of, the affairs of such an enterprise through a 
pattern of racketeering activity (section 1962(c)). Section 
1962(d) makes it a crime to conspire to violate sections 
1962(a), (b), or (c). 

Pelletier v. Zweifel, 921 F.2d 1465, 1495-96 (1 lth 
Cir.), cert. denied, --- U.S. ----, 112 S. Ct. 167, 116 L. 
Ed. 2d 131 (1991). Title 18 U.S.C. section 1961(1) lists 
the acts that constitute "racketeering activity" under 
RICO. n5 A "pattern" of racketeering activity consists of 
at least two acts of racketeering [*1487] activity 
committed within ten years of each other (excluding any 
period of imprisonment). 18 U.S.C. 5 1961(5) (1988). 

n5 18 U.S.C. 5 1961(1) provides: 

(1) "racketeering activity" means (A) any act 
or threat involving murder, kidnapping, 
gambling, arson, robbery, bribery, extortion, 
dealing in obscene matter, or dealing in narcotic 

or other dangerous drugs, which is chargeable 
under State law and punishable by imprisonment 
for more than one year; (B) any act which is 
indictable under any of the following provisions 
of title 18, United States Code: Section 201 
(relating to bribery), section 224 (relating to 
sports bribery), sections 471, 472, and 473 
(relating to counterfeiting), section 659 (relating 
to theft from interstate shipment) if the act 
indictable under section 659 is felonious, section 
664 (relating to embezzlement from pension and 
welfare funds), sections 89 1-894 (relating to 
extortionate credit transactions), section 1029 
(relating to fraud and related activity in 
connection with access devices), section 1084 
(relating to the transmission of gambling 
information), section 1341 (relating to mail 
fraud), section 1343 (relating to wire fraud), 
section 1344 (relating to financial institution 
fraud), sections 1461-1465 (relating to obscene 
matter), section 1503 (relating to obstruction of 
justice), section 1510 (relating to obstruction of 
criminal investigations), section 15 1 1 (relating to 
the obstruction of State or local law 
enforcement), section 15 12 (relating to tampering 
with a witness, victim, or an informant), section 
15 13 (relating to retaliating against a witness, 
victim, or an informant), section 195 1 (relating to 
interference with commerce, robbery, or 
extortion), section 1952 (relating to racketeering), 
section 1953 (relating to interstate transportation 
of wagering paraphernalia), section 1954 
(relating to unlawful welfare fund payments), 
section 1955 (relating to the prohibition of illegal 
gambling businesses), section 1956 (relating to 
the laundering of monetary instruments), section 
1957 (relating to engaging in monetary 
transactions in property derived from specified 
unlawful activity), section 1958 (relating to use 
of interstate commerce facilities in the 
commission of murder-for-hire), sections 225 1 - 
2252 (relating to sexual exploitation of children), 
sections 2312 and 2313 (relating to interstate 
transportation of stolen motor vehicles), sections 
2314 and 2315 (relating to interstate 
transportation of stolen property), section 232 1 
(relating to trafficking in certain motor vehicles 
or motor vehicle parts), sections 234 1-2346 
(relating to trafficking in contraband cigarettes), 
sections 242 1-24 (relating to white slave traffic), 
(C) any act which is indictable under title 29, 
United States Code, section 186 (dealing with 
restrictions on payments and loans to labor 
organizations) or section 501(c) (relating to 
embezzlement from union funds), (D) any 
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offense involving fraud connected with a case 
under title 11 ,  fraud in the sale of securities, or 
the felonious manufacture, importation, 
receiving, concealment, buying, selling, or 
otherwise dealing in narcotic or other dangerous 
drugs, punishable under any law of the United 
States, or (E) any act which is indictable under 
the Currency and Foreign Transactions Reporting 
Act. 

1961(1) (1988 & Supp. I1 
1990). As we note inpa, see note 6 and 
accompanying text, the appellants allege that the 
appellees committed the following acts of 
racketeering activity: mail fraud under 18 U.S.C. 
9 134 1 (1 988 & Supp. I1 1990), wire fraud under 
18 U.S.C. 5 1343 (1988 & Supp. I1 1990), and 
transportation in aid of racketeering activities 
under 18 U.S.C. 5 1952 (1988 & Supp. I1 1990). 

18 U.S.C. 9 

[**SI 
The RICO plaintiff, to recover, must show that the 

defendant is criminally liable under section 1962, 
Pelletier, 921 F.2d at 1496, and that the plaintiff has 
suffered an injury that "flows from the commission of 
the [criminal violation]." Sedimu, S. P. R. L. v. Zmrex Co., 
473 U.S. 479, 497, 105 S .  Ct. 3275, 3285, 87 L. Ed. 2d 
346 (1985) (footnote omitted). 

In the instant cases, the appellants allege that they 
have suffered an injury to their business and property, 
within the purview of title 18 U.S.C. section 1964(c), in 
the form of excessive and illegal charges paid for 
electrical utility services, and that this injury is the 
proximate result of the appellees' racketeering activities, 
in violation of the prohibitions set forth in title 18 U.S.C. 
section 1962, n6 relating to their conspiracy and scheme 
to obtain PSC approval of excessive rate increases by 
means of fraudulently [*  14881 accounting for spare 
parts held in inventory. 

n6 The appellants in No. 90-7088 (the Taffet 
appellants) allege in their complaint that The 
Southern Company, Southern Company Services, 
Inc., Alabama Power Company, and Arthur 
Andersen & Co. (collectively the Taffet 
appellees) committed or conspired in and aided 
the commission of numerous predicate acts 
involving the racketeering activity of mail fraud 
under 18 U.S.C. 5 1341, and wire fraud under 18 
U.S.C. 0 1343 including the following: (a) the 
mailing of Alabama Power Company's rate 
applications that included fraudulent accounting 
for inventory spare parts; (b) the mailing of 

Alabama Power Company's quarterly reports that 
included fraudulent accounting for inventory 
spare parts; (c) the mailing to Alabama Power 
Company's customers of millions of monthly 
billing statements that included fraudulent rate 
charges derived from fraudulent accounting for 
inventory spare parts; (d) the mailing of Form 
3 1 15 (regarding a proposed change in accounting, 
for tax purposes, of spare parts) to the Internal 
Revenue Service (IRS) in an effort to deceive the 
IRS; (e) the participation in the preparation of 
false rate applications that the Taffet appellees 
knew would be mailed to the Alabama PSC, 
which materials were predicated in part on 
fraudulent accounting for inventory spare parts; 
(0 the participation in the preparation of false 
annual, quarterly, and monthly reports that the 
Taffet appellees knew would be mailed to the 
Alabama PSC, which reports were predicated in 
part on fraudulent accounting for inventory spare 
parts; (g) the preparation and mailing by Arthur 
Andersen & Co. to The Southern Company, 
Southern Company Services, Inc., and Alabama 
Power Company on numerous occasions of 
fraudulent accounting information relating to or 
constituting fraudulent rate applications, financial 
statements, reports, audits, federal tax returns, 
and cost of service data, which materials were 
predicated in part on fraudulent accounting for 
inventory spare parts; and (h) the participation in 
hundreds of telephone calls between the Taffet 
appellees and other co-conspirators and between 
the Taffet appellees and the Alabama PSC for the 
purpose of perpetuating the scheme and 
conspiracy relating to the inventory spare parts. 

The Taffet appellants allege that the Taffet 
appellees' misconduct is a violation of 18 U.S.C. 
5 1962(c) in that they have been associated with 
an enterprise engaged in interstate commerce, and 
the activities of the enterprise have affected 
interstate commerce, and, further, that they have 
conducted or participated in the conduct of the 
enterprise's affairs through a pattern of 
racketeering activity. Moreover, the Taffet 
appellants allege, the Taffet appellees have 
violated 18 U.S.C. 9 1962(d) by conspiring 
among themselves and with others to violate 18 
U.S.C. 5 1962(c). 

The appellants in No. 90-8452 (the Carr 
appellants) allege in their complaint that The 
Southern Company, Southern Company Services, 
Inc., Georgia Power Company, and Arthur 
Andersen & Co. (collectively the Carr appellees) 
have violated 18 U.S.C. 9 9 1962(a), (b), and/or 
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(c) by engaging in prohibited racketeering 
activities, including, but not limited to, using 
income derived from the rate-payers through a 
scheme of racketeering activity, maintaining an 
interest in or control of an enterprise engaged in 
or affecting interstate commerce through a 
pattern of racketeering activity, and conducting 
the enterprise's affairs through a pattern of 
racketeering activity. The Carr appellants further 
allege that the Carr appellees violated 18 U.S.C. 5 
1962(d) by conspiring between themselves and 
with others to violate 4 5 1962(a), (b), and (c). 

The specific acts of racketeering alleged by 
the Carr appellants, which they contend constitute 
mail fraud under 18 U.S.C. 5 1341, wire fraud 
under 18 U.S.C. 5 1343, and violations of 18 
U.S.C. 5 1952 (transportation in aid of 
racketeering enterprises), include the following: 
(a) the mailing of Georgia Power Company's 
periodic filings and submissions that included 
fraudulent accounting for maintenance spare 
parts; (b) the mailing to Georgia Power 
Company's customers of millions of monthly 
billing statements that included fraudulent rate 
charges, overcharges, and increases to rate-payers 
derived from the Carr appellees' fraudulent 
accounting for maintenance spare parts; (c) the 
mailing of Georgia Power Company's Forms 
3 115 to the IRS to defraud the IRS; (d) the 
participation in the preparation of false filings 
and submissions to the Georgia PSC, the Federal 
Energy Regulatory Commission, and the 
Securities and Exchange Commission and in the 
preparation of financial statements, reports, 
audits, and cost of service data that the Carr 
appellees knew or reasonably should have 
anticipated would be mailed to the Georgia PSC, 
among others, which materials were predicated in 
part on fraudulent accounting for maintenance 
spare parts; (e) the participation in the 
preparation, mailing, and telephonic discussion 
by the Georgia Power Company's audit 
committee of annual examinations of the affairs 
of the company, which examinations were 
predicated in part on fraudulent accounting for 
maintenance spare parts; (f) the participation in 
the preparation of false annual reports that the 
Carr appellees knew or reasonably should have 
anticipated would be mailed to the PSC, which 
reports were predicated in part on fraudulent 
accounting for maintenance spare parts; (g) the 
preparation and mailing by Arthur Andersen & 
Co. to The Southern Company, Southern 
Company Services, Inc., and Georgia Power 
Company on numerous occasions of fraudulent 

accounting information relating to or constituting 
fraudulent filings and submissions, financial 
statements, reports, audits, federal tax returns, 
and cost of service data that the Carr appellees 
knew or reasonably should have anticipated 
would be mailed to the Georgia PSC, among 
others, which materials were predicated in part on 
fraudulent accounting for maintenance spare 
parts; (h) the participation in numerous telephone 
calls between the Carr appellees and other co- 
conspirators and between the Carr appellees and 
the Georgia PSC for the purpose of creating and 
perpetuating the scheme and conspiracy relating 
to the maintenance spare parts; and (i) the use of 
facilities in interstate commerce to promote the 
Carr appellees' unlawful activities. 

[**91 
The appellants' argument rests on the assumption 

that they enjoy a legal right to have been charged a lower 
rate than they actually were charged; the appellants, 
unless they enjoy such a right, have suffered no legally 
cognizable injury by having paid the higher rate. We 
conclude that the appellants do not possess this right; 
therefore, they have failed to state a claim upon which 
relief can be granted under RICO. 

A. 

We find support for our conclusion that the 
appellants have not suffered a legally cognizable injury 
sufficient to predicate a R E O  civil action in a line of 
Supreme Court cases that developed what has come to be 
known as the "filed rate doctrine." The origin of the filed 
rate doctrine can be traced back to Texas & Pac$c 
Railway v. Abilene Cotton Oil Co., 204 U.S. 426, 27 S. 
Ct. 350, 51 L. Ed. 553 (1907), in which the Supreme 
Court addressed the issue of whether a shipper could 
maintain a common law action for damages against a 
common carrier for "the exaction of an alleged 
unreasonable rate, although the rate collected and 
complained of was the rate stated in the schedule filed 
with the Interstate Commerce Commission ....I' Id. at 436, 
27 S. Ct. at 353 . [**IO] The Court held that the shipper 
could not maintain such an action. After acknowledging 
that, at common law, a shipper had a right of action for 
damages against a carrier who refused to carry goods 
except upon the payment of an unreasonable sum, id., the 
Court held that the Interstate Commerce Act implicitly 
had changed the common law, id. at 436, 27 S. Ct. at 
353-54 , and that the shipper's only redress was through 
the Interstate Commerce Commission (ICC) which had 
the power to alter established rates. Id. at 448, 27 S. Ct. 
at 358 . The Court reasoned that the existence of a 
shipper's right to recover damages on the basis that the 
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I established rate was unreasonable was "wholly 
inconsistent with the administrative power conferred 
upon the ICC, and with the duty, which the [Interstate 
Commerce Act] casts upon that body, of seeing to it that 
the statutory requirement as to uniformity and equality of 
rates is observed." Id at 440-41, 27 S. Ct. at 355 I 

Following Abilene Cotton, federal courts have 
applied the filed rate doctrine in a variety of contexts to 
bar recovery by those who claim [**1 I] injury by virtue 
of having paid a filed rate. See, e.g., Keogh v. Chicago & 
Northwestern Ry., 260 U.S. 156, 43 S. Ct. 47, 67 L. Ed. 
183 (1922) (plaintiff may not recover under federal 
antitrust laws for asserted injury related to paying the 
[*I4891 rate approved by the ICC); H.J. Inc. v. 
Northwestern Bell Tel. Co., 954 F.2d 485 (8th Cir.), cert. 
denied, --- U.S. ----, 112 S. Ct. 2306, 119 L. Ed. 2d 228 
(1 992) (filed rate doctrine precludes suit under RICO to 
recover claimed damages relating to allegedly fraudulent 
rate approved by the Minnesota Public Utilities 
Commission). In Keogh, the Supreme Court held that a 
private shipper could not recover damages under the 
federal antitrust laws against carriers who allegedly had 
fixed rates in violation of those laws. As in Abilene 
Cotton, the rates at issue had been filed with the ICC. 
The Court held that the shipper's payment of the 
approved rates could not give rise to an injury to 
business or property prerequisite to recovery under the 
antitrust laws. Keogh, 260 U.S. at 162-63, 43 S. Ct. at 
49-50 . The Court [**12] reasoned: 

Section 7 of the Anti-Trust Act gives a right of 
action to one who has been "injured in his business or 
property." Injury implies violation of a legal right. The 
legal rights of shipper as against carrier in respect to a 
rate are measured by the published tariff. Unless and 
until suspended or set aside, this rate is made, for all 
purposes, the legal rate, as between carrier and shipper. 
The rights as defined by the tariff cannot be varied or 
enlarged by either contract or tort of the carrier. 

Id. at 163,43 S. Ct. at 49 (citation omitted). 

More recently, the Supreme Court reaffirmed the 
rule of Keogh. In Square D. Co. v. Niagara Frontier 
TariffBureau, Inc., 476 U.S. 409, 106 S. Ct. 1922, 90 L. 
Ed. 2d 413 (1986), the plaintiffs alleged that they had 
been forced to pay excessive rates for interstate shipping 
because the defendants collectively had engaged in price- 
fixing, in violation of the Sherman Act, pursuant to an 
agreement filed with the ICC. The plaintiffs sought treble 
damages, measured by the difference between the rates 
they paid and the rates that they allegedly would have 
paid [**13] in a freely competitive market. The 
Supreme Court noted that the rates at issue were "duly 
submitted, lawful rates under the Interstate Commerce 
Act," id. at 417, 106 S. Ct. at 1927 , and, following the 

rule of Keogh, held that even if the plaintiffs' allegations 
of price-fixing were true, the plaintiffs could not have 
been injured in their business or property within the 
meaning of the antitrust laws by paying the rate approved 
by the ICC. Id. at 416-17,423-24, 106 S. Ct. at 1926-27, 

The seminal case applying the filed rate doctrine in 
the context of electric utility rates is Montana-Dakota 
Utilities Co. v. Northwestern Public Service Co., 34 1 
U.S. 246, 71 S. Ct. 692, 95 L. Ed. 912 (1951). The 
dispute in Montana-Dakota Utilities arose from a series 
of contracts entered into between the parties, both of 
whom were electric utilities companies. The contracts 
established rates that each paid to the other for electric 
power. The rates established were filed with and 
accepted by the Federal Power Commission which the 
Federal Power Act, 16 U.S.C. [**I41 4 824e(a) (1988), 
charged with fixing reasonable electric utility rates. n7 
The plaintiff alleged that the defendant's fraud in 
connection with the setting of these rates deprived it of 
its right under the Federal Power Act to have reasonable 
rates and charges for electric power. It sought as 
damages the difference between the filed rates and the 
rates that would have been set absent the defendant's 
alleged fraud. The Supreme Court affirmed the dismissal 
of the claim, ruling that the plaintiff had not established a 
cause of action under the Federal Power Act because it 
had no right under the Act to pay any rates other than the 
rates approved by the Federal Power Commission. Id. at 
25 1-55, 7 1 S. Ct. at 695-97 . The Court explained: 

1930-31 . 

n7 Congress has terminated the Federal 
Power Commission and has transferred its 
powers to the Secretary of Energy and the 
Federal Energy Regulatory Commission. 42 
U.S.C. 4 4 7151(b), 7172(a), 7291, 7293 (1988). 

The problem is whether it is open to the [**I51 
courts to determine what the reasonable [*1490] rates 
during the past should have been. The petitioner, in 
contending that they are so empowered ... regards 
reasonableness as a justiciable legal right rather than a 
criterion for administrative application in determining a 
lawful rate .... It is not the disembodied "reasonableness" 
but that standard when embodied in a rate which the 
Commission accepts or determines that governs the 
rights of buyer and seller. A court may think a different 
level more reasonable. But the prescription of the statute 
is a standard for the Commission to apply and, 
independently of Commission action, creates no right 
which courts may enforce. 
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Petitioner cannot separate what Congress has joined 
together. It cannot litigate in a judicial forum its general 
right to a reasonable rate, ignoring the qualification that 
it shall be made specific only by exercise of the 
Commission's judgment, in which there is some 
considerable element of discretion. It can claim no rate 
as a legal right that is other than the filed rate .... 

Id. at 25 I ,  7 1 S. Ct. at 695 (emphasis added). 

As the cases discussed above illustrate, the filed rate 
[**I61 doctrine recognizes that where a legislature has 
established a scheme for utility rate-making, the rights of 
the rate-payer in regard to the rate he pays are defined by 
that scheme. To determine whether the appellants in the 
cases at hand have alleged a cognizable injury to their 
business or property within the purview of RICO, we 
examine the rate-making schemes in Alabama and 
Georgia which define the rights these appellants enjoy in 
regard to the rates they pay for electric power. 

B. 

It is settled under both Alabama and Georgia law 
that a consumer does not have a property right in the 
utility rate he pays. See Alabama Metallurgical Corp. v. 
Alabama Pub. Serv. Comm'n, 441 So. 2d 565, 570 
(Ala. 1983) ("a consumer has no property right in a given 
level of utility rates"); Georgia Power Co. v. Allied 
Chem. Corp., 233 Ga. 558, 212 S.E.2d 628, 631 (1975) 
("consumer has no 'property' right in the rate he pays for 
utilities"). In both states, regulation of utilities and 
setting of utility rates is purely a legislative function. 
Alabama Metallurgical, 441 So. 2d at 570 ; Georgia 
Power Co. v. Georgia Pub. Serv. Comm'n, 196 Ga. App. 
572, 396 S.E.2d 562, 568 (1990). [**17] Thus, the only 
"rights" that the appellants have in relation to utility rates 
are those that the legislature of Alabama or Georgia 
provide. 

Alabama and Georgia each have elaborate 
administrative schemes to ensure that rates for electricity 
are just and reasonable for the affected utilities and for 
the public. See Ala.Code 9 37-1-1 to-157 (1975) 

(Supp. 1991). In Alabama, the legislature has delegated 
the responsibility for the determination of utility rates 
and of what constitutes a fair rate of return to the 
Alabama PSC. Alabama Power Co. v. Alabama Pub. 
S e n .  Comm'n, 422 So. 2d 767,769 (Ala. 1982). Thus, the 
PSC has exclusive authority to set electrical power rates. 
Ala.Code 5 37-1-31. Whenever a utility wishes to 
change an existing rate, it must file a new rate schedule 
with the PSC. Id. at 5 37-1-81(a). The new rate becomes 
effective after thirty days or at a later date specified in 
the rate schedule unless the PSC disapproves the rate. Id. 
Further, the PSC can suspend or disapprove a rate at any 

(Supp.1991); O.C.G.A. 5 46-2-1 to-157 (1982) 

time so long as it acts in accordance with procedures 
prescribed by the legislature. Id. 

Upon written complaint [**18] by a rate-payer that 
an effective or proposed rate is unfair, the Alabama PSC 
has the duty to investigate the reasonableness of the 
challenged rate. Id. at 5 37-1-83. If the rate-payer is 
dissatisfied with the PSC's disposition of his complaint, 
he may appeal the PSC's action directly to the Alabama 
Supreme Court. Id. at 5 37-1-140 (Supp.1991). The role 
of the Alabama judiciary is to ensure that the PSC has 
carried out its regulatory [*1491] function within 
constitutional limits. Alabama Metallurgical, 44 1 So. 2d 
at 570 . Thus, a "court's inquiry ordinarily goes no 
further than to ascertain whether there is evidence to 
support the findings of the PSC." Alabama Power, 422 
So. 2d at 769 (quoting Alabama Gas Corp. v. Wallace, 
293 Ala. 594, 308 So. 2d 674, 679 (1975)). Alabama 
courts neither make rates nor substitute their judgment 
for that of the PSC. Continental Tel. Co. v. Alabama 
Pub. Sew. Comm'n, 427 So. 2d 981, 984 (Ala.1982). 
Indeed, the Alabama Supreme Court has stressed that the 
judiciary has no authority to set utility rates. Alabama 
Metallurgical, 441 So. 2d at 570 . [**19] 

The scheme for regulating utilities and setting utility 
rates under Georgia law is similar to the Alabama 
scheme discussed above. The General Assembly of 
Georgia has vested the Georgia PSC with "exclusive 
power to determine what are just and reasonable" electric 
power rates. O.C.G.A. 5 46-2-23(a) (Supp.1991). An 
electric utility must file a rate schedule with the PSC at 
least thirty days before a new rate is scheduled to go into 
effect. Id. at 5 46-2-25(a). The PSC, upon written 
complaint or upon its own initiative, may then conduct a 
hearing concerning the proposed rate. Id. at 9 46-2- 
25(b). 

Georgia's Assembly sought to ensure that consumers 
of utility services are adequately represented in 
proceedings affecting utility rates and services. See 198 1 
Ga.Laws 122. Thus, anyone with an interest in the rate- 
determination proceeding may file a motion to intervene 
in the proceeding. Id. at 5 46-2-59. A person who has 
exhausted the administrative remedies available before 
the PSC and who is "aggrieved" by the PSC's rate- 
making decision may seek judicial review of the decision 
first in the Superior Court of Fulton County, and, then, in 
the Georgia Court of Appeals or the Georgia [**20] 
Supreme Court. Id. at 5 5 50-13-19 to -20 (1990). n8 
Georgia courts recognize, however, that "the legislative 
function of rate-making ... is essentially a matter for the 
Public Service Commission, and not the judiciary." State 
Farm Fire & Casualty Co. v. Southern Bell Tel. & Tel. 
Co., 150 Ga. App. 622, 258 S.E.2d 198, 199 (1979), 
rev'd on other grounds, 245 Ga. 5 ,  262 S.E.2d 895 
(1980). Accordingly, a court reviewing the 
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reasonableness of a utility rate "shall not substitute its 
judgment for that of the [PSC] if there is any evidence to 
support its findings." Lasseter v. Georgia Pub. Serv. 
Comm'n, 253 Ga. 227,3 19 S.E.2d 824,829 (1984). 

n8 Section 50-13-20 of the Official Code of 
Georgia provides: "An aggrieved party may 
obtain a review of any final judgment of the 
superior court under [the Georgia Administrative 
Procedure Act] by the Court of Appeals or the 
Supreme Court, as provided by law." O.C.G.A. Q 
50-13-20 (1990). 

[**21] 

The rate-setting schemes in both Alabama and 
Georgia are incompatible with a rate-payer's cause of 
action to recover damages measured by the difference 
between the filed rate and the rate that would have been 
charged absent some alleged wrongdoing. Allowing 
consumers of the Utilities' services to recover damages 
for "fraudulent" rates or otherwise "erroneous" rates 
would disrupt greatly the states' regulatory schemes and, 
in the end, would cost consumers dearly. For the 
appellants in these cases to recover, they first would have 
to establish that the rates set by the PSC were in fact 
unreasonable. Thus, the trial judge, or a jury, would have 
to determine what rate should have been set by the PSC. 
Regardless of what the PSC has determined is a 
reasonable rate, a trial court would be empowered to set, 
in effect, a new rate. n9 

n9 A trial court's judgment awarding 
damages in such a case would not directly set a 
new rate; in effect, however, the judgment would 
do so indirectly -- in the form of money damages 
-- as the ensuing discussion demonstrates. 

[**22] 

The court's damages award would have the effect of 
retroactively reducing the rate for electric power; the 
Utilities would, in essence, be forced to refund to each of 
their customers the amount allegedly overcharged. n l0  
[*I4921 Moreover, if the "erroneous" rate were still in 
effect when the court determined it to be erroneous, the 
Utilities might be forced to adopt the court's rate or risk 
future liability. 

n10 As we have noted, see supra note 4, a 
successful plaintiff under RICO recovers his 
damages threefold. See 18 U.S.C. 5 1964(c). 

Thus, if the appellants in the cases at hand were 
successful in prosecuting their RICO claims, the 
Utilities would be forced to refund three times the 
amount allegedly overcharged. 

Of course, it is the Utilities' present and future 
customers who would get stuck with the bill in the end. 
The Utilities' litigation costs, the awarded damages and 
attorneys' fees, and any revenue lost because of an 
erroneous court-set rate would become part of each 
Utility's rate base. It is likely that the [**23] PSCs 
would take all of this into account when setting a future 
rate for electricity, especially if the PSC disagreed with 
the district court's determination of a reasonable rate. 
Even if the PSCs would not allow the Utilities to recoup 
in a new rate all of the costs stemming from the 
appellants' suit, the Utilities still would recoup those 
costs at the expense of future customers by cutting the 
quality of service they provide to those customers. 

There is another way in which damage awards €or 
"erroneous" rates would undermine the states' regulatory 
schemes. Alabama and Georgia both have chosen to 
establish procedures that allow public participation in the 
rate-making process. Allowing plaintiffs to collect 
damages measured by the difference between the filed 
rate and the rate a court finds reasonable would 
encourage consumers of a utility's services to sit out the 
state's rate-making process and then to repair to court to 
play litigation lottery. There could be no end to the 
number of strike suits that would be brought as eager 
lawyers, using the class action vehicle, circumvent the 
states' rate-making mechanisms -- all at the expense of 
consumers. 

Rather than provide for a right [**24] to recover 
damages, Alabama and Georgia have structured their 
rate-making schemes so that the PSCs can provide a 
remedy for the defendants' fraud that will adequately 
compensate the appellants while not undermining the 
PSCs' authority to set reasonable rates: in both Georgia 
and Alabama, the PSC can set a prospective rate low in 
order to compensate consumers for excessive rates they 
paid in the past that were procured by fraud. 

It is true that, under Alabama law, a PSC cannot 
declare retrospectively that a rate it previously approved 
was unreasonable and, therefore, unlawful. See Ala.Code 
Q 37-1-97; TR. Miller Mill Co. v. Louisville & Nashville 
R.R. Co., 207 Ala. 253, 92 So. 797, 801 (1921). Also, 
even if the PSC or a court declares that a previously 
approved rate was excessive, it may not order the utility 
to refund the excess to consumers. See, e.g., Foshee v. 
General Tel. Co., 295 Ala. 70, 322 So. 2d 715, 717 
(1975); State v. Alabama Pub. Serv. Comm'n, 293 Ala. 
553,307 So. 2d 521, 539 (1975). Alabama law, however, 
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directs the PSC to set prospective rates that are 
"reasonable and just [**25] to both the utility and the 
public." Ala.Code 5 37-1-80 (Supp.1991) (emphasis 
added). Rate-payers, as persons affected by an excessive 
rate obtained by fraud, may file a complaint with the 
PSC, id. 5 37-1-83; if the PSC, upon investigation of the 
complaint, determines that the rate is indeed excessive or 
unfair, it must set a reasonable rate -- one that is fair to 
both public and utility -- to be followed in the future, id. 
8 37-1-97. It would seem that a reasonable rate in a case 
in which the past rate was unreasonable because the 
utility defrauded the PSC would be low enough to ensure 
that consumers' future bills compensate them for the 
excess they paid in the past. n 1 1 

n l1  This is consistent with the rule that the 
PSC may not order the utility to make direct 
restitutions to consumers. The utility's 
administrative costs involved in making such 
restitutions -- calculating how much has been 
paid to each past consumer, locating that 
consumer, and sending exact payment -- would 
be huge in comparison to the payments. If the 
utility were allowed to include those expenses in 
its rate base for future rate setting proceedings, 
consumers might end up paying more (in future, 
higher rates) than they gained through the 
restitutions. Alternatively, if the utility were 
barred from including those expenses in its rate 
base, it most likely would recoup its 
administrative costs by reducing the quality of 
service to consumers. If the PSC, however, 
calculated the utility's gain from its fraud and 
dropped future consumers' rates across the board 
to reflect that illegal gain, the utility's 
administrative costs would be minimal. Of 
course, this method of making consumers whole 
would not be as exact as direct restitutions, but it 
would adequately compensate them without the 
problem we have outlined above. 

[**26] 

To be sure, Alabama law entitles utilities to a fair 
net return. See Ala.Code 5 37-1-80 [*1493] 
(Supp. 1990) (utilities must get "such just and reasonable 
rates as will enable [them] at all times to fully perform 
[their] duties to the public and will, under honest, 
efficient and economical management, earn a fair net 
return on the reasonable value of [their] property devoted 
to public service"). Moreover, rates of return "should be 
prospective, rather than retrospective in nature," 
Alabama Metallurgical, 441 So. 2d at 569 , and "must 
correspond to the actual needs of the company during the 

time they are in effect,'' Alabama Power Co., 422 So. 2d 
at 773 . See also, e&, Alabama Gas Corp. v. Alabama 
Pub. Serv. Comm'n, 425 So. 2d 430, 436 (Ala.1982) ("in 
determining the reasonableness of rates, it is necessary to 
consider the effect of rates in light of the utility's present 
situation"). 

Although this might suggest that the PSC could 
never award future low rates because of past misconduct, 
the Alabama Supreme Court has indicated that past 
misconduct -- improper or dishonest management -- is a 
relevant consideration in determining [**27] whether a 
rate provides a fair return to a utility. In Continental 
Telephone Company v. Alabama Public Service 
Commission, 376 So. 2d 1358 (Ala.1979), overruled on 
other grounds by Alabama Gas Corp. v. Alabama Pub. 
Serv. Comm'n, 425 So. 2d 430 (Ala.1982), for instance, 
the Alabama Supreme Court stated that "improper 
management may always be considered by the [PSC] in 
determining a fair rate of return." Id. at 1368. Similarly, 
the court has noted that "a utility is under a duty ... to 
manage its business honestb, efficiently, and 
economically. If the company performs these functions, 
it is entitled to a rate of return that will be fair to it and 
fair to the consuming public." Continental Tel. Co. v. 
Alabama Pub. Serv. Comm'n, 479 So. 2d 1195, 1214-15 
(Ala. 1985) (emphasis added); cJ: Continental Tel., 427 
So. 2d at 988 (PSC "required to grant only those rates 
consistent with good management practices"); Alabama 
Power Co., 422 So. 2d at 773 (implying that evidence 
"that the basic data submitted [to the PSC] by the [utility] 
were inaccurate or that the [utility] was guilty of 
inefficient [**28] or dishonest management'' should be 
considered by the PSC in determining a reasonable rate 
of return on the utility's investment); Birmingham Elec. 
Co. v. Alabama Pub. Serv. Comm'n, 254 Ala. 140,47 SO. 
2d 455, 460 (1949) (standards for reasonable rate of 
return "presuppose[] efficient, economical and honest 
management"). 

Likewise, Georgia has recognized that the PSC may 
consider dishonest or improper management in setting 
the rate for a utility's services. See Georgia Power Co., 
396 S.E.2d at 569 (PSC may exclude from calculation of 
utility's investment in public service "what might be 
found to be dishonest or obviously wasteful or imprudent 
expenditures"). While, like Alabama law, Georgia law 
forbids the PSC from retroactively declaring filed rates 
illegal or awarding reparations for excesses paid by 
consumers, see Georgia Pub. Serv. Comm'n v. Atlanta 
Gas Light Co., 205 Ga. 863, 55 S.E.2d 6 18, 63 1 (1 949), 
as in Alabama law, nothing in Georgia law forbids the 
PSC from setting prospective rates that are low enough 
to compensate consumers for excesses paid in the past 
because a utility defrauded [**29] the PSC. Georgia law 
requires the PSC to set rates that are 'Ijust and 
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reasonable," O.C.G.A. 4 46-2-23(a), "for the utility ... 
for present customers of the utility ... for future 
customers of the utility, and ... in the entire public 
interest ....'I Georgia Power Co., 396 S.E.2d at 568 
(quoting Georgia Power Co. v. Georgia Pub. Serv. 
Comm'n, 231 Ga. 339, 201 [*1494] S.E.2d 423, 425 
(1973)). Certainly, the PSCs would be acting in the 
public interest by taking into account the defendants' 
alleged fraud when setting future rates. 

Given that the PSCs are equipped to take the 
defendants' fraud into account in setting future rates, a 
court's award of damages against a utility for "fraudulent 
rate-making" would be unnecessarily disruptive to the 
state's scheme of utility regulation. 

In sum, the legislatures of both Alabama and 
Georgia have provided by law that the PSCs shall 
establish the legal rate for a utility's services. A 
consumer of a utility's services has the right to participate 
in the rate-setting process within the parameters set up by 
the legislature. The consumer, however, has no legal 
right to pay any rate other than the [**30] one 
established by the PSC. 

The appellants in the instant cases paid utility rates 
established by the PSCs. They had no legal right to pay 
any other rate. Since "injury implies violation of a legal 
right," Keogh, 260 U.S. at 163, 43 S. Ct. at 49 , the 
appellants suffered no legally cognizable injury by virtue 
of paying the filed rate. Thus, the appellants have failed 
to state a claim upon which relief can be granted under 
RICO. 

C. 

The appellants raise two issues regarding the 
application of the filed rate doctrine to the cases at hand 
that merit some discussion. First, the appellants submit 
that the filed rate doctrine is a federal doctrine that 
applies only to rates approved by federal regulatory 
agencies. They contend that the filed rate doctrine and 
the principles underlying it are, therefore, wholly 
inapposite to the instant cases since the rates in question 
in these cases were approved by state, not federal, 
regulatory authorities. We disagree. 

Where the legislature has conferred power upon an 
administrative agency to determine the reasonableness of 
a rate, the rate-payer "can claim no rate as a legal right 
that is other than the filed [**31] rate ...." Montana- 
Dakota Util., 341 U.S. at 251, 71 S. Ct. at 695 . This 
principle, which is central to the filed rate doctrine and to 
our decision today, applies with equal force to preclude 
recovery under RICO whether the rate at issue has been 
set by a state rate-making authority or a federal one. See 
H.J. Inc., 954 F.2d at 494 ("the filed rate doctrine applies 

whether the rate in question is approved by a federal or 
state agency"). n 12 

n 12 Moreover, the filed rate doctrine 
principles that the Supreme Court explicated in 
the context of adjudicating claims under the 
federal antitrust laws apply as readily in the 
context of a RICO adjudication. Congress 
modeled the civil remedy provision ofRIC0, 18 
U.S.C. 4 1964(c), after section 4 of the Clayton 
Act, 15 U.S.C. 8 15(a) (1988 & Supp. 11 1990), 
Holmes v. Securities Investor Protection Corp., -- 

2d 532 (1 992); see also Sedima, S. P. R.L. v. Imrex 
Co., 473 U.S. 479, 489 n. 8, 105 S. Ct. 3275, 
3281 n. 8, 87 L. Ed. 2d 346 (1985), the provision 
pursuant to which the plaintiffs in Keogh and 
Square D sought to obtain trebled damages. 
Indeed, both statutes confer standing to bring a 
private civil action in the exact same language: 
only upon a person "injured in his business or 
property ....I' 

Congress passed RICO in 1970, 48 years 
after the Supreme Court held in Keogh that one is 
not "injured in his business or property" when 
one pays the rate set by an agency with rate- 
making authority. We presume that Congress, 
when it conferred standing under RICO to one 
"injured in his business or property," intended 
that this language conferring standing would be 
interpreted just as 4 4 of the Clayton Act had 
been. As the Supreme Court stated recently: "We 
may fairly credit the 91st Congress, which 
enacted RICO, with knowing the interpretation 
federal courts had given the words earlier 
Congresses had used first in 8 7 of the Sherman 
Act, and later in the Clayton Act's 4 4. It used the 
same words, and we can only assume it intended 
them to have the same meaning that courts had 
already given them." Holmes, --- U.S. at ----, 112 
S. Ct. at 13 17- 18 (citations omitted). 

-U.S.----,----,112S.Ct.1311,1317,117L.Ed. 

[**32] 

The appellants contend also that the filed rate 
doctrine should not apply where a regulated entity 
allegedly has defrauded an administrative agency to 
obtain approval of a filed rate. Again, we disagree. A 
regulated entity's alleged fraud does not create a right to 
a reasonable rate [*1495] that exists independently of 
agency action. Thus, even if the filed rate is obtained 
through fraud, it remains true that one does not suffer the 
predicate "injury to business or property" by paying the 
filed rate. Cf: H.J. Inc., 954 F.2d at 489 ("the impact [a 
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967 F.2d 1483, *; 1992 U.S. App. LEXIS 16867, **; 
6 Fla. Law W. Fed. C 959 

civil action] will have on agency procedures and rate 
determinations," rather than the defendant's underlying 
conduct, controls whether the filed rate doctrine applies). 
n13 

appellants have not suffered an injury cognizable 
under RICO, we do not address these arguments. 

[**33] 

11. n13 The appellees argue that the district 
courts' dismissals of these cases should be Based on the foregoing, we AFFIRM the district 
affirmed on the basis of Burford abstention, the 
primary jurisdiction doctrine, and the clear 
statement doctrine. In light of our holding that the 

courts' dismissals of the appellants' claims. 

IT IS SO ORDERED. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC., 

Complainant ) 

) 

) 
Defendant 1 

V. 1 CASE NO. 99-484 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 

IGLOU’S RESPONSE TO BELLSOUTH’S MOTION 
FOR EXTENSION OF TIME 

Comes now Complainant, IgLou Internet Services, Inc., by and through Counsel, 

and for its Response to BellSouth’s Motion for Extension of Time states as follows: 

IgLou objects to an extension of time for BellSouth to comply with any part of the 

Commission’s November 30,2000, Order. IgLou filed its Complaint in this case on 

November 12, 1999. Prior to the filing of its Complaint, IgLou tried unsuccessfully to 

resolve these issues with BellSouth for several months. Since that time, IgLou has faced 

countless delays from BellSouth in resolving anything associated with the problems 

recognized by this Commission. 

Further delay in this case will continue to cause irreparable harm to IgLou and the 

rest of the Commonwealth. IgLou asserts that this Commission recognized the 

importance of broadband deployment throughout the Commonwealth, including the 

potential advantages of a retail tariff. The Commission’s Order speaks for itself. 

BellSouth should be required to comply with the Order in a timely manner. BellSouth is 

a company with virtually unlimited resources. It is disingenuous to suggest that 



I BellSouth does not have the resources to comply with the Commission’s Order in a 

I timely fashion. 

Respectfully submitted, 

1000 Republic Building 
429 W. Muhammad Ali Blvd. 
Louisville, Kentucky 40202 
Telephone (502) 587-6838 
Facsimile (502) 584-0439 
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or 
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Room 407 
Louisville, KY 40203 
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Mr. Thomas M. Dorman 
Executive Director 
Public Service Commission 
21 1 Sower Boulevard 
P. 0. Box 615 
Frankfort, KY 40602 

January 3,2001 

Dorothy J. Chambers 
General Attorney 

502 582-1475 
Fax 502 582-1573 

RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484 

Dear Mr. Dorman: 

As requested by the Commission’s November 30, 2000 Order, BellSouth is 
providing the Commission with a copy of the ADSL disclosure script used by BellSouth 
Service Representatives. Customers inquiring generally about ADSL service are 
handled by Service Representatives using the script provided in Attachment 1. As 
noted in the Commission’s order, BellSouth has made changes in the screen prompts 
used by Service Representatives in discussing ADSL with customers that are inquiring 
generally about ADSL service. This ensures the customer is aware that they can check 
with their Internet Service Provider (ISP) about ADSL based Internet services. 

Since re1 y , 

Attachment 

cc: Parties of Record 
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Attachment 1 

BellSouth Service Representatives follow disclosure guidelines regarding 
ADSL under the following condition: Inbound call where the customer 
inquires generally about ADSL service. 

For example the customer says: 
"Do you offer ADSL service?", or 

0 "Can you tell me if I can get ADSL in my area?" 

you currently have 
an Internet Service 

BellSouth also has services that will meet your 
needs and we will be glad to talk to you about 
our FastAccess ADSL Service offering. Would 

Internet Service?" 

The ISP referral notification does not apply to outbound sales calls nor 
inbound calls: 

Specifically requesting FastAccess ADSL information 
Related to specific FastAccess ADSL promotion offers 

Where customer mentions BellSouth Internet Services 

Where the service representative or agent is proactively discussing 
the customer's business communications needs, and uncovers the 
fact that FastAccess ADSL is an appropriate recommendation to 
solve the customer's business solution. 
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Louisville, Kentucky 40232 Internet 
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RE: IgLou Internet Services, Inc., Complainant v. BellSouth 
Telecommunications, Inc., Defendant 
PSC 99-484  

Dear Mr. Dorman: 

Enclosed for filing in the above-captioned case are the 
original and ten (10) copies of BellSouth Telecommunications, 
Inc.'s Motion for Reconsideration and Motion for Extension of 
Time to Respond to the Commission's Request for Information on a 
Retail Offering. 

Sincerely, 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC. ) 
1 

Complainant 1 

) 

1 
Defendant 1 

V. ) CASE NO. 99-484  

BELLSOUTH TELECOb"ICATIONS, INC. ) 

BELLSOUTH TELECOMMUNICATIONS, INC. 
MOTION FOR RECONSIDERATION 

BellSouth Telecommunications, Inc., ("BellSouth"), by 

counsel, respectfully requests reconsideration and clarification 

of the Commission's Order issued November 30, 2 0 0 0 .  Although the 

Commission's Order correctly determined on the factual record 

before it that BellSouth has complied with all accounting and 

other safeguards and was appropriately handling customer calls 

regarding ADSL services, the Commission's findings and order 

create a potential conflict with services tariffed at the federal 

level and regulated exclusively by the FCC. As discussed herein, 

BellSouth requests the Commission reconsider its order, modify 

the requirement that BellSouth file intrastate wholesale DSL 

tariffs based upon the resolution proposed herein to resolve the 

issue and the jurisdictional conflict inherent in the November 

30, 2000, Order. 



, 

PROCEDURAL BACKGROUND 

IgLou Internet Services, Inc. ("IgLou") filed a formal 

complaint on November 12, 1999, against BellSouth alleging a wide 

variety of anti-competitive, unlawful, and discriminatory conduct 

as well as alleged unlawful subsidization of exempted services 

with non-exempt revenue. The Commission developed an extensive 

record in this case. Following an informal conference on 

February 11, 2000, the parties exchanged data and responded to 

data requests. 

documentation on the factual issues, for example, producing over 

1,500 pages of materials in response to IgLou's data requests. 

This Commission then held a formal hearing on May 26, 2000, which 

included both direct and rebuttal testimony by both parties. 

Pursuant to the Commission's Order following the hearing, both 

parties filed briefs in this case. 

BellSouth provided significant supporting 

On November 30, 2000, this Commission issued a 13-page order 

which discussed IgLou's allegations, BellSouth's response, and 

also the allegations of an intervenor, Richard Breen. The 

Commission then analyzed the evidence of record, reaching certain 

factual findings and issued the Order that is the subject of this 

Motion for Reconsideration and Clarification. 

ARGUMENT 

This Commission's November 30, 2000, Order found a problem 

with the practical result of BellSouth's wholesale ADSL tariff 

2 



1 filed at the FCC. The Commission stated that the effect of the 

wholesale tariff of BellSouth was to unreasonably discriminate 

against Kentucky independent Internet Service Providers (ISPs) . 
The Order also stated that in regard to the provision of ADSL 

service in Kentucky, BellSouth has provided preferential and 

discriminatory service to itself to the detriment of other 

customers, specifically the small ISPs. - See Order at 11. The 

November 30, 2000, Order, then ordered BellSouth to modify its 

regional wholesale discount levels to Kentucky-specific levels 

and to file these modifications in an intrastate wholesale 

tariff . 
BellSouth seeks reconsideration of these aspects of the 

Commission's Order because (1) if BellSouth were to file an 

intrastate wholesale ADSL tariff, as the Commission seeks, it 

would not lead to the result the Commission intends because it 

could not be used by ISPs to provide Internet connectivity (which 

is an interstate service); ( 2 )  the Commission does not have the 

authority to require BellSouth to file a revised interstate 

tariff with the FCC; ( 3 )  even if the Commission had such 

authority, an interstate tariff with Kentucky-specific discounts 

would be an impermissible discrimination from an FCC perspective; 

As noted, in its November 30, 2 0 0 0 ,  Order, this Commission correctly 
recognized that BellSouth's operations comply with the specified accounting 
safeguards and Cost Allocation Manuals regarding regulated and non-regulated 
accounts; that IgLou's allegations regarding alleged violations of accounting 
safeguards were not supported; and that with its current scripts, BellSouth 
was properly handling inquiries from customers on ADSL related calls. 
November 30, 2000, Order at 11 and 12. 

3 



and ( 4 )  these aspects of the order are not in accord with the 

record before the Commission. Moreover, BellSouth believes that 

despite the arguments by IgLou of its difficulty in competing 

with larger ISPs, it has failed to establish that its 

difficulties are the result of discriminatory or unfair treatment 

by BellSouth. 

I. BELLSOUTH PROPOSES A RESOLUTION TO MEET THIS 
COMMISSION'S STATED CONCERNS AND TO AVOID A 
JURISDICTIONAL CONFRONTATION. 

Despite BellSouth's disagreement with the Commission's 

conclusions regarding the impact of BellSouth's wholesale ADSL 

tariff, BellSouth recognizes and wholeheartedly supports this 

Commission's position with respect to the importance of broadband 

infrastructure. In an effort to comply with the Commission's 

intent to advance the public interest by encouraging independent 

ISPs to participate in the DSL market, BellSouth proposes to file 

at the FCC a revised tariff that provides DSL at the rates shown 

in Attachment 1. 

The result of this proposed FCC filing would be to 

significantly collapse the wholesale tiers in the current 

BellSouth FCC ADSL wholesale tariff. The proposed FCC filing 

establishes volume prices ranging from $32.00 at the lowest 

volume commitment level to $29.00 at the highest volume 

commitment level. These changes would result in pricing for the 

smallest ISPs that is lower than pricing that could conceivably 

result from the Commission's November 30, 2000, Order. Moreover, 

4 



by making the pricing changes in the FCC tariff, this pricing 

would be applied across the entire BellSouth region. The 

proposed filing also recognizes the demand for volume pricing 

from national and regional ISPs such as EarthLink, Telocity and 

Mindspring. As discussed infra, the pending merger of America 

OnLine and Time Warner with the open access conditions imposed by 

the FTC creates more options for national and regional ISPs and 

exacerbates the demand for volume pricing by the large ISPs. 

This resolution, in lieu of filing state tariffs, will moot 

any jurisdictional issues arising from the Commission’s November 

30, 2000, Order. BellSouth assures the Commission, that if this 

resolution is acceptable, it will move expeditiously to file the 

tariff revisions at the FCC. BellSouth respectfully suggests 

sufficient time then be allowed for IgLou and other ISPs to 

utilize these revised interstate tariffs. 

BellSouth believes the resolution proposed herein fairly 

responds to the concerns raised by IgLou and noted by this 

Commission. 

benefit all concerned. 

BellSouth believes this proposed resolution should 

11. BELLSOUTH’S WHOLESALE ADSL TARIFF IS SUBJECT TO FCC 
JURISDICTION. 

BellSouth has proposed the resolution suggested above 

because of the potential jurisdictional conflict if the matter is 

not resolved in some such manner, and if this Commission 

otherwise reconsider its decision. In this Commission‘s 

30, 2000, Order, the Commission recognized that pursuant 

does not 

November 

to an 

5 



FCC tariff, BellSouth's offering of ADSL service to ISPs is 

through the regulated wholesale tariff offering BellSouth has 

filed at the FCC. November 30, 2000, Order at 6-7. The 

Commission also recognized that the FCC has determined that ADSL, 

a broadband technology used to transfer high bandwidth digital 

signals over existing copper pairs, is an interstate access 

service subject to the FCC's jurisdiction.2 

noted that while the FCC has stated that dial-up connections and 

intrastate local area networks ("LAN") connections are matters 

for state jurisdictions, the connection to the Internet is an FCC 

interstate matter. 

This Commission also 

3 

Of course, this Commission's conclusions are correct that 

ADSL is an interstate service. Further, there is ample support 

for the fact that the FCC has assumed jurisdiction of these 

services. The FCC has determined that an ADSL service offering 

that permits Internet Service Providers to provide their end-user 

customers with high-speed access to the Internet4 is an 

interstate service and is properly tariffed at the federal 

The Commission's Order cited GTE Telephone Operating Cos., GTOC Tariff No. 
1, GTOC transmittal number 1148, CC Docket No. 98-79, Released October 30, 
1998, at 6, Note 3 .  
See KY PSC Order of November 30, 2000, N 4, at 6, citing Second Report and 

Order (CC Docket No. 98-147, November 2, 1999). 
The Internet has been defined as 'an international network of interconnected 

computers that enables millions of people to communicate with one another in 
'cyberspace' and to access vast amounts of information from around the world". 
Reno v. ACLU, 521 U.S. 844 (1997). 

6 



level.5 In the GTE case, the FCC specifically rejec-ed an 

argument advanced by Northpoint, much like the argument IgLou has 

made here before this Commission, that 'the possibility of a 

price squeeze warrants the [Federal Communications] Commission's 

transfer to the states of its ratemaking authority with respect 

to interstate DSL services such as the one at issue here". 6 

In the present case, IgLou is making the same argument, that 

is, that because of a perceived 'pricing squeeze" this Commission 

should take jurisdiction of rates with respect to interstate ADSL 

services. Not only has the FCC rejected this argument as to 

GTE's tariff, but in a November 30, 1998, decision, the FCC also 

specifically concluded that BellSouth's offerings, like the 

service addressed in the GTE DSL order that permits ISPs to 

provide their end-user customers with dedicated high-speed access 

to the Internet, are identical to those designated in the GTE 

Transmittal No. 1148. Thus, for the same reasons set out in the 

GTE ADSL order, the FCC concluded BellSouth's offerings are 

GTE Telephone Operating Cos., GTOC Tariff No. 1, GTOC Transmittal No. 1148, 
CC Docket No. 98-79, released October 30, 1998. See also, In The Matter of 
Implementation of the Local Competition Provisions in the Telecomm. Act of 
1996 Inter-Carrier Compensation for IS-Bound Traffic, 14 F.C.C.R. 3689 (19991, 
vacated and remanded sub nom. Bell Atl. Tel. Co. v. F.C.C., 206 F.3d 1 (D.C. 
Cir. 2000) (ISP Ruling). (Vacating and remanding to the FCC to provide an 
explanation for its use of the end-to-end analysis as controlling for 
reciprocal compensation purposes; while Court recognized the FCC historically 
has been justified in relying on end-to-end analysis in determining whether a 
particular communication is jurisdictionally interstate, 206 F.3d at 1, and 
also recognized soundness of the end-to-end analysis for jurisdictional 
purposes, Court stated FCC had not explained why the same analysis should be 
used for the purposes of reciprocal compensation.) 
Id. at 1. 
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interstate services properly tariffed at the federal 

its November 30, 1998, decision, the FCC again rejected the 

argument that the possibility of a "price squeeze" warranted the 

FCC's transfer to the states of the FCC's ratemaking authority 

with respect to interstate DSL services, 

stated in the GTE DSL order. 

In 

for the same reasons 

The FCC has noted that the Telecommunications Act of 1996, 

Pub. L. 104-104, 110 Stat. 56, (1996 Act or Act) recognizes the 

inseparability, for purposes of jurisdictional analysis, of the 

information service and the underlying telecommunications. 

Section 3(20) of the Act defines "information services" as "the 

offering of a capability for generating, acquiring, storing, 

transforming, processing, retrieving, utilizing, or making 

available information via telecommunications". 

Implementation of the Local Competition Provisions in the 

Telecomm. Act of 1996 Inter-Carrier Compensation for IS-Bound 

Traffic, 14 F.C.C.R. 3689 (1999), vacated and remanded sub nom. 

Bell Atl. Tel. Co. v. F.C.C., 206 F.3d 1 (D.C. Cir. 2000) ( I S P  

Ruling). - See, 47 U.S.C. § 153(20). See also, 47 C.F.R. § 

64.702(a) 

transmission facilities used in interstate communications"). 

Thus, in analyzing ISP traffic, the FCC has determined that ISP 

traffic is a continuous transmission from the end-user to a 

Thus, 

In The Matter of 

(enhanced services are provided "over common carrier 

Bell Atlantic Tel. Cos; ,  FCC 98-317, CC Docket No. 98-168, 161, 167, and 
103, released November 30, 1998. 

8 



distant Internet site for jurisdictional purposes. ISP Ruling at 

3699. Of course, the United States Supreme Court recently 

reaffirmed the plenary authority of the FCC. AT&T Corp. v. Iowa 

Util. Bd., 525 U.S. 366 (1999). 

Moreover, the FCC's determination that Internet calls are 

within the interstate jurisdiction is consistent with the way the 

FCC traditionally has determined the jurisdictional nature of 

communications. - See, Petition for Emergency Relief and 

Declaratory Ruling filed by BellSouth Corporation, 7 F.C.C. Rcd. 

1619 (1992) (BellSouth MemoryCall) (FCC determined the entire 

transaction constituted one interstate call because 'there is a 

continuous path of communications across state lines between the 

caller and the voice mail service"). - Id. at 1620. See also, 

Teleconnect Co. v. Bell Tel. Co. of Penn., E-88-83, 10 F.C.C. 

Rcd. 1626 (1995) (Teleconnect), aff'd. -- sub. nom. Southwestern 

Bell Tel. Co. v. F.C.C., 116 F.3d 593 (D.C. Cir. 1997) 

(Nationwide 800 Travel Service using AT&T's MegaComm 800 Service 

is a single end-to-end call even though the call is initiated by 

an end-user from a common line open end, routed through a LEC to 

an AT&T MegaComm line and then transferred from AT&T to 

Teleconnect by another LEC at which point Teleconnect routes the 

call through the LEC to the end-user being called. - Id. at 1627- 

28); In the Matter of Southwestern Bell Tel. Co., CC Docket No. 

88-180, Order Designating Issues for Investigation, 3 F.C.C. Rcd. 

2339, 2341 (1988) (Southwestern Bell Tel. Co.) (F.C.C. rejected 

9 



argument that a credit card call should be treated as two calls 

for jurisdictional purposes and concluded "switching at the 

credit card switch is an intermediate step in a single end-to-end 

communication". ) 

This Commission has previously and correctly determined that 

BellSouth's enhanced information services, including dial-up 

Internet access and BellSouth@ FastAccessQ ADSL based Internet 

access service provided to its retail customers fall within the 

FCC's definition of enhanced or information services. - See, 

Kentucky Public Service Commission Order in Case No. 96-441 

(November 14, 1996). 

Thus, this Commission's determination in its November 30, 

2000, Order that ADSL is an interstate access service subject to 

the FCC's jurisdiction and that connections to the Internet are 

an FCC interstate matter are well supported, in accord with long 

established authorities, and also clearly correct. Kentucky 

Public Service Commission November 30, 2000, Order at 6. 

Because the Commission clearly understands the interstate 

nature of BellSouth's wholesale ADSL service, BellSouth 

respectfully requests that this Commission reconsider and clarify 

the portion of its order that appears to affect BellSouth's 

@BellSouth is a registered trademark of BellSouth Intellectual 
Property Corporation 
@Registered Service Mark of BellSouth Intellectual Property 
Corporation 
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tariffs filed at the FCC. As discussed above, the FCC's 

decisions in this arena clearly establish that this service is 

interstate in nature for jurisdictional purposes. As such, 

the FCC has preempted state commission action in this area. 

Commission's order, as presently written, creates an unavoidable 

conflict with the regulatory authority of the FCC. For these 

This 

reasons, this Commission should reconsider and clarify its order. 

Moreover, adopting the resolution BellSouth has proposed herein 

will resolve this matter without a jurisdictional conflict. 

111. THE FILED RATE DOCTRINE PROHIBITS BELLSOUTH FROM 
MAKING KENTUCKY-SPECIFIC CHANGES THAT IMPACT TARIFF 
FILED AT THE FCC. 

BellSouth seeks reconsideration and clarification because 

BellSouth has difficulty determining precisely what the 

Commission intended in ordering the filing of a Kentucky-specific 

DSL tariff. If the intent is that BellSouth file such a tariff 

with respect to intrastate services to be used over intrastate 

communications facilities, such a state filed tariff could not be 

used by ISPs to provide ADSL based Internet connectivity to the 

ISPs customers. Thus, such a state tariff filing would not 

appear to address the concerns identified by this Commission. 

However, if the Commission were ordering the filing of a 

Kentucky-specific tariff that differs from the tariff on file at 

the federal level, such a dual tariff filing would create a 

potential jurisdictional conflict and implicate the Filed Rate 

Doctrine. 

I 11 



Because, as this Commission has correctly recognized, 

BellSouth's wholesale ADSL tariff is an interstate tariff, 

BellSouth is required to file it with the FCC. - See 47 U.S.C. 

Section 203(a) (West 1991). Further, under the Filed Rate 

Doctrine, BellSouth is prohibited from charging anything other 

than that specified in the federal tariff. - Id., Section 203(c). 

See also, Carter v. AT&T, 365 F.2d 486, 496, (5th Cir. 1966), 

cert. denied 385 U.S. 1008 (1967); Marcus v. AT&T, 138 F.3d 46, 

56 (2d Cir. 1998). The Filed Rate Doctrine prohibits a customer, 

such as a Kentucky ISP, from obtaining additional or different 

rates not expressly covered by the federal tariff. 

Indus. U.S. v. Primary Steel, 497 U.S. 116 (1990); Transportation 

Data Interchange, Inc. v. AT&T Corp., 920 F. Supp. 86 (D.Md. 

Maislin 

1996); Cooperative Communications, Inc. v. AT&T Corp., 867 F. 

Supp. 1511 (D.Utah 1994). 

This Commission's order that BellSouth modify its regional 

wholesale discount levels as reflected in the FCC tariff in order 

to file a Kentucky-specific ADSL tariff for a wholesale service 

appears to conflict with the interstate nature of the wholesale 

ADSL tariff on file at the FCC. As such, the effect of this 

Commission's order flies directly in the face of the Filed Rate 

Doctrine. In essence, to file such a state-specific tariff would 

allow Kentucky ISPs  to obtain more favorable, preferential, and 

discriminatory rates. 

Commission to reconsider and clarify its Order so as to avoid 

BellSouth respectfully requests this 
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creating a state-specific tariff that conflicts with BellSouth’s 

tariff on file with the FCC and that would violate the well 

settled Filed Rate Doctrine. Again, BellSouth would note that 

its proposal to amend its interstate tariffs resolves any 

question concerning the ‘Filed Rate” Doctrine and any questions 

about the efficacy of an intrastate DSL tariff. 

IV. THE RECORD DOES NOT SUPPORT A FINDING OF 
DISCRIMINATION. 

BellSouth respectfully suggests the record fails to support 

a finding that the effect of BellSouth’s wholesale ADSL tariff at 

the FCC is discriminatory. There is insufficient evidence of 

record to support any such finding even if it were within this 

Commission’s jurisdiction. In addition, the very fact that 

BellSouth has provided its DSL service in accordance with an 

approved FCC tariff mitigates any allegation of discrimination. 

The record makes clear that ADSL is a complex service for 

the ordinary end user, requiring coordination between the end- 

user‘s Internet provider and the ADSL provider. Tr. at 250-251. 

Not only the record in this case, but multiple news articles, 

establish the numerous problems experienced by many providers in 

bringing high-speed connectivity to market. 

for a wholesale tariff was designed to try to minimize such 

BellSouth‘s model 

problems for end-users and to provide for coordination of ADSL 

service with Internet applications by the Internet Service 

Provider who has a higher level of expertise than typical end- 

user customers. 
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Moreover, the high-speed Internet access market continues to 

rapidly develop and change. Recent Federal Trade Commission 

(FTC) conditional approval of the merger of America OnLine (AOL) 

and Time Warner is representative of such developments. The open 

access condition imposed by the FTC creates additional 

competitive alternatives to BellSouth's ADSL service for ISPs. 

In the consumer market, cable modem service, such as AT&T's 

@HomeTM and Time-Warner' s Road RunnerTM services, are the most 

popular alternative to DSL. Cox Direct at 12. Cable modem 

customers number around two million nationwide, while DSL 

customers are less than one million. In the Louisville area, 

InterMedia provides cable modem service to over 3,000 subscribers 

through their At Home service. Taylor Direct at 7-8. In 

addition to these technologies, direct satellite broadcasts and 

wireless services are providing increasing options to customers 

seeking high-speed connections to the Internet. 

All ISPs entering the high-speed Internet connectivity 

market must compete with these various technologies. 

to BellSouth's wholesale ADSL tariff, ISPs have many other 

alternatives to provide high-speed Internet connections for their 

customers. These options include access through Data CLECs such 

as Covad, NorthPoint, and Rhythms, who are deploying Digital 

Subscriber Line Access Multiplexers (DSLAMS) in Kentucky to make 

In addition 

@Home TM is a registered trademark of At Home Corporation 
Road Runnerm is a registered trademark of Warner Brothers 
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DSL available on a wholesale basis. Taylor Direct at 8, Lines 9- 

11. Furthermore, IgLou, like other ISPs, can take advantage of 

various aggregator contracts such as that offered through the 

Florida Internet Service Providers Association 'FISPA". Several 

Kentucky based ISPs have taken advantage of this opportunity and 

have been offering their customers ADSL based Internet services 

since the first half of this year. 

In addition, in accordance with the FCC mandate for "line 

sharing," BellSouth and other incumbent local exchange companies 

must provide Data CLECs with access to the high frequency portion 

of the local loop where the local exchange company is 

providing voice service to a customer. The FCC has recognized 

that line sharing should result in lower costs, faster deployment 

of DSL services, and a wider range of options. In the matters of 

Deployment of Wireline Services Offering Advanced 

Telecommunications Capability and Implementation of the Local 

Competition Provisions of the Telecommunications Act of 1996, CC 

Docket Nos. 98-147 and 96-98, Third Report and Order in CC Docket 

No. 98-147 and Fourth Report and Order in CC Docket No. 96-98, 14 

FCC Rcd. 20912, 20916 (1999). As the FCC news release, dated 

November 18, 1999, stated: "This Order is intended to ensure 

that as many companies as possible will be able to deploy new 

technologies on a faster, more cost-effective basis and should 

accelerate the ability of residential and small business 

customers to access competitive broadband services from their 
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choice of providers.” 

agreement with Covad to do just that. Cox Direct 12-13. 

BellSouth promptly reached a regional 

BellSouth recognizes the difficulties ISPs, such as IgLou, 

have identified in competing in the DSL market. While BellSouth 

believes that the problems of smaller ISPs  competing are the 

result of market forces in a rapidly developing landscape and not 

the result of any unfair or illegal conduct, nevertheless, 

BellSouth has proposed a resolution that addresses the issues the 

Commission has identified. The proposed resolution also will 

avoid the expense, delay, and rancor which could be associated 

with a jurisdictional dispute. For these reasons, BellSouth 

urges the Commission to reconsider its decision based upon the 

resolution BellSouth has proposed. 

CONCLUSION 

BellSouth believes this Commission correctly determined it 

This Commission also correctly does not regulate the Internet. 

chose not to order revisions to BellSouth‘s FCC wholesale ADSL 

tariff since to do so would intrude upon the interstate nature of 

this service and the tariffs filed at the federal level. 

However, this Commission’s Order, as it now stands, requiring 

BellSouth to file a Kentucky-specific ADSL tariff in Kentucky 

that differs from the wholesale tariff on file at the FCC would 

create a preferential and discriminatory service that 

impermissibly favors Kentucky ISP customers, such as IgLou. Any 

16 



change to the pricing structure of the FCC tariff can and must be 

made by a filing at the FCC. 

For the foregoing reasons, BellSouth respectfully urges this 

Commission to grant reconsideration and modify its previous order 

based upon the proposed resolution suggested herein. 

Respectfully submitted, 

Street, Room 407 
P. 0. Box 
Louisville, KY 40232 
(502) 582-1475 

R. Douglas Lackey 
A. Langley Kitchings 
Suite 4300, BellSouth Center 
675 W. Peachtree Street, N.E. 
Atlanta, GA 30375 
(404) 335-0765 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

240013 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC. 1 
1 

Complainant 1 
1 

1 
V. 1 CASE NO. 99-484 

BELLSOUTH TELECOMMUNICATIONS, INC. ) 

BELLSOUTH TELECOMMUNICATIONS, INC.’S MOTION FOR 
EXTENSION OF TIME TO RESPOND TO THE COMMISSION’S 
REQUEST FOR INFORMATION ON A RETAIL OFFERING 

The Commission’s November 30, 2000, Order in this case, 

concluded BellSouth would not be required to file a retail DSL 

tariff at this time. However, the Commission required that 

BellSouth file a written explanation detailing the requirements 

necessary for the Company to provide DSL pursuant to a retail 

tariff and also requested that BellSouth address the public 

interest issues involved in a retail tariff. 

BellSouth respectfully requests an extension until February 

15, 2001, to provide this further explanation and response as to 

what the requirements and issues would be for development of a 

retail ADSL offering. A number of interdisciplinary departments 

and issues are implicated in making such an estimate and 

numerous people and teams need to be consulted to provide an 



accurate response to the questions posed by the Commission. The 

establishment of appropriate help desk support, cost studies, 

and development of pricing data. Some of the problems that must 

be considered include the following: 

All billing for DSL services currently is directed 

ISPs. A retail service would require establishing a new 

Universal Service Order Code (USOC) and associated process 

changes that impact billing and provisioning. 

billing systems typically take a long lead time. 

Changes to 

to 

With respect to order flow, a new service order entry 

Existing systems are system would need to be developed. 

designed for wholesale services only. 

The Information Technology organization must participate 

in this process in order to obtain an estimate on the cost of 

changing systems as well as the timeframe when this type of work 

could be done. 

Designing a mix of wholesale and retail services is 

extremely complex as the Company would need to work out new 

order flows and interfaces as well as provide necessary training 

to staff. Again, significant Information Technology resources, 

which are already committed through the second quarter of 2001, 

are implicated. 

2 



End to End Testing of a retail service to ensure the 

accuracy of ordering, billing and provisioning of the service 

would have to be completed. 

With respect to a help desk, BellSouth is not currently 

staffed to support a retail help desk. 

Tier 1 help desk functions. 

volume of calls expected and what additional staffing and 

training resources would be necessary to handle anticipated 

calls. Where an end-user must call two providers, for example, 

BellSouth and the end-user customer's separate ISP, help desk 

support for the retail service would be fragmented. 

the retail customer calls only his or her ISP. 

ISPs presently perform 

BellSouth needs to estimate the 

At present, 

In addition, cost studies would need to be updated and 

pricing data would need to be obtained. 

BellSouth respectfully seeks an extension to February 15, 

2001, to respond to the Commission's request to detail the 

requirements of a retail DSL tariff and related questions. This 

request is made so that BellSouth can reasonably investigate the 

questions posed by the Commission and fully and accurately 

respond to the Commission. 
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Respectfully submitted, 

601 W. Chestnu&Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 
Telephone No. (502) 582-1475 

R. Douglas Lackey 
A. Langley Kitchings 
Suite 4300, BellSouth Center 
675 W. Peachtree Street, N.E. 
Atlanta, GA 30375 
Telephone No. (404) 335-0765 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

240223 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

IGLOU INTERNET SERVICES, INC. 

CASE NO. 
99-484 

) 

) 

vs . 

BELLSOUTH TELECOMMUNICATIONSl INC. ) 

O R D E R  

On November 12, 1999, IgLou Internet Services, Inc. (“IgLou”), an enhanced 

service provider, filed a formal complaint against BellSouth Telecommunications, Inc. 

(“BellSouth”). IgLou is a Kentucky-based Internet Service Provider (“ISP”) that provides 

Internet access to thousands of Kentucky residents. BellSouth was subsequently 

ordered to satisfy the matters complained of, or file a written answer to, IgLou’s 

complaint. A public hearing was held May 26, 2000. Both parties presented evidence 

and had an opportunity for cross-examination of witnesses. Post-hearing briefs were 

also filed. 

The issues raised by the complaint transcend the private dispute between the 

parties to this case. They are major ones for this Commonwealth, implicating concerns 

involving the growth of competition in our telecommunications market, as well as ease 

of access to information technology that is crucial in determining Kentucky’s future. We 

have jurisdiction over these matters pursuant to KRS 278.260 (empowering the 

Commission to address complaints regarding utility service) and KRS 278.280 



(empowering the Commission to prescribe proper utility practices to replace those found 

unreasonable). 

Ig Lou’s Allegations 

Ig Lou asserts that BellSouth currently maintains dominant control of the 

telecommunications market that it serves in Kentucky and it thereby controls the 

dominant technology -- Asynchronous Digital Subscriber Line (“ADSL”) -- that allows 

customers the ability to connect to the Internet at high speeds and with high capacity. 

IgLou argues that BellSouth’s occupation of the position between an ISP and its end- 

users enables it to exploit this position to benefit BellSouth’s own unregulated ISP 

operations, BellSouth.net, to the detriment of its competitors and the competitive market 

in general. 

IgLou also argues that BellSouth provides better service and better rates to its 

own Internet operations than it does to competitors such as IgLou. IgLou hinges its 

complaint on KRS 278.170( 1): 

No utility shall, as to rates or service, give any unreasonable 
preference or advantage to any person or subject any 
person to an unreasonable prejudice or disadvantage, or 
establish or maintain any unreasonable difference between 
localities or between classes of service for doing a like and 
contemporaneous service under the same or substantially 
the same conditions. 

Ig Lou asserts that BellSouth’s marketing strategy and business practices in 

connection with its ADSL offerings constitute (1) an unreasonable preference in favor of 

its own ISP offering; (2) a cross-subsidy between regulated and nonregulated services 

in violation of KRS 278.514; and (3) an unreasonable leveraging of its monopoly power. 

IgLou asks the Commission to require BellSouth to offer all Kentucky lSPs the same 
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benefits and terms it offers to itself in regard to the deployment of ADSL technology. 

IgLou’s arguments are supported on the record by representatives of other ISPs. 

IgLou asserts that BellSouth provided DSL service to itself prior to having made it 

available to any of its competitors. Thus, according to IgLou, BellSouth beat its 

competitors to the market by providing a service to itself while intentionally withholding 

the service from its competitors. 

IgLou also asserts that BellSouth has structured its wholesale DSL tariff to 

ensure that only the largest market providers, including, of course, BellSouth’s own 

Internet service operations, can obtain the best discount available. The tariff provides 

for major discounts based on a large volume of service spread over the nine-state 

region. According to IgLou, given this tariff price differential, a Kentucky-based ISP 

simply cannot compete with BellSouth in providing Internet service. 

Ig Lou explains that the Federal Communications Commission (“FCCI’) tariff under 

which DSL is offered prescribes a penalty when an end-user fails to complete his 

contract term. If IgLou’s customer fails to complete a contract term under the wholesale 

FCC tariff, then IgLou must pay BellSouth the commitment penalty. BellSouth’s ISP 

operations must also pay the penalty when one of its customers fails to complete a 

contract; however, that penalty is, of course, paid to BellSouth itself. 

Ig Lou alleges many instances in which BellSouth has actively provided better 

service to itself than to its competitors, including BellSouth’s upgrading of its network to 

serve one of its own customers before serving one of IgLou’s customers. Moreover, 

Ig Lou charges that BellSouth unfairly competes with other lSPs by actively marketing 

customers away from competitors when those customers contact BellSouth regarding 
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regulated telephone service for which BellSouth retains a near-monopoly. For example, 

IgLou asserts that, when customers contact BellSouth regarding DSL service or any 

other service provided in conjunction with Internet service, the customer is immediately 

forwarded to BellSouth’s ISP operations rather than simply being informed about the 

issue at hand or, in the alternative, being informed that there are competing ISPs. 

Ig Lou also asserts that BellSouth improperly mixes its regulated and unregulated 

services to the detriment of the competitive market and that its regulated services cross- 

subsidize its unregulated services, in violation of KRS 278.514. IgLou asks the 

Commission to require BellSouth to change its discriminatory and anti-competitive 

practices and to assess damages against BellSouth. 

BellSouth’s Response 

In response, BellSouth asserts that it has followed all cost allocation rules and 

that its regulated services do not subsidize its Internet service. It acknowledges its 

practice of routing of DSL inquiries directly to its own ISP operations; however, it has 

agreed to alter this practice. BellSouth has provided an acceptable script which its 

employees now follow when queried concerning DSL service. Thus, a portion of 

IgLou’s joint marketing concerns have been addressed. 

The remainder of BellSouth’s response to Ig Lou’s allegations largely consists, 

however, of assertions that IgLou’s allegations are hearsay and/or cannot be taken 

seriously. BellSouth also contends that, because the claims of discrimination are based 

upon the terms and conditions of its FCC tariff, this Commission has no authority to 

address those claims. BellSouth offers to consider Commission proposals for 
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alterations to its FCC tariff when it next revises the tariff.‘ Finally, BellSouth contends 

that Ig Lou already has reasonable options, including becoming a telecommunications 

carrier or joining an ISP association, by which it can lower the price it must pay for high 

speed access for its customers. 

Intervenor’s Allegations 

On August 25, 2000, Richard Breen moved to intervene in this case, alleging 

claims that underscore those of IgLou: he claims that BellSouth has failed to furnish 

him adequate, efficient and reasonable service. Breen asserts that he attempted to 

receive high-speed Internet access service from both BlueStar Communications Inc. 

and Adelphia Telecommunications Inc., and that these utilities could not provide his 

service because BellSouth would not provide them the necessary network upgrades. 

He further alleges that BellSouth employees told him that the facilities were ready and in 

place, but that delay after delay occurred. He has been unable to receive service, and 

asserts that on one occasion when he contacted BellSouth, he was simply told that DSL 

service is not available for his office phone number. Mr. Breen’s office is located on 

Breckinridge Lane in Louisville. Mr. Breen’s complaint will be addressed in a separate 

proceeding, Case No. 2000-409.2 

’ BellSouth post-hearing brief at 23. 

Case No. 2000-409, Richard Breen v. BellSouth Telecommunications, Inc. 
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DSL Service and the Interstate Tariff 

DSL is a broadband technology used to transfer high bandwidth digital signals 

over existing copper pairs. One of many uses for the service is access to the Internet. 

An end-user’s twisted pair connects into BellSouth’s network, terminating at a DSL- 

equipped wire center. The traffic is then routed to BellSouth’s Asynchronous Transfer 

Mode Service using frame relay interface capabilities. The subscriber’s use of the local 

exchange plant for circuit switched intrastate and interstate voice and data calls is 

unaffected by the DSL service. 

The FCC has determined that DSL is an interstate access service subject to its 

jur i~dict ion.~ In reaching this decision, the FCC distinguished circuit-switched dial-up 

Internet connections from dedicated Internet connections. The FCC has stated that 

dial-up connections and local area network (“LA”’) connections are matters for state 

jurisdiction, but that the connection to the Internet is an FCC interstate matter.4 

The FCC also asserts that a vital ISP market benefits the public interest and that 

its policies are meant to ensure that lSPs and their customers will obtain DSL at low 

prices: 

We believe that our conclusions will encourage incumbents 
to offer advanced services to lSPs at the lowest possible 
price. In turn, the ISP Providers, as unregulated information 
service providers, will be able to package the DSL Service 
with their Internet service to offer affordable, high-speed 
access to the Internet to residential and business 
consumers. As a result, consumers will ultimately benefit 

~ ~ 

GTE Telephone Operating Cos., GTOC Tariff No. 1, GTOC Transmittal No. 
1148, CC Docket No. 98-79, released October 30, 1998. 

Congress’s goals with respect to advanced services have been implemented by 
the FCC. - See Second Report and Order (CC Docket No. 98-147, November 2, 1999). 



through lower prices and greater and more expeditious 
access to innovative, diverse broadband applications by 
multiple providers of advanced services. We note that our 
conclusions herein do not change the regulatory status of 
the ISP, which we have previously concluded to be an 
information service provider rather than a telecommunica- 
tions carrier. We believe that maintaining the non-carrier 
status of ISPs, in this instance, benefits the public in tere~t .~ 

The FCC Order also describes the two distinct ways incumbent local exchange 

carriers (“ILECs”) market and provide DSL service: (1) directly to residential and 

business end-users (retail); and (2) to lSPs who package DSL as part of a high-speed 

Internet service (wholesale). 

Retail 

ILECs file tariffs with the FCC offering single lines of DSL services to end-user 

customers. The advertising for these services makes clear the single line DSL offerings 

are designed for and offered to the ultimate end-user because the ILEC will be 

performing functions such as marketing and billing. 

ILECs utilizing the retail business model for tariffing DSL must offer the service to 

competing local exchange carriers (“CLECs”) at the resale discount. However, the FCC 

concluded that advanced services sold to lSPs are not subject to the discounted resale 

obligations contained in the 1996 Telecommunications Act. 

Wholesale 

ILECs also enter into arrangements directly with lSPs pursuant to which the lSPs 

purchase large volumes of DSL lines at various discounts based on the number of lines 

purchased and the duration of the plan. The entities obtaining the bulk DSL services 

Id. - 
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perform certain functions with respect to the DSL service supplied to them, including 

provisioning all customer premises equipment and wiring, providing customer service, 

and marketing, billing, ordering, and repair. DSL service sold under the volume and 

discount plan is not a finished end-user product and is not subject to resale obligations. 

Discussion 

The record demonstrates that BellSouth’s unregulated FastAccess ADSL Internet 

Service is provided to end-users and not to ISPs. An end-user may not, however, order 

FastAccess in conjunction with any ISP other than BellSouth’s own operations: 

BellSouth.net. lSPs must purchase BellSouth regulated wholesale ADSL service and 

use it to create their own ADSL Internet service offerings.6 

A large part of BellSouth’s defense in this case has been based on its contention 

that IgLou has reasonable options that will enable it to obtain DSL at a lower price than 

it can now obtain regardless of whether BellSouth changes its practices. BellSouth 

contends, for example, that IgLou should join an association of lSPs to order DSL in the 

aggregate. But such action still may not enable Kentucky-based lSPs to qualify for the 

lowest price and the lSPs would be forced to pay a surcharge not required by 

Bel lS~uth.~ BellSouth also suggests that IgLou should order DSL from a CLEC. But 

there is evidence in the record that resale DSL market is not generally available. 

Finally, BellSouth suggests that IgLou file for CLEC status, as such entities may 

purchase unbundled network elements (“UNEs”) to avoid the voluminous volume- 

For a description of BellSouth’s Internet operations, - see BellSouth’s response 
to IgLou data requests, Item No. 1 . I O  and 1.19. 

’ Transcript of Evidence (“T.E.”) at 29, 163, and 273-274. 
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discount tariff requirements. Such action would, however, involve IgLou’s assumption 

of a line of business that it has no desire to assume. Like the other options urged by 

BellSouth, this option would entail additional expense and administrative burdens that 

small lSPs can ill afford. In summary, the Commission finds that each option suggested 

by BellSouth entails unnecessary burdens upon small competitors and/or is unrealistic. 

Moreover, even if the options offered by BellSouth were reasonable, BellSouth’s 

suggestion of these self-help remedies loses sight of IgLou’s primary charge: that 

BellSouth is burdening, and ultimately may be destroying, many of its competitors by 

means of providing utility service in a discriminatory manner. 

In short, it appears that the wholesale tariff of BellSouth unreasonably 

discriminates against most Kentucky independent lSPs and will not advance DSL 

service in Kentucky. IgLou is clearly correct in its contention that smaller lSPs simply 

cannot purchase the services its customers request in the volume necessary to receive 

the lowest tier price. BellSouth’s FCC tariff is extremely complicated and contains 

severe pricing disparities between rates for which BellSouth qualifies and rates for 

which its average competitor could qualify. In addition, the tariff requires a term 

commitment with associated penalties for early termination. Under the current tariff, 

lSPs must market DSL service to a large regional customer base to secure, and 

guarantee under penalty, a minimum of 40,000 lines to take advantage of the lowest tier 

price. This tariff makes it extremely difficult, if not impossible, for the small independent 

ISP wishing to take advantage of BellSouth’s currently proposed broadband rollout to 

compete against a regional ISP. Given this Commission’s frequently reiterated position 

in favor of telecommunications competition, together with its support for the proposed 
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broadband rolloutI8 we can only find the practical result of BellSouth’s DSL tariff 

unacceptable. 

We must also note that Verizon South, Inc. (“Verizon”), formerly known as GTE 

South Incorporated, has chosen to sell DSL very differently and that, as a result, 

independent lSPs have a more realistic opportunity to compete in areas served by 

V e r i ~ o n . ~  Cincinnati Bell, Inc., meanwhile, sells DSL at retail directly to end-users who 

want it.” No 40,000 line commitment is necessary to receive a $29.95 residential rate 

for 768 kbps/384 kbps “Turbospeed” service.” 

This Commission has previously stated that it does not purport to regulate the 

Internet per se. However, the issue here has to do with intrastate utility service over 

intrastate communications facilities. - See 47 U.S.C. 152(b). Although DSL is used to 

connect to the Internet, other uses for this service exist and will evolve as a broadband 

infrastructure is deployed throughout the Commonwealth. DSL is a fundamental piece 

of a broadband infrastructure that will support future advanced services. Open, non- 

discriminatory access to this infrastructure is imperative for the development of 

- See Case No. 99-434, The Review of BellSouth Telecommunications, Inc.’s 
Price Regulation Plan. 

See GTE Telephone Operating Companies Tariff, FCC No. 1, Section 16.6, 
DSL Solutions; Testimony of Susan Ashdown, T.E at 60 (asserting that Kentucky lSPs 
are able to “make a limited go of it in GTE territory” because “GTE does not have these 
absurd tariffs where they have to commit to a 40,000 line volume to - in order to obtain 
a reasonable discount”). 

lo See CBT General Exchange Tariff, PSCK No. 3, Section 55. 

’’ - Id. at 7‘h Revised Page 4. 
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competition and evolution of advanced services. Accordingly, we do not concede that 

the FCC has preempted any state action here. Nor do we believe that the practical 

result of BellSouth’s FCC tariff reflects the FCC’s stated intention of endorsing ISP 

competition. Finally, we do not believe that such business practices comport with the 

goals of Congress as stated in the Joint Conference Report associated with the 1996 

Telecommunications Act, in which Congress indicated that it would require Bell 

Operating Companies to provide equal access and nondiscriminatory service to 

interexchange carriers and information service providers.’* 

The development of a broadband infrastructure and the resulting high-speed 

access market is critically important to Kentucky’s economic future. Pursuant to KRS 

Chapter 278, this agency has been entrusted with oversight of this market, and we have 

specific authority to address complaints in regard to it and to ensure that unreasonable 

and discriminatory practices do not impede its development. 

We therefore reach the following conclusions: in regard to Ig Lou’s allegations 

regarding violation of accounting safeguards, we find for BellSouth. BellSouth’s 

operations appear to comply with specified safeguards and with its cost allocation 

manual regarding regulated and nonregulated accounts. Second, we deny Ig Lou’s 

demand for damages. This Commission has no jurisdiction to provide such a remedy. 

Next, we find that, in regard to provision of DSL service in Kentucky, BellSouth 

has provided preferential and discriminatory service to itself to the detriment of other 

customers, specifically the small ISPs, in violation of KRS 278.1 70. Therefore, pursuant 

to KRS 278.280, we order BellSouth to alter its practices as follows. 

’* Joint Conference Report at 122. 
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BellSouth must continue to require its employees to follow the new script when 

queried regarding DSL service. In addition, it must advise inquirers of the availability of 

other lSPs on all DSL-related calls. Even more crucially, BellSouth must change the 

terms and conditions pursuant to which it effects DSL in Kentucky. 

Specifically, BellSouth must modify its regional wholesale discount levels to 

Kentucky-specific levels and eliminate or greatly reduce the tariff penalties. These 

modifications shall be filed in an intrastate wholesale tariff so that this Commission can 

monitor the provision of this intrastate service. The current 40,000 threshold for the 

best price must be lowered so that within Kentucky all competitors have an opportunity 

to receive DSL for a comparable price. It is unreasonable, discriminatory, and 

destructive to the competitive market for BellSouth to provide itself DSL for $29.00 when 

its in-state competitors cannot qualify for this price without assuming other costs and 

burdens that would result from aggregating or entering the business of providing 

telecommunications themselves. 

Kentucky represents roughly 5 percent of BellSouth’s nine-state region line 

count. To calculate a state-specific level BellSouth must multiply the number of lines 

required to receive the discount by 5 percent. Such calculations should produce 

reasonable Kentucky-specific aggregate discount levels that independent lSPs can 

meet. 

Although we conclude that we need not require BellSouth to file a retail DSL tariff 

at this time, we will closely monitor the market to determine whether the wholesale tariff 

ordered herein adequately serves Kentucky’s consumers while moving Kentucky 
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forward in this technological age. Moreover, BellSouth should file a written explanation 

detailing the requirements necessary for it to provide DSL pursuant to a retail tariff. 

Such explanation should also address the public interest issues involved in a retail tariff 

that would empower consumers to employ DSL as they please. 

Having reviewed the record and having been otherwise sufficiently advised, the 

Commission HEREBY ORDERS that: 

1. Within 30 days of the date of this Order, BellSouth shall file a Kentucky- 

specific DSL tariff as prescribed herein for wholesale service, together with associated 

cost support. 

2. Within 30 days of the date of this Order, BellSouth shall file a plan for 

complying with all of the marketing directives contained herein, including the script 

BellSouth plans to use to advise customers of the availability of other ISPs. 

3. Within 30 days of the date of this Order, BellSouth shall file a written 

explanation detailing the requirements of a retail DSL tariff and the related public 

interest issues as described herein. 

4. Those portions of IgLou’s complaint alleging violations of accounting 

safeguards and seeking monetary damages are hereby denied. 

Done at Frankfort, Kentucky, this 30 th  day o f  November, 2000. 

By the Commission 

ATTEST: 

Executive Director 
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