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Mr. Jeff Derouen

Executive Director
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211 Sower Boulevard

P.O. Box 615

Frankfort, Kentucky 40602

Re: dPiv. BellSouth Telecommunications, Inc. d/b/a AT&T Kentucky
KPSC 2009-00127

Dear Mr. Derouen:

Enclosed for filing in the above-referenced case are the original and ten (10)
copies of Direct Testimony of Nicole W. Bracy, P. L. (Scot) Ferguson, and Kristy A.
Seagle on behalf of BellSouth Telecommunications, Inc. d/b/a AT&T Kentucky.

Should you have any questions, please let me know.

Sincerely,
Mary KDTQM
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cC: Parties of Record
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2000 PNC Plaza
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Louisville, KY 40202-2828
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Austin, TX 78703







COMMONWEALTH OF KENTUCKY

KENTUCKY PUBLIC SERVICE COMMISSION

7
COUNTY OF T Lt 7o/

STATEOF O &er <, 4

BEFORE ME, the undersigned authority, duly commissioned and qualified in and
for the State and County aforesaid, personally came and appeared

Nicole W. Bracy, who being by me first duly sworn deposed and said that she is
appearing as a witness on behalf of BellSouth Telecommunications, Inc. d/b/a
AT&T Kentucky before the Kentucky Public Service Commission in Docket
Number 2009-00127, In the Matter of: dPi Teleconnect, L.L.C., Complainant v.
BellSouth Telecommunications, Inc., d/b/a AT&T Kentucky, Defendant, Dispute
Over Interpretation of the Parties’ Interconnection Agreement Regarding AT&T
Kentucky's Failure to Extend Cash-Back Promotions to dPi and if present before
the Commission and duly sworn, her statements would be set forth in the

annexed direct testimony consisting of /o pages and __[ _exhibits.
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NicoleW. Bracy d

SWORNJ’Q AND SUBSCRIBED BEFORE ME
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AT&T KENTUCKY
DIRECT TESTIMONY OF NICOLE W. BRACY
BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION
DOCKET NO. 2007-00127
AUGUST 13, 2010

PLEASE STATE YOUR NAME, YOUR POSITION, AND YOUR BUSINESS
ADDRESS.

My name is Nicole Bracy. | am employed by AT&T Operations, Inc. as a
Senior Product Marketing Manager. My business address is 675 West

Peachtree Street, Atlanta, Georgia 30375.

PLEASE SUMMARIZE YOUR BACKGROUND AND EXPERIENCE.

I received a Bachelor of Science degree in Accounting from Auburn University
in 1989, and | received a Masters in Business Administration from Nova
Southeastern University in 1994. | joined BellSouth Telecommunications, Inc.
(now doing business as AT&T Southeast and AT&T Kentucky) in 2000 as a
Contract Negotiator in Interconnection Services. In 2005, | became a Subject
Matter Expert for Contract Negotiations. In 2008, | joined the Business

Marketing Organization as a Senior Product Marketing Manager.
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My testimony presents facts that support AT&T Kentucky’s policy positions
that are set forth in the Direct Testimony of AT&T Kentucky witness Scot
Ferguson. | present facts regarding: (1) the cashback promotional credits
dPi has requested from AT&T Kentucky for billing periods prior to July 2007
(when, as explained by Mr. Ferguson, AT&T Kentucky did not make the
cashback component of promotional offerings available for resale); and (2)
the percentage of dPi's cashback promotional credit requests for billing
periods since July 2007 (when, as explained by Mr. Ferguson, AT&T
Kentucky makes the cashback component of promotional offerings available
for resale) that AT&T Kentucky has rejected because dPi's end users did not

meet the qualifications of the promotion.”

I FACTS REGARDING CASHBACK PROMOTIONAL CREDITS DPI
HAS REQUESTED FROM AT&T KENTUCKY FOR BILLING
PERIODS PRIOR TO JULY 2007

IN YOUR CURRENT POSITION, DO YOU HAVE ACCESS TO AT&T
BUSINESS RECORDS THAT REFLECT THE AMOUNT OF CASHBACK
PROMOTIONAL CREDITS DPI HAS REQUESTED FROM AT&T
KENTUCKY FOR BILLING PERIODS PRIOR TO JULY 20077

Yes, | do.

' As noted below, these facts support AT&T Kentucky's position, set forth in Mr. Ferguson’s Direct
Testimony, that any amount of cashback promotional credits the Commission may determine is owed
to dPi must be reduced by 27%.
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HAVE YOU REVIEWED THOSE RECORDS TO DETERMINE IF THEY ARE
CONSISTENT WITH DPI's CONTENTION THAT DPI HAS SOUGHT
$37,050 IN CASHBACK PROMOTIONAL CREDITS FROM AT&T
KENTUCKY FOR BILLING PERIODS PRIOR TO JULY 20077

Yes, | have.

WHAT AMOUNT OF PROMOTIONAL CREDITS DO AT&T'S RECORDS
SHOW DPI HAS REQUESTED FOR BILL PERIODS PRIOR TO JULY
20077

As summarized in Exhibit NWB-1 to my testimony, AT&T's records indicate
that for billing periods prior to July 2007, dPi submitted $37,000 in cashback
promotions in Kentucky (which is only $50 less than the amount dPi seeks in

its Complaint).

DOES THAT $37,000 AMOUNT REFLECT THE RESALE DISCOUNT
PERCENTAGE ADOPTED BY THIS COMMISSION?

No, it does not. dPi has requested credits for the full retail amount of the
cashback component of the relevant promotional offerings. As addressed in
the Direct Testimony of AT&T Kentucky witness Scot Ferguson, AT&T
Kentucky’'s position is that the most dPi would be entitled to receive is
$31,242.80 (the $37,000 retail amount of the credit requests AT&T has
received from dPi reduced by the 15.56% resale discount rate established by

this Commission).
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DID YOU HELP PREPARE EXHIBIT NWB-1?

Yes, | did.

WHAT IS THE PURPOSE OF NWB-1?

In addition to supporting the $37,000 figure addressed above, Exhibit NWB-1
provides information that supports AT&T Kentucky’s position, addressed in
the Direct Testimony of AT&T Kentucky witness Scot Ferguson, that dPi did
not submit, dispute, and/or escalate many of the credit requests at issue in a

timely manner.

PLEASE DESCRIBE THE INFORMATION PROVIDED IN EACH COLUNN
OF EXHIBIT NWB-1.

In its discovery responses, dPi identified the cashback promotional credit
amounts it is seeking in this case. See Exhibit A to dPi's Responses to AT&T
Kentucky’'s First Set of Interrogatories and Request for Production of
Documents (“dPi Discovery Exhibit A"). The first column of Exhibit NWB-1 is
the “Invoice#” information (or promotional credit request description) for the

Kentucky accounts identified in dPi Discovery Exhibit A.

The second column of Exhibit NWB-1 is the billing period for which the credit
was requested. This information is taken directly from dPi Discovery Exhibit

A.
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The third column of Exhibit NWB-1 is the date, according to dPi, that it
submitted the promotional credit request identified in the first column of
Exhibit NWB-1 to AT&T Kentucky. This information is taken directly from dPi

Discovery Exhibit A.

The fourth column of Exhibit NWB-1 is based on my review of AT&T’s records
of cashback promotional credit requests submitted by competitive local
exchange carriers (“CLECSs”) like dPi. A “no” in that column indicates that
AT&T Kentucky has no records indicating that dPi submitted the promotional
credit request identified in the first column of Exhibit NWB-1.

The fifth column of Exhibit NWB-1 is the time between the billing period
during which dPi purchased the services to which the request for promotional

credits relates and the time dPi initially requested the credits.

The sixth column in Exhibit NWB-1 is the time between the billing period
during which dPi purchased the services to which the request for promotional
credits relates and the time dPi first suggested that it disagreed with AT&T

Kentucky’s denial of the request.

The seventh column of Exhibit NWB-1 is the amount of cashback promotional
credit dPi claims to have sought in the request identified in the first column of
the Exhibit. That information is taken directly from dPi Exhibit Discovery
Exhibit A.
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The eighth column of Exhibit NWB-1 is the sum total, by promotion type, of

the amounts set forth in the seventh column.

BY WAY OF EXAMPLE, WHAT DOES THE FIRST ROW OF EXHIBIT NWB-
1 REFLECT?
The first row of Exhibit NWB-1 reflects that the request dPi identifies as C2-

KY-502-20031208 (Column 1) was for credits totaling $300 (Column 7).

According to dPi, that $300 amount was sought for services it purportedly
purchased from AT&T Kentucky for resale in December of 2003 (Column 2),
but it was not until January 2006 that it actually requested cashback
promotional credits from AT&T Kentucky for that service purchased in
December 2003 (Column 3). That is, dPi waited two years after purchasing
the services it claims entitled it to the promotional credits to actually request
the credits from AT&T Kentucky (Column 5), and it was not until
approximately three years after dPi purchased those services that dPi did
anything to suggest that it intended to seek payment for those $300 of
cashback promotional credit requests that it had submitted and that AT&T

Kentucky had not paid (Column 6).

DID AT&T KENTUCKY PROVIDE DPI ANY OF THE $37,000 (OR $37,050
AS CLAIMED BY DPl) CASHBACK PROMOTIONAL CREDITS IT
REQUESTED FOR BILLING PERIODS PRIOR TO JULY 20077

No.
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WHEN DID YOU FIRST BECOME AWARE THAT DPI INTENDED TO SEEK
PAYMENT FOR CASHBACK PROMOTIONAL CREDIT REQUESTS THAT
IT HAD SUBMITTED FOR BILL PERIODS PRIOR TO JULY 2007 AND
THAT AT&T KENTUCKY HAD NOT PAID?

| became aware of dPi's intention after | assumed my current position in early

2008.

in. FACTS REGARDING THE AMOUNT OF CASHBACK
PROMOTIONAL CREDITS DPI HAS FEQUESTED FROM AT&T
KENTUCKY FOR BILLING PERIODS FROM JULY 2007 TO DATE.

WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?

This section of my testimony provides information that supports AT&T
Kentucky’s position, addressed in the Direct Testimony of AT&T Kentucky
witness Scot Ferguson, that any amounts the Commission may otherwise
award dPi must be reduced by the 27% error rate in the cashback credit
requests dPi has submitted for bill periods since July 2007 (when AT&T
Kentucky began making the cashback component of promotional offerings

available for resale).

WHAT AMOUNT OF CASHBACK PROMOTIONAL CREDITS HAS DPI
REQUESTED FROM AT&T KENTUCKY FOR BILLING PERIODS FROM
JULY 2007 TO DATE?

For billing periods from July 2007 through July 2010, dPi has requested
$432,299.63 in cashback promotional credits from AT&T Kentucky.
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IS DPlI ENTITLED TO ALL OF THE $432,299.63 IN CASHBACK
PROMOTIONAL CREDITS THAT IT HAS REQUESTED FROM AT&T
KENTUCKY FOR BILLING PERIODS SINCE JULY 20077

No. As addressed in the Direct Testimony of AT&T Kentucky witness Scot
Ferguson, the 2007 interconnection agreement provides that “[w]here
available for resale, promotions will be made available only to customers who
would have qualified for the promotion had it been provided by BellSouth
directly.” Accordingly, even after it began making the cashback component of
promotional offerings available for resale in July 2007, AT&T Kentucky has
not provided cashback credits when dPi's end user (or any other resellers’

end user) did not meet the qualifications of the prumotion.

HOW MANY OF DPI'S CASHBACK CREDIT REQUESTS FOR BILLING
PERIODS SINCE JULY 2007 HAS AT&T KENTUCKY DENIED BECAUSE
DPI'S END USER DID NOT MEET THE QUALIFICATIONS OF THE
PROMOTION?

AT&T Kentucky has denied approximately 27% (or $116,907.24) of the
$432,299.63 of post-July-2007 cashback promotional credit requests dPi has
submitted because dPi's end users did not meet the qualifications of the

underlying promotion.

PLEASE EXPLAIN HOW AT&T KENTUCKY REVIEWS THE CASHBACK
PROMOTIONAL REQUESTS SUBMITTED BY RESELLERS LIKE DPI FOR
BILLING PERIODS AFTER JULY 2007.

For most of these requests, AT&T Kentucky’s mechanized systems extract
information (including service order number) from the cashback promotional

credit request submitted by the reseller (or the reseller's billing agent). The



systems then compare the contents of the service order submitted by the
reseller to requirements of the promotion to determine if the service order

meets all of the promotional requirements.

In the past, for some cashback promotions, an end user could request the
cashback offer only once in a given period of time. When a CLEC like dPi
resold these types of promotions, a manual (as opposed to mechanized)
review was conducted to determine if the end user satisfied the same criteria

an AT&T Kentucky end user was required to satisfy.

WHY WERE 27% OF THE REQUESTS THAT HAVE BEEN REVIEWED TO
DATE DENIED?

These cashback promotional credit requests were denied because dPi's end
users did not meet at least one of the requirements that an AT&T Kentucky

end user would have to meet to qualify for the promotion.

HOW HAS DPI RESPONDED TO AT&T KENTUCKY’S DENIAL OF THESE
$116,907.24 IN REQUESTS?

dPi has informed AT&T Kentucky that it disagrees with approximately
$53,637.85 of those denials. While dPi also has informed AT&T Kentucky
that it disagrees with an additional $42,373.84 in denied credit requests, dPi
has not provided sufficient information for AT&T Kentucky to know whether
those disagreements relate to any cashback promotional credits dPi has

requested for billing periods since July 2007.



Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

A. Yes.
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COMMONWEALTH OF KENTUCKY
KENTUCKY PUBLIC SERVICE COMMISSION
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BEFORE ME, the undersigned authority, duly commissioned and qualified in and

for the State and County aforesaid, personally came and appeared
P. L. (Scot) Ferguson, who being by me first duly sworn deposed and said that
he is appearing as a witness on behalf of BellSouth Telecommunications, Inc.

d/b/a AT&T Kentucky before the Kentucky Public Service Commission in Docket
Number 2009-00127, In the Matter of: dPi Teleconnect, L.L.C., Complainant v.
BellSouth Telecommunications, Inc., d/b/a AT&T Kentucky, Defendant, Dispute
Over Interpretation of the Parties’ Interconnection Agreement Regarding AT&T
Kentucky'’s Failure to Extend Cash-Back Promotions to dPi and if present before
the Commission and duly sworn, his statements would be sclat forth in the

annexed direct testimony consisting of\jﬂ_ pages and exhibits.

0 Sprr—

P. L. (Scot) Ferguson

SWORN):Q AND SUBSCRIBED BEFORE ME
THIS _27= DAY OF AUGUST, 2010

B st i,

“Notary Public K ...--':I:m.,. 2,
N o $O }:'o. A"'

My Commission Expires:

831234 O, S
ASANY: CJ’"‘Q
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AT&T KENTUCKY
DIRECT TESTIMONY OF P.L. (SCOT) FERGUSON
BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION
CASE NO. 2009-00127

AUGUST 13, 2010

PLEASE STATE YOUR NAME, YOUR POSITION WITH AT&T
OPERATIONS, INC., AND YOUR BUSINESS ADDRESS.

My name is Scot Ferguson. | am an Associate Director in the wholesale
organization of AT&T Operations, Inc. As such, | am responsible for
certain issues related to wholesale policy, primarily related to the general
terms and conditions of interconnection agrcements throughout AT&T's
operating regions, including Kentucky. My business address is 675 West

Peachtree Street, Atlanta, Georgia 30375.

PLEASE SUMMARIZE YOUR BACKGROUND AND EXPERIENCE.

| graduated from the University of Georgia in 1973, with a Bachelor of
Journalism degree. My career spans more than 36 years with Southern
Bell, BellSouth Corporation, BellSouth Telecommunications, Inc., and
AT&T Operations, Inc. In addition to my current assignment, | have held

positions in sales and marketing, customer system design, product
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management, training, public relations, wholesale customer and regulatory

support, and wholesale contract negotiations.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My testimony presents AT&T Kentucky's policy positions on the issues
raised by the Complaint filed by dPi Teleconnect, L.L.C. (“dPi”) with the
Kentucky Public Service Commission (“Commission”) on March 25, 2009,
and explains why, from a policy perspective, dPi is not entitled to the
promotional credits it is seeking in this proceeding. The testimony of
AT&T Kentucky witnesses Nicole Bracy and Kristy Seagle presents facts
supporting these policy positions, and AT&T Kentucky's counsel will
present legal arguments supporting these positions in post-hearing

submissions.

BRIEFLY SUMMARIZE WHAT IS AT ISSUE IN THIS COMPLAINT
PROCEEDING.

The issue is whether dPi is entitled to retroactive credits for cashback
promotional offerings for billing periods from November 2003 through July
2007. AT&T Kentucky believes dPi is not entitled to the credits it seeks
because: (1) the cashback component of promotional offerings is not

subject to resale; (2) even if it were, AT&T Kentucky’s decision not to offer
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the cashback component of the promotions at issue for resale is
reasonable and nondiscriminatory; and (3) even if dPi was otherwise
entitled to any of the credits its seeks (which AT&T Kentucky denies), the
amount due to dPi must be reduced by: (a) the amount of credits it did not
request, dispute, or escalate in a timely manner; (b) the 15.56% residential
resale discount rate established by this Commission; and (c) the 27%
error rate in the cashback credit requests dPi has submitied since AT&T

Kentucky began making cashback available for resale in July 2007.

PLEASE EXPLAIN HOW YOUR TESTIMONY IS ORGANIZED.

My testimony: (1) provides a general overview of AT&T Kentucky’s resale
obligations pursuant to the federal Telecommunications Act of 1996 (the
“Act”); (2) discusses how AT&T Kentucky and dPi's interconnection
agreements (“Agreements” or “ICAs”) address resale issues; (3) discusses
the general terms and conditions of the promotions at issue in dPi's
Complaint; (4) explains AT&T Kentucky’s general position on the resale of
the cashback component of its promotions prior to July 2007 and after July
2007; (5) explains why AT&T Kentucky's decision not to resell the
cashback promotions at issue in this docket is reasonable and
nondiscriminatory; and (6) explains that dPi's complaint is untimely and

does not comply with the terms of the parties’ Agreement.
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AS AN INITIAL MATTER, WHY IS AT&T KENTUCKY INVOLVING THE
COMMISSION IN A DISPUTE OVER APPROXIMATELY $37,000?

dPi has filed similar Complaints against AT&T with each of the other eight
state commissions in the former BellSouth territory. While the amounts at
issue in this docket are relatively small, the combined amount across all
nine states is significant, and AT&T is unwilling to take any action in

Kentucky that is contrary to its position in the other states.

l AT&T KENTUCKY’S RESALE OBLIGATIONS

COULD YOU BRIEFLY EXPLAIN THE SOURCE OF AT&T
KENTUCKY’S RESALE OBLIGATIONS?

Yes. | am not a lawyer, and our attorneys can address the specific details
of AT&T Kentucky's resale obligations in post-hearing submissions. In
order to put the remainder of my testimony in perspective, however, | will
provide a high-level overview of AT&T Kentucky's resale obligations,

subject to further explanation by our attorneys.

In general, the Act requires AT&T Kentucky, subject to certain conditions
and limitations, to offer for resale at wholesale rates any

telecommunications service it provides at retail to subscribers who are not
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telecommunications carriers. See generally, 47 U.S.C. §§251(b)(1);

251(c)(4).

The FCC issued an order and adopted rules implementing these
plrovisions,1 and this Commission issued an order establishing the resale
wholesale discount rate for residential services (which are the only
services at issue in this docket) in Kentucky as 15.56%.% As discussed in
more detail below, AT&T Kentucky and dPi agreed to and incorporated

this rate into the two ICAs that were in effect from 2003 to date.

Q. AS A PRACTICAL MATTER, WHAT DOES ALL OF THAT MEAN?

A. That means that subject to any ICA provisions that provide otherwise,
when dPi makes an appropriate request to resell telecommunications
services that AT&T Kentucky sells to its own end users and that are
available for resale, AT&T Kentucky must sell those telecommunications
services to dPi at discounted wholesale prices so that dPi, in turn, can

resell the services to dPi's customers.

Y In the Matter of Implementation of the Local Competition Provisions in the Telecommunications
Act of 1996, CC Docket No. 96-98, First Report and Order, 11 FCC Rcd 15499, 1] 863-984
g“LocaI Competition Order”). See also, 47 C.F.R. §§ 51.601-51-617.

In the Matter of: Petition of MCI! for Arbitration of Certain Terms and Conditions of a Proposed
Agreement with BellSouth Telecommunications, Inc. Concerning Interconnection and Resale
Under the Telecommunications Act of 1996, Case No. 96-431, Order dated December 20, 1996,
at 13.
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For example, assume that AT&T Kentucky's retail installation charge for a
particular telecommunications service that is available for resale is $40
and that AT&T Kentucky's retail monthly price for the service is $20.
Assume further that a hypothetical resale discount or 20% applies.® If dPi
purchases the same service to resell to one of its own qualifying end
users, AT&T Kentucky would bill dPi $32 for the installation charge (the
$40 retail price less the 20% resale discount) and $16 for the monthly

price (the $20 retail price less the 20% resale discount).

Il THE PARTIES’ INTERCONNECTION AGREEMENTS

DO THE ICAS BETWEEN AT&T KENTUCKY AND DPI ADDRESS
RESALE ISSUES?

Yes. Resale issues are addressed in the ICAs the parties entered into
pursuant to Section 252 of the Act. dPi is seeking credits for bill periods
from 2003 through June 2007, and two different interconnection
agreements were in effect during that time pariod. Exhibit PLF-1 to my

testimony is a CD that contains both of these agreements in full.

3 )am using these hypothetical rates in this instance to simplify the math for illustrative purposes.
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The parties entered into the first agreement in 2003 (“the 2003
Agreement”), and Exhibit PLF-2 o my testimony is a copy of the relevant

provisions of the 2003 Agreement.

The parties entered into the second agreement in 2007 (“the 2007
Agreement”), and Exhibit PLF-3 to my testimony is a copy of the relevant
provisions of the 2007 Agreement. The 2007 Agreement remains in effect

today.

Both the 2003 Agreement and the 2007 Agreement were the result of

voluntary negotiation (as opposed to arbitration).

. THE PROMOTIONS AT ISSUE IN THIS PROCEEDING

Q. WHAT PROMOTIONS ARE THE SUBJECT OF THIS COMPLAINT
PROCEEDING?

A. This case involves the following three AT&T Kentucky cashback

promotions:

$100 Cashback for 1FR + 2 Custom Calling or TouchStar®

Features*:

4n Kentucky, the promotion was entitled "1FR + 2 Cash Back Promotion.”
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$100 Cashback for Complete Choice®, Area Plus® with Complete

Choice® and Preferred Pack®™™: and

$50 Cashback 2-Pack Bundle Plan.

PLEASE DESCRIBE THE $100 CASHBACK FOR 1FR + 2 CUSTOM
CALLING OR TOUCHSTAR® FEATURES PROMOTION.

This promotion was available to qualifying AT&T Kentucky end users from
August 25, 2003 to February 7, 2005. The promotion was offered to new
residential end users who did not currently subscribe to AT&T Kentucky's
local service and who purchased basic residential service plus at least two
(2) qualifying Custom Calling or TouchStar® features. When an AT&T
Kentucky end user ordered and qualified for this promotion, AT&T
Kentucky mailed the end user a $100 Cashback coupon. The end user
had to redeem the coupon within 90 days of receipt in order to receive a

$100 check.

PLEASE DESCRIBE THE $100 CASHBACK FOR COMPLETE
CHOICE®, AREA PLUS® WITH COMPLETE CHOICE® AND
PREFERRED PACK®™ PROMOTION.

For the time period addressed in dPi's Complaint, this promotion was

available to qualifying AT&T Kentucky end users from January 2, 2004,
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and continued until September 2007. The promotion was offered to
returning AT&T Kentucky end users who did not currently subscribe to
AT&T Kentucky's local service and had not had AT&T Kentucky local
service for at least 10 days prior to their service request. In addition, an
end user qualified for the promotion when he/she purchased AT&T
Kentucky’s Complete Choice® service offering, Area Plus® with Complete
Choice® service offering, or PreferredPack®™™ Plan service offering.
When an AT&T Kentucky end user ordered and qualified for this
promotion, AT&T Kentucky mailed the end user a coupon for $100
cashback. The end user had to mail in the completed coupon in order to

receive a check for $100.°

PLEASE DESCRIBE THE $50 CASHBACK 2-PACK BUNDLE PLAN
PROMOTION.

For the time period involved in dPi's Complaint, this promotion was
available to qualifying AT&T Kentucky end users from December 15, 2005
to December 31, 2006. The promotion was offered to reacquisition end
users who purchased AT&T Kentucky’s 2-Pack service offering plus an
affiliate service (such as long-distance, DirecTV®, FastAccess® DSL, or

Cingular wireless service). Such customers received a $50 cashback

> In March 2005, the promotion was modified to add an option for a $100 VISA® card, and, in
October 2005, it was modified again to add an option for a $100 gift card from a choice of
vendors,
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coupon and optional voicemail service. AT&T Kentucky's 2-Pack service
offering is a packaged offering that combines AT&T Kentucky’s basic
telephone service with specific features. When an AT&T Kentucky end
user ordered and qualified for this promotion, AT&T Kentucky mailed the

customer a coupon that the customer had to redeem in order to receive a

$50 check.

DO THESE THREE PROMOTIONS HAVE A COMMON
CHARACTERISTIC THAT IS RELEVANT TO THIS PROCEEDING?

Yes. The primary component of each of these three promotions is a
cashback offering. That is, if an AT&T Kentucky end user purchased
certain services at the standard retail price and met other eligibility criteria
(such as the end user’s returning to AT&T Kentucky after having left AT&T
Kentucky), the end user could receive a specified amount of cash back
from AT&T Kentucky, provided the customer returned the requisite coupon

within the allowable time period.

IV. AT&T KENT UCKY’S POSITION ON RESALE OF CASHBACK
PROMOTIONS

10
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IS THE CASHBACK COMPONENT OF A PROMOTION A
“TELECOMMUNICATIONS SERVICE”?

No. The cashback component of a promotion is a marketing incentive —
not a telecommunications service. Although | am not an attorney, |
understand that the Act defines “telecommunications service” to mean the
offering of telecommunications for a fee, and “telecommunications” is
defined to mean “the transmission, between or among points specified by
the user, of information of the user's choosing without change in the form
of content of the information as sent and received.” See 47 U.S.C.
§153(43), (46). Coupons or checks do not fall within any of these

definitions.

DID THESE CASHBACK PROMOTIONS CHANGE THE AMOUNT AT&T
KENTUCKY BILLED OR THE AMOUNT AT&T KENTUCKY’S RETAIL
CUSTOMER PAID FOR THE SERVICE?

No. AT&T Kentucky billed the retail customer the standard retail price,

and the customer paid that price for the service.

WERE “MARKETING INCENTIVES” CONSIDERED IN ESTABLISHING
THE WHOLESALE DISCOUNT RATE IN KENTUCKY?

Yes. This Commission established the resale rates that AT&T Kentucky

and dPi adopted in both Agreements and, consistent with the Act and the

11
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FCC's guidance, the Commission recognized marketing costs as one of
the “avoided costs” that the Commission was required to consider in
setting the discounted wholesale rates. See Local Competition Order, |

917.

WHAT IS AT&T KENTUCKY'S POSITION ON THE RESALE OF THE
CASHBACK COMPONENT OF THESE PROMOTIONS?

That depends upon the time frame involved. As explained in more detail
below, prior to July 2007, AT&T Kentucky's position was that the cashback
component of a promotion was not available for resale. Assume, for
example, that AT&T Kentucky offered a cashback promotion in January
2007 by which an end user who purchased a particular service with a
standard monthly retail price of $40 would get $20 cashback from AT&T
Kentucky. AT&T Kentucky's position was that a reseller could purchase
the service for $32 (the $40 retail price less the hypothetical 20% resale
discount discussed earlier in my testimony), but AT&T Kentucky would not

provide the reseller any portion of the $20 cashback amount.

From July 2007 forward, AT&T Kentucky has made the cashback
component of a promotion available for resale to a requesting reseller,
assuming the reseller's end user purchases the requisite services and

meets any other eligibility criteria associated with the promotion. Assume,

12
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for example, that AT&T Kentucky offered a promotion in August 2007 by
which an end user who purchased a particular service with a monthly retail
price of $40 would get $20 cash back from AT&T Kentucky. AT&T
Kentucky’s position is that a reseller could purchase the service for $32
(the $40 retail price less the hypothetical 20% resale discount), and AT&T
Kentucky would provide the reseller a $16 cashback credit (the $20 retail
cashback amount less the hypothetical 20% resale discount), assuming,
of course, that the services involved in the promotion are
telecommunications services that are subject to resale obligations and the
reseller's end user met the same qualifications an AT&T Kentucky end

user would have to meet to participate in the promotion.

IT MAY APPEAR THAT AT&T KENTUCKY CHANGED ITS POSITION
IN JULY 2007 BASED ON A FOURTH CIRCUIT COURT OPINION THAT
AFFIRMED ORDERS ISSUED BY THE NORTH CAROLINA
COMMISSION. IS THAT WHAT HAPPENED?

No, as explained below, the change in position in July 2007 was not the
result of a court decision that affirmed two orders of the North Carolina
Utilities Commission addressing promotional offerings. Instead, it was the
result of a decision by the recently-merged AT&T to standardize its resale
position across the 22 states in which it operates as an incumbent local

exchange carrier (“ILEC").

13
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A. AT&T KENTUCKY’S POSITION ON RESALE OF
CASHBACK PRONOTIONS PRIOR TO JULY 2007

PLEASE REMIND US OF AT&T KENTUCKY’S GENERAL POSITION
ON THE RESALE OF THE CASHBACK COMPONENT OF
PROMOTIONS PRIOR TO JULY 2007.

Prior to July 2007, AT&T Kentucky's general position was that the

cashback component of a promotion was not available for resale.

WHAT WAS THE BASIS FOR THAT POSITION?

As | mentioned before, | am not a lawyer and cannot address the legal
basis for the position ~ | will leave that for AT&T Kentucky's attorneys to
address. In order to put my testimony in context, however, AT&T
Kentucky’'s general position was that the cashback component of such
promotions was not a telecommunications service that is subject to the
resale obligations of federal law. Instead, the “cashback” component of
such promotions is a one-time marketing expense that does not reduce

the retail price of the telecommunications service.

14
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FROM A POLICY PERSPECTIVE, WHAT IS THE SIGNIFICANCE OF
THE FACT THAT THE CASHBACK COMPONENT IS A MARKETING
EXPENSE?

“Marketing expenses” are already factored into the wholesale discount
rate set by this Commission, because the Act and the FCC’s rules and
orders implementing it require wholesale prices for telecommunications to
exclude an ILEC's avoided costs, including marketing expenses. Granting
dPi an additional discount based on the value of a marketing incentive
would effectively double-count those avoided costs and improperly

increase the wholesale discount.

HAS ANY STATE COMMISSION OR ANY COURT ADDRESSED AT&T
KENTUCKY’S POSITION THAT CASHBACK COMPONENTS OF
PROMOTIONS ARE NOT TELECOMMUNICATIONS SERVICES THAT
ARE SUBJECT TO THE RESALE PROVISIONS OF THE ACT?

Yes. The United States Court of Appeals for the Fourth Circuit addressed
this issue in affirming two orders of the North Carolina Commission
addressing promotional offerings.’ At a high level, the Court affirmed the
North Carolina Commission’s determination that, unless a reasonable and
nondiscriminatory restriction on resale applies, while the promotion itself
need not be provided to CLECs, the value of incentives such as gift cards,

checks, coupons for checks, or similar types of marketing incentives

® BellSouth Telecommunications, Inc. v. Sanford, et al., 494 F.3d 439 (4" Cir. 2007).

15
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extending for more than 90 days must be reflected in the retail price used
for computing the wholesale rate that is to be charged to CLECs. AT&T
Kentucky's attorneys will address the specifics of the rulings, and how it

applies to the dispute at issue in this docket, in post-hearing submissions.

B. AT&T KENTUCKY’S POSITION ON RESALE OF
CASHBACK PROMOTIONS FROM JULY 2007 FORWARD

PLEASE REMIND US OF AT&T KENTUCKY’S GENERAL POSITION
ON THE RESALE OF THE CASHBACK COMPONENT OF
PROMOTIONS FROM JULY 2007 FORWARD.

From July 2007 forward, AT&T Kentucky’s position is that the cashback

component of a promotion is available for resale.

WHY DID AT&T KENTUCKY ADOPT THIS POSITION ON A GOING-
FORWARD BASIS?

Before the merger between AT&T and BellSouth was completed in
December 2006, AT&T provided service to a 13-state region and
BellSouth provided service to a 9-state region. For ease of discussion, |
will refer to the AT&T 13-state region company as “pre-merger AT&T” and

the BellSouth 9-state region company as “pre-merger BellSouth.”

16



10

11

12

13

14

15

16

17

18

19

20

21

22

As noted above, pre-merger BellSouth did not make cashback and other
non-telecommunications components of promotional offerings available to
resellers. Pre-merger AT&T, on the other hand, did (although it was not
obligated to do so0). In short, the two companies had different positions
regarding the availability of cashback component of promotional offerings

to resellers.

Those different positions presented operational issues in the post-merger
AT&T. One of the company’'s FCC Merger Commitments, for instance,
allows CLECs to “port” an interconnection agreement from one state in the
merged company’'s 22-state ILEC territory into another state in the
territory. Rather than allowing a CLEC to port a California agreement into
Kentucky but not providing a cashback promotion that was available in
California to the same CLEC in Kentucky, the merged company made a
business decision to adopt the pre-merger AT&T resale position
throughout its 22-state ILEC territory. This adoption of a unified position
was not a suggestion that the pre-merger BellSouth position was not
legally permissible. Instead, it was a voluntary change that reflected the
need to modify business practices to facilitate operation as one corporate

entity.

17
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V. AT&T KENT UCKY’S POSITION ON THE REASONABLE AND
NONDISCRIMINATORY NATURE OF ITS PRE-JULY 2007
CASHBACK POLICY

WHAT IS AT&T KENTUCKY ASKING THE COMMISSION TO DO IF IT
DISAGREES WITH AT&T KENTUCKY AND FINDS THAT THE
CASHBACK COMPONENT OF A PROMOTIONAL OFFERING IS
SUBJECT TO RESALE?

If the Commission finds that the cashback component of a promotional
offering is subject to resale, AT&T Kentucky is asking the Commission to
find that AT&T Kentucky nonetheless appropriately restricted the resale of

the promotions at issue in this docket.

IS THAT CONSISTENT WITH FEDERAL LAW?

Yes. Once again, | will defer to AT&T Kentucky’s attorneys to explain this
in detail in post-hearing submissions, but at a high level, the federal Act
does not prohibit restrictions on resale. Instead, it imposes on ILECs a
duty “not to prohibit, and not to impose unreasonable or discriminatory
conditions or limitations on, the resale of such telecommunications service

S 47 U.S.C. §251(c)(4)(B) (emphasis added). For the reasons
explained below, it is AT&T Kentucky’s position that even if the cashback
components of promotional offerings were subject to resale (which AT&T

Kentucky denies), it was reasonable and non-discriminatory to restrict the

18
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resale of the cashback component of the proinotional offerings at issue in

this docket.

HAS ANY STATE COMMISSION ADDRESSED WHAT MIGHT
CONSTITUTE A REASONABLE AND NONDISCRIMINATORY (AND,
THEREFORE, PERMISSIBLE) RESTRICTION ON THE RESALE OF A
CASHBACK PROMOTIONAL OFFERING?

Yes. The North Carolina Commission provided guidance as to some
factors that should be considered in determining whether a given
restriction on resale is reasonable and nondiscriminatory. Exhibit PLF-4 is
a copy of the North Carolina Commission’s initial order (“NC Promotions
Order”), and Exhibit PLF-5 is a copy of the North Carolina Commission’s
order addressing motions to reconsider and clarify (*NC Clarification

Order’).

WHAT ARE SOME OF THE FACTORS THE NORTH CAROLINA
COMMISSION DISCUSSED IN CONSIDERING RESTRICTIONS ON
RESALE?

The North Carolina Commission considered whether resellers remain
entitled to the wholesale discount on the telecommunications components
of a promotion, whether a reseller is ree to provide additional

inducements to its own end users at its own expense, and whether

19
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resellers complained about the resale restriction. See Exhibit PLF-4 at 12-

13.

DID AT&T KENTUCKY PROVIDE DPlI THE WHOLESALE DISCOUNT
ON THE TELECOMMUNICATIONS COMPONENTS OF THE
PROMOTIONS AT ISSUE IN THIS PROCEEDING?

Yes. As explained above, AT&T Kentucky made the telecommunications
components of the promotions at issue in this docket available to dPi at

the wholesale discount rate established by this Commission.

IS DPI FREE TO OFFER ADDITIONAL INDUCEMENTS TO ITS OWN
END USERS AT ITS OWN EXPENSE?

Yes, and it does so. dPi offers its end users a “Club Program” that
provides: involuntary unemployment insurance; grocery coupon savings
books: and debt and credit counseling services. See Exhibit PLF-6.” dPi
also offers its end users Internet and long distance services (id.), neither
of which is subject to the Act’s resale obligations. dPi apparently obtains
these services, at its own expense, from sources other than AT&T

Kentucky.

\

1

" Exhibit P LF-6is a copy of information from dPi's website when the 40601 Zip Code for
Frankfort, Kentucky is entered.

20
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HAS ANY RESELLER OTHER THAN DPI FILED A COMPLAINT WITH
THIS COMMISSION REGARDING AT&T KENTUCKY’S DECISION NOT
TO MAKE THE CASHBACK COMPONENT OF PROMOTIONAL
OFFERS AVAILABLE FOR RESALE?

No.

DID THE NORTH CAROLINA COMMISSION ADDRESS THE IMPACT
PROMOTIONS LIKE THE ONES AT ISSUE IN THIS PROCEEDING
MAY HAVE ON COMPETITION?

Yes, and it suggested that the pro-competitive effects of restricting the
cashback component of a telecommunications service promotion could
outweigh any alleged anti-competitive effects. See Exhibit PLF-4 at 12-

13.

IS THAT TRUE IN THIS CASE?

Yes. Promotions clearly are pro-competitive, and consumers clearly
benefit from such offerings. Further, AT&T Kentucky's promotions are
generally not targeted for dPi's primary customer base which, as |
understand it, is typically high-credit-risk customers who prepay dPi for

service.
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WHAT IS THE BASIS FOR YOUR UNDERSTANDING OF DPI'S
PRIMARY CUSTOMER BASE?

dPi's website states that dPi is “one of the nation’s premier providers of
‘Pay As You Go’ prepaid local home phone service” and “No Credit
Check, No Deposit, No Contracts, No I.D. Required”. See Exhibit PLF-7.
Additionally, dPi's acting Chief Executive Officer and Chief Financial
Officer has testified that “essentially every single one of dPi's new
customers is someone who was formerly a customer of BellSouth or
another provider and who left after getting into trouble over their phone
bill,” see Exhibit PLF-8,® and that dPi serves a “prepaid niche that's not
served by [AT&T] and it's not served by . . . any postpaid provider.” See

Exhibit PLF-9.°

WHY IS THE CUSTOMER BASE DPI SERVES IMPORTANT?

It shows that dPi does not compete with AT&T Kentucky on a pricing
basis, because dPi targets customers who have unpaid balances or credit
issues that typically prevent them from obtaining service from AT&T

Kentucky or other ILECs.

8 Exhibit PLF-8 is an excerpt from the Pre-Filed Direct Testimony of dPi Witness Tom O'Roark
filed in Docket No. 21848-U before the Georgia Public Service Commission on September 25,
2009.
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HOW DO DPI'S PRICES IN KENTUCKY COMPARE TO AT&T
KENTUCKY’S PRICES?

AT&T Kentucky’s retail price for retail basic residential service in Frankfort
is $16.65, and AT&T Kentucky resells that basic service to dPi for $14.06
(the retail price less the 15.56% resale discount established by the
Commission). In turn, dPi charges its own end users nearly three times
that amount -- $39.99 -- for the same basic service. See Exhibit PLF-

10."°

Once other dPi charges, taxes, and fees are taken into account, dPi's end
users in the 40601 Frankfort zip code pay $51.00 for basic service in the
first month, $66.28 for basic service in the second month, and $56.28 for

basic service each month thereafter. See Exhibit PLF-10.

For its Lifeline customers, dPi provides a credit of $13.50 against these
monthly recurring rates, so dPi's Lifeline customers in the 40601 Frankfort
zip code pay approximately $35.44 for basic service in the first month,
$50.75 for basic service in the second month, and $40.75 for basic service

each month thereafter. See Exhibit PLF-11.""

® Exhibit PLF-9 is a portion of the transcript of the live testimony of dPi Witness Tom O’Roark
before the North Carolina Commission on November 12, 2009.

1% Exhibit PLF-10 is a copy of information from dPi's website when the 40601 Zip Code for
Frankfort, Kentucky is entered.

" Exhibit PLF-11 is a copy of information from dPi's website when the 40601 Zip Code for
Frankfort, Kentucky is entered.
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These prices assume dPi’s end users pay on time — if they are late, dPi's
“prompt pay discount” does not apply and the end users’ monthly price

increases by $10.00. See Exhibits PLF-10 and PLF-11.

HOW DOES THIS INFORMATION RELATE TO WEIGHING THE PRO-
COMPETITIVE EFFECTS OF THESE PROMOTIONS AGAINST ANY
ALLEGED ANTI-COMPETITIVE EFFECTS?

It shows that AT&T Kentucky’s decision not to provide dPi promotional
credits for the cashback component of promotional offerings in the past
did not affect or impede dPi's ability to compete with AT&T Kentucky,
because dPi clearly is not competing against AT&T Kentucky on a price

basis.

Moreover, AT&T Kentucky's decision not to prqvide dPi promotional
credits for the cashback component of promotional offerings in the past

did not impede dPi's ability to compete with other pre-pay resellers,
because AT&T Kentucky did not provide those promotional credits to other

pre-pay resellers either.

In any event, dPi is seeking a little over $37,000 in this case, and the
amount sought covers about a four-year period (2003 to 2007). dPi has
served customers in Kentucky since 2003, and is still serving customers in

Kentucky in 2010. Further, dPi has presented no evidence that it has lost
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business or has been unable to compete with AT&T Kentucky. This
suggests that the pro-competitive aspects of the promotions involved in
this docket outweigh any alleged anti-competitive concerns raised by dPi.
If dPi is concerned about its ability to compete in light of AT&T Kentucky’s
promotions not having been available to CLEGCs, it is curious why dPi

waited years to file a complaint with the Commission.

DID AT&T KENTUCKY’S DECISION NOT TO RESELL THE
CASHBACK COMPONENT OF THE THREE PROMOTIONS AT ISSUE
IN THIS DOCKET HARM COMPETITION?

No. Again, the total amount of cashback promotional credits (without
being reduced by the wholesale discount) that dPi purports to have
requested in Kentucky in the nearly four years between November 2003
and June 2007 is approximately $37,000. This is about $9,250 per year —
hardly an amount that would run a company out of business or prevent it
from competing for business. To the contrary, dPi is still doing business in
Kentucky. dPi, therefore, cannot credibly claim that its inability to obtain
cashback promotional credits years ago somehow impeded its ability to

compete in the local market in Kentucky.
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IS DPI'S REQUEST DISCRIMINATORY IN ANY WAY?

Yes. Pre-merger BellSouth applied its policy not to resell the cashback
component of promotions across the entire reseller community, and dPi is
now requesting special treatment to be paid credits that no other CLEC

has been paid.

VI. AT&T KENTUCKY'S POSITION ON THE SPECIFIC DPI
CASHBACK PROMOTIONAL CREDIT REQUESTS AT ISSUE IN
THIS DOCKET.

IF THE COMMISSION DISAGREES WITH AT&T KENTUCKY AND
FINDS THAT THE PROMOTIONS AT ISSUE WERE SUBJECT TO
RESALE AND THAT AT&T KENTUCKY’S RESTRICTION WAS
UNREASONABLE OR DISCRIMINATORY, IS DPI ENTITLED TO THE
FULL AMOUNT SOUGHT IN ITS COMPLAINT?

No. Even if the Commission were to make those findings, the amounts
dPi seeks would have to be reduced by: (A) the amount of claims that dPi
did not dispute and/or escalate in a timely manner; (B) the 15.56%
residential resale discount rate established by this Commission; and (C)
the 27% error rate in the cashback credit requests dPi has submitted since

AT&T Kentucky began making cashback available for resale in July 2007.

26



o~NO O POON -

©

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

A. DPI DID NOT SUBMIT, DISPUTE, AND/OR ESCALATE
MANY OF ITS REQUESTS IN A TIMELY MANNER.

DOES THE PARTIES’ INTERCONNECTION AGREEMENT ADDRESS
WHEN DPI IS REQUIRED TO SUBMIT A BILLING DISPUTE?

Yes. The parties’ 2007 Agreement requires dPi to submit a billing dispute
within 12 months of an actual amount billed that is subject to dispute. See

Exhibit PLF-3, Attachment 7, Section 2.2.

DOES THE 2007 AGREEMENT ADDRESS DISPUTES OVER
AMOUNTS THAT HAD BEEN BILLED WHILE THE 2003 AGREEMENT
WAS IN EFFECT?

Yes. In the 2007 Agreement, dPi expressly agrees that “any orders
placed under [the 2003 Agreement]” and “any and all amounts and
obligations owed for services provisioned or orders placed under [the
2003 Agreement]” will be “due and owing” and “governed by the terms and
conditions” of the 2007 Agreement. See Exhibit PLF-3, General Terms

and Conditions, p. 20, §30.1.
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DID DPI INITIALLY REQUEST ALL OF THE CASHBACK CREDITS IT
SEEKS IN THIS PROCEEDING WITHIN 12 MONTHS OF AN ACTUAL
BILLED AMOUNT THAT IS SUBJECT TO THE CREDIT REQUEST?

No. Exhibit NWB-1 shows that dPi's initial request for $10,200 of
cashback promotional credits came more than 12 months after the date of

the bill for the services that dPi claims entitled it to the credits it requested.

DID AT&T KENTUCKY PROVIDE ANY OF THE CASHBACK
PROMOTIONAL CREDITS REQUESTED BY DPI FOR THE TIME
PERIOD ADDRESSED BY DPI'S COMPLAINT?

No. AT&T Kentucky witness Kristy Seagle addresses this in her Direct

Testimony.

DID DPI TIMELY DISPUTE AT&T KENTUCKY’S DENIAL OF THE
CASHBACK PROMOTIONAL CREDIT REQUESTS AS REQUIRED BY
THE PARTIES’ INTERCONNECTION AGREEMENT?

No. As Ms. Seagle explains in her Direct Testimony, dPi knew that AT&T
Kentucky had denied dPi's cashback promotional credit requests. If dPi
was dissatisfied with not receiving its requested cashback-related bill
credits, then dPi had a contractual obligatior. to dispute the denial of its
previously-submitted cashback-related bill credit requests. The billing

portion of the parties’ 2007 Agreement requires dPi to electronically
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submit all billing disputes to AT&T Kentlcky using the form specified by

AT&T Kentucky. See Exhibit PLF-3, Attachment 7, Section 2.1.

Likewise, dPi's 2003 Agreement also required dPi to submit billing
disputes on a form specified by AT&T Kentucky and to clearly explain the
basis for submitting a dispute. See Exhibit PLF-2, Attachment 7, Section
2. Further, the 2007 Agreement makes clear that if dPi is not satisfied
with AT&T Kentucky's resolution of a submitted dispute, or if no response
to the billing dispute has been received by dPi, then dPi has a contractual
obligation to escalate the matter by following the escalation process
outlined on AT&T Kentucky's interconnection services website or the
matter shall be considered denied and closed. AT&T Kentucky's
wholesale website has extensive guidelines regarding how a CLEC should
submit a billing dispute and what steps a CLEC should take to escalate a
billing dispute. These guidelines can be viewed at the following address:

http://wholesale.att.com/reference library/quides/htmli/billing.html.

DID DPI FOLLOW THIS DISPUTE PROCESS WITH REGARD TO ANY
OF THE PROMOTIONAL CREDITS IT SEEKS IN THIS PROCEEDING?

To my knowledge, no. As explained by AT&T Kentucky witness Kristy
Seagle in her Direct Testimony, dPi ultimately sent AT&T an email in 2007

saying it disagreed with AT&T’s denial of dPi’s credit requests for the time
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periods at issue, but that email does not comply with the “dispute” process

described above.

Moreover, even if that 2007 email constituted a “dispute” (which AT&T
Kentucky denies), Exhibit NWB-1 shows that for $22,250 of credits dPi is
seeking in this proceeding, that “dispute” was submitted more than 12

months after the bills to which the credit requests relate.

PLEASE DESCRIBE THE NEGOTIATIONS REGARDING THE
REQUIREMENT IN THE 2007 AGREEMENT THAT DISPUTES MUST
BE SUBMITTED WITHIN 12 MONTHS.

As | noted earlier, the 2007 Agreement was not arbitrated. AT&T
Kentucky proposed the 2007 Agreement, and dPi did not propose any
changes or engage in any negotiation regarding any provision of the
Agreement with respect to the 12-month requirement. Nor did dPi raise
any issue about the 12-month requirement in the 2007 Agreement before

signing it.

IS THERE ANY REASON FROM A COMPETITIVE PERSPECTIVE WHY
DPI’'S UNTIMELY REQUEST FOR CREDITS DATING BACK TO 2003
SHOULD BE GRANTED?

No. From a competitive perspective, there is no benefit to the

telecommunications market or to the consumer to go back in time and
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consider treating dPi differently from all other Kentucky CLECs. Prior to
July 2007, AT&T Kentucky applied uniformly across all CLECs its policy of
not reselling the cashback component of promotions. Granting dPi the
relief it seeks in its complaint does nothing more than give dPi an after-
the-fact cash windfall that dPi does not deserve and that AT&T Kentucky
is not obligated to provide. dPi does not need such a windfall to compete
in the local market because dPi has been competing in the Kentucky
market throughout the time addressed in its Complaint. dPi has every
incentive to try to gain promotional credits wherever it can (including for
non-qualifying customers) because it has no expense in offering the
promotion. Bestowing dPi with a windfall would only serve to line dPi’s
pockets and does not benefit dPi's customers or the state of competition in

any way.

IS THERE ANY OTHER POLICY REASON TO DENY DPI'S REQUEST
FOR CASHBACK PROMOTIONAL CREDITS IN THIS DOCKET?

Yes. The highly competitive telecommunications market moves at a very
fast pace, and companies competing in that market must move quickly
and decisively. AT&T Kentucky cannot compete effectively if its
competitors can wait almost half a decade after becoming aware of a

policy to challenge that policy and seek relief, as a result of that challenge.
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B. DPI INAPPROPRIATELY IS SEEKING THE FULL RETAIL
AMOUNT OF THE CASHBACK COMPONENT OF
PROMOTIONS.

PLEASE DESCRIBE THE AMOUNT OF CASHBACK CREDIT DPI IS
SEEKING FOR A GIVEN PROMOTION.

dPi is seeking the full retail amount of the cashback component of a given
promotion. For example, if a qualifying retail customer receives $50
cashback, and if dPi believes its end user customer qualifies for that

promotion, dPi is seeking a $50 bill credit from AT&T Kentucky.

ASSUMING DPI WAS OTHERWISE ENTITLED TO A PROMOTIONAL
CREDIT UNDER SUCH A PROMOTION, WHAT IS THE MAXIMUM
AMOUNT OF CREDIT TO WHICH IT WOULD BE ENTITLED?

AT&T Kentucky's position is that the most dPi would be entitled to receive
in this situation is $42.22, which is the $50 retail cashback amount less the
15.56% resale discount rate established by this Commission. The
reasons supporting this position are largely legal in nature and will be
addressed in more detail by AT&T Kentucky's attorneys.
C. ANY AMOUNTS SOUGHT BY DPI MUST BE FURTHER
REDUCED BY THE 27% ERROR RATE IN THE
CASHBACK CREDIT REQUESTS DPlI HAS SUBMITTED

SINCE AT&T KENTUCKY BEGAN MAKING CASHBACK
PROMOTIONS AVAILABLE FOR RESALE IN JULY 2007.

32



B N S

(&)

10
11
12
13
14
15

16
17
18
19
20
21
22
23
24
25
26
27
28

29

IS DPI ENTITLED TO RESELL A PROMOTION TO ITS END USERS
WHO DO NOT MEET THE PROMOTION QUALIFICATIONS?

No. The 2007 Agreement provides that “[wlhere available for resale,
promotions will be made available only to customers who would have
qualified for the promotion had it been provided by BellSouth directly.”

See Ex. PLF-3, Attachment 1, Page 13, Exhibit A, Note 2.

IN SIMILAR PROCEEDINGS IN OTHER STATES, HAS DPI PROVIDED
ANY EVIDENCE TO SHOW THAT A GIVEN END USER MET THE
QUALIFICATIONS FOR THE PROMOTIONS FOR WHICH DPI IS
SEEKING PROMOTIONAL CREDITS?

No, and | am not aware of dPi presenting any such evidence in this

proceeding either.

ARE YOU AWARE OF ANYTHING THAT SUGGESTS WHETHER DPI'S
END USERS DID NOR DID NOT MEET QUALIFICATIONS FOR THE
PROMOTIONS FOR WHICH DPI IS SEEKING PROMOTIONAL
CREDITS?

Yes. As | mentioned above, AT&T Kentucky has made the cashback
component of promotions available for resale since July 2007. In her
Direct Testimony, AT&T Kentucky witness Nicole Bracy shows that since
that time, 27% of dPi's cashback promotional credit requests have been

appropriately denied because dPi’'s end user did not meet at least one of

33



10

the requirements that an AT&T Kentucky end user would have to meet to
qualify for the promotion. Based on that testimony, therefore, any amount
to which dPi otherwise would be entitled should be reduced by an
additional 27% to ensure that dPi does not receive credits to which it is not

entitled.

DOES THAT CONCLUDE YOUR DIRECT TESTIMONY?

Yes.
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AGREEMENT
GENERAL TERMS AND CONDITIONS

THIS AGREEMENT is made by and between BellSouth Telecommunications, Inc.,
(BellSouth), a Georgia corporation, and DP1-Teleconnect, LLC (DPI), a Delaware corporation,
and shall be effective on the Effective Date, as defined herein, This Agreement may refer to either
BellSouth or DP1 or both as a “Party” or “Parties.”

WITNESSETH

WHEREAS, BellSouth is a local exchange telecommunications company authorized
to provide telecommunications services in the states of Alabama, Florida, Georgia, Kentucky,
Louisiana, Mississippi, North Carolina, South Carolina and Tennessee; and

WHEREAS, DPI is or seeks to become 3 CLEC authorized to provide
telecommunications services in the states of Alabama, Florida, Georgia, Kentucky, Louisiana,
Mississippi, North Carolina, South Carolina, and Tennessee; and

WHEREAS, DP1 wishes to resell BellSouth’s telecommunications services and
purchase network elements and other services, and, solely in connection therewith, may wish to
utilize collocation space as set forth in Attachment 4 of this Agreement); and

WHEREAS, the Parties wish to interconnect their facilities and exchange traffic
pursuant to Sections 251 and 252 of the Act.

NOW THEREFORE, in consideration of the mutual agreements contained herein,
BellSouth and DPI agree as follows:

Definitions

Affiliate is defined as a person that (directly or indirectly) owns or controls, is
owned or controlled by, or is under common ownership or control with, another
person. For purposes of this paragraph, the term “own” means to own an equity
interest (or equivalent thereof) of more than 10 percent.

Commission is defined as the appropriate regulatory agency in each state of
BellSouth’s nine-state region (Alabama, Florida, Georgia, Kentucky, Louisiana,
Mississippi, North Carolina, South Carolipa, and Tennessee).

Competitive Loeal Exchange Carrier (CLEC) means a telephone company
certificated by the Commission to provide local exchange service within
BellSouth's franchised area.
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Effective Date is defined as the date that the Agreement is effective for purposes
of rates, terms and conditions and shall be thirty (30) r'ays after the date of the last
signature executing the Agreement. Future amendments for rate changes will also
be effective thirty (30) days after the date of the last signature executing the
amendment,

End User means the ultimate user of the Telecommunications Service.
FCC means the Federal Communications Commission.

General Terms and Conditions means this document including all of the terms,
provisions and conditions set forth herein.

Telecommunications means the transmission, between or among points specified
by the user, of information of the user’s choosing, without change in the form or
content of the information as sent and received.

Telecommunications Service means the offering of telecommunications for a fee
directly to the public, or to such classes of users as to be effectively available
directly to the public, regardless of the facilities used.

Telecommunications Act of 1996 (Act) means Public Law 104-104 of the United
States Congress effective February 8, 1996. The Act amended the
Communications Act of 1934 (47 U.S.C. Section | et. seq.).

CLEC Certification

Prior to execution of this Agreement, DPI agrees to provide BellSouth in writing
DPI's CLEC certification for all states covered by this Agreement except
Kentucky prior to BellSouth filing this Agreement with the appropriate
Commission for approval.

To the extent DPI is not certified as a CLEC in each state covered by this
Agreement as of the execution hereof, DPI will notify BellSouth in writing and
provide CLEC certification when it becomes certified to operate in any other state
covered by this Agreement. Upon notification, BellSouth will file this Agreement
with the appropriate Commission for approval,

Term of the Agreement

The term of this Agreement shall be three years, beginning on the Effective Date
and shall apply to the BellSouth territory in the state(s) of Alabama, Florida,
Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South Carolina and
Tennessee. Notwithstanding any prior agreement of the Parties, the rates, terms
and conditions of this Agreement shall not be applied retroactively prior to the
Effective Date.
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The Parties agree that by no earlier than two hundred seventy (270) days and no
later than one hundred and eighty (180) days prior to the expiration of this
Agreement, they shall commence negotiations for a new agreement to be effective
beginning on the expiration date of this Agreement (Subsequent Agreement).

If, within one hundred and thirty-five (135) days of commencing the negotiation
referred to in Section 2.2 above, the Parties are unable to negotiate new terms,
conditions and prices for a Subsequent Agreement, either Party may petition the
Commission to establish appropriate terms, conditions and prices for the
Subsequent Agreement pursuant to 47 U.S.C, 252.

If, as of the expiration of this Agreement, a Subsequent Agreement has not been
executed by the Parties, this Agreement shall terminate. Upon termination of this
Agreement, BellSouth shall continue to offer services to DPI pursuant to the
terms, conditions and rates set forth in BellSouth's then current standard
interconnection agreement. In the event that BellSouth's standard interconnection
agreement becomes effective as between the Parties, the Parties may continue to
negotiate a Subsequent Agreement or arbitrate disputed issues to reach a
Subsequent Agreement as set forth in Section 2.3 above, and the terms of such
Subsequent Agreement shall be effective as of the effective date as stated in the
Subsequent Agreement.

Operational Support Systems

DPI shall pay charges for Operational Support Systems (OSS) as set forth in this
Agreement.

Parity

When DPI purchases Telecommunications Services from BellSouth pursuant to
Attachment | of this Agreement for the purposes of resale to End Users, such
services shall be equal in quality, subject to the same conditions, and provided
within the same provisioning time intervals that BellSouth provides to its Affiliates,
subsidiaries and End Users. To the extent technically feasible, the quality of a
Network Element, as well as the quality of the access to such Network Element
provided by BellSouth to DPI shall be at least equal in quality to that which
BeliSouth provides to itself, its Affiliates or any other Telecommunications carrier,
The quality of the interconnection between the network of BeliSouth and the
network of DPI shall be at a level that is equal to that which BellSouth provides
itself, a subsidiary, an Affiliate, or any other party. The interconnection facilities
shall be designed to meet the same technical criteria and service standards that are
used within BellSouth's network and shall extend to a consideration of service
quality as perceived by BellSouth’s End Users and service quality as perceived by
DPL

White Pages Listings

BellSouth shall provide DPI and its customers access to white pages directory
listings under the following terms:
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Listings. DPI shall provide all new, changed and deleted listings on a timely basis
and BellSouth or its agent will include DPI residential and business customer
listings in the appropriate White Pages (residential and business) or alphabetical
directories in the geographic areas covered by this Interconnection Agreement.
Directory listings will make no distinction between DPJ and BellSouth subscribers.

Rates. So long as DPI provides subscriber listing information (SLI) to BellSouth
in accordance with Section 5.2 below, BellSouth shall provide to DPI one (1)
primary White Pages listing per DPI subscriber at no charge other than applicable
service order charges as set forth in BellSouth’s tariffs,

Procedures for Submitting DPI SLI are found in The BellSouth Business Rules for
Local Ordering.

DPI authorizes BellSouth to release all DP1 SLI provided to BellSouth by DPI to
qualifying third parties via either license agreement or BellSouth’s Directory
Publishers Database Service (DPDS), General Subscriber Services Tariff (GSST),
Section A38.2, as the same may be amended from time to time. Such DPI SLI
shall be intermingled with BellSouth’s own customer listings and listings of any
other CLEC that has authorized a similar release of SLI.

No compensation shall be paid to DPI for BellSouth'’s receipt of DPI SLI, or for
the subsequent release to third parties of such SLI. In addition, to the extent
BellSouth incurs costs to modify its systems to enable the release of DPI's SLI, or
costs on an ongoing basis to administer the release of DPI SLI, DPI shall pay to
BellSouth its proportionate share of the reasonable costs associated therewith. At
any time that costs may be incurred to administer the release of DPI’s SLI, DPI
will be notified. If DPI does not wish to pay its proportionate share of these
reasonable costs, DPI may instruct BellSouth that it does not wish to release its
SLI to independent publishers, and DPI shall amend this Agreement accordingly.
DPI will be liable for all costs incurred until the effective date of the amendment.

Neither BellSouth nor any agent shall be liable for the content or accuracy of any
SLI provided by DPI under this Agreement. DPI shall indemnify, hold harmless
and defend BellSouth and its agents from and against any damages, losses,
liabilities, demands, claims, suits, judgments, costs and expenses (including but not
limited to reasonable attorneys’ fees and expenses) arising from BeliSouth’s tariff
obligations or otherwise and resulting from or arising out of any third party’s claim
of inaccurate DPI listings or use of the SLI provided pursuant to this Agreement.
BellSouth may forward to DPI any complaints received by BellSouth relating to
the accuracy or quality of DP1 listings.

Listings and subsequent updates will be released consistent with BellSouth system
changes and/or update scheduling requirements.

Unlisted/Non-Published Subscribers. DPI will be required to provide to BellSouth
the names, addresses and telephone numbers of all DPI customers who wish to be
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omitted from directories. Unlisted/Non-Published SLI will be subject to the rates
ag set forth in BellSouth’s General Subscriber Services Tariff.

Inclusion of DPI End Users in Directory Assistance Database. BellSouth will
include and maintain DPI subscriber listings in BellSouth’s Directory Assistance
databases at no recurring charge and DPI shall provide such Directory Assistance
listings to BellSouth at no recurring charge.

Listing Information Confidentiality. BellSouth will afford DPI’s directory listing

information the same level of confidentiality that BellSouth affords its own
directory listing information.

Additional and Designer Listings. Additional and designer listings will be offered
by BellSouth at tariffed rates as set forth in the General Subscriber Services Tariff.

Directories. BeliSouth or its agent shall make available White Pages directories to
DPI subscribers at no charge or as specified in a separate agreement with
BellSouth’s agent.

Court Ordered Requests for Call Detail Records and Other Subscriber
Information

Di . Where BellSouth provides resold services or
local switching for DPI, BellSouth shall respond to subpoenas and court ordered
requests delivered directly to BellSouth for the purpose of providing call detail
records when the targeted telephone numbers belong to DPI End Users. Billing
for such requests will be generated by BellSouth and directed 10 the law
enforcement agency initiating the request. BellSouth shall maintain such
information for DPI End Users for the same length of time it maintains such
information for its own End Users.

Subpoenas Directed to DPI. Where BellSouth is providing to DPL
Telecommunications Services for resale or providing to DPI the local switching
function, then DPI agrees that in those cases where DPI receives subpoenas or
court ordered requests regarding targeted telephone numbers belonging to DPI
End Users, and where DPI does not have the requested information, DPI will
advise the law enforcement agency initiating the request to redirect the subpoena
or court ordered request to BellSouth for handling in accordance with 6.1 above.,

In all other instances, where either Party receives a request for information
involving the other Party’s End User, the Party receiving the request will advise
the law enforcement agency initiating the request to redirect such request to the
other Party.

Liability and Indemnification
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7.1 DPI Liability. In the event that DPI consists of two (2) or more separate entities

as set forth in this Agreement and/or any Amendments hereto, all such entities shall
be jointly and severally liable for the obligations of DPI under this Agreement.

72 Liability for Acts or Omissions of Third Parties. BellSouth shall not be liable to

DPI for any act or omission of another Telecommunications company providing
services to DPIL.

7.3 Limitation of Liability
7.3.1 Except for any indemnification obligations of the Parties hereunder, each Party’s

liability to the other for any loss, cost, claim, injury, liability or expense, including
reasonable attorneys’ fees relating to or arising out of any negligent act or
omission in its performance of this Agreement, whether in contract or in tort, shall
be limited to a credit for the actual cost of the services or functions not performed
or improperly performed.

7.3.2 Limitations in Tariffs. A Party may, in its sole discretion, provide in its tariffs and
contracts with its End Users and third parties that relate to any service, product or
function provided or contemplated under this Agreement, that to the maximum
extent permitted by Applicable Law, such Party shall not be liable to the End User
or third party for (i) any loss relating to or arising out of this Agreement, whether
in contract, tort or otherwise, that exceeds the amount such Party would have
charged that applicable person for the service, product or function that gave rise to
such loss and (ii) consequential damages. To the extent that a Party elects not to
place in its tariffs or contracts such limitations of liability, and the other Party
incurs a loss as a result thereof, such Party shall indemnify and reimburse the other
Party for that portion of the loss that would have been limited had the first Party
included in its tariffs and contracts the limitations of liability that such other Party
included in its own tariffs at the time of such loss.

7.33 Neither BellSouth nor DPI shall be liable for damages to the other Party’s terminal
location, equipment or End User premises resulting from the furnishing of a
service, including, but not limited to, the installation and removal of equipment or
associated wiring, except to the extent caused by a Party’s negligence or willful
misconduct or by a Party’s failure to ground properly a local loop after
disconnection.

734 Under no circumstance shall a Party be responsible or liable for indirect, incidental,
or consequential damages, including, but not limited to, economic loss or lost
business or profits, damages arising from the use or performance of equipment or
software, or the loss of use of software or equipment, or accessories attached
thereto, delay, error, or loss of data. In connection with this limitation of liability,
each Party recognizes that the other Party may, from time to time, provide advice,
meke recommendations, or supply other analyses related to the services or
facilities described in this Agreement, and, while each Party shall use diligent
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efforts in this regard, the Parties acknowledge and agree that this limitation of
liability shall apply to provision of such advice, recommendations, and analyses.

7.3.5 To the extent any specific provision of this Agreement purports to impose liability,
or limitation of liability, on either Party different from or in conflict with the
liability or limitation of liability set forth in this Section, then with respect to any
facts or circumstances covered by such specific provisions, the Liability or
limitation of liability contained in such specific provision shall apply.

7.4 Indemnification for Certain Claims. The Party providing services hereunder, its
Affiliates and its parent company, shall be indemnified, defended and held harmless
by the Party receiving services hereunder against any claim, loss or damage arising
from the receiving Party’s use of the services provided under this Agreement
pertaining to (1) claims for libel, slander or invasion of privacy arising from the
content of the receiving Party’s own communications, or (2) any claim, loss or
damage claimed by the End User of the Party receiving services arising from such
company's use or reliance on the providing Party’s services, actions, duties, or
obligations arising out of this Agreement.

7.5 Disclaimer. EXCEPT AS SPECIFICALLY PROVIDED TO THE CONTRARY
IN THIS AGREEMENT, NEITHER PARTY MAKES ANY
REPRESENTATIONS OR WARRANTIES TO THE OTHER PARTY
CONCERNING THE SPECIFIC QUALITY OF ANY SERVICES, OR
FACILITIES PROVIDED UNDER THIS AGREEMENT. THE PARTIES
DISCLAIM, WITHOUT LIMITATION, ANY WARRANTY OR GUARANTEE
OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE,
ARISING FROM COURSE OF PERFORMANCE, COURSE OF DEALING, OR

FROM USAGES OF TRADE.
8. Intellectual Property Rights and Indemnification
8.1 No License. No patent, copyright, trademark or other proprietary right is licensed,

granted or otherwise transferred by this Agreement. The Parties are strictly
prohibited from any use, including but not limited to, in the selling, marketing,
promoting or advertising of telecommunications services, of any name, service
mark, logo or trademark (collectively, the “Marks”) of the Other Party. The
Marks include those Marks owned directly by a Party or its Affiliate(s) and those
Marks that a Party has a legal and valid license to use. The Parties acknowledge
that they are separate and distinct and that each provides a separate and distinct
service and agree that neither Party may, expressly or impliedly, state, advertise or
market that it is or offers the same service as the Other Party or engage in any
other activity that may result in a likelihood of confusion between its own service
and the service of the Other Party. '

8.2 Qwnership of Intellectual Property. Any intellectual property that originates from

or is developed by a Party shall remain the exclusive property of that Party.
Except for a limited, non-assignable, non-exclusive, non-transferable license to use
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patents or copyrights to the extent necessary for the Parties to use any facilities or
equipment (including software) or to receive any service solely as provided under
this Agreement, no license in patent, copyright, trademark or trade secret, or other
proprietary or intellectual property right, now or hereafter owned, controlled or
licensable by a Party, is granted to the other Party. Neither shall it be implied nor
atise by estoppel. Any trademark, copyright or other proprietary notices appearing
in association with the use of any facilities or equipment (including software) shall
remain on the documentation, material, product, service, equipment or software. It
is the responsibility of each Party to ensure at no additional cost to the other Party
that it has obtained any necessary licenses in relation to intellectual property of
third Parties used in its network that may be required to enable the other Party to
use any facilities or equipment (including software), to receive any service, or to
perform its respective obligations under this Agreement.

Intellectual Property Remedies

Indemnification. The Party providing a service pursuant to this Agreement will
defend the Party receiving such service or data provided as a result of such service
against claims of infringement arising solely from the use by the receiving Party of
such service in the manner contemplated under this Agreement and will indemnify
the receiving Party for any damages awarded based solely on such claims in
accordance with Section 7 preceding,

Claim of Infringement. In the event that use of any facilities or equipment
(including software), becomes, or in the reasonable judgment of the Party who
owns the affected network is likely to become, the subject of a claim, action, suit,
or proceeding based on intellectual property infringement, then said Party shall
promptly and at its sole expense and sole option, but subject to the limitations of
liability set forth below:

modify or replace the applicable facilities or equipment (including software) while
maintaining form and function, or

obtain a license sufficient to allow such use to continue.

In the event Section 8.3.2.1 or 8.3.2.2 are commercially unreasonable, then said
Parly may terminate, upon reasonable notice, this contract with respect to use of]
or services provided through use of, the affected facilities or equipment (including
software), but solely to the extent required to avoid the infringement claim,

Exception to Obligations. Neither Party's obligations under this Section shall apply
to the extent the infringement is caused by: (i) modification of the facilities or
equipment (including software) by the indemnitee; (ii) use by the indemnitee of the
facilities or equipment (including software) in combination with equipment or
facilities (including software) not provided or authorized by the indemnitor,
provided the facilities or equipment (including softwai¢) would not be infringing if
used alone; (iii) conformance to specifications of the indemnitee which weuld
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necessarily result in infringement; or (iv) continued use by the indemnitee of the
affected facilities or equipment (including software) after being placed on notice to
discontinue use as set forth herein.

8.3.4 Exclusive Remedy. The foregoing shall constitute the Parties' sole and exclusive
remedies and obligations with respect to a third party ¢laim of intellectual property
infringement arising out of the conduct of business under this Agreement.

8.4 Dispute Resolution, Any claim arising under this Section 8 shall be excluded from
the dispute resolution procedures set forth in Section 10 and shall be brought in a
court of competent jurisdiction,

9. Proprietary and Confidential Information
9.1 Proprietary and Confidential Information. It may be necessary for BeliSouth and

DPI, each as the “Discloser,” to provide to the other Party, as “Recipient,” certain
proprietary and confidential information (including trade secret information)
including but not limited to technical, financial, marketing, staffing and business
plans and information, strategic information, proposals, request for proposals,
specifications, drawings, maps, prices, costs, costing methodologies, procedures,
processes, business systems, software programs, techniques, customer account
data, call detail records and like information (collectively the “Information”). All
such Information conveyed in writing or other tangible form shall be clearly
marked with a confidential or proprietary legend. Information conveyed orally by
the Discloser to Recipient shall be designated as proprietary and confidential at the
time of such oral conveyance, shall be reduced to writing by the Discloser within
forty-five (45) days thereafter, and shall be clearly marked with a confidential or
proprietary legend.

9.2 Use and Protection of Information. Recipient agrees to protect such Information
of the Discloser provided to Recipient from whatever source from distribution,

disclosure or dissemination to anyone except employees of Recipient with a need
to know such Information solely in conjunction with Recipient’s analysis of the
Information and for no other purpose except as authorized herein or as otherwise
authorized in writing by the Discloser. Recipient will not make any copies of the
Information inspected by it.

9.3 Exceptions. Recipient will not have an obligation to protect any portion of the
Information which:
9.3.1 (a) is made publicly available by the Discloser or lawfully by a nonparty to this

Agreement; (b) is lawfully obtained by Recipient from any source other than
Discloser; (c) is previously known to Recipient without an obligation to keep it
confidential; or (d) is released from the terms of this Agreement by Discloser upon
written notice to Recipient.

9.4 Recipient agrees to use the Information solely for the purposes of negotiations
pursuant to 47 U.S.C. 251 or in performing its obligations under this Agreement
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and for no other entity or purpose, except as may be otherwise agreed to in writing
by the Parties. Nothing herein shall prohibit Recipient from providing information
requested by the FCC or a state regulatory agency with jurisdiction over this
matter, or to support a request for arbitration or an allegation of failure to
negotiate in good faith,

Recipient agrees not to publish or use the Information for any advertising, sales or
marketing promotions, press releases, or publicity matters that refer either directly
or indirectly to the Information or to the Discloser or any of its affiliated
companies.

The disclosure of Information neither grants nor implies any license to the
Recipient under any trademark, patent, copyright, application or other intellectual
property right that is now or may hereafter be owned by the Discloser.

Survival of Confidentiality Obligations. The Parties’ rights and obligations under

this Section 9 shall survive and continue in effect until two (2) years after the
expiration or termination date of this Agreement with regard to all Information
exchanged during the term of this Agreement. Thereafter, the Parties’ rights and
obligations hereunder survive and continue in effect with respect to any
Information that is a trade secret under applicable law.

Resolution of Disputes

Except as otherwise stated in this Agreement, if any dispute arises as to the
interpretation of any provision of this Agreement or as to the proper
implementation of this Agreement, the aggrieved Party shall petition the
Commission for a resolution of the dispute. However, each Party reserves any
rights it may have to seek judicial review of any ruling made by the Commission
concerning this Agreement.

Taxes

Definition. For purposes of this Section, the terms “taxes” and “fees” shall include
but not be limited to federal, state or local sales, use, cxcise, gross receipts or
other taxes or tax-like fees of whatever nature and however designated (including
tariff surcharges and any fees, charges or other payments, contractual or
otherwise, for the use of public streets or rights of way, whether designated as
franchise fees or otherwise) imposed, or sought to be imposed, on or with respect
to the services furnished hereunder or measured by the charges or payments
therefore, excluding any taxes levied on income.

Taxes and Fees Imposed Directly On Bither Providing Party or Purchasing Party.
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Taxes and fees imposed on the providing Party, which are not permitted or
required to be passed on by the providing Party to its customer, shall be borne and
paid by the providing Party.

Taxes and fees imposed on the purchasing Party, which are not required to be
collected and/or remitted by the providing Party, shall be borne and paid by the
purchasing Party.

Taxes and Fees Imposed on Purchasing Party But Collected And Remitted By
Providing P

Taxes and fees imposed on the purchasing Party shall be bore by the purchasing
Party, even if the obligation to collect and/or remit such taxes or fees is placed on
the providing Party.

To the extent permitted by applicable law, any such taxes and/or fees shall be
shown as separate items on applicable billing documents between the Parties.
Notwithstanding the foregoing, the purchasing Party shall remain liable for any
such taxes and fees regardless of whether they are actually billed by the providing
Party at the time that the respective service is billed.

If the purchasing Party determines that in its opinion ay such taxes or fees are not
payable, the providing Party shall not bill such taxes or fees to the purchasing Party
if the purchasing Party provides written certification, reasonably satisfactory to the
providing Party, stating that it is exempt or otherwise not subject to the tax or fee,
setting forth the basis therefor, and satisfying any other requirements under
applicable law. If any authority seeks to collect any such tax or fee that the
purchasing Party has determined and certified not to be payable, or any such tax or
fee that was not billed by the providing Party, the purchasing Party may contest the
same in good faith, at its own expense. In any such contest, the purchasing Party
shall promptly furnish the providing Party with copies of all filings in any
proceeding, protest, or legal challenge, all rulings issued in connection therewith,
and ali correspondence between the purchasing Party and the taxing authority.

In the event that all or any portion of an amount sought to be collected must be
paid in order to contest the imposition of any such tax or fee, or to avoid the
existence of a lien on the assets of the providing Party during the pendency of such
contest, the purchasing Party shall be responsible for such payment and shall be
entitled to the benefit of any refund or recovery.

If it is ultimately determined that any additional amount of such a tax or fee is due
to the imposing authority, the purchasing Party shall pay such additional amount,
including any interest and penalties thereon.

Notwithstanding any provision to the contrary, the purchasing Party shall protect,
indemnify and hold harmless (and defend at the purchasing Party’s expense) the
providing Party from and against any such tax or fee, interest or penalties thereon,
or other charges or payable expenses (including reasonable attorney fees) with

Version 1Q03: 02/28/03



11.3.7

il.4
11.4.1

11.4.2

11.4.3

11.4.4

114.5

11.4.6

Exhibit PLF-2
Page 12 of 77

General Terms and Conditions
Page 12

respect thereto, which are incurred by the providing Party in connection with any
claim for or contest of any such tax or fee.

Each Party shall notify the other Party in writing of any assessment, proposed
assessment or other claim for any additional amount of such a tax or fee by a
taxing authority; such notice to be provided, if possible, at least ten (10) days prior
to the date by which a response, protest or other appeal must be filed, but in no
event later than thirty (30) days after receipt of such assessment, proposed
assessment or claim.

Taxes and Fees Imposed on Providing Party But Passed On To Purchasing Party.

Taxes and fees imposed on the providing Party, which are permitted or required to
be passed on by the providing Party to its customer, shail be borne by the
purchasing Party.

To the extent permitted by applicable law, any such taxes and/or fees shall be
shown as separate items on applicable billing documents between the Parties.
Notwithstanding the foregoing, the purchasing Party shall remain liable for any
such taxes and fees regardless of whether they are actually billed by the providing
Party at the time that the respective service is billed.

If the purchasing Party disagrees with the providing Party’s determination as to the
application or basis for any such tax or fee, the Parties shall consult with respect to
the imposition and billing of such tax or fee, Notwithstanding the foregoing, the
providing Party shall retain ultimate responsibility for determining whether and to
what extent any such taxes or fees are applicable, and the purchasing Party shall
abide by such determination and pay such taxes or fees to the providing Party.

The providing Party shall further retain ultimate respousibility for determining
whether and how to contest the imposition of such taxes and fees; provided,
however, that any such contest undertaken at the request of the purchasing Party
shall be at the purchasing Party's expense.

In the event that all or any portion of an amount sought to be collected must be
paid in order to contest the imposition of any such tax or fee, or to avoid the
existence of a lien on the assets of the providing Party during the pendency of such
contest, the purchasing Party shall be responsible for such payment and shall be
entitled to the benefit of any refund or recovery.

If it is ultimately determined that any additional amount of such a tax or fee is due
to the imposing authority, the purchasing Party shall pay such additional amount,
including any interest and penalties thereon.

Notwithstanding any provision to the contrary, the purchasing Party shall protect,
indemnify and hold harmless (and defend at the purchasing Party’s expense) the
providing Party from and against any such tax or fee, interest or penalties thereon,
or other reasonable charges or payable expenses (including reasonable attorneys’
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fees) with respect thereto, which are incurred by the providing Party in connection
with any claim for or contest of any such tax or fee.

Each Party shall notify the other Party in writing of any assessment, proposed
assessment or other claim for any additional amount of such a tax or fee by a
taxing authority; such notice to be provided, if possible, at least ten (10} days prior
to the date by which a response, protest or other appeal must be filed, but in no
event later than thirty (30) days after receipt of such assessment, proposed
assessment or claim,

tua] Cooperation. In any contest of a tax or fee by one Party, the other Party
shall cooperate fully by providing records, testimony and such additional
information or assistance as may reasonably be necesssry to pursue the contest.
Further, the other Party shall be reimbursed for any reasonable and necessary out-
of-pocket copying and travel expenses incurred in assisting in such contest.

Force Majeure

In the event performance of this Agreement, or any obligation hereunder, is ¢ither
directly or indirectly prevented, restricted, or interfered with by reason of fire,
flood, earthquake or like acts of God, wars, revolution, civil commotion,
explosion, acts of public enemy, embargo, acts of the government in its sovereign
capacity, labor difficulties, including without limitation, strikes, slowdowns,
picketing, or boycotts, unavailability of equipment from vendor, changes requested
by DPI, or any other circumstances beyond the reasonable control and without the
fault or negligence of the Party affected, the Party affected, upon giving prompt
notice to the other Party, shall be excused from such performance on a day-to-day
basis to the extent of such prevention, restriction, or interference (and the other
Party shall likewise be excused from performance of its obligations on a day-to-day
basis until the delay, restriction or interference has ceased); provided, however,
that the Party so affected shall use diligent efforts to avoid or remove such causes
of non-performance and both Parties shall proceed whenever such causes are
removed or cease.

Adoption of Apreements

BellSouth shall make available, pursuant to 47 USC § 252 and the FCC rules and
regulations regarding such availability, to DPI any intecconnection, service, or
network element provided under any other agreement filed and approved pursuant
to 47 USC § 252, provided a minimum of six months remains on the term of such
agreement. The Parties shall adopt all rates, terms and conditions concerning such
other interconnection, service or network element and any other rates, terms and
conditions that are legitimately related to or were negotiated in exchange for or in
conjunction with the interconnection, service or network element being adopted.
The adopted interconnection, service, or network element and agreement shall
apply to the same states as such other agreement. The term of the adopted
agreement or provisions shall expire on the same date as set forth in the agreement
that was adopted.
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Modification of Agreement

1f DPI changes its name or makes changes to its company structure or identity due
to a merger, acquisition, transfer or any other reason, it is the responsibility of DPI
to notify BellSouth of said change and request that an amendment to this
Agreement, if necessary, be executed to reflect said change.

No modification, amendment, supplement to, or waiver of the Agreement or any of
its provisions shali be effective and binding upon the Parties unless it is made in
writing and duly signed by the Parties.

In the event that any effective legislative, regulatory, judicial or other legal action
materially affects any material terms of this Agreement, or the ability of DPI or
BellSouth to perform any material terms of this Agreement, DPI or BellSouth may,
on thirty (30) days’ written notice, require that such terms be renegotiated, and the
Parties shall renegotiate in good faith such mutually acceptable new terms as may
be required. In the event that such new terms are not renegotiated within ninety
(90) days after such notice, the Dispute shall be referred to the Dispute Resolution
procedure set forth in this Agreement.

Non-waiver of Legal Rights

Execution of this Agreement by either Party does not confirm or imply that the
executing Party agrees with any decision(s) issued pursuant to the
Telecommunications Act of 1996 and the consequences of those decisions on
specific language in this Agreement. Neither Party waives its rights to appeal or
otherwise challenge any such decision(s) and each Party reserves all of its rights to
pursue any and all legal and/or equitable remedies, including appeals of any such
decision(s).

Indivisibility

The Parties intend that this Agreement be indivisible and nonseverable, and each of
the Parties acknowledges that it has assented to all of the covenants and promises
in this Agreement as a single whole and that all of such covenants and promises,
taken as a whole, constitute the essence of the contract. Without limiting the
generality of the foregoing, each of the Parties acknowledges that any provision by
BellSouth of collocation space under this Agreement is solely for the purpose of
factlitating the provision of other services under this Agreement and that neither
Party would have contracted with respect to the provisioning of collocation space
under this Agreement if the covenants and promises of the other Party with respect
to the other services provided under this Agreement had not been made. The
Parties further acknowledge that this Agreement is intended to constitute a single
transaction, that the obligations of the Parties under this Agreement are
interdependent, and that payment obligations under thig Agreement are intended to
be recouped against other payment obligations under this Agreement.

Waivers
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A failure or delay of either Party to enforce any of the provisions hereof, to
exercise any option which is herein provided, or to require performance of any of
the provisions bereof shall in no way be construed to be a waiver of such
provisions or options, and each Party, notwithstanding such failure, shall have the
right thereafter to insist upon the performance of any and all of the provisions of
this Agreement.

Governing Law

Where applicable, this Agreement shall be governed by and construed in
accordance with federal and state substantive telecommunications law, including
rules and regulations of the FCC and appropriate Commission. In all other
respects, this Agreement shall be governed by and construed and enforced in
accordance with the laws of the State of Georgia without regard to its conflict of
laws principles.

Assignments

Any assignment by either Party to any non-affiliated entity of any right, obligation
or duty, or of any other interest hereunder, in whole or in part, without the prior
written consent of the other Party shall be void, A Party may assign this
Agreement in its entirety to an Affiliate of the Party without the consent of the
other Party; provided, however, that the assigning Party shall notify the other Party
in writing of such assignment thirty (30) days prior to the Effective Date thereof
and, provided further, if the assignee is an assignee of DPI, the assignee must
provide evidence of Commission CLEC certification, The Parties shall amend this
Agreement to reflect such assignments and shall work cooperatively to implement
any changes required due to such assignment. All obligations and duties of any
Party under this Agreement shall be binding on all suc.essors in interest and
assigns of such Party, No assignment or delegation hereof shall relieve the
assignor of its obligations under this Agreement in the event that the assignee fails
to perform such obligations. Notwithstanding anything to the contrary in this
Section, DPI shall not assign this Agreement to any Affiliate or non-affiliated entity
unless either (1) DPI pays all bills, past due and current, under this Agreement, or
{2) DPY’s assignee expressly assumes liability for payment of such bills.

Notices

Every notice, consent, approval, or other communications required or
contemplated by this Agreement shall be in writing and shall be delivered by hand,
by overnight courier or by US mail postage prepaid, address to:

BellSouth Telecommunications, Inc.

BellSouth Local Contract Manager
600 North 19" Street, 8" floor
Birmingham, Alabama 35203
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and

ICS Attorney

Suite 4300

675 W. Peachtree St.
Atlanta, GA 30375

DPI-Teleconnect, LL.C

David B. Dorwart
President/CEO

2997 LBJ Freeway, Suite 225
Dallas, Texas 75234

Telephone: (972) 488-4500 Ext 4001

or at such other address as the intended recipient previously shall have designated
by written notice to the other Party.

Unless otherwise provided in this Agreement, notice by mail shall be effective on
the date it is officially recorded as delivered by return receipt or equivalent, and in
the absence of such record of delivery, it shall be presumed to have been delivered
the fifth day, or next business day after the fifth day, after it was deposited in the
mails,

Notwithstanding the foregoing, BellSouth may provide DPI notice via Internet
posting of price changes and changes to the terms and conditions of services
available for resale per Commission Orders. BellSouth will post changes to
business processes and policies, notices of new service offerings, and changes to
service offerings not requiring an amendment to this Agreement, notices required
to be pasted to BellSouth’s website, and any other information of general
applicability to CLECs.

Rule of Construction

Nao rule of construction requiring interpretation against the drafting Party hereof
shall apply in the interpretation of this Agreement.

Headings of No Force or Effect

The headings of Articles and Sections of this Agreement are for convenience of
reference only, and shall in no way define, modify or restrict the meaning or
interpretation of the terms or provisions of this Agreement,

Multiple Counterparts
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This Agreement may be executed in multiple counterparts, each of which shall be
deemed an original, but all of which shall together constitute but one and the same
document.

Filing of Agreement

Upon execution of this Agreement it shall be filed with the appropriate state
regulatory agency pursuant to the requirements of Section 252 of the Act, and the
Parties shall share equally any filing fees therefor. If the regulatory agency
imposes any filing or public interest notice fees regarding the filing or approval of
the Agreement, DP{ shall be responsible for publishing the required notice and the
publication and/or notice costs shall be borne by DPI. Notwithstanding the
foregoing, this Agreement shall not be submitted for approval by the appropriate
state regulatory agency unless and until such time as DPI is duly certified as a local
exchange carrier in such state, except as otherwise required by a Commission.

Compliance with Applicable Law
Each Party shall comply at its own expense with Applicable Law.
Necessary Approvals

Each Party shall be responsible for obtaining and keeping in effect all approvals
from, and rights granted by, governmental authorities, building and property
owners, other carriers, and any other persons that may be required in connection
with the performance of its obligations under this Agreement. Each Party shall
reasonably cooperate with the other Party in obtaining and maintaining any
required approvals and rights for which such Party is responsible.

Good Faith Performance

Each Party shall act in good faith in its performance under this Agreement and, in
each case in which a Party’s consent or agreement is required or requested
hereunder, such Party shall not unreasonably withhold or delay such consent or
agreement,

Nonexclusive Dealings

This Agreement does not prevent either Party from providing or purchasing
services to or from any other person nor, except as provided in Section 252(i) of
the Act, does it obligate either Party to provide or purchase any services (except
insofar as the Parties are obligated to provide access to Interconnection, services
and Network Elements to DPI as a requesting carrier ninder the Act).

Rate True-Up
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29.1 This section applies to Network Interconnection and/or Unbundled Network
Elements and Other Services rates that are expressly subject to true-up under this
Agreement.
29.2 The designated true-up rates shall be trued-up, either up or down, based on final

prices determined either by further agreement between the Parties, or by a final
order (including any appeals) of the Commission. The Parties shall implement the
true-up by comparing the actual volumes and demand for each item, together with
the designated true-up rates for each item, with the final prices determined for each
item. Each Party shall keep its own records upon which the true-up can be based,
and any final payment from one Party 1o the other shall be in an amount agreed
upon by the Parties based on such records. In the event of any disagreement as
between the records or the Parties regarding the amount of such true-up, the
Parties shall submit the matter to the Dispute Resolution process in accordance
with the provisions of Section 10 of the General Terms and Conditions of this
Agreement.

29.3 An effective order of the Commission that forms the basis of a true-up shall be
based upon cost studies submitted by either or both Parties to the Commission and
shall be binding upon BellSouth and DPI specifically or upon all carriers generally,
such as a generic cost proceeding,

30. Survival

The Parties’ obligations under this Agreement which by their nature are intended
to continue beyond the termination or expiration of this Agreement shall survive
the termination or expiration of this Agreement.

31, Entire Agreement

31.1 This Agreement means the General Terms and Conditions, the Attachments
identified in Section 31.2 below, and all documents identified therein, as such may
be amended from time to time and which are incorporated herein by reference, all
of which, when taken together, are intended to constitute one indivisible
agreement. This Agreement sets forth the entire understanding and supersedes
prior agreements between the Parties relating to the subject matter contained in
this Agreement and merges all prior discussions between them. Any orders placed
under prior agreements between the Parties shall be governed by the terms of this
Agreement and DPI acknowledges and agrees that any and all amounts and
obligations owed for services provisioned or orders placed under prior agreements
between the Parties, related to the subject matter hereof, shall be due and owing
under this Agreement and be governed by the terms and conditions of this
Agreement as if such services or orders were provisioned or placed under this
Agreement. Neither Party shall be bound by any definition, condition, provision,
representation, warranty, covenant or promise other than as expressly stated in this
Agreement or as is contemporaneously or subsequently set forth in writing and
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executed by a duly authorized officer or representative of the Party to be bound
thereby.

This Agreement includes Attachments with provisions for the following:

Resale

Network Elements and Other Services

Network Interconnection

Collocation

Access to Numbers and Number Portability
Pre-Ordering, Ordering, Provisioning, Maintenance and Repair
Billing

Rights-of-Way, Conduits and Pole Attachments
Performance Measurements

BellSouth Disaster Recovery Plan

Bona Fide Request/New Business Request Process

The following services are included as aptions for purchase by DPI pursuant to the
terms and conditions set forth in this Agreement. DPI may elect to purchase said
services by written request to its Local Contract Manager if applicable:

Optional Daily Usage File (ODUF)

Enhanced Optional Daily Usage File (EODUF)
Access Daily Usage File (ADUF)

Line Information Database (LIDB) Storage
Centralized Message Distribution Service (CMDS)
Calling Name (CNAM)

LNP Data Base Query Service

IN WITNESS WHEREOF, the Parties have executed this Agreement the day and year written

below.
BellSouth Telecommunications, Inc, DPI-Teleconnect, LL.C
By: Original Signature on File By: Original Signature on File
Name: Elizabeth R.A. Shiroishi Name: David B. Dorwart
Title: Director Title: President and CEO
Date: 3/20/2003 Date: 3/11/2003
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RESALE
Discount Rates

The discount rates applied to DPI purchases of BeliSouth Telecommunications
Services for the purpose of resale shall be as set forth in Exhibit E. Such discounts
have been determined by the applicable Commission to reflect the costs avoided by
BellSouth when selling a service for wholesale purposes.

The telecommunications services available for purchase by DPI for the purposes of
resale to DPI's End Users shall be available at BellSorth’s tariffed rates less the
discount set forth in Exhibit E to this Agreement and subject to the exclusions and
limitations set forth in Exhibit A to this Agreement.

Definition of Terms

COMPETITIVE LOCAL EXCHANGE COMPANY (CLEC) means a telephone
company certificated by the Commission to provide local exchange service within
BellSouth's franchised area.

CUSTOMER OF RECORD means the eatity responsible for placing application
for service; requesting additions, rearrangements, maintenance or discontinuance
of service; payment in full of charges incurred such as non-recurring, monthly
recurring, toll, directory assistance, etc.

DEPOSIT means assurance provided by a customer in the form of cash, surety
bond or bank letter of credit to be held by BellSouth.

END USER means the ultimate user of the Telecommunications Service.

END USER CUSTOMER LOCATION means the physical location of the
premises where an End User makes use of the telecomynunications services.

NEW SERVICES means functions, features or capabilities that are not currently
offered by BellSouth. This includes packaging of exit ting services or combining a
new function, feature or capability with an existing service.

RESALE means an activity wherein a certificated CLEC, such as DPI, subscribes
to the telecommunications services of BeliSouth and then offers those
telecommunications services to the public.

General Provisions

Al of the negotiated rates, terms and conditions set forth in this Attachment
pertain to the resale of BellSouth’s retail telecommunications services and other
services specified in this Attachment, Subject to effective and applicable FCC and
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Commission rules and orders, BellSouth shall make available to DPI for resale
those telecommunications services BellSouth makes available, pursuant to its
General Subscriber Services Tariff and Private Line Services Tariff, to customers
who are not telecommunications carriers,

When DPI provides Resale service in a cross boundary area (areas that are part of
the local serving area of another state's exchange) the rates, regulations and
discounts for the tariffing state will apply. Billing will be from the serving state.

In Tennessee, if DPI does not resell Lifeline service to any end users, and if DPI
agrees to order an appropriate Operator Services/Directory Assistance block as set
forth in BellSouth's General Subscriber Services Tariff, the discount shall be
21.56%.

In the event DPI resells Lifeline service to any end user in Tennessee, BellSouth
will begin applying the 16% discount rate to all services. Upon DPI and
BellSouth's implementation of a billing arrangement whereby a separate Master
Account (Q-account) associated with a separate Operating Customer Number
(OCN) is established for billing of Lifeline service end users, the discount shall be
applied as set forth in 3.1.2 preceding for the non-Lifeline affected Master Account
(Q-account).

DPI must provide written notification to BellSouth within 30 days prior to either
providing its own operator services/ directory services or orders the appropriate
operator services/directory assistance blocking, to qualify for the higher discount
rate of 21.56%.

DPI may purchase resale services from BellSouth for its own use in operating its
business. The resale discount will apply to those services under the following
conditions:

DPI must resell services to other End Users.

DPI cannot be a competitive local exchange telecommunications company for the
single purpose of selling to itself.

DPI will be the customer of record for all services purchased from BellSouth.
Except as specified herein, BellSouth will take orders from, bill and receive
payment from DPI for said services.

DP1 will be BeliSouth's single point of contact for all services purchased pursuant
to this Agreement. BellSouth shall have no contact with the End User except to
the extent provided for herein. Each Party shall provide to the other a nation wide
(50 states) toll-free contact number for purposes of repair and maintenance,

BellSouth will continue to bill the End User for any services that the End User
specifies it wishes to receive directly from BellSouth, BellSouth maintains the right
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to serve directly any End User within the service area of DPI. BellSouth will
continue to market directly its own telecommunications products and services and
in doing so may establish independent relationships with End Users of DPI.
Neither Party shall interfere with the right of any persun or entity to obtain service
directly from the other Party.

3.5.1 When an End User of DPI or BellSouth elects to change his/her carrier to the
other Party, both Parties agree to release the End User’s service to the other Party
concurrent with the due date of the service order, which shall be established based
on the standard interval for the End User’s requested service as set forth in the
BellSouth Product and Services Interval Guide.

3.5.2 BellSouth and DPI will refrain from contacting an End User who has placed or
whose selected carrier has placed on the End User's behalf an order to change the
End User's service provider from BellSouth or DPI to the other Party until such
time that the order for service has been completed.

3.6 Current telephone numbers may normally be retained by the End User and are
assigned to the service furnished, However, neither Party nor the End User has a
property right to the telephone number or any other call number designation
associated with services furnished by BellSouth, and no right to the continuance of
service through any particular central office. BellSouth reserves the right to
change such numbers, or the central office designation associated with such
numbers, or both, whenever BellSouth deems it necessary to do so in the conduct
of its business and in accordance with BellSouth practices and procedures on a
nondiscriminatory basis.

3.7 Where BellSouth provides resold services to DPL, BellSouth will provide DPI with
on-line access to intermediate telephone numbers as defined by applicable FCC
rules and regulations on a first come first served basis. DPI acknowledges that
such access to numbers shall be in accordance with the appropriate FCC rules and
regulations. DPI acknowledges that there may be instances where there is a
shortage of telephone numbers in a particular Common Language Location
Identifier Code (CLLIC); and in such instances, DP] shall return unused
intermediate telephone numbers to BellSouth upon BellSouth's request. BeliSouth
shall make all such requests on a nondiscriminatory basis.

38 BellSouth will allow DPI to designate up to 100 intermediate telephone numbers
per CLLIC, for DPI's sole use, Assignment, reservation and use of telephone
numbers shall be governed by applicable FCC rules and regulations. DPI
acknowledges that there may be instances where there is a shortage of telephone
numbers in a particular CLLIC and BellSouth has the right to limit access to
blocks of intermediate telephone numbers. These instances include; 1) where
jeopardy status has been declared by the North American Numbering Plan (NANP)
for a particular Numbering Plan Area (NPA); or 2) where a rate center has less
than six months supply of numbering resources.

Version 1Q03: 02/28/03



3.9

310

3.11

3.12

3.13

3.14

3.15

3.16
3.16.1

3.16.2

3.16.3

Exhibit PLF-2
Page 25 of 77

Attachment 1
Page 6
Service is furnished subject to the condition that it will not be used for any
unlawful purpose.

Service will be discontinued if any law enforcement agency advises that the service
being used is in violation of the law,

BellSouth can refuse service when it has grounds to believe that service will be
used in violation of the law.

BellSouth will cooperate with law enforcement agencies with subpoenas and court
orders relating to DPI's End Users, pursuant to Section 6 of the General Terms
and Conditions.

If DPI or its End Users utilize a BellSouth resold telecommunications service in a
manner other than that for which the service was originally intended as described
in BellSouth’s retail tariffs, DPI has the responsibility to notify BellSouth.
BeliSouth will only provision and maintain said service consistent with the terms
and conditions of the tariff describing said service.

Facilities and/or equipment utilized by BellSouth to provide service to DPI remain
the property of BellSouth.

White page directory listings for DPI End Users will be provided in accordance
with Section 5 of the General Terms and Conditions.

Service Ordering and Operational Support Systems (OSS)

DPI must order services through resale interfaces, i.e., the Local Carrier Service
Center (LCSC) and/or appropriate Complex Resale Support Group (CRSG)
pursuant to this Agreement. BellSouth has developed and made available the
interactive interfaces by which DPI may submit a Local Service Request (LSR)
electronically as set forth in Attachment 2 of this Agreement. Service orders will
be in a standard format designated by BellSouth.

LSRs submitted by means of one of these interactive interfaces will incur an OSS
electronic charge as set forth in Exhibit E to this Agreement. An individual L.SR
will be identified for billing purposes by its Purchase Urder Number (PON). LSRs
submitted by means other than one of these interactive interfaces (Mail, fax,
courier, etc.) will incur a manual order charge as set forth in Exhibit E to this
Agreement. Supplements or clarifications to a previously billed LSR will not incur
another OSS charge.

Denial/Restoral OSS Charge. In the event DPI provides a list of customers to be
denied and restored, rather than an LSR, each location on the list will require a
separate PON and therefore will be billed as one LSR per location,
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Cancellation OSS Charge, DPI will incur an OSS charge for an accepted LSR that
is later canceled.

Where available to BellSouth’s End Users, BellSouth shall provide the following
telecommunications services at a discount to allow for voice mail services:

o Message Waiting Indicator (“MWTI"), stutter dialtone and message waiting
light feature capabilities

e Call Forward Busy Line (“CF/B™)
o Call Forward Don't Answer (“CF/DA")

Further, BellSouth messaging services set forth in BellSouth’s Messaging Service
Information Package shall be made available for resale without the wholesale
discount.

BellSouth shall provide branding for, or shall unbrand, voice mail services for DP1
per the Bona Fide Request/New Business Request process as set forth in
Attachment 6 of this Agreement.

BellSouth’s Inside Wire Maintenance Service Plan is available for resale at rates,
terms and conditions as set forth by BellSouth and without the wholesale discount.

In the event DPl acquires an end user whose service is provided pursuant to a
BellSouth Special Assembly, BellSouth shall make available to DPI that Special
Assembly at the wholesale discount at DPI’s option. DPI shall be responsible for
all terms and conditions of such Special Assembly including but not limited to
termination liability if applicable.

BellSouth shall provide 911/E911 for DPI customers in the same manner that it is
provided to BellSouth customers. BellSouth shall provide and validate DPI
customer information to the PSAP. BellSouth shall use its service order process to
update and maintain, on the same schedule that it uses for its customers, the DP1
customer service information in the ALI/DMS (Automatic Location
Identification/Location Information) databases used to support 911/E911 services.

BellSouth shall bill, and DPI shall pay, the End User line charge associated with
implementing Number Portability as set forth in BellSouth's FCC No, 1 tariff. This
charge is not subject to the wholesale discount.

Pursuant to 47 CFR Section 51.617, BeliSouth shall bill to DP, and DPI shall pay,
the End User common line charges identical to the End User common line charges
BellSouth bills its End Users.
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BellSouth’s Provision of Services to DPI

Resale of BellSouth services shall be as follows:

The resale of telecommunications services shall be limited to users and uses
conforming to the class of service restrictions,

Hotel and Hospital PBX services are the only telecommunications services
available for resale to Hotel/Motel and Hospital End Users, respectively.
Similarly, Access Line Service for Customer Provided Coin Telephones is the only
local service available for resale to Payphone Service Provider (PSP) customers.
Shared Tenant Service customers can only be sold those local exchange access
services available in BeliSouth’s A23 Shared Tenant Service Tariff in the states of
Florida, Georgia, North Caroling and South Carolina, and in A27 in the states of
Alabama, Kentucky, Louisiana, Mississippi and Tennessee.

BellSouth reserves the right to periodically audit services purchased by DPI to
establish authenticity of use. Such audit shall not occur more than once in a
calendar year. DPI shall make any and all records and data available to BellSouth
or BellSouth’s auditors on a reasonable basis. BellSouth shall bear the cost of said
audit. Any information provided by DPI for purposes of such audit shall be
deemed Confidential Information pursuant to the General Terms and Conditions of
this Agreement.

Subject to Exhibit A hereto, resold services can only be used in the same manner
as specified in BellSouth’s Tariffs. Resold services are subject to the same terms
and conditions as are specified for such services when furnished to an individual
End User of BellSouth in the appropriate section of BellSouth’s Tariffs. Specific
tariff features (e.g. a usage allowance per month) shal. not be aggregated across
multiple resold services.

DPI may resell services only within the specific service area as defined in its
certificate of operation approved by the Comuission.

If DPI cancels an order for resold services, any costs incurred by BellSouth in
conjunction with provisioning of such order will be recovered in accordance with
BellSouth’s General Subscriber Services Tariffs and Private Line Services Tariffs.

Service Jointly Provisioned wit Independent Co or titive Local

Exchange Company Areas

BeliSonth will in some instances provision resold services in accordance with the
General Subscriber Services Tariff and Private Line Tariffs jointly with an
Independent Company or other Competitive Local Exchange Carrier.

When DPI assumes responsibility for such service, all terms and conditions defined
in the Tariff will apply for services provided within the BellSouth service area only,
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Service terminating in an Independent Company or other Competitive Local
Exchange Carrier area will be provisioned and billed by the Independent Company
or other Competitive Local Exchange Carrier directly to DPIL

DPI must establish a billing arrangement with the Independent Company or other
Competitive Local Exchange Carrier prior to assuming an end user account where
such circumstances apply.

Specific guidelines regarding such services are available on BellSouth's website @
www.interconnection.bellsouth.com.

Maintenance of Services

Services resold pursuant to this Attachment and BellSouth’s General Subscriber
Service Tariff and Private Line Service Tariff and facilities and equipment provided
by BellSouth shall be maintained by BeliSouth,

DPI or its End Users may not rearrange, move, disconnect, remove or attempt to
repair any facilities owned by BellSouth except with the written consent of
BellSouth.

DPI accepts responsibility to notify BellSouth of situations that arise that may
result in a service problem.

DPI will contact the appropriate repair centers in accordance with procedures
established by BellSouth.

For all repair requests, DP] shall adhere to BellSouth's prescreening guidelines
prior to referring the trouble to BellSouth,

BellSouth will bill DPI for handling troubles that are found not to be in BellSouth's
network pursuant to its standard time and material charges. The standard time and
material charges will be no more than what BellSouth charges to its retail
customers for the same services.

BellSouth reserves the right to contact DP1's End Users, if deemed necessary, for
maintenance purposes.

Establishment of Service

After receiving certification as a local exchange carrier from the applicable
regulatory agency, DPI will provide the appropriate BellSouth Advisory team
manager the necessary documentation to enable BellSouth to establish accounts
for resold services ("master account"). DPI is required to provide the following
before a master account is established:; blanket letter of authorization, misdirected
number form, proof of PSC/PUC certification, the Application for Master
Account, an Operating Company Number ("OCN") assigned by the National

Version 1Q03: 02/28/03


http://www.interconnection.beUsouth.com

6.2

6.3

Exhibit PLF-2
Page 29 of 77

Attachment 1
Page 10
Exchange Carriers Association ("NECA") and a deposit and tax exemption
certificate, if applicable.

If DPI needs to change its OCN(s) under which it operates when DPI has already
bee conducting business utilizing those OCN(s), DP! shall bear all costs incurred
by BellSouth to convert DPI DPI to the new OCN(s). OCN conversion charges
include all time required to make system updates to all of DPI's end user customer
records. Apprapriate charges will appear in the OC&C section of DPU's bill.

DPI shall provide to BellSouth a blanket letter of authorization ("LOA") certifying
that DPI will have End User authorization prior to viewing the End User's
customer service record or switching the End User's service. BellSouth will not
require End User confirmation prior to establishing service for DPI’s End User
customer.

BellSouth will accept a request directly from the End User for conversion of the
End User's service from DPI to BellSouth or will accept a request from another
CLEC for conversion of the End User's service from DPI to such other CLEC.
Upon completion of the conversion BellSouth will notify DPI that such conversion
has been completed.

Discontinuance of Service
The procedures for discontinuing service to an End User are as follows:

BellSouth will deny service to DPI's End User on behalf of, and at the request of,
DP1. Upon restoration of the End User's service, restoral charges will apply and
will be the responsibility of DPI.

At the request of DP1, BellSouth will disconnect a DPI End User customer.

All requests by DPI for denial or disconnection of an End User for nonpayment
must be in writing.

DPI will be made solely responsible for notifying the End User of the proposed
disconnection of the service.

BellSouth will continue to process calls made to the Annoyance Call Center and
will advise DPI when it is determined that annoyance calls are originated from one
of its End User's locations. BellSouth shall be indemnified, defended and held
harmiess by DPI and/or the End User against any claim, loss or damage arising
from providing this information to DPI. It is the responsibility of DPI to take the
corrective action necessary with its End Users who make annoying calls. (Failure
to do so will result in BellSouth’s disconnecting the End User’s service.)
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Operator Services (Operator Call Processing and Directory Assistance)

Operator Call Processing provides: (1) operator handling for call completion (for
example, collect, third number billing, and manual calling-card calls). (2) operator
or automated assistance for billing after the end user kas dialed the called number
(for example, calling card calls); and (3) special services including but not limited
to Busy Line Verification and Emergency Line Interrupt (ELI), Emergency
Agency Call and Operator-assisted Directory Assistance.

Upon request for BellSouth Operator Call Processing, BellSouth shall:
Process 0+ and 0- dialed local calls
Process 0+ and 0- intraLATA toll calls.

Process calls that are billed to DPI end user's calling card that can be validated by
BellSouth,

Process person-to-person catls,
Process collect calls.

Provide the capability for callers to bill a third party and shall also process such
calls,

Process station-to-station calls.

Process Busy Line Verify and Emergency Line Interrupt requests.

Process emergency call trace originated by Public Safety Answering Points.
Process operator-assisted directory assistance calls.

Adhere to equal access requirements, providing DP1 local end users the same 1IXC
access that BellSouth provides its own operator service.

Exercise at least the same level of fraud control in providing Operator Service to
DP] that BellSouth provides for its own operator service,

Perform Billed Number Screening when handling Collect, Person-to-Person, and
Billed-To-Third-Party calls.

Direct customer account and other similar inquiries to the customer service center
designated by DPI,

Provide call records to DPI in accordance with ODUF standards.
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The interface requirements shall conform to the interface specifications for the
platform used to provide Operator Services as long as the interface conforms to
industry standards.

Directory Assistance Service

Directory Assistance Service provides local and non-local end user telephone
number listings with the option to complete the call at the caller's direction
separate and distinct from local switching,

Directory Assistance Service shall provide up to two listing requests per call, if
available and if requested by DPI's end user. BellSouth shall provide caller-
optional directory assistance call completion service at rates set forth in
BeliSouth's General Subscriber Services Tariff to one of the provided listings.

Dir Assi ¢ Service Upda

BellSouth shall update end user listings changes daily. These changes include:
New end user connections

End user disconnections

End user address changes

These updates shall also be provided for non-listed and non-published numbers for
use in emergencies.

Branding for Operator Call Processing and Directory Assistance

BellSouth's branding feature provides a definable announcement to DPI end users
using Directory Assistance (DA)/ Operator Call Processing (OCP) prior to placing
such end users in queue or connecting them to an available operator or automated
operator system. This feature allows DPI's name on whose behalf BeliSouth is
providing Directory Assistance and/or Operator Call Processing. Rates for the
branding features are set forth in Exhibit E of this Attichment.

BellSouth offers three branding offering options to DPI when ordering BellSouth's
Directory Assistance and Operator Call Processing: BellSouth Branding,
Unbranding and Custom Branding.

Upon receipt of the branding order from IDPI, the order is considered firm afier ten
(10) business days. Should DPI decide to cancel the order, written notification to
DPI's BellSouth Account Executive is required. If DPI decides to cancel after ten
(10) business days from receipt of the branding order, DPI shall pay all charges per
the order.
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Branding via Originating Line Number Screening (OLNS)

BellSouth Branding, Unbranding and Custom Branding are also available for
Directory Assistance, Operator Call Processing or both via OLNS software, When
utilizing this method of Unbranding or Custom Branding DPI shall not be required
to purchase dedicated trunking,

BellSauth Branding is the default branding offering.

For BellSouth to provide Unbranding or Custom Branding via OLNS software for
Operator Call Processing or for Directory Assistance DPI must have its Operating
Company Number ("OCN(s)") and telephone numbers reside in BellSouth's LIDB;
however, a BellSouth LIDB Storage Agreement is not required. To Implement
Unbranding and Custom Branding via OLNS software, DPI must submit a manual
order form which requires, among other things, DPI's OCN and a forecast for the
traffic volume anticipated for each BellSouth TOPS during the peak busy hour.
DPI shall provide updates to such forecast on a quarterly basis and at any time
such forecasted traffic volumes are expected to change significantly, Upon DPI's
purchase of Unbranding and Custom Branding using OLNS software for any
particular TOPS, all DPI end users served by that TOF 3 will receive the
Unbranded "no announcement” or the Custom Branded announcement.

Rates for Unbranding and Custom Branding via OLNS software for Directory
Assistance and for Operator Call Processing are as set forth in Exhibit E of this
Attachment. In addition to the charges for Unbranding and Custom Branding via
OLNS software, DPI shall continue to pay BellSouth applicable labor and other
charges for the use of BellSouth's Directory Assistance and Call Processing
platforms as set forth in Exhibit E of this Attachment.

Selective Call Routing using Line Class Codes (SCR-LCC)

Where DPI resells BellSouth's services and utilizes an operator services provider
other than BellSouth, BellSouth will route DPI's end user calls to that provider
through Selective Call Routing.

Selective Call Routing using Line Class Codes (SCR-LCC) provides the capability
for DPI to have its OCP/DA calls routed to BellSouth's OCP/DA platform for
BellSouth provided Custom Branded or Unbranded OCP/DA or to its own or an
alternate OCP/DA platform for Self-Branded OCP/DA. SCR-LCC is only
available if line class code capacity is available in the requested BellSouth end
office switches.

Custom Branding for Directory Assistance is not available for certain classes of
service, including but not limited to Hotel/Motel services, WATS service and
certain PBX services.
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Where available, DPI specific and unique line class codes are programmed in each
BellSouth end office switch where DPI intends to service end users with
customized OCP/DA branding. The line class codes specifically identify DPI's end
users 5o OCP/DA calls can be routed over the appropr iate trunk group to the
requested OCP/DA platform. Additional line class codes are required in each end
office if the end office serves multiple NPAs (i.e., a unique LCC is required per
NPA), and/or if the end office switch serves multiple rate areas and DP1 intends to
provide DPI-branded OCP/DA to its end users in these multiple rate areas.

BellSouth Branding is the defzult branding offering.

SCR-LCC supporting Custom Branding and Self Branding require DPI to order
dedicated transport and trunking from each BellSouth end office identified by DP]I,
either to the BellSouth Traffic Operator Position System (TOPS) for Custom
Branding or to the DPI Operator Service Provider for Self Branding. Separate
trunk groups are required for Operator Services and for Directory Assistance.
Rates for transport and trunks are set forth in applicable BellSouth Tariffs.

The rates for SCR-LCC are as set forth in Exhibit E of this Attachment. There is
a nonrecurring charge for the establishment of each Line Class Code in each
BellSouth central office,

Unbranded Directory Assistance and/or Operator Call Processing calls ride
common trunk groups provisioned by BellSouth from those end offices identified
by DPI to the BellSouth Tops. The calls are routed to "No Announcement.”

Customized Branding includes charges for the recording of the branding
announcement and the loading of the audio units in each TOPS Switch and
Network Applications Vehicle (NAV) equipment for which DPI requires service.

Directory Assistance customized branding uses:

the recording of DPI

the loading of the recording in each switch.
Operator Call Processing customized branding uses:
the recording of DP1

the loading of the recording in each switch.

the loading on the Network Applications Vehicle (NAV). All NAV shelves within
the region where the customer is offering service must be loaded.
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Line Information Database (LIDB)

BellSouth will store in its Line Information Database (LIDBY) records relating to
service only in the BellSouth region. The LIDB Storage Agreement is included in
this Attachment as Exhibit B,

BellSouth will provide LIDB Storage upon written request to DPI’s Account
Manager stating a requested activation date.

RAO Hosting
RAO Hosting is not required for resale in the BellSoutn region.
Optional Daily Usage File (ODUF)

The Optional Daily Usage File (ODUF) Agreement with terms and conditions is
included in this Attachment as Exhibit C. Rates for ODUF are as set forth in
Exhibit E of this Attachment.

BellSouth will provide ODUF service upon written request to its Account
Manager stating a requested activation date.

Enhanced Optional Daily Usage File (EODUF)

The Enhanced Optional Daily Usage File (EODUF) service Agreement with terms
and conditions is included in this Attachment as Exhibit D. Rates for EODUF are
as set forth in Exhibit E of this Attachment.

BellSouth will provide EODUF service upon written request to its Account
Manager stating a requested activation date.

Version 1Q03: 02/28/03



Exhibit PLF-2
Page 35 of 77

£0/ST/T0 €00[ DOBIA

"SE516 PUE S551J6 [ENIIS0 UIENS0 Ul S]GE[IEAR 10U 21E S3IAI9S SHOUESIIMUIL00A[3) [0 PUE 23U2goXa [200] S,[IN0S]|9f JO Wos K3
‘Apdsup Gnog|og 4q papiroid usaq 31 pry uonowold siy3 10§ poy1jenb aAry PIRom Oym SIs(] puy 03 AJUO S|qe(ieAe Spewwl 3q [ suonoutoxd 'oesal 10y Jjqejieae a1agM| T
] “3OIATSS poloIRIpuRIs o4) JO S15qUIIsqNs JUNSIXA 0] A[UD PJOSII 3q UBD SIVIAIIS pardmejpumaly;  °1
1T T 1 [ — T 7T I R
T [P ESTVES
°N SA N A oN S3A ON A ON SSA ON SR ON A ON X N o JGIEN 2NN SPISTLIE T
(SVLAIOAS 55300y
X SA ON A S2A SR SIR LA K SA =X A A S2A SA S3X A S suoqdap ], JNand|z1
Apiqeiod QNN
ON SA ON S9A ON SoA ON SeA ON oA ON SBA ON S3A ON S ON A | -89) emy e pUL| [
oN | SA | SX TSA | B& [ SA | ®BA | A | %A | ®A | ®& | ©A | ©A [ OK | SX | BK | ©A | 94 | S8wi)moy N0l
soarel) 5Oy
ON SA ON A ON, A oON oA ON 24 ON SSA ON A ON SSA ON A HUIsqng [P 6
ON A ON A ON X ON A ON oA ON SPA ON S3X ON S ON Rl SNTALRE AIQPON] 8
ON KA ON San SN A ON S ON S2A ON SPA ON S ON S2A N SA 8@:%8»2 L
A X ON ON 24 SOA A A ON ON ON ON sak oK SA SBA X SBX SORE 1IN} ¢
S3X S SPA QX QX s X s X 534 ON ON S3A SSA SIA SA SR SA S S3X SRS 116H/116] §
SRS
SBA A A DA SPA A S8 SeA A 2R ON ON S3aA AL A s34 SA SSA dn yurypmgy ¢
(Z 910N) sheq
ON RA ON 37 oN A oN 594 ON =74 ON oA oN SIK ON 53X aN Sax 06 > ~ suonowosdl ¢
(zawoN)sheq
X K 2R =3 § =3 % IR LER X =3 § SIA S3X =3 % =34 S Sox SIA =4 sox 06 < - ssonowoad} 7
(1 0N s20105]
SoX A SSA Sap SXA SOA SIA SOA S2A SAA 94 SR 53X |A SeA X SIA SA pRIYYpURID {
10NOOSI(Y| 21esTY |1INCISI(T | 91eSIY | 1unoosi( | ofesay |1moosi(l | 31esay [ 1unoosi(] | aessy 30n0osK(] | 91esoy [ Iumoosy(] |21 esay [Juncosi(] [aTesoy 3unoosI(] | Alesy aowieg 3o adAy
NL Js ON S v AR YD 14 v i
(€ 230N) ATVSIY Y04 TTAVTIVAV SADIIAWEAS NO SNOLLVLIATT ANV SNOISNIOXA
Y uqmxyg
91 2884

] JuSIgIENY




Exhibit PLF-2
Page 36 of 77

Attachment 1
Page 17
Exhibit B
LINE INFORMATION DATA BASE (LIDB)
RESALE STORAGE AGREEMENT
L Definitions (from Addendum)
A. Billing number - & number used by BeliSouth for the purpose of identifying an account
liable for charges. This number may be a line or a special billing number.
B. Line number - a ten-digit number assigned by BeliSouth that identifies a telephone line
associated with a resold local exchange service.
C. Special billing number - a ten-digit number that identifies a billing account established
by BellSouth in connection with a resold local exchange service.
D. Calling Card number - a billing number plus PIN number assigned by BellSouth.
E. PIN number - a four-digit security code assigned by BellSouth that is added to a billing
number to compose a fourteen-digit calling card number.
F. Toll billing exception indicator - associated with a billing number to indicate that it is
considered invalid for billing of collect calls or third number calls or both, by DPI.
G. Billed Number Screening - refers to the query service used to determine whether a toll
billing exception indicator is present for a particular billing number.
H. Calling Card Validation - refers to the query service used to determine whether a
particular calling card number exists as stated or otherwise provided by a caller.
I Billing number information - information about billing number or Calling Card number
as assigned by BellSouth and toll billing exception indicator provided to BellSouth by
DPIL.
J. Get-Data - refers to the query service used to determine, at a minimum, the Account

Owner and/or Regional Accounting Office for a line number. This query service may
be modified to provide additional information in the future,

K. Originating Line Number Screening ("OLNS") - refers to the query service used to
determine the billing, screening and call handling indicators, station type and Account
Owner provided to BellSouth by DPI for originating line numbers.

L. Account Owner - name of the local exchange telecommunications company that is
providing dialtone on a subscriber line,
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1L General
A. This Agreement sets forth the terms and conditions pursuant to which BellSouth

agrees to store in its LIDB certain information at the request of DPI and pursuant to
which BellSouth, its LIDB customers and DPI shall have access to such information.
In addition, this Agreement sets forth the terms and conditions for DPI’s provision of
billing number information to BellSouth for inclusion in BellSouth’s LIDB. DPI
understands that BellSouth provides access to information in its LIDB to various
telecommunications service providers pursuant to applicable tariffs and agrees that
information stored at the request of DPI, pursuant to this Agreement, shall be available
to those telecommunications service providers. The terms and conditions contained
herein shall hereby be made a part of this Resale Agreemer.t upon notice to DPI’s
account team and/or Local Contract Manager activate this LIDB Storage Agreement.
The General Terms and Conditions of the Resale Agreement shall govern this LIDB
Storage Agreement. The terms and conditions contained in the attached Addendum
are hereby made a part of this LIDB Storage Agreement as if fully incorporated herein.

B. BellSouth will provide responses to on-line, call-by-call queries to billing number
information for the following purposes:

1. Billed Number Screening

BeliSouth is authorized to use the billing number information to determine whether
DPI has identified the billing number as one that should not be billed for collect or
third number calls,

2. Calling Card Validation

BeliSouth is authorized to validate a 14-digit Calling Card number where the first
10 digits are a line number or special billing number assigned by BellSouth, and
where the last four digits (PIN) are a security code assigned by BeliSouth.

3. OLNS

BellSouth is authorized to provide originating line screening information for billing
services restrictions, station type, call handling indicatnrs, presubscribed
interLATA and local carrier and account owner on the lines of DPI from which a
call originates.

4. GetData

BeliSouth is authorized to provide, at a minimusm, the account owner and/or
Regional Accounting Office information on the lines of DPI indicating the local
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DPI in accordance with the tax provisions set forth in the General Terms and

Conditions of this Agreement.
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tiona sage File
1 Upon written request from DPI, BeliSouth will provide the Optional Daily Usage File
(ODUF) service to DPI pursuant to the terms and conditions set forth in this section.
2. DPI shall furnish all relevant information required by BellSouth for the provision of the
ODUF,
3 The ODUF feed will contain billable messages that were carried over the BeliSouth

Network and processed in the BellSouth Billing System, but billed 10 a DPI customer.

4, Charges for ODUF will appear on DPI’s monthly bills, The charges are as set forth in
Exhibit E to this Attachment, ODUF charges are billed once a month for the previous
month's usage. DPI will be billed at the ODUF rates that are in effect at the end of the
previous month.

5. The ODUF feed will contain both rated and unrated messages. All messages will be in
the standard Alliance for Telecommunications Industry Solutions (ATIS) EMI record
format.

6. Messages that error in  DPI's billing system will be the responsibility of DPL 1If,

however, DPI should encounter significant volumes of errored messages that prevent
processing by DPI within its systems, BellSouth will work with DPI to determine the
source of the errors and the appropriate resolution,

6. The following specifications shall apply to the ODUF feed.
6.1 ODUF Message to be Transmitted
6.1.1 The following messages recorded by BeliSouth will be transmitted to DPL:

- Message recording for per use/per activation type services (examples: Three Way
Calling, Verify, Interrupt, Call Return, etc.)

- Measured billable Local
- Directory Assistance messages

- IntralATA Toll

~  WATS and 800 Service
- NIl
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- Information Service Provider Messages
- Operator Services Messages
- Credit/Cancel Records
- Usage for Voice Mail Message Service
6.1.2 Rated Incollects (originated in BellSouth and from other companies) can also be on

ODUF. Rated Incollects will be intermingled with BellSouth recorded rated and
unrated usage. Rated Incollects will not be packed separrtely.

6.1.3 BellSouth will perform duplicate record checks on records processed to ODUF. Any
duplicate messages detected will be deleted and not sent to DPL

6.1.4 In the event that DPI detects a duplicate on ODUF they receive from BellSouth, DPI
will drop the duplicate message and will not return the duplicate to BellSouth).

6.2 ODUF Physical File Characteristics

6.2.1 The ODUF will be distributed to DPI via CONNECT:Direct or Secure File Transfer
Protocol (FTP) or another mutually agreed medium, The ODUF feed will be a
variable block format. The data on the ODUF feed will be in a non-compacted EMI
format (175 byte format plus modules). It will be created on a daily basis Monday
through Friday except holidays. Details such as dataset name and delivery schedule
will be addressed during negotiations of the distribution medium. There will be a
maximum of one dataset per workday per OCN,

6.2.2 Data circuits (private line or dial-up) will be required between BeliSouth and DPI for
the purpose of data transmission when utilizing CONNECT:Direct. Where a
dedicated line is required, DPI will be responsible for ordering the circuit, overseeing
its installation and coordinating the installation with BellSouth. DPI will also be
responsible for any charges associated with this line. Equipment required on the
BellSouth end to attach the line to the mainframe computer and to transmit data will
be negotiated on an individual case basis. Where a dial-up facility is required, dial
circuits will be installed in the BellSouth data center by BellSouth and the associated
charges assessed to DPI. Additionally, all message toll charges associated with the use
of the dial circuit by DPI will be the responsibility of DPI. Associated equipment on
the BellSouth end, including a modem, will be negotiated on an individual case basis
between the Parties. All equipment, including modems and software, that is required
on DPI end for the purpose of data transmission will be the responsibility of DPI.

6.2.3 1f DPI utilizes Secure File Transfer Protocol (FTP) for data file transmission, purchase
ofthe Secure File Transfer Protocol (FTP) software will be the responsibility of DPI.
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6.3 DUF Packi ifications
6.3.1 A pack will contain 2 minimum of one message record or a maximum of 99,999

message records plus a pack header record and a pack trailer record. One
transmission can contain a maximum of 99 packs and a minimum of one pack.

6.3.2 The OCN, From RAQ, and Invoice Number will control the invoice sequencing. The
From RAO will be used to identify to DPl which BellSouth RAO is sending the
message. BellSouth and DP1 will use the invoice sequencing to control data exchange.
BellSouth will be notified of sequence failures identified by DPI and resend the data as
appropriate.

The data will be packed using ATIS EMI records.

6.4 ODUF Pack Rejection

6.4.1 DPI will notify BellSouth within one business day of rejected packs (via the mutually
agreed medium). Packs could be rejected because of pack sequencing discrepancies or
a critical edit failure on the Pack Header or Pack Trailer records (i.e. out-of-balance
condition on grand totals, invalid data populated). Standard ATIS EMI Error Codes
will be used. DPI will not be required to return the actual rejected data to BellSouth.
Rejected packs will be corrected and retransmitted to DP1 by BellSouth.

6.5 ODUF Control Data

DPI will send one confirmation record per pack that is received from BeliSouth. This
confirmation record will indicate DPI received the pack and the acceptance or
rejection of the pack. Pack Status Code(s) will be populated using standard ATIS
EMI error codes for packs that were rejected by DPI for reasons stated in the above
section,

6.6 ODUF Testing

6.6.1 Upon request from DPI, BellSouth shall send test files to DPI for the ODUF. The
Parties agree to review and discuss the file's content and/or format. For testing of
usage results, BeliSouth shall request that DPI set up a production (live) file, The live
test may consist of DPI’s employees making test calls for the types of services DPI
requests on the ODUF. These test calls are logged by DPI, and the logs are provided
to BellSouth. These logs will be used to verify the files. Testing will be completed
within 30 calendar days from the date on which the initial test file was sent.
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Epnhanced Qptional Daily Usage File

Upon written request from DPI, BellSouth will provide the Enhanced Optional Daily
Usage File (EODUF) service to DPI pursuant to the terms and conditions set forth in
this section. EODUF will only be sent to existing ODUF subscribers who request the
EODUF option.

DPI shall furnish all relevant information required by BellSouth for the provision of the
EODUF.

The EODUF will provide usage data for local calls originating from resold Flat Rate
Business and Residential Lines.

Charges for delivery of the EODUF will appear on DPI's monthly bills,. EODUF
charges are billed at the EODUF rates that are in effect at the end of the previous
month. The charges are as set forth in Exhibit E to this Attachment.

All messages will be in the standard Alliance for Telecommunications Industry
Solutions (ATIS) EMI record format.

Messages that error in the billing system of DPI will be the responsibifity of DPI. If,
however, DPI should encounter significant volumes of errored messages that prevent
processing by DPI within its systems, BellSouth will work with DPI to determine the
source of the errors and the appropriate resolution.

The following specifications shall apply to the EODUF feed,

Usage To Be Transmitted

The following messages recorded by BellSouth will be transmitted to DPI:

Customer usage data for flat rated local call originating from DPI’s End User lines
(1FB or 1FR). The EODUF record for flat rate messages will include:

Date of Call
From Number
To Number
Connect Time

Conversation Time
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Method of Recording
From RAQO
Rate Class
Message Type
Billing Indicators
Bill to Number

BellSouth will perform duplicate record checks on EODU’ records processed to O
DUF. Any duplicate messages detected will be deleted and not sent to DPI.

In the event that DPI detects a duplicate on EODUF they receive from BellSouth, DPI
will drop the duplicate message (DPI will not return the duplicate to BellSouth),

Physical File Characteristics

The EODUF feed will be distributed to DPI via Connect: Direct, Secure File Transfer
Protocol (FTP)or another mutually agreed medium. The EODUF messages will be
intermingled among DPI’s Optional Daily Usage File (ODUF) messages. The EODUF
will be a variable block format. The data on the EODUF will be in a non-compacted
EMI format (175 byte format plus modules). It will be created on a daily basis
Monday through Friday except holiday.

Data circuits (private line or dial-up) may be required between BellSouth and DPI for
the purpose of data iransmission as set forth in Section 6,2.2 above.

If DP1 utilizes Secure File Transfer Protocol (FTP)for data file transmission, purchase
of the Secure File Transfer Protocol (FTP)software will be the responsibility of DPI.

Packing Specifications

A pack will contain a minimum of one message record or a maximum of 99,999
message records plus a pack header record and a pack tra’ler record. One
transmission can contain a maximum of 99 packs and a minimum of one pack.

The OCN, From (RAO), and Invoice Number will control the invoice sequencing.
The From RAO will be used to identify to DPI which BellSouth RAO is sending the
message, BellSouth and DPI will use the invoice sequencing to control data exchange.
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BILLING

PAYMENT AND BILLING ARRANGEMENTS

The terms and conditions set forth in this Attachment shalil apply to all services
ordered and provisioned pursuant to this Agreement.

Billing. BellSouth will bill through the Carrier Access Billing System (CABS),
Integrated Billing System (1BS) and/or the Customer Records Information System
(CRIS) depending on the particular service(s) provided to DPI under this
Agreement. BellSouth will format all bills in Carrier Billing Output Specification
(CBOS) Standard or CLUB/EDI format, depending on the type of service
provided. For those services where standards have not yet been developed,
BellSouth’s billing format will change as necessary when standards are finalized by
the applicable industry forum.

For any service(s) BellSouth receives from DPI, DPI shall bill BellSouth in CBOS
format.

Any switched access charges associated with interexchange carrier access to the
resold local exchange lines will be billed by, and due to BeliSouth.

BellSouth will render bills each month on established bill days for each of DPI's
accounts. If either Party requests multiple billing media or additional copies of the
bills, the billing Party will provide these at a reasonable cost.

BellSouth will bill DP1 in advance for all services to be provided during the
ensuing billing period except charges associated with service usage and
nonrecurring charges, which will be billed in arrears,

Charges for services will be calculated on an individual End User account level,
including, if applicable, any charge for usage or usage allowances. BellSouth will
also bill DPI, and DPI will be responsible for and remit to BellSouth, all charges
applicable to said services including but not limited to 911 and E911 charges, End
Users common line charges, federal subscriber line charges, telecommunications
relay charges (TRS), and franchise fees, unless otherwise ordered by a
Commission.

BellSouth will not perform billing and collection services for DP1 as a result of the
execution of this Agreement.

In the event that this Agreement or an amendment to this Agreement effects a rate
change to recurring rate elements that are billed in advance, BellSouth will make
an adjustment to such recurring rates billed in advance at the previously effective
rate. The adjustment shall reflect billing at the new rates from the Effective Date
of the Agreement or amendment.
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1.2 Establishing Accounts. After submitting a credit profile and deposit, if required,

and after receiving certification as a local exchange carrier from the appropriate
regulatory agency, DPI will provide the appropriate BellSouth advisory teamvlocal
contract manager the necessary documentation to enable BellSouth to establish
accounts for Local Interconnection, Network Elements and Other Services,
Collocation and/or resold services. Such documentation shall include the
Application for Master Account, if applicable, proof of authority to provide
telecommunications services, the appropriate Operating Company Numbers
(OCN) for each state as assigned by the National Exchange Carriers Association
(NECA), Carrier Identification Code (CIC), Access Customer Name and
Abbreviation (ACNA), Blanket Letter of Authorization (I.OA), Misdirected
Number form, and a tax exemption certificate, if applicable. Notwithstanding
anything to the contrary in this Agreement, DPI may not order services under a
new account established in accordance with this Section 1.2 until 30 days after all
information specified in this Section 1.2 is received from DPI.

1.2.1 QOCN. If DPI needs to change its OCN(s) under which it operates when DPI has
already been conducting business utilizing those OCN(s), DPI shall bear all costs
incurred by BeliSouth to convert DPI to the new OCN(s). OCN conversion
charges include all time required to make system updates to all of DPI’s End User
customer records and will be handled by the BFR/NBR process.

1.2.2 Payment Responsibility. Payment of all charges will be the responsibility of DPL.
DPI shall make payment to BellSouth for all services billed. Payments made by
DP1I to BellSouth as payment on account will be credited to DPI's accounts
receivable master account. BellSouth will not become involved in billing disputes
that may arise between DPI and DPI's customer.

1.3 Payment Due. Payment for services provided is due on or before the next bill date
in immediately available funds. Payment is considered to have been made when
received by BellSouth.

1.4 Due Dates. 1f the payment due date falls on a Sunday or on a holiday that is
observed on a Monday, the payment due date shall be the first non-holiday day
following such Sunday or holiday. If the payment due date falls on a Saturday or
on a holiday which is observed on Tuesday, Wednesday, Thursday, or Friday, the
payment due date shall be the last non-holiday day preceding such Saturday or
holiday. 1f payment is not received by the payment due date, a late payment
charge, as set forth in Section 1.6, below, shall apply.

1.5 ['ax Exemption. Upon BellSouth’s receipt of tax exemption certificate, the total
amount billed to DPI will not include those taxes or fees from which DPI is
gxempt. DPI will be solely responsible for the computation, tracking, reporting
and payment of all taxes and like fees associated with the services provided to the
End User of DPL
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1.6 Late Payment. If any portion of the payment is not received by BellSouth on or

before the payment due date as set forth preceding, or if any portion of the
payment is received by BellSouth in funds that are not immediately available to
BellSouth, then a late payment charge shall be due to BellSouth. The late payment
charge shall be the portion of the payment not received by the payment due date
multiplied by a late factor and will be applied on a per bill basis. The late factor
shall be as set forth in Section A2 of the General Subscriber Services Tariff,
Section B2 of the Private Line Service Tariff or Section E2 of the Intrastate
Access Tariff, as appropriate. In addition to any applicable late payment charges,
DPI may be charged a fee for all returned checks as set forth in Section A2 of the
General Subscriber Services Tariff or pursuant to the applicable state law,

1.7 Discontinuing Seyvice to DP1. The procedures for discontinuing service to DPI
are as follows;

1.7.1 BellSouth reserves the right to suspend or terminate service in the event of
prohibited, unlawful or improper use of BellSouth facilities or service, abuse of
BellSouth facilities, or any other violation or noncompliance by DPI of the rules
and regulations of BellSouth’s tariffs.

1.7.2 BellSouth reserves the right to suspend or terminate service for nonpayment. If
payment of amounts not subject to 2 billing dispute, as described in Section 2, is
not received by the bill date in the month after the original bill date, BellSouth will
provide written notice to DPI that additional applications for service may be
refused, that any pending orders for service may not be completed, and/or that
access to ordering systems may be suspended if payment of such amounts, and all
other amounts not in dispute that become past due before refusal, incompletion or
suspension, is not received by the fifteenth day following the date of the notice. In
addition, BellSouth may, at the same time, provide written notice to the person
designated by DPI to receive notices of noncompliance that BellSouth may
discontinue the provision of existing services to DPI if payment of such amounts,
and all other amounts not in dispute that become past due before discontinuance, is
not received by the thirtieth day following the date of the initial notice.

1.7.3 In the case of discontinuance of services, all billed charges, as well as applicable
termination charges, shall become due.

1.7.4 Discontinuance of service on DPI's account will effect a discontinuance of service
to DPI's End Users. BellSouth will reestablish service for DP1 upon payment of all
past due charges and the appropriate connection fee subject to BeliSouth's normal
application procedures. DPI is solely responsible for notifying the End User of the
discontinuance of the service. If within fifteen (15) days after DPI's service has
been discontinued and no arrangements to reestablish service have been made
consistent with this subsection, DPI's service will be disconnected.
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1.8 Deposit Policy. DPI shall complete the BellSouth Credit Profile and provide
information to BellSouth regarding credit worthiness. Based on the results of the
credit analysis, BellSouth reserves the right to secure the account with a suitable
form of security deposit. Such security deposit shall take the form of cash, an
Irrevocable Letter of Credit (BellSouth form), Surety Bond (BellSouth form) or, in
BeilSouth’s sole discretion, some other form of security proposed by DPI. Any
such security deposit shall in no way release DP] from its obligation to make
complete and timely payments of its bill. DP] shall pay any applicable deposits
prior 1o the inauguration of service. If, in the sole opinion of BellSouth,
circumstances so warrant and/or gross monthly billing has increased beyond the
level initially used to determine the level of security deposit, BellSouth reserves the
right to request additional security and/or file a Uniform Commercial Code (UCC-
1) security interest in DPI's “accounts receivables and proceeds.” Interest on a
security deposit, if provided in cash, shall accrue and be paid in accordance with
the terms in the appropriate BellSouth tariff. Security deposits collected under this
Section shall not exceed two months' estimated billing. In the event DPI fails to
remit to BellSouth any deposit requested pursuant to this Section, service to DPI
may be terminated in accordance with the terms of Section 1.7 of this Attachment,
and any security deposits will be applied to DPI's account(s). In the event DPI
defaults on its account, service to DPI will be terminated in accordance with the
terms of Section 1.7 above, and any security deposits will be applied to DPI’s
account,

1.9 Notices. Notwithstanding anything to the contrary in this Agreement, all bills and
notices regarding billing matters, including notices relating to security deposits,
disconnection of services for nonpayment of charges, and rejection of additional
orders from DPI, shall be forwarded to the individual and/or address provided by
DP1 in establishment of its billing account(s) with BellSouth, or to the individual
and/or address subsequently provided by DPI as the contact for billing information.
All monthly bills and notices described in this Section shall be forwarded to the
same individual and/or address; provided, however, upon written request from DPI
to BeliSouth's billing organization, the notice of discontinuance of services
purchased by DP1 under this Agreement provided for in Section 1.7.2 of this
Attachment shall be sent via certified mail to the individual(s) listed in the Notices
provision of the General Terms and Conditions of this Agreement.

1.10 Rates. Rates for Optional Daily Usage File (ODUF), Access Daily Usage File
(ADUF), Enhanced Optional Daily Usage File (EODUF) and Centralized Message
Distribution Service (CMDS) are set out in Exhibit A to this Attachment. Ifno
rate is identified in this Attachment, the rate for the specific service or function will
be as set forth in the applicable BellSouth tariff or as negotiated by the Parties
upon request by either Party.

2. BILLING DISPUTES
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Each Party agrees to notify the other Party in writing upon the discovery of a
billing dispute. DPI shall report all billing disputes to BellSouth using the Billing
Adjustment Request Form (RF 1461) provided by BellSouth. In the event ofa
billing dispute, the Parties will endeavor to resolve the dispute within sixty (60)
calendar days of the notification date. 1f the Parties are unable within the 60 day
period to reach resolution, then the aggrieved Party may pursue dispute resolution
in accordance with the General Terms and Conditions of this Agreement,

For purposes of this Section 2, a billing dispute means a reported dispute of a
specific amount of money actually billed by either Party. The dispute must be
clearly explained by the disputing Party and supported by written documentation,
which clearly shows the basis for disputing charges. A billing dispute will not
include the refusal to pay all or part of a bill or bills when no written
documentation is provided to support the dispute, nor shall a billing dispute
include the refusal to pay other amounts owed by the billed Party until the dispute
is resolved. Claims by the billed Party for damages of any kind will not be
considered a billing dispute for purposes of this Section. If the billing dispute is
resotved in favor of the billing Party, the disputing Party will make immediate
payment of any of the disputed amount owed to the billing Party or the billing
Party shall have the right to pursue normal treatment procedures. Any credits due
to the disputing Party, pursuant to the billing dispute, will be applied to the
disputing Party's account by the billing Party immediately upon resolution of the
dispute.

If a Party disputes a charge and does not pay such charge by the payment due date,
or if a payment or any portion of a payment is received by either Party after the
payment due date, or if 3 payment or any portion of a payment is received in funds
which are not immediately available to the other Party, then a late payment charge
and interest, where applicable, shall be assessed. For bills rendered by either Party
for payment, the late payment charge for both Parties shall be calculated based on
the portion of the payment not received by the payment due date multiplied by the
late factor as set forth in the following BellSouth tariffs: for services purchased
from the General Subscribers Services Tariff for purposes of resale and for ports
and non-designed loops, Section A2 of the General Subscriber Services Tariff; for
services purchased from the Private Line Tariff for purposes of resale, Section B2
of the Private Line Service Tariff; and for designed network elements and other
services and local interconnection charges, Section E2 of the Access Service
Tariff. The Parties shall assess interest on previously assessed late payment
charges only in a state where it has the authority pursuant to its tariffs,

RAO HOSTING

RAO Hosting, Calling Card and Third Number Settlement System (CATS) and
Non-Intercompeny Settlement Systern (NICS) services provided to DPI by
BellSouth will be in accordance with the methods and practices regularly applied
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by BellSouth to its own operations during the term of *his Agreement, including
such revisions as may be made from time to time by BeliSouth,

DPI shall furnish all relevant information required by BellSouth for the provision of
RAO Hosting, CATS and NICS.

Charges or credits, as applicable, will be applied by BellSouth to DP1 on a monthly
basis in arrears. Amounts due (excluding adjustments) are payable within thirty
(30) days of receipt of the billing statement,

DPI must have its own unique hosted RAO code. Where BellSouth is the selected
CMDS interfacing host, DPI must request that BellSouth establish a unique hosted
RAO code for DPI. Such request shall be in writing to the BellSouth RAO
Hosting coordinator and must be submitted at least eight (8) weeks prior to
provision of services pursuant to this Section, Services shall commence on a date
mutually agreed by the Parties.

BellSouth will receive messages from DPI that are to be processed by BellSouth,
another LEC in the BellSouth region or a LEC outside the BellSouth region. DP1
shall send all messages to BellSouth no later than sixty (60) days after the message
date.

BellSouth will perform invoice sequence checking, standard EMI format editing,
and balancing of message data with the EMI trailer record counts on all data
received from DPI.

Al data received from DPI that is to be processed or billed by another LEC within
the BellSouth region will be distributed to that LEC in accordance with the
Agreement(s) in effect between BellSouth and the involved LEC.

All data received from DPI that is to be placed on the CMDS network for
distribution outside the BellSouth region will be handled in accordance with the
agreement(s) in effect between BellSouth and its connecting contractor,

BellSouth will receive messages from the CMDS network that are destined to be
processed by DPI and will forward them to DPI on a daily basis for processing.

Transmission of message data between BellSouth and DPI will be via
CONNECT:Direct or Secure File Transfer Protocol (FTP).

Data circuits (private line or dial-up) will be required between BellSouth and DP]
for the purpose of data transmission when utilizing CONNECT:Direct. Where a
dedicated line is required, DPI will be responsible for ordering the circuit and
coordinating the installation with BellSouth. DPI is responsible for any charges
associated with this line. Equipment required on the BellSouth end to attach the
line to the mainframe computer and to transmit data will be negotiated on an
individual case basis. Where a dial-up facility is required, dial circuits will be

Version 1Q03: 02/28/03



3.10.2

3.1l

312

3.13

3.14

3.15

3.16

Exhibit PLF-2
Page 61 of 77

Attachment 7
Page 9

installed in the BellSouth data center by BellSouth and the associated charges
assessed to DP1. Additionally, all message toll charges associated with the use of
the dial circuit by DPI will be the responsibility of DPI. Associated equipment on
the BellSouth end, including a modem, will be negatiated on an individual case
basis between the Parties. All equipment, including modems and software, that is
required on the DPI end for the purpose of data transmission will be the
responsibility of DPI.

1f DPI utilizes Secure File Transfer Protocol for data file transmission, purchase of
the Secure File Transfer Protocol software will be the responsibility of DP1.

All messages and related data exchanged between BellSouth and DP1 will be
formatted for EMI formatted records and packed between appropriate EMI header
and trailer records in accordance with accepted industry standards.

DP1 will maintain recorded message detail necessary to recreate files provided to
BellSouth for a period of three (3) calendar months beyond the related message
dates.

Should it become necessary for DPI to send data to BellSouth more than sixty (60)
days past the message date(s), DPI will notify BellSouth in advance of the
transmission of the data. BellSouth will work with its connecting contractor and/or
DPI, where necessary, to notify all affected LECs.

In the event that data to be exchanged between the two Parties should become lost
or destroyed, the Party responsible for creating the data will make every effort to
restore and retransmit such data. If the data cannot be retrieved, the Party
responsible for losing or destroying the data will be liable to the other Party for any
resulting lost revenue, Lost revenue may be a combination of revenues that could
not be billed to the End Users and sssociated access revenues. Both Parties will
work together to estimate the revenue amount based upon historical data through
a method mutually agreed upon. The resulting estimated revenue loss will be paid
by the responsible Party to the other Party within three (3) calendar months of the
resolution of the amount owed, or as mutually agreed upon by the Parties.

Should an error be detected by the EMI format edits performed by BellSouth on
data received from DPI, the entire pack containing the affected data will not be
processed by BellSouth. BeliSouth will notify DPI of the error. DPI will correct
the error(s) and will resend the entire pack to BellSouth for processing. In the
gvent that an out-of-sequence condition occurs on subsequent packs, DPI will
resend these packs to BellSouth after the pack containing the error has been
successfully reprocessed by BellSouth.

In association with message distribution service, BellSouth will provide DPI with
associated intercompany settlements reports (CATS and NICS) as appropriate,
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Notwithstanding anything in this Agreement to the contrary, in no case shall either
Party be liable to the other for any direct or consequential damages incurred as a
result of the obligations set out in this Section 3.

Intercompany Settlements Messages

Intercompany Settlements Messages facilitate the settlement of revenues
associated with traffic originated from or billed by DPI as a facilities based
provider of local exchange telecommunications services outside the BellSouth
region. Only traffic that originates in one Bell operating territory and bills in
another Bell operating territory i8 included. Traffic that originates and bills within
the same Bell operating territory will be settled on a local basis between DPI and
the involved company(ies), unless that company is paticipating in NICS,

Both traffic that originates outside the BellSouth region by DPI and is billed within
the BellSouth region, and traffic that originates within the BellSouth region and is
billed outside the BellSouth region by DPJ, is covered by CATS. Also covered is
traffic that either is originated by or billed by DPI, inv)lves a company other than
DPI, qualifies for inclusion in the CATS settlement, and is not originated or billed
within the BellSouth region (NICS).

Once DPI is operating within the BellSouth territory, revenues associated with
calls originated and billed within the BellSouth region will be settled via NICS.

BellSouth will receive the monthly NICS reports from Telcordia on behalf of DPI.
BellSouth will distribute copies of these reports to DPI on a monthly basis.

BellSouth will receive the monthly CATS reports from Telcordia on behalf of DPI.
BellSouth will distribute copies of these reports to DPI on a monthly basis.

BellSouth will collect the revenue earned by DPI from the Bell operating company
in whose territory the messages are billed via CATS, less a per message billing and
collection fee of five cents ($0.05), on behalf of DPI, BellSouth will remit the
revenue billed by DPI to the Bell operating company in whose territory the
messages originated, less a per message billing and collection fee of five cents
{$0.05), on behalf on DPL. These two amounts will be netted together by
BellSouth and the resulting charge or credit issued to DPI via a monthly Carrier
Access Billing System (CABS) miscellanepus bill.

BellSouth will collect the revenue earned by DPI within the BellSouth territory
from another CLEC also within the BellSouth territory (NICS) where the
messages are billed, less a per message billing and collection fee of five cents
($0.05), on behalf of DP1. BellSouth will remit the revenue billed by DPI within
the BeliSouth region to the CLEC also within the BeliSouth region, where the
messages originated, less a per message billing and collection fee of five cents
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(80.05). These two amounts will be netted together by BellSouth and the resulting
charge or credit issued to DPI via a monthly CABS miscellaneous bill.

BellSouth and DPI agree that monthly netted amounts of less than fifty dollars
(350.00) will not be settled.

OPTIONAL DAILY USAGE FILE

Upon written request from DPI, BellSouth will provide the Optional Daily Usage
File (ODUF) service to DPI pursuant to the terms and conditions set forth in this
section.

DPI shall furnish all relevant information required by BeliSouth for the provision of
the ODUF.

The ODUF feed will contain billable messages that were carried over the
BellSouth Network and processed in the BellSouth Billing System, but billed to a
DPI customer,

Charges for the ODUF will appear on DPIs’ monthly bills for the previous month’s
usage. The charges are as set forth in Exhibit A to this Attachment. DP] will be
billed at the ODUF rates that are in effect at the end of the previous month.

The ODUF feed will contain both rated and unrated messages. All messages will
be in the standard Alliance for Telecomumunications Industry Solutions (ATIS)
EMI record format,

Messages that error in the billing system of DPI will be the responsibility of DPI.
If, however, DPI should encounter significant volumes of errored messages that
prevent processing by DPI within its systems, BellSouth will work with DPI to
determine the source of the errors and the appropriate resolution,

The following specifications shall apply to the ODUF feed.
ODUF Messages to be Transmitted
The following messages recorded by BellSouth will be transmitted to DPL:

Message recording for per use/per activation type services (examples:
Three -Way Calling, Verify, Interrupt, Call Return, etc.)
Measured billable Local

Directory Assistance messages
IntraLATA Toll

WATS and 800 Service
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N11

Information Service Provider Messages

Operator Services Messages

Operator Services Message Attempted Calls (Network Element only)
Credit/Cancel Records

Usage for Voice Mail Message Service

Rated Incollects (messages BellSouth receives from other revenue accounting
offices) can also be on ODUF. Rated Incollects will be intermingled with
BellSouth recorded rated and unrated usage. Rated Incollects will not be packed
separately,

BellSouth will perform duplicate record checks on records processed to ODUF.
Any duplicate messages detected will be deleted and not sent to DP1.

In the event that DPI detects a duplicate on ODUF they receive from BellSouth,
DPI will drop the duplicate message and will not return the duplicate to BeliSouth.

ODUF Physical File Characteristics

ODUF will be distributed to DPI via CONNECT:Direct, Secure File Transfer
Protocol (FTP) or another mutually agreed medium. The ODUF feed will be a
variable block format. The data on the ODUF feed will be in a non-compacted
EMI format (175 byte format plus modules), It will be created on a daily basis
Monday through Friday except holidays. Details such as dataset name and delivery
schedule will be addressed during negotiations of the distribution medium. There
will be a maximum of one dateset per workday per OCN.

Data circuits (private line or dial-up) will be required vetween BellSouth and DP1
for the purpose of data transmission as set forth in Section 3.10.1 above.

If DPI utilizes Secure File Transfer Protocol (FTP) for data file transmission,
purchase of the Secure File Transfer Protoco] (FTP) software will be the
responsibility of DPL

ODUF Packing Specifications

A pack will contain a minimum of one message record or a maximum of 99,999
message records plus a pack header record and a pack trailer record. One
transmission can contain a maximum of 99 packs and a minimum of one pack.

The OCN, From RAQ, and Invoice Number will control the invoice sequencing.
The From RAO will be used to identify to DPI which BellSouth RAQ that is
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sending the message. BellSouth and DPI will use the invoice sequencing to
control data exchange. BellSouth will be notified of sequence failures identified by
DPI and resend the data as appropriate.

The data will be packed using ATIS EMI records.
ODUF Pack Rejection

DPI will notify BellSouth within one business day of rejected packs (via the
mutually agreed medium). Packs could be rejected because of pack sequencing
discrepancies or a critical edit failure on the Pack Header or Pack Trailer records
(i.e. out-of-balance condition on grand totals, invalid data populated). Standard
ATIS EMI error codes will be used, DPI will not be required to return the actual
rejected data to BellSouth, Rejected packs will be corrected and retransmitted to
DPI by BellSouth.

ODUF Control Data

DPI will send one confirmation record per pack that is received from BellSouth.
This confirmation record will indicate DPI's receipt of the pack and acceptance or
rejection of the pack. Pack Status Code(s) will be populated using standard ATIS
EMI error codes for packs that were rejected by DPI for reasons stated in the
above section.

ODUF Testing

Upon request from DPI, BellSouth shall send ODUF test files to DP1. The Parties
agree to review and discuss the ODUF content and/or format. For testing of usage
results, BellSouth shall request that DPI set up a production (live) file. The live
test may consist of DPI's employees making test calls for the types of services DPI
requests on ODUF. These test calls are logged by DPI, and the logs are provided
to BellSouth, These logs will be used to verify the files. Testing will be completed
within 30 calendar days from the date on which the initial test file was sent.

ACCESS DAILY USAGE FILE

Upon written request from DPI, BellSouth will provide the Access Daily Usage
File (ADUF) service to DPI pursuant to the terms and conditions set forth in this
section.

DP1 shall furnish all relevant information required by BeliSouth for the provision of
ADUF.

ADUF will contain access messages associated with » port that DPI has purchased
from BellSouth
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5.4 Charges for ADUF will appear on DPI’s monthly bills for the previous month’s
usage. The charges are as set forth in Exhibit A to this Attachment. DP] will be
billed at the ADUF rates that are in effect at the end of the previous month.

5.5 Messages that error in the billing system of DPI will be the responsibility of DPI.
If, however, DPI should encounter significant volumes of errored messages that
prevent processing by DPI within its systems, BellSouth will work with DPI to
determine the source of the errors and the appropriate resolution.

5.6 ADUF Messages To Be Transmitted
5.6.1 The following messages recorded by BeliSouth will be transmitted to DPI:
5.6.1.1 Recorded originating and terminating interstate and intrastate access records

associated with a port.

5.6.1.2 Recorded terminating access records for undetermined jurisdiction access records
associated with a port.

5.6.2 BellSouth will perform duplicate record checks on records processed to ADUF.
Any duplicate messages detected will be dropped and not sent to DPL.

5.6.3 In the event that DPI detects a duplicate on ADUF they receive from BeliSouth,
DPI will drop the duplicate message and will not return the duplicate to BellSouth.

5.6.4 ADUF Physical File Characteristics

5.6.4.1 ADUF will be distributed to DPI via CONNECT:Direct, Secure File Transfer

Protocol (FTP) or another mutually agreed medium. The ADUF feed will be a
fixed block format. The data on the ADUF feed will be in a non-compacted EMI
format (210 byte). It will be created on a daily basis Monday through Friday
except holidays. Details such as dataset name and delivery schedule will be
addressed during negotiations of the distribution medium. There will be a
maximum of one dataset per workday per OCN.

5.6.4.2 Data circuits (private line or dial-up) will be required between BeltSouth and DPI
for the purpose of data transmission as set forth in Section 3.10.1 above,

5.6.4.3 If DPI utilizes Secure File Transfer Protocol (FTP) for data file transmission,
purchase of the Secure File Transfer Protocol (FTP) software will be the
responsibility of DPI.

5.6.5 ADUF Packing Specifications

5.6.5.1 A pack will contain 2 minimum of one message record or a maximum of 99,999

message records plus a pack header record and a pack trailer record. One
transmission can contain a maximum of 99 packs and a minimum of one pack.
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The OCN, From RAOQ, and Invoice Number will control the invoice sequencing.
The From RAOQ will be used to identify to DPI which BellSouth RAO is sending
the message. BellSouth and DPI will use the invoice sequencing to control data
exchange. BellSouth will be notified of sequence failures identified by DP1 and
resend the data as appropriate.

The data will be packed using ATIS EMI records.
ADUF Pack Rejection

DP1 will notify BellSouth within one business day of rejected packs (via the
mutually agreed medium). Packs could be rejected because of pack sequencing
discrepancies ot a critical edit failure on the Pack Header or Pack Trailer records
(i.e. out-of-balance condition on grand totals, invalid data populated). Standard
ATIS EMI error codes will be used. DPI will not be required to return the actual
rejected data to BellSouth, Rejected packs will be corrected and retransmitted to
DPI by BellSouth.

ADUF Control Data

DPI will send one confirmation record per pack that is received from BellSouth,
This confirmation record will indicate DPI’s receipt of the pack and acceptance or
rejection of the pack. Pack Status Code(s) will be populated using standard ATIS
EMI error codes for packs that were rejected by DPI for reasons stated in the
above section,

ADUF Testing

Upon request from DPI, BellSouth shall send a test file of generic data to DPI via
Connect:Direct or Text File via E-Mail. The Parties agree to review and discuss
the test file's content and/or format.

ENHANCED OPTIONAL DAILY USAGE FILE ‘EODUF)

Upon written request from DP], BellSouth will provide the Enhanced Optional
Daily Usage File (EODUF) service to DPI pursuant to the terms and conditions set
forth in this section. EODUF will only be sent to existing ODUF subscribers who
request the EODUF option,

DPI shall farnish all relevant information required by BellSouth for the provision of
the Enhanced Optional Daily Usage File.

The Enhanced Optional Daily Usage File (EODUF) will provide usage data for
local calls originating from resold Flat Rate Business and Residential Lines.

Charges for delivery of the Enhanced Optional Daily Usage File will appear on
DPI's monthly bills for the previous month’s usage. The charges are as set forth in
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Exhibit A to this Attachment. DPI will be billed at the EODUF rates that are in
effect at the end of the previous month.

All messages will be in the standard Alliance for Telecommunications Industry
Solutions (ATIS) EMI record format.

Messages that error in the billing system of DPI will be the responsibility of DPI,
If, however, DPI should encounter significant volumes of errored messages that
prevent processing by DPI within its systems, BellSouth will work with DPI to
determine the source of the errors and the appropriate resolution.

The following specifications shall apply to the EODUF feed.
Usage To Be Transmitted
The following messages recorded by BellSouth will be transmitted to DPI:

Customer usage data for flat rated local call originating from DPI's End User lines
(1FB or 1FR). The EODUF record for flat rate messages will include:

Date of Call

From Number

To Number
Connect Time
Conversation Time
Method of Recording
From RAO

Rate Class
Message Type
Billing Indicators
Bill to Number

BellSouth will perform duplicate record checks on EODUF records processed to
Optional Daily Usage File. Any duplicate messages detected will be deleted and
not sent to DP1.
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In the event that DPI detects a duplicate on Enhanced Optional Daily Usage File
they receive from BellSouth, DPI will drop the duplicate message (DP! will not
return the duplicate to BeliSouth).

Physical File Characteristics

The EODUF feed will be distributed to DPI over their existing Optional Daily
Usage File (ODUF) feed. The EODUF messages will be intermingled among
DPI’s Optional Daily Usage File (ODUF) messages. The EODUF will be a
variable block format (2476) with an LRECL of 2472. The data on the EODUF
will be in a non-compacted EMI format (175 byte format plus modules). It will be
created on a daily basis (Monday through Friday except holidays).

Data circuits (private line or dial-up) may be required between BellSouth and DPI
for the purpose of data transmission. Where a dedicated line is required, DPI will
be responsible for ordering the circuit, overseeing its installation and coordinating
the instaliation with BellSouth. DPI will also be responsible for any charges
associated with this line. Equipment required on the BellSouth end to attach the
line to the mainframe computer and to transmit successfully ongoing will be
negotiated on an individual case basis. Where a dial-up facility is required, dial
circuits will be installed in the BellScuth data center by BellSouth and the
associated charges assessed to DP1. Additionally, all message toll charges
associated with the use of the dial circuit by DPI will be the responsibility of DPI.
Associated equipment on the BeliSouth end, including 2 modem, will be negotiated
on an individual case basis between the Parties. All equipment, including modems
and software, that is required on DPI’s end for the purpose of data transmission
will be the responsibility of DPI.

Packing Specifications

A pack will contain a minimum of one message record or a maximum of 99,999
message records plus a pack header record and a pack trailer record. One
transmission can contain a maximum of 99 packs and a minimum of one pack.

The Operating Company Number {OCN), From Revenue Accounting Office
(RAO), and Invoice Number will control the invoice sequencing. The From RAO
will be used to identify to DPI which BellSouth RAO is sending the message.
BeliSouth and DPI will use the invoice sequencing to control data exchange.
BellSouth will be notified of sequence failures identified by DPI and resend the
data as appropriate.

The data will be packed using ATIS EMI records.
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AGREEMENT
GENERAL TERMS AND CONDITIONS

THIS AGREEMENT is made by and between BeliSouth Telecommunications, Inc.,
(BellSouth), a Georgia corporation, and dPi Teleconnect, LLC (DPI), a Delaware company, and
shall be effective on the Effective Date, as defined herein. This Agreement may refer to either
BellSouth or DP! or both as a *Party” or “Parties.”

WITNESSETH

WHEREAS, BellSouth is a local exchange telecommunicgtions company authorized
to provide Telecormmunications Services (as defined below) in the states of Alabama, Florida,
Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South Carolina and Tennessee; and

WHEREAS, DPI is or seeks to become a CLEC authorized to provide
telecommunications services in the states of Alabama, Florida, Georgia, Kentucky, Louisiana,
Mississippi, North Carolina, South Carolina, and Tennessee; and

WHEREAS, pursuant to Sections 251 and 252 of the Act; DPI wishes to purchase
certain services from BellSouth; and

WHEREAS, the Parties wish to interconnect their facilities, exchange traffic, and
perform Local Number Portability (LNP) pursuant to Sections 25} and 252 of the Act as set forth
herein; and

WHEREAS, DPI wishes to purchase and BellSouth wishes to provide other services
as described in this Agreement;

NOW THEREFORE, in consideration of the mutual agreements contained herein,
BellSouth and DPI agree as follows:

Definitions

Affiliate is defined as a person that (dircctly or indirectly) owns or controls, is
owned or controlled by, or is under common ownership or control with, another
person. For purposes of this paragraph, the term “own” means to own an equity
interest (or equivalent thereof) of more than ten percent (10%).

Commission is defined as the appropriate regulatory agency in each state of
BeliSouth’s nine-state region (Alabama, Florida, Georgia, Kentucky, Louisiana,
Mississippi, North Carolina, South Carolina, and Tennessee).

Version: 4Q06 Standard ICA
11/30/06



I.1

1.2

1.3

Exhibit PLF-3
Page 2 of 59

General Terms and Conditions
Page 2

Competitive Local Exchange Carrier (CLEC) means a telephone company
certificated by the Commission to provide local exchange service within
BellSoutl's franchised area.

Effective Date is defined as the date that the Agreement is effective for purposes
of rates, terms and conditions and shall be thirty (30) days after the date of the last
signature executing the Agreement. Future amendments for rate changes will also
be effective thirty (30) days after the date of the last signature executing the
amendment,

FCC means the Federal Communications Commission.

Telecommunications means the transmission, between or among points specified
by the user, of information of the user’s choosing, without change in the form or
content of the information as sent and received.

Telecommunications Service means the offering of telecommunications for a fee
directly to the public, or to such classes of users as to be effectively available
directly to the public, regardless of the facilities used,

Telecommunications Act of 1996 (Act) means Public Law 104-104 of the United
States Congress effective February 8, 1996. The Act amended the
Communications Act of 1934 (47 U.S.C. Section 1 et. seq.).

CLEC Certification

DPI agrees to provide BellSouth in writing DPI's CLEC certification from the
Commission for all states covered by this Agreement except Kentucky prior to
BellSouth filing this Agreement with the appropriate Commission for approval.
Additionally, DPI shall provide to BellSouth an effective certification to do
business issued by the secretary of state or equivalent authority in each state
covered by this Agreement,

To the extent DPI is not certified as a CLEC in each state covered by this
Agreement as of the execution hereof, DPI may not purchase services hereunder in
that state. DPI will notify BellSouth in writing and provide CLEC certification
from the Commission when it becomes certified to operate in, as well as an
effective certification to do business issued by the secretary of state or equivalent
authority for, any other state covered by this Agreement, Upon receipt thereof,
BellSouth will file this Agreement in that state, and DPI may purchase services
pursuant to this Agreement in that state, subject to establishing appropriate
accounts in the additional state as described in Attachment 7.

Should DPI's certification in any state be rescinded or otherwise terminated,
BellSouth may, at its election, suspend or terminate this Agreement immediately
and all monies owed on all outstanding invoices for services provided in that state
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shall become due, or BellSouth may refuse to provide services hereunder in that
state until certification is reinstated in that state, provided such notification is made
prior to expiration of the term of this Agreement. DPI shall provide an effective
certification to do business issued by the secretary of state or equivalent authority
in each state covered by this Agreement.

Term of the Agreement

The initial term of this Agreement shall be five (5) years, beginning on the
Effective Date and shall apply to the BellSouth territory in the state(s) of Alabama,
Florida, Georgia, Kentucky, Louisiana, Mississippi, North Carolina, South
Carolina and Tennessee. Notwithstanding any prior agreement of the Parties, the
rates, terms and conditions of this Agreement shall not be applied retroactively
prior to the Effective Date.

The Parties agree that by no earlier than two hundred seventy (270) days and no
later than one hundred eighty (180) days prior to the expiration of the initial term
of this Agreement, the Parties shall commence negotiations for a new agreement to
be effective beginning on the expiration date of this Agreement (Subsequent
Agreement). If as of the expiration of the initial term of this Agreement, a
Subsequent Agreement has not been executed by the Parties, then except as set
forth in Sections 2.3.1 and 2.3.2 below, this Agreement shall continue on a month-
to-month basis while a Subsequent Agreement is being negotiated. The Parties’
rights and obligations with respect to this Agreement after expiration of the initial
term shall be as set forth in Section 2.3 below.

If, within one hundred thirty-five (135) days of commencing the negotiation
referred to in Section 2.2 above, the Parties are unable to negotiate new terms,
conditions and prices for a Subsequent Agreement, either Party may petition the
Commission to establish appropriate rates, terms and conditions for the
Subsequent Agreement pursuant to 47 U.S.C, § 252.

DPI may request termination of this Agreement only if it is no longer purchasing
services pursuant to this Agreement. Except as set forth in Section 2.3.2 below,
notwithstanding the foregoing, in the event that as of the date of expiration of the
initial term of this Agreement and conversion of this Agreement to a month-to-
month term, the Parties have not entered into a Subsequent Agreement and no
arbitration proceeding has been filed in accordance w'th Section 2.3 above, then
BeliSouth may terminate this Agreement upon sixty (60) days notice to DPIL. In
the event that BellSouth terminates this Agreement as provided above, BellSouth
shall continue to offer services to DPI pursuant to the rates, terms and conditions
set forth in BellSouth’s then current standard interconnection agreement. In the
event that BellSouth’s standard interconnection agreement becomes effective
between the Parties, the Parties may continue to negotiate a Subsequent
Agreement,
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Notwithstanding Section 2.2 above, in the event that as of the expiration of the
initial term of this Agreement the Parties have not entered into a Subsequent
Agreement and no arbitration proceeding has been filed in accordance with Section
2.3 above and BellSouth is not providing any services under this Agreement as of
the date of expiration of the initial term of this Agreement, then this Agreement
shall not continue on a month-to-month basis but shall be deemed terminated as of
the expiration date hereof.

If, at any time during the term of this Agreement, BellSouth is unable to contact
DPI pursuant to the Notices provision hereof or any other contact information
provided by DPI under this Agreement, and there are no active services being
provisioned under this Agreement, then BellSouth may, at its discretion, terminate
this Agreement, without any liability whatsoever, upon sending of notification to
DPI pursuant to the Notices section hereof. Furthermore, if afier eighteen (18)
months following the Effective Date of this Agreement DPI has no active services
pursuant to this Agreement, BellSouth may terminate this Agreement, without any
liability to BellSouth, upon notification to DPI pursuant to the Notices section
hereof.

In addition to as otherwise set forth in this Agreement, BellSouth reserves the right
to suspend access to ordering systems, refuse to process additional or pending
applications for service, or terminate service in the event of prohibited, unlawful or
improper use of BellSouth’s facilities or service, abuse of BellSouth’s facilities or
any other material breach of this Agreement, and all monies owed on all
outstanding invoices shall become due. In such event, DPL is solely responsible for
notifying its customers of any discontinuance of service.

Nondiscriminatory Access

When DPI purchases Telecommunications Services from BellSouth pursuant to
Attachment 1 of this Agreement for the purposes of resale to customers, such
services shall be equal in quality, subject to the same conditions, and provided
within the same provisioning time intervals that BellSouth provides to others,
including its customers. To the extent technically feasible, the quality of a
Network Element, as well as the quality of the access to such Network Element
provided by BellSouth to DP1 shall be at least equal to that which BellSouth
provides to itself and shall be the same for all Telecommunications carriers
requesting access to that Network Element. The quality of the interconnection
between the network of BellSouth and the network of DPI shall be at a level that is
equal to that which BellSouth provides itself, a subsidiary, an Affiliate, or any
other party. The interconnection facilities shall be designed to meet the same
technical criteria and service standards that are used within BellSouth’s network
and shall extend to a consideration of service quality as perceived by BellSouth’s
customers and service quality as perceived by DPL
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Court Ordered Requests for Call Detail Records and Other Subscriber
Information

Subpoenas Directed to BellSouth. Where BellSouth provides resold services for
DPI, BellSouth shall respond to subpoenas and court ordered requests delivered
directly to BellSouth for the purpose of providing call detail records when the
targeted telephone numbers belong to DPI customers. Billing for such requests
will be generated by BellSouth and directed to the law enforcement agency
initiating the request. BellSouth shall maintain such information for DPI customers
for the same length of time it maintains such information for its own customers.

Subpoenas Directed to DPI. Where BellSouth is providing resold services to DPI,
then DPI agrees that in those cases where DPI receives subpoenas or court
ordered requests regarding targeted telephone numbers belonging to DPI
customers, and where DPI does not have the requested information, DPI will
advise the law enforcement agency initiating the request to redirect the subpoena
or court ordered request to BellSouth for handling in accordance with Section 4.1
above.

In all other instances, where either Party receives a request for information
involving the other Party's customer, the Party receiving the request will advise the
law enforcement agency initiating the request to redirect such request to the other
Party.

Liability and Indemnification

DPI Liability. In the event that DPI consists of two (2) or more separate entities
as set forth in this Agreement and/or any Amendments hereto, or any third party
places orders under this Agreement using DPI's company codes or identifiers, all
such entities shall be jointly and severally liable for the obligations of DPI under
this Agreement.

Liability for Acts or Omissions of Third Parties. BellSouth shall not be liable to

DPI for any act or omission of another entity providing any services to DPIL.

Except for any indemnification obligations of the Parties hereunder, each Party’s
liability to the other for any loss, cost, claim, injury, liability or expense, including
reasonable attomeys' fees relating to or arising out of any cause whatsoever,
whether based in contract, negligence or other tort, strict liability or otherwise,
relating to the performance of this Agreement, shall not exceed a credit for the
actual cost of the services or functions not performed or improperly performed.
Any amounts paid to DPI pursuant to Attachment 9 hereof shall be credited
against any damages otherwise payable to DPI pursuant to this Agreement.

Limitations in Tariffs. A Party may, in its sole discretion, provide in its tariffs and )
contracts with its customers and third parties that relate to any service, product or
function provided or contemplated under this Agreement, that to the maximum
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extent permitted by Applicable Law, such Party shall not be liable to the customer
or third party for (i) any loss relating to or arising out of this Agreement, whether
in contract, tort or otherwise, that exceeds the amount such Party would have
charged that applicable person for the service, product or function that gave rise to
such loss and (ii) consequential damages. To the extent that a Party elects not to
place in its tariffs or contracts such limitations of liability, and the other Party
incurs a loss as a result thereof, such Party shall, except to the extent caused by the
other Party’s gross negligence or willful misconduct, indemnify and reimburse the
other Party for that portion of the Joss that would have been limited had the first
Party included in its tariffs and contracts the limitations of liability that such other
Party included in its own tariffs at the time of such loss.

Neither BellSouth nor DPI shall be liable for damages to the other Party’s terminal
location, equipment or customer premises resuiting from the furnishing of a
service, including, but not limited to, the installation and removal of equipment or
associated wiring, except to the extent caused by a Party’s negligence or willful
misconduct or by a Party’s failure to ground properly a local loop after
disconnection,

Under no circumstance shall a Party be responsible or liable for indirect, incidental,
or consequential damages, including, but not limited to, economic loss or lost
business or profits, damages arising from the use or performance of equipment or
software, or the loss of use of software or equipment, or accessories attached
thereto, delay, error, or loss of data. In connection with this limitation of liability,
each Party recognizes that the other Party may, from time to time, provide advice,
make recommendations, or supply other analyses related to the services or
facilities described in this Agreement, and, while each Party shall use diligent
efforts in this regard, the Parties acknowledge and agree that this limitation of
liability shall apply to provision of such advice, recommendations, and analyses.

To the extent any specific provision of this Agreement purports to impose Liability,
or limitation of liability, on either Party different from or in conflict with the
liability or limitation of liability set forth in this Section, then with respect to any
facts or circumstances covered by such specific provisions, the liability or
limitation of liability contained in such specific provision shall apply.

Indemnification for Certain Claims. Except as otherwise set forth in this
Agreement and except to the extent caused by the indemnified Party’s gross
negligence or willful misconduct, the Party providing services hereunder, its
Affiliates and its parent company, shall be indemnified, defended and held harmless
by the Party receiving services hereunder against any claim, loss or damage arising
from the receiving Party’s use of the services provided under this Agreement
pertaining to (1) claims for libel, slander or invasion of privacy arising from the
content of the receiving Party’s own communications, or (2) any claim, loss or
damage claimed by any third party (including, but not limited to, a customer of the
Party receiving services) arising from the third party’s use or reliance on and
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arising from the Party receiving services use or reliance on the providing Party's
services, actions, duties, or obligations arising out of this Agreement.

Disclaimer. EXCEPT AS SPECIFICALLY PROVIDED TO THE CONTRARY
IN THIS AGREEMENT, NEITHER PARTY MAKES ANY
REPRESENTATIONS OR WARRANTIES TO THE OTHER PARTY
CONCERNING THE SPECIFIC QUALITY OF ANY SERVICES, OR
FACILITIES PROVIDED UNDER THIS AGREEMENT. THE PARTIES
DISCLAIM, WITHOUT LIMITATION, ANY WARRANTY OR GUARANTEE
OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE,
ARISING FROM COURSE OF PERFORMANCE, COURSE OF DEALING, OR
FROM USAGES OF TRADE.

Intellectual Property Rights and Indemnification

No License. Except as expressly set forth in Section 6.2 below, no patent,
copyright, trademark or other proprietary right is licensed, granted or otherwise
transferred by this Agreement. The Parties are strictly prohibited from any use,
including but not limited to, in the selling, marketing, promoting or advertising of
telecommunications services, of any name, service mark, logo or trademark
(collectively, the “Marks”) of the other Party. The Marks include those Marks
owned directly by a Party or its Affiliate(s) and those Marks that a Party has a
legal and valid license to use. The Parties acknowledge that they are separate and
distinct and that each provides a separate and distinct service and agree that neither
Pasty may, expressly or impliedly, state, advertise or market that it is or offers the
same service as the other Party ot engage in any other activity that may result ina
likelihood of confusion between its own service and the service of the other Party.
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Ownership of Intellectual Property. Any intellectual property that originates from
or is developed by a Party shall remain the exclusive property of that Party.

Except for a limited, non-assignable, non-exclusive, non-transferable license to use
patents or copyrights to the extent necessary for the Parties to use any facilities or
equipment (including software) or to receive any service solely as provided under
this Agreement, no license in patent, copyright, trader..ark or trade secret, or other
proprietary or intellectual property right, now or hereafter owned, controlled or
licensable by a Party, is granted to the other Party. Neither shall it be implied nor
arise by estoppel. Any trademark, copyright or other proprietary notices appearing
in association with the use of any facilities or equipment (including software) shall
remain on the documentation, material, product, service, equipment or software. It
is the responsibility of each Party 1o ensure at no additional cost to the other Party
that it has obtained any necessary licenses in relation to intellectual property of
third Parties used in its network that may be required to enable the other Party to
use any facilities or equipment (including software), to receive any service, or to
perform its respective obligations under this Agreement,

Intellectual Property Remedies

Indemnification. The Party providing a service pursuant to this Agreement will
defend the Party receiving such service or data provided as a result of such service
against claims of infringement arising solely from the use by the receiving Party of
such service in the manner contemplated under this Agreement and will indemnify
the receiving Party for any damages awarded based solely on such claims in
accordance with Section 5 above.

Claim of Infringement

In the event that use of any facilities or equipment (including software), becomes,
or in the reasonable judgment of the Party who owns the affected network is likely
to become, the subject of a claim, action, suit, or proceeding based on intellectual
property infringement, then said Party, promptly and at its sole expense and sole
option, but subject to the limitations of liability set forth below, shall:

modify or replace the applicable facilities or equipment (including software) while
maintaining form and function, or

obtain a license sufficient to allow such use to continue.

In the event Sections 6.3.2.2 or 6.3.2.3 above are commercially unreasonable, then
said Party may terminate, upon reasonable notice, this contract with respect to use
of, or services provided through use of, the affected facilities or equipment
(including software), but solely to the extent required to avoid the infringement
claim.

Exception to Obligations. Neither Party's obligations under this Section shall apply
to the extent the infringement is caused by: (i) modification of the facilities or
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equipment (including software) by the indemnitee; (i) use by the indemnitee of the
facilities or equipment (including software) in combination with equipment or
facilities (including software) not provided or authorized by the indemnitor,
provided the facilities or equipment (including software) would not be infringing if
used alone; (iii) conformance to specifications of the indemnitee which would
necessarily result in infringement; or (iv) continued use by the indemnitee of the
affected facilities or equipment (including software) after being placed on notice to
discontinue use as set forth herein.

Exclusive Remedy. The foregoing shall constitute the Parties' sole and exclusive
remedies and obligations with respect to a third party claim of intellectual property
infringement arising out of the conduct of business under this Agreement.

Dispute Resolution. Any claim arising under Sections 6.1 and 6.2 above shall be
excluded from the dispute resolution procedures set forth in Section 8 below and
shall be brought in a court of competent jurisdicfion.

Proprietary and Confidential Information

Proprietary and Confidential Information. It may be necessary for BellSouth and
DPI, each as the “Discloser,” to provide to the other Party, as “Recipient,” certain
proprietary and confidential information (including trade secret information)
including but not limited to technical, financial, marketing, staffing and business
plans and information, strategic information, proposals, request for proposals,
specifications, drawings, maps, prices, costs, costing methodologies, procedures,
processes, business systems, software programs, techniques, customer account
data, call detail records and like information (collectively the “Information”). All
such Information conveyed in writing or other tangible form shall be clearly
marked with a confidential or proprietary legend. Information conveyed orally by
the Discloser to Recipient shall be designated as proprietary and confidential at the
time of such oral conveyance, shall be reduced to writing by the Discloser within
forty-five (45) days thereafter, and shall be clearly marked with a confidential or
proprietary legend.

Use and Protection of Information. Recipient agrees to protect such Information
of the Discloser provided to Recipient from whatever source from distribution,
disclosure or dissemination to anyone except employees consultants, contractors
and agents of Recipient or its Affiliates with a need to know such Information
solely in conjunction with Recipient’s analysis of the Information and for no other
purpose except as authorized herein or as otherwise authorized in writing by the
Discloser. Recipients may make tangible or electronic copies, notes, summaries
or extracts of Information only as necessary for use as authorized herein. All
tangible or electronic copies, notes, summaries or extracts must be marked with
the same confidential and proprietary notice as appears on the original.
Information remains at all times the property of Discloser. Upon Discloser’s
request, all or any requested portion of the Information (including, but not limited
to, tangible and electronic copies, notes, summaries or extracts of any Information)
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will be promptly returned to Discloser or destroyed, and Recipient will provide
Discloser with written certification stating that such information has been returned
or destroyed.

Exceptions

Recipient will not have an obligation to protect any portion of the Information
which:

(a) is made publicly available by the Discloser or lawfully by a nonparty to this
Agreement; (b) is lawfully obtained by Recipient from any source other than
Discloser; (c) is previously known to Recipient without an obligation to keep it
confidential; or (d) is released from the terms of this Agreement by Discloser upon
written notice to Recipient.

Recipient agrees to use the Information solely for the purposes of negotiations
pursuant to 47 U.S.C. § 251 or in performing its obligations under this Agreement
and for no other entity or purpose, except as may be otherwise agreed to in writing
by the Parties. Nothing herein shall prohibit Recipient from providing information
requested by the FCC or a state regulatory agency with jurisdiction over this
matter, or to support a request for arbitration or an aLegation of failure to
negotiate in good faith.

Recipient agrees not to publish or use the Information for any advertising, sales or
marketing promotions, press releases, or publicity matters that refer either directly
or indirectly to the Information or to the Discloser or any of its affiliated
companies.

The disclosure of Information neither grants nor implies any license to the
Recipient under any trademark, patent, copyright, application or other intellectual
property right that is now or may hereafter be owned by the Discloser.

Survival of Confidentiality Obligations. The Parties’ rights and obligations under

this Section 7 shall survive and continue in effect until two (2) years after the
expiration or termination date of this Agreement with regard to all Information
exchanged during the term of this Agreement. Thereafter, the Parties’ rights and
obligations hereunder survive and continue in effect with respect to any
Information that is a trade secret under applicable law.

Resolution of Disputes

Except as otherwise stated in this Agreement, if any dispute arises as to the
interpretation of any provision of this Agreement or as to the proper
implementation of this Agreement, the aggrieved Party, if it elects to pursue
resolution of the dispute, shall petition the Commission for a resolution of the
dispute. However, each Party reserves any rights it may have to seek judicial
review of any ruling made by the Commission concerning this Agreement,
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Taxes

Definition. For purposes of this Section, the terms “taxes” and “fees” shall include
but not be limited to federal, state or local sales, use, excise, gross receipts or
other taxes or tax-like fees of whatever nature and however designated (including
tariff surcharges and any fees, charges or other payments, contractual or
otherwise, for the use of public streets or rights of way, whether designated as
franchise fees or otherwise) imposed, or sought to be imposed, on or with respect
to the services furnished hereunder or measured by the charges or payments
therefor, excluding any taxes levied on income.

Taxes and Fees Imposed Directly On Either Providing Party or Purchasing Party

Taxes and fees imposed on the providing Party, which are not permitted or
required to be passed on by the providing Party to its customer, shall be borne and
paid by the providing Party.

Taxes and fees imposed on the purchasing Party, which are not required to be
collected and/or remitted by the providing Party, shall be borne and paid by the
purchasing Party.

Taxes and Fees Imposed on hasing Party But Collected And Remitted B
Providing Party

Taxes and fees imposed on the purchasing Party shall be borpe by the purchasing
Party, even if the obligation to collect and/or remit such taxes or fees is placed on
the providing Party.

To the extent permitted by applicable law, any such tuxes and/or fees shall be
shown on applicable billing documents between the Parties. Notwithstanding the
foregoing, the purchasing Party shall remain Liable for any such taxes and fees
regardless of whether they are actually billed by the providing Party at the time
that the respective service is billed.

If the purchasing Party determines that in its opinion any such taxes or fees are not
applicable, the providing Party shall not bill such taxes or fees to the purchasing
Party if the purchasing Party provides written certification, reasonably satisfactory
to the providing Party, stating that it is exempt or otherwise not subject to the tax
or fee, setting forth the basis therefor, and satisfying any other requirements under
applicable law. If any authority seeks to collect any such tax or fee that the
purchasing Party has determined and certified not to be applicable, or any such tax
or fee that was not billed by the providing Party, the purchasing Party may contest
the same in good faith, at its own expense. In any such contest, the purchasing
Party shall promptly furnish the providing Party with copies of all filings in any
proceeding, protest, or legal challenge, all rulings issued in connection therewith,
and all correspondence between the purchasing Party and the taxing authority.
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In the event that all or any portion of an amount sought to be collected must be
paid in order to contest the imposition of any such tax or fee, or to avoid the
existence of a lien on the assets of the providing Party during the pendency of such
contest, the purchasing Party shall be responsible for such payment and shall be
entitled to the benefit of any refund or recovery. The purchasing Party shall have
the right to contest, at its own expense, any such tax or fee that it believes is not
applicable or was paid by it in error. If requested in writing by the purchasing
Party, the providing Party shall facilitate such contest either by assigning to the
purchasing Party its right to claim a refund of such tax or fee, if such an
assignment is permitted under applicable law, or, if an assignment is not permitted,
by filing and pursuing a claim for refund on behalf of the purchasing Party but at
the purchasing Party’s expense.

If it is ultimately determined that any additional amount of such a tax or fee is due
to the imposing authority, the purchasing Party shall pay such additional amount,
including any interest and penalties thereon.

Notwithstanding any provision to the contrary, the purchasing Party shall protect,
indemnify and hold harmless (and defend at the purchasing Party’s expense) the
providing Party from and against any such tax or fee, interest or penalties thereon,
or other charges or payable expenses (including reasonable attorney fees) with
respect thereto, which are incurred by the providing Party in connection with any
claim for or contest of any such tax or fee.

Each Party shall notify the other Party in writing of any assessment, proposed
assessment or other claim for any additional amount of such a tax or fee by a
taxing authority; provided, however, that the failure of a Party to provide notice
shall not relieve the other Party of any obligations hereunder.

Taxes and Fees Imposed on Providing Party But Passed On To Purchasing Party

Taxes and fees imposed on the providing Party, which are permitted or required to
be passed on by the providing Party to its customer, shall be borne by the
purchasing Party,

To the extent permitted by applicable law, any such taxes and/or fees shall be
shown on applicable billing documents between the Parties. Notwithstanding the
foregoing, the purchasing Party shall remain liable for any such taxes and fees
regardless of whether they are actually billed by the providing Party at the time
that the respective service is billed.

If the purchasing Party disagrees with the providing Party’s determination as to the
application of or basis for any such tax or fee, the Parties shall consult with respect
to the imposition and billing of such tax or fee. Notwithstanding the foregoing, the
providing Party shall retain ultimate responsibility for determining whether and to
what extent any such taxes or fees are applicable, and the purchasing Party shall
abide by such determination and pay such taxes or fees to the providing Party.
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The providing Party shall further retain ultimate respo sibility for determining
whether and how to contest the imposition of such taxes and fees; provided,
however, that any such contest undertaken at the request of the purchasing Party
shall be at the purchasing Party’s expense.

In the event that all or any portion of an amount sought to be collected must be
paid in order to contest the imposition of any such tax or fee, or to avoid the
existence of a lien on the assets of the providing Party during the pendency of such
contest, the purchasing Party shall be responsible for such payment and shall be
entitled to the benefit of any refund or recovery. The purchasing Party shall have
the right to contest, at its own expense, any such tax or fee that it believes is not
applicable or was paid by it in error. If requested in writing by the purchasing
Party, the providing Party shall facilitate such contest either by assigning to the
purchasing Party its right to claim a refund of such tax or fee, if such an
assignment is permitted under applicable law, or, if an assignment is not permitted,
by filing and pursuing a claim for refund on behalf of the purchasing Party but at
the purchasing Party’s expense.

If it is ultimately determined that any additional amount of such a tax or fee is due
to the imposing authority, the purchasing Party shall pay such additional amount,
including any interest and penalties thereon.

Notwithstanding any provision to the contrary, the purchasing Party shall protect,
indemnify and hold harmless (and defend at the purchasing Party’s expense) the
providing Party from and against any such tax or fee, interest or penalties thereon,
or other charges or payable expenses (including reasonable attorneys' fees) with
respect thereto, which are incurred by the providing Party in connection with any
claim for or contest of any such tax or fee.

Each Party shall notify the other Party in writing of any assessment, proposed
assessment or other claim for any additional amount of such a tax or fee by a
taxing authority; provided, however, that the failure of a Party to provide notice
shall not relieve the other Party of any obligations hereunder.

Additional Provisions Applicable to All Taxes and Fees

In any contest of a tax or fee by one Party, the other Party shall cooperate fully by
providing records, testimony and such additional information or assistance as may
reasonably be necessary to pursue the contest. Further, the other Party shall be
reimbursed for any reasonable and necessary out-of-pocket copying and travel
expenses incurred in assisting in such contest.

Notwithstanding any provision of this Agreement to the contrary, any
administrative, judicial, or other proceeding concerning the application or amount
of a tax or fee shall be maintained in accordance with the provisions of this Section
and any applicable federal, state or local law governirg the resolution of such
disputed tax or fee; and under no circumstances shall either Party have the right to
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bring a dispute related to the application or amount of a tax or fee before a
regulatory authority.

Force Majeure

In the event performance of this Agreement, or any obligation hereunder, is either
directly or indirectly prevented, restricted, or interfered with by reason of fire,
flood, earthquake or like acts of God, wars, revolution, civil commotion,
explosion, acts of public enemy, embargo, acts of the government in its sovereign
capacity, labor difficulties, including without limitation, strikes, slowdowns,
picketing, or boycotts, unavailability of equipment from vendor, changes requested
by DPJ, or any other circumstances beyond the reasonable control and without the
fault or negligence of the Party affected, the Party affected shall be excused from
such performance on a day-to-day basis to the extent of such prevention,
restriction, or interference (and the other Party shall likewise be excused from
performance of its obligations on a day-to-day basis until the delay, restriction or
interference has ceased); provided, however, that the Party so affected shall use
diligent efforts to avoid or remove such causes of non-performance and both
Parties shall proceed whenever such causes are removed or cease. The Party
affected shall provide notice of the Force Majeure event within a reasonable period
of time following such an event.

Adoption of Agreements

Pursuant to 47 U.S.C. § 252(i) and 47 C.F.R. § 51.809, BellSouth shall make
available to DPI any entire interconnection agreement filed and approved pursuant
to 47 U.S.C. § 252. The adopted agreement shall apply to the same states as the
agreement that was adopted, and the term of the adopted agreement shall expire
on the same date as set forth in the agreement that was adopted.

Maodification of Agreement

If DPI changes its name or makes changes to its company structure or identity due
to a merger, acquisition, transfer or any other reason, it is the responsibility of DPI
to notify BellSouth of said change, request that an amendment to this Agreement,
if necessary, be executed to reflect said change and notify the Commission of such
modification of company structure in accordance with the state rules governing
such modification in company structure if applicable. Additionally, DPI shall
provide BellSouth with any necessary supporting docimentation, which may
include, but is not limited to, a credit application, Application for Master Account,
proof of authority to provide telecommunications services, the appropriate
Operating Company Number (OCN) for each state as assigned by National
Exchange Carrier Association (NECA), Carrier Identification Code (CIC), Access
Customer Name and Abbreviation (ACNA), BellSouth’s blanket form letter of
authority (LOA), Misdirected Number form and a tax exemption certificate.

No modification, amendment, supplement to, or waiver of the Agreement or any of
its provisions shall be effective and binding upon the Parties unless it is made in
writing and duly signed by the Parties.
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In the event that any effective legislative, regulatory, judicial or other legal action
materially affects any material terms of this Agreement, or the ability of DPI or
BellSouth to perform any material terms of this Agreement, DPI or BellSouth may,
on thirty (30) days’ written notice, require that such terms be renegotiated, and the
Parties shall renegotiate in good faith such mutually acceptable new terms as may
be required. In the event that such new terms are not renegotiated within forty-
five (45) days after such notice, and either Party elects to pursue resolution of such
amendment such Party shall pursue the dispute resolution process set forth in
Section 8 above.

Legal Rights

Execution of this Agreement by either Party does not confirm or imply that the
executing Party agrees with any decision(s) issued pursuant to the
Telecommunications Act of 1996 and the consequences of those decisions on
specific language in this Agreement. Neither Party waives its rights to appeal or
otherwise challenge any such decision(s) and each Party reserves all of its rights to
pursue any and all legal and/or equitable remedies, including appeals of any such
decision(s).

Indivisibility

Subject to Section 15 below, the Parties intend that this Agreement be indivisible
and nonseverable, and each of the Parties acknowledges that it has assented to all
of the covenants and promises in this Agreement as a single whole and that all of
such covenants and promises, taken as a whole, constitute the essence of the
contract. Without limiting the generality of the foregoing, each of the Parties
acknowledges that any provision by BellSouth of collocation space under this
Agreement is solely for the purpose of facilitating the provision of other services
under this Agreement as set forth in Attachment 4. The Parties further
acknowledge that this Agreement is intended to constitute a single transaction and
that the obligations of the Parties under this Agreement are interdependent,

Severability

If any provision of this Agreement, or part thereof, shall be held invalid or
unenforceable in any respect, the remainder of the Agreement or provision shall
not be affected thereby, provided that the Parties shall negotiate in good faith to
reformulate such invalid provision, or part thereof, or related provision, to refiect
as closely as possible the original intent of the parties, consistent with applicable
law, and to effectuate such portions thereof as may be valid without defeating the
intent of such provision. In the event the Partics are unable to mutually negotiate
such replacement language, either Party may elect to pursue the dispute resolution
process set forth in Section 8 above.

Non-Waivers

A failure or delay of either Party to enforce any of the provisions hereof, to
exercise any option which is herein provided, or to require performance of any of
the provisions hereof shall in no way be construed to be a waiver of such
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provisions or options, and each Party, notwithstanding such failure, shall have the
right thereafier to insist upon the performance of any and all of the provisions of
this Agreement.

Governing Law

Where applicable, this Agreement shall be governed by and construed in
accordance with federal and state substantive telecommunications law, including
rules and regulations of the FCC and appropriate Commission. In all other
respects, this Agreement shall be governed by and construed and enforced in
accordance with the laws of the State of Georgia without regard to its conflict of
laws principles.

Assignments and Transfers

Any assignment by either Party to any entity of any right, obligation or duty, or of
any other interest hereunder, in whole or in part, without the prior written consent
of the other Party shall be void. The assignee must provide evidence of a
Commission approved certification to provide Telecommunications Service in each
state that DPI is entitled to provide Telecommunications Service. After
BellSouth’s consent, the Parties shall amend this Agreement to reflect such
assignments and shall work cooperatively to implement any changes required due
to such assignment. All obligations and duties of any Party under this Agreement
shall be binding on all successors in interest and assigns of such Party. No
assignment or delegation hereof shall relieve the assignor of its obligations under
this Agreement in the event that the assignee fails to perform such obligations.
Notwithstanding anything to the contrary in this Section, DPI shall not be
permitted to assign this Agreement in whole or in part to any entity unless either
(1) DPI pays al} bills, past due and current, under this Agreement, or (2) DPI’s
assignee expressly assumes liability for payment of such bills.

In the event that DPI desires to transfer any services hereunder to another provider
of Telecommunications Service, or DPI desires to assume hereunder any services
provisioned by BellSouth to another provider of Telecommunications Service,
such transfer of services shall be subject to separately negotiated rates, terms and
conditions.

Notices

Every notice, consent or approval of a legal nature, required or permitted by this
Agreement shall be in writing and shall be delivered either by hand, by overnight
courier or by US mail postage prepaid, or email if an email address is listed below,
addressed to:

BellSouth Telecommunications, Inc.
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BeliSouth Local Contract Manager
600 North 19" Street, 10" floor
Birmingham, AL 35203

and

Business Markets Attorney
Suite 4300

675 West Peachtree Street
Atlanta, GA 30375

dPi Teleconnect, LL.C

Brian Bolinger
2997 LBJ Freeway
Suite 225
Dallas, TX 75234
(972) 488.5500 EX 4018
brian.bolinger @dpiteleconnect.com

or at such other address as the intended recipient previously shall have designated
by written notice to the other Party.

Unless otherwise provided in this Agreement, notice by mail shall be effective on
the date it is officially recorded as delivered by return receipt or equivalent, and in
the absence of such record of delivery, it shall be presumed to have been delivered
the fifth day, or next business day after the fifth day, after it was deposited in the
mails.

Notwithstanding the above, BeliSouth will post to BellSouth’s Interconnection
Web site changes to business processes and policies and shall post to BellSouth’s
Interconnection Web site or submit through applicable electronic systems, other
service and business related notices not requiring an amendment to this
Agreement.

Rule of Construction

No rule of construction requiring interpretation against the drafting Party hereof
shall apply in the interpretation of this Agreement.

Headings of No Force or Effect

The headings of Articles and Sections of this Agreement are for convenience of
reference only, and shall in no way define, modify or restrict the meaning or
interpretation of the terms or provisions of this Agreement.

Version: 4Q06 Standard ICA

11/30/06


http://teleconnect.com

22

23

25

26

27
27.1

Exhibit PLF-3
Page 18 of 59

General Terms and Conditions
Page 18

Multiple Counterparts

This Agreement may be executed in multiple counterparts, each of which shall be
deemed an original, but all of which shall together constitute but one and the same
document,

Filing of Agreement

This Agreement, and any amendments hereto, shall be filed with the appropriate
state regulatory agency pursuant to the requirements of Section 252 of the Act, or
as otherwise required by the state and the Parties shall share equally in any
applicable fees. Notwithstanding the foregoing, this Agreement shall not be
submitted for approval by the appropriate state regulatory agency unless and until
such time as DPI is duly certified as a local exchange carrier in such state, except
as otherwise required by a Commission.

Compliance with Law

The Parties have negotiated their respective rights and obligations pursuant to
substantive Federal and State Telecommunications law and this Agreement is
intended to memorialize the Parties’ mutual agreement with respect to each Party’s
rights and obligations under the Act and applicable FCC and Commission orders,
rules and regulations. Nothing contained herein, nor any reference to applicable
rules and orders, is intended to expand on the Parties’ rights and obligations as set
forth herein. This Agreement also contains certain provisions that were negotiated
without regard to the Parties’ obligations as set forth Section 251 of the Act. To
the extent the provisions of this Agreement differ from the provisions of any
Federal or State Telecommunications statute, rule or order in effect as of the
execution of this Agreement, this Agreement shall control. Each Party shall
comply at its own expense with all other laws of general applicability.

Necessary Approvals

Each Party shall be responsible for obtaining and keeping in effect all approvals
from, and rights granted by, governmental authorities, building and property
owners, other carriers, and any other persons that may be required in connection
with the performance of its obligations under this Agreement. Each Party shall
reasonably cooperate with the other Party in obtaining and maintaining any
required approvals and rights for which such Party is responsible.

Good Faith Performance

Each Party shall act in good faith in its performance under this Agreement and, in
each case in which a Party’s consent or agreement is required or requested
hereunder, such Party shall not unreasonably withhold or delay such consent or
agreement.

Rates

DPI shall pay the charges set forth in this Agreement. In the event that BellSouth
is unable to bill the applicable rate or no rate is established or included in this
Agreement for any services provided pursuant to this Agreement, BellSouth
reserves the right to back bill DPI for such rate or for the difference between the
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rate actually billed and the rate that should have been billed pursuant to this
Agreement; provided, however, that subject to DPI's agreement to the limitation
regarding billing disputes as described in Section 2.2 of Attachment 7 hereof,
BellSouth shall not back bill any amounts for services rendered more than twelve
(12) months prior to the date that the charges or additional charges for such
services are actually billed. Notwithstanding the foregoing, both Parties recognize
that situations may exist which could necessitate back billing beyond twelve (12)
months, These exceptions are:

e Charges connected with jointly provided services whereby meet point
billing guidelines require either Party to rely on records provided by a
third party and such records have not been provided in a timely manner;

s Charges incorrectly billed due to erroneous information supplied by the
non-billing Party;

¢ Charges for which a regulatory body has granted, or a regulatory
change permits, the billing Party the authority to back bill.

To the extent a rate element is omitted or no rate is established, BellSouth has the
right not to provision such service until the Agreement is amended to include such
rate,

To the extent DPI requests services not included in this Agreement, such services
shall be provisioned pursuant to the rates, terms and conditions set forth in the
applicable tariffs or a separately negotiated Agreemen., unless the Parties agree to
amend this Agreement to include such service prospectively.

Rate True-Up
This section applies to rates that are expressly subject to true-up.

The rates shall be trued-up, either up or down, based on final prices determined
either by further agreement between the Parties, or by a final and effective order of
the Commission. The Parties shall implement the true-up by comparing the actual
volumes and demand for each item, together with the rates for each item, with the
final prices determined for each item. Each Party shall keep its own records upon
which the true-up can be based, and any final payment from one Party to the other
shall be in an amount agreed upon by the Parties based on such records, In the
event of any discrepancy between the records or disagreement between the Parties
regarding the amount of such true-up, the dispute shall be subject to the dispute
resolution process set forth in this Agreement.

A final and effective order of the Commission that forms the basis of a true-up
shall be based upon cost studies submitted by either or both Parties to the
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Commission and shall be binding upon BellSouth and DPI specifically or upon all
carriers generally, such as a generic cost proceeding,

Survival

The Parties’ obligations under this Agreement which by their nature are intended
to continue beyond the termination or expiration of this Agreement shall survive
the termination or expiration of this Agreement.

Entire Agreement

This Agreement means the General Terms and Conditions, the Attachments hereto
and all documents identified therein, as such may be a:aended from time to time
and which are incorporated herein by reference, all of which, when taken together,
are intended to constitute one indivisible agreement. This Agreement sets forth the
entire understanding and supersedes prior agreements between the Parties relating
to the subject matter contained in this Agreement and merges all prior discussions
between them, Any orders placed under prior agreements between the Parties
shall be governed by the terms of this Agreement and DPI acknowledges and
agrees that any and all amounts and obligations owed for services provisioned or
orders placed under prior agreements between the Parties, related to the subject
matter hereof, shall, as of the Effective Date, be due and owing under this
Agreement and be governed by the terms and conditions of this Agreement as if
such services or orders were provisioned or placed under this Agreement. Neither
Party shall be bound by any definition, condition, provision, representation,
warranty, covenant or promise other than as expressly stated in this Agreement or
as is contemporaneously or subsequently set forth in writing and executed by a
duly authorized officer or representative of the Party to be bound thereby.

Any reference throughout this Agreement to a tariff, industry guideline,
BellSouth’s technical guideline or reference, BellSouth business rule, guide or
other such document containing processes or specifications applicable to the
services provided pursuant to this Agreement, shall be construed to refer to only
those provisions thereof that are applicable to these services, and shall include any
successor or replacement versions thereof, all as they we amended from time to
time and all of which are incorporated herein by reference, and may be found at
BellSouth's Interconnection Web site at: www.interconnection.bellsouth.com.
References to state tariffs throughout this Agreement shall be to the tariff for the
state in which the services were provisioned; provided, however, that in any state
where certain BellSouth services or tariff provisions have been or become
deregulated or detariffed, any reference in this Agreement to a detariffed or
deregulated service or provision of such tariff shall be deemed to refer to the
service description, price list or other agreement pursuant to which BellSouth
provides such services as a result of detariffing or deregulation.
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RESALE
1. Discount Rates
1.1 The discounts rates applied to dPi’s purchases of BellSouth Telecommunications

Services for the purpose of resale shall be as set forth in Exhibit D. Such
discounts have been determined by the applicable Comunission to reflect the costs
avoided by BellSouth when selling a service for wholesale purposes.

1.2 The Telecommunications Services available for purchase by dPi for the purposes
of resale to dPi’s customers shall be available at BellSouth’s tariffed rates less the
discount reflected in Exhibit D and subject to the exclusions and limitations in
Exhibit A.

2. Definition of Terms

For purposes of this Attachment only, the following terms shall have the
definitions as set forth below:

2.1 Customer of Record means the entity responsible for placing application for
service; requesting additions, rearrangements, maintenance or discontinuance of
service; payment in full of charges incurred such as nonrecurring, monthly
recurring, toll, directory assistance, etc,

2.2 End User Customer Location means the physical location of the premises where a
customer makes use of the Telecommunications Services.

2.3 New Services means functions, features or capabilities that are not currently
offered by BellSouth. This includes packaging of existing services or combining
a new function, feature or capability with an existing service.

24 Resale means an activity wherein a certificated CLEC, such as dPi, subscribes to
the retail Telecommunications Services of BellSouth and then offers those retail
Telecommunications Services to the public.

General Provisions

3.1 All of the negotiated rates, terms and conditions set forth in this Attachment
pertain to the resale of BellSouth's retail Telecommunications Services and other
services specified in this Attachment. Subject to effective and applicable FCC
and Commission rules and orders, BellSouth shall make available to dPi for resale
those Telecommunications Services BellSouth makes available, pursuant to its
General Subscriber Services Tariff (GSST) and Private Line Services Tariff, to
customers who are not Telecommunications carriers.

3.1L1 When dPi provides Resale service in a cross boundary area (customer is
physically located in a particular state and is served by a central office in an
adjoining state) the rates, regulations and discounts for the state in which the
serving central office is located will apply. Billing will be from the state in which
the customer is located.

3.2 dPi as a reseller of Lifeline and Link-Up Services hereby certifies that it has and
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will comply with the FCC requirements governing the Lifeline and Link-Up
programs as set forth in 47 C.F.R. § 54.417(a) and (b). This includes the
requirements set forth in BellSouth’s GSST, Sections A3.31 and A4.7.

dPi shall maintain records to document FCC or applicable state eligibility and
verification records to document compliance governing the Lifeline/Link-Up
programs for the three (3) full preceding calendar years, and dPi shall provide
such documentation to the FCC or it's Administrator upon request.

In Tennessee, if dPi does not resell Lifeline service to any end users, and if dPi
agrees to order an appropriate Operator Services/Directory Assistance block as set
forth in BellSouth’s GSST, the discount shall be twenty-one point fifty-six
percent (21.56%).

In the event dPi resells Lifeline service to any end user in Tennessee, BellSouth
will begin applying the sixteen percent (16%) discount rate to all services. Upon
dPi and BellSouth’s implementation of a billing arrangement whereby a separate
Master Account (Q-account) associated with a separate OCN is established for
billing of Lifeline service end users, the discount shall be applied as set forth in
Section 3.2.2 above for the non-Lifeline affected Master Account (Q-account).

dPi must provide written notification to BeliSouth within thirty (30) days prior to
either providing its own operator services/directory services or ordering the
appropriate operator services/directory assistance blocking, to qualify for the
higher discount rate of twenty-one point fifty-six percent (21.56%).

dPi may purchase resale services from BellSouth for its own use int operating its
business. The resale discount will apply to those services under the following
conditions:

dPi must resell services to other end users.
dPi cannot be a CLEC for the single purpose of selling to itself,

dPi will be the Customer of Record for all services purchased from BellSouth,
Except as specified herein, BellSouth will take orders from, bill and receive
payment from dPj for said services.

dPi will be BellSouth’s single point of contact for all services purchased pursuant
to this Agreement. BellSouth shall have no contact with the customer except to
the extent provided for herein.

BellSouth will continue to bill the customer for any services that the customer
specifies it wishes to receive directly from BellSouth. BellSouth maintains the
right to serve directly any customer within the service area of dPi. BellSouth will
continue to market directly its own Telecommunications products and services
and in doing so may establish independent relationships with customers of dPi.
Neither Party shall interfere with the right of any perron or entity to obtain service
directly from the other Party.

BellSouth will accept a request from another CLEC for conversion of the
customer’s service from dPi to such other CLEC. Upon completion of the
conversion BellSouth will notify dPi that such conversion has been completed.
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When a customer of dPi or BellSouth elects to change his/her carrier to the other
Party, both Parties agree to release the customer’s service to the other Party
concurrent with the due date of the service order, which shall be established based
on the standard interval for the customer’s requested c2rvice as set forth in the
BellSouth Product and Services Interval Guide.

BellSouth and dPi will refrain from contacting an customer who has placed or
whose selected carrier has placed on the customer’s behalf an order to change the
customer’s service provider from BellSouth or dPi to the other Party until such
time that the order for service has been completed.

Current telephone numbers may normally be retained by the customer and are
assigned to the service furnished. However, neither Party nor the customer has a
property right to the telephone number or any other call number designation
associated with services furnished by BellSouth, and no right to the continuance
of service through any particular central office. BellSouth reserves the right to
change such numbers, or the central office designation associated with such
numbers, or both, whenever BellSouth deems it necessary to do so in the conduct
of its business and in accordance with BellSouth practices and procedures on a
nondiscriminatory basis,

Service is furnished subject to the condition that it will not be used for any
unlawful purpose.

Service will be discontinued if any law enforcement agency advises that the
service being used is in violation of the law,

BellSouth can refuse service when it has grounds to believe that service will be
used in violation of the law.

If dPi or its customers utilize a BellSouth resold Telecommunications Service in a
manner other than that for which the service was originally intended as described
in BellSouth’s retail tariffs dPi has the responsibility to notify BellSouth.
BellSouth will only provision and maintain said service consistent with the terms
and conditions of the tariff describing said service.

Facilities and/or equipment utilized by BellSouth to provide service to dPi remain
the property of BellSouth.

Service Ordering and Operations Support Systerns (OSS)

dPi must order services through resale interfaces, i.e., the Local Carrier Service
Center (LCSC) and/or appropriate Complex Resale Support Group (CRSG)
pursuant to this Agreement. dPimay submit a Local Service Request (L.SR)
electronically as set forth in Attachment 6. Service orders will be in a standard
format designated by BellSouth,

BeliSouth messaging services set forth in BellSouth’s Messaging Service
Re-Seller Information Package shall be made available for resale without the
wholesale discount.

BellSouth’s Inside Wire Maintenance Service Plan is available for resale at rates,
terms and conditions as set forth by BellSouth and without the wholesale
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discount.

In the event dPi acquires a customer whose service is provided pursuant to a
BellSouth Special Assembly, BellSouth shall make available to dPi that Special
Assembly at the wholesale discount at dPi’s option. dPi shall be responsible for
all terms and conditions of such Special Assembly including but not limited to
termination liability if applicable.

BellSouth shall provide 911/E911 for dPi customers in the same manner that it is
provided to BellSouth customers. BellSouth shall provide and validate dPi
customer information to the Public Safety Answering Point (PSAP), BeliSouth
shall use its service order process to update and maintain, on the same schedule
that it uses for its customers, the dPi customer information in the Automatic
Location Identification/Data Management System (ALI/DMS) databases used to
support 911/E911 services.

Pursuant to 47 C.F.R. § 51.617, BellSouth shall bill to dPi, and dPi shall pay, the
End User Common Line (EUCL) charges identical to the EUCL charges
BellSouth bills its customers,

BellSouth’s Provision of Services to dPi
Resale of BellSouth services shall be as follows:

The resale of Telecommunications Services shall be limited to users and uses
conforming to the class of service restrictions,

Hotel and Hospital PBX services are the only Telecommunications Services
available for resale to Hotel/Motel and Hospital customers, respectively.
Similarly, Access Line Service for Customer Provided Coin Telephones is the
only local service available for resale to Payphone Service Provider (PSP)
customers. Shared Tenant Service customers can only be sold those Jocal
exchange access services available in BellSouth’s GSST Section A23, Shared
Tenant Service Section in the states of Florida, Georgia, North Carolina and South
Caroling, and in A27 in the states of Alabama, Kentucky, Louisiana, Mississippi
and Tennessee.

BellSouth reserves the right to periodically audit services purchased by dPi to
establish authenticity of use. Such audit shall not occur more than once ina
calendar year. dPishall inake any and all records and data available to BellSouth
or BellSouth’s auditors on a reasonable basis. BellSouth shall bear the cost of
said audit. Any information provided by dPi for purposes of such audit shall be
deemed Confidential Information pursuant to the General Terms and Conditions.

Subject to Exhibit A hereto, resold services can only be used in the same manner
as specified in BellSouth's Tariffs. Resold services are subject to the same terms
and conditions as are specified for such services when furnished to an individual
customer of BellSouth in the appropriate section of BellSouth’s Tariffs. Specific
tariff features (e.g., a usage allowance per month) shall not be aggregated across

multiple resold services.

If dPi cancels an order for resold services, any costs incurred by BellSouth in
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conjunction with provisioning of such order will be recovered in accordance with
BellSouth’s GSST and Private Line Services Tariffs.

Service Jointly Provision ith an Ing ndent C or CLEC

BeliSouth will in some instances provision resold services in accordance with
BellSouth’s GSST and Private Line Tariffs jointly with an Independent Company
(ICO) or other CLEC.

When dPi assumes responsibility for such service, all terms and conditions
defined in the Tariff will apply for services provided within the BellSouth service
area only.

Service terminating in an ICO or other CLEC area will be provisioned and billed
by the 1CO or other CLEC directly to dPi.

dPi must establish a billing arrangement with the ICO or other CLEC prior to
assuming a customer account where such circumstances apply.

Specific guidelines regarding such services are available on the BellSouth
Interconnection Web site.

Maintenance of Services

Services resold pursuant to this Attachment and BellSouth’s GSST and Private
Line Service Tariff and facilities and equipment provided by BellSouth shall be
maintained by BellSouth.

dPi or its customers may not rearrange, move, disconnect, remove or attempt to
repair any facilities owned by BellSouth except with the written consent of
BellSouth.

dPi accepts responsibility to notify BellSouth of situations that arise that may
result in a service problem.

dPi will contact the appropriate repair centers in accordance with procedures
established by BellSouth,

For all repair requests, dPi shall adhere to BellSouth’s prescreening guidelines
prior to referring the trouble to BellSouth.

BellSouth reserves the right to contact dPi’s customers, if deemed necessary, for
maintenance purposes.

Discontinuance of Service
The procedures for discontinuing service to a customer are as follows:

BellSouth will deny service to dPi’s customer on behalf of, and at the request of,
dPi. Upon restoration of the customer’s service, restoral charges will apply and
will be the responsibility of dPi.

At the request of dPi, BellSouth will disconnect a dP1 customer.

All requests by dPi for denial or disconnection of a customer for nonpayment
must be in writing.
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dPi will be made solely responsible for notifying the customer of the proposed
disconnection of the service.

BellSouth will continue to process calls made to the Annoyance Call Center and
will advise dPi when it is determined that annoyance -alls are originated from one
of its customer’s locations. BellSouth shall be indemnified, defended and held
harmless by dPi and/or the customer against any claim, loss or damage arising
from providing this information to dPi. It is the responsibility of dPi to take the
corrective action necessary with its custorner who make annoying calls. (Failure
to do so will result in BellSouth's disconnecting the customer's service.)

White Pages Listings

BellSouth shall provide dPi and its end users access to white pages directory
listings under the following terms;

Listings. dPi shall provide all new, changed and deleted listings on a timely basis
and BellSouth or its agent will include dPi residential and business customer
listings in the appropriate White Pages (residential and business) or alphabetical
directories in the geographic areas covered by this Agreement, Directory listings
will make no distinction between dPi and BellSouth customers. dPi shall provide
listing information in accordance with the procedures set forth in The BellSouth
Business Rules for Local Ordering found at BellSouth’s Interconnection Services
Web site.

Unlisted/Non-Published Customers. dPi will be required to provide to BellSouth
the names, addresses and telephone numbers of all dPi customers who wish to be
omitted from directories. Unlisted/Non-Published listings will be subject to the
rates as set forth in BellSouth’s GSST and shall not be subject to the wholesale
discount.

Inclusion of dPi Customers in Directory Assistance Database. BeliSouth will
include and maintain dPi customer listings in BellSouth’s Directory Assistance

databases. dPi shall provide such Directory Assistance listings to BellSouth at no
charge.

Listing Information Confidentiality, BellSouth will afford dPi's directory listing
information the same level of confidentiality that BellSouth affords its own
directory listing information,

Additional and Designer Listings. Additional and designer listings will be offered
by BellSouth at tariffed rates as set forth in BellSouth’s GSST and shall not be

subject to the wholesale discount.

Rates. So long as dPi provides listing information to BellSouth as set forth in
Section 7.1.2 above, BellSouth shall provide to dPi one (1) basic White Pages
directory listing per dPi customer at no charge other than the manual service order
charge or the electronic service order charge, as appropriate, as described in
Attachment 6.

Directories, BellSouth or its agent shall make available White Pages directories
to dPi customer at no charge or as specified in a separate agreement between dPi
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and BellSouth’s agent.

Procedures for submitting dPi Subscriber Listing Information (SLI) are found in
The BellSouth Business Rules for Local Ordering found at BellSouth's
Interconnection Services Web site.

dPi authorizes BellSouth to release all dPi SLI provided to BellSouth by dPi to
qualifying third parties pursuant to either a license agreement or BellSouth’s
Directory Publishers Database Service (DPDS) in BellSouth’s GSST. Such dPi
SLI shall be intermingled with BellSouth’s own customer listings and listings of
any other CLEC that has authorized a similar release of SLI.

No compensation shall be paid to dPi for BellSouth’s receipt of dPi’s SLI, or for
the subsequent release to third parties of such SLI. In addition, to the extent
BellSouth incurs costs to modify its systems to enable the release of dPi’s SLI, or
costs on an ongoing basis to administer the release of dPi’s SLI, dPi shall pay to
BellSouth its proportionate share of the reasonable costs associated therewith. At
any time that costs may be incurred to administer the release of dPi’s SLI, dPi will
be notified. If dPi does not wish to pay its proportionate share of these reasonable
costs, dPi may instruct BellSouth that it does not wish to release its SLI to
independent publishers, and dPi shall amend this Agreement accordingly. dPi
will be liable for all costs incurred until the effective date of the amendment.

Neither BellSouth nor any agent shall be liable for the content or accuracy of any
SLI provided by dPi under this Agreement. dPi shall indemnify, except to the
extent caused by BellSouth’s gross negligence or willful misconduct, hold
harmless and defend BellSouth and its agents from and against any damages,
losses, liabilities, demands, claims, suits, judgments, costs and expenses
(including but not limited to reasonable attorneys' fees and expenses) arising from
BellSouth’s Tariff obligations or otherwise and resulting from or arising out of
any third party’s claim of inaccurate dPi listings or use of the SLI provided
pursuant to this Agreement. BellSouth may forward to dPi any complaints
received by BellSouth relating to the accuracy or quality of dPi listings.

Listings and subsequent updates will be released consistent with BellSouth system
changes and/or update scheduling requirements.

Operator Services (Operator Call Processing and Directory Assistance)

Operator Call Processing (OCP) provides: (1) operator handling for call
completion (for example, collect, third number billing, and manual calling-card
calls); (2) operator or automated assistance for billing after the customer has
dialed the called number (for example, calling card calls); and (3) special services
including but not limited to Busy Line Verification and Emergency Line Interrupt
(ELI), Emergency Agency Call and operator-assisted Directory Assistance (DA).

Upon request for BellSouth OCP, BellSouth shall:

Process 0+ and 0- dialed local calls.

Process 0+ and 0- intralLATA toll calls.

Process calls that are billed to dPi customer’s calling card that can be validated by
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BellSouth.
Process person-to-person calls,
Process collect calls.

Provide the capability for callers to bill a third party and shall also process such
calls.

Process station-to-station calls.

Process Busy Line Verify and ELI requests.
Process emergency call trace originated by PSAP.
Process operator-assisted DA calls.

Adhere to equal access requirements, providing dPi local customer the same IXC
access that BellSouth provides its own operator service (OS).

Exercise at least the same level of fraud control in providing OS to dPi that
BellSouth provides for its own OS.

Perform Billed Number Screening when handling Collect, Person-to-Person, and
Billed-To-Third-Party calls.

Direct customer account and other similar inquiries to the customer service center
designated by dPi.

Upon dPi's request BellSouth shall provide call records to dPi in accordance with
Optional Daily Usage File (ODUF) standards.

The interface requirements shall conform to the interface specifications for the
platform used to provide OS as long as the interface conforms to industry
standards,

DA Service

DA Service provides local and non-local customer telephone number listings with
the option to complete the call at the caller’s direction separate and distinct from
local switching.

DA Service shall provide up to two (2) listing requests per call, if available and if
requested by dPi's customer. BellSouth shall provide caller-optional DA call
completion service at rates set forth in BellSouth’s GSST to one of the provided
listings.

DA Service Updates, BellSouth shall update customer listings changes daily.
These changes include:

New customer connections;

Customer disconnections;

Customer address changes; and

Non-listed and non-published numbers for use in emergencies.
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Branding for Wholesale OCP and DA

BellSouth's branding feature provides a definable announcement to dPi’s
customers using BellSouth’s DA/OCP prior to placing such customers in queue or
connecting them to an available operator or automated operator system. This
feature allows dPi to have its calls custom branded with dPi's name on whose
behalf BellSouth is providing DA and/or OCP. Rates for the branding features
are set forth in Exhibit D.

BeliSouth offers three (3) branding options to dPi when ordering BellSouth's DA
and OCP: BellSouth Branding, Unbranding and Custom Branding,

dPi’s order for Custom Branding is considered firm ten (10) business days after
BeliSouth’s receipt of the order, dPi may cancel its order more than ten (10)
business days after BellSauth's receipt of the order. dPi shall notify BellSouth in
writing and shall pay all charges per the order, For branding and unbranding via
Originating Line Number Screening (OLNS), dPi must contact its Local Contract
Manager to initiate the order via the OLNS Branding Order form.

Branding via OLNS

BellSouth Branding, Unbranding and Custom Branding are also available for DA,
OCP or both via OLNS software., When utilizing this method of Unbranding or
Custom Branding, dPi shall not be required to purchase dedicated trunking,

BellSouth Branding is the default branding offering.

For BellSouth to provide Unbranding or Custom Branding via OLNS software for
OCP or for DA, dPi must have its OCN(s) and telephone numbers reside in
BellSouth’s Line Information Database (LIDB). To implement Unbranding and
Custom Branding via OLNS software, dPi must submit a manual order form
which requires, among other things, dPi's OCN and a forecast, pursuant to the
appropriate BellSouth form provided, for the traffic volume anticipated for each
BellSouth Traffic Operator Position System (TOPS) during the peak busy hour,
dPi shall provide updates to such forecast on a quarterly basis and at any time
such forecasted traffic volumes are expected to change significantly. Upon dPi’s
purchase of Unbranding or Custom Branding using OLNS software for any
particular TOPS, all dPi customers served by that TOPS will receive the
Unbranded “no announcernent” or the Custom Branded announcement.

LIDB

BellSouth LIDB stores current information on working telephone numbers and
billing account numbers.

Where dPi is purchasing Resale services BellSouth shall utilize BellSouth’s
service order generated from dPi LSR’s to populate LIDB with dPi’s customer
information. BellSouth provides access to information in its LIDB, including dPi
customer information, to its LIDB customers via queries to LIDB,

When necessary for fraud control measures, BellSouth may perform additions,
updates and deletions of dPi data to the LIDB (e.g., calling card deactivation).
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dPi will not be charged a fee for LIDB storage services provided by BellSouth to
dPi pursuant to this Attachment,

Responsibilities of the Parties

BellSouth will administer the data provided by dPi pursuant to this Agreement in
the same manner as BellSouth administers its own data.,

dPi is responsible for completeness and accuracy of the data being provided to
BeliSouth.

BellSouth shall not be responsible to dPi for any lost revenue which may result
from BellSouth's administration of the LIDB pursuart to its established practices
and procedures as they exist and as they may be changed by BellSouth in its sole
discretion from time to time.

Revenue Accounting Office (RAQ) Hosting
RAQ Hosting is not required for resale in the BellSouth region.
QOptionsal Daily Usage File (ODUF)

The ODUF Agreement with terms and conditions is included in this Attachment
as Exhibit B. Rates for ODUF are as set forth in Exhibit D,

BellSouth will provide ODUF service upon written request.
Enhanced Qptional Daily Usage File (EODUF)

The EODUF service Agreement with terms and conditions is included in this
Attachment as Exhibit C. Rates for EODUF are as set forth in Exhibit D.

BellSouth will provide EODUF service upon written request.
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Optional Daily Usage File

Upon written request from dPi, BellSouth will provide the ODUF service to dPi
pursuant to the terms and conditions set forth in this section.

dPi shall furnish all relevant information required by BellSouth for the provision
of the ODUF.

The ODUF feed provides dPi messages that were carried over the BellSouth
network and processed by BellSouth for dPi.

Charges for ODUF will appear on dPi’s monthly bills for the previous month’s
usage in arrears. The charges are as set forth in Exhibit D.

The ODUF feed will contain both rated and unrated messages, All messages will
be in the standard Alliance for Telecommunications Industry Solutions (ATIS)
Exchange Message Interface (EMI) record format.

ODUF Specifications
ODUF Message to be Transmitted
The following messages recorded by BellSouth will be transmitted to dPi:

Message recording for per use/per activation type services (examples: Three Way
Calling, Verify, Interrupt, Call Return, etc.);

Measured local calls;

Directory Assistance messages;
IntralLATA Toll;

WATS and 800 Service;

N1l;

Information Service Provider Messages;
OS Messages;

OS Message Attempted Calls;
Credit/Cancel Records; and

Usage for Voice Mail Message Service.

Rated Incollects (messages BellSouth receives from other revenue accounting
offices) appear on ODUF. Rated Incollects will be intermingled with BellSouth
recorded rated and unrated usage. Rated Incollects will not be packed separately.

BellSouth will perform duplicate record checks on records processed to ODUF.
Any duplicate messages detected will be deleted and oot sent to dPi.

In the event that dPi detects a duplicate on ODUF they receive from BellSouth,
dPi will drop the duplicate message and will not return the duplicate to BellSouth,

ODUF Physical File Characteristics
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ODUF will be distributed to dPi via Secure File Transfer Protoco] (FTP). The
ODUF feed will be a variable block format. The data on the ODUF feed will be
in a non-compacted EMI format (one hundred seventy-five (175) byte format plus
modules). It will be created on a daily basis Monday through Friday except
holidays. Details such as dataset name and delivery schedule will be addressed
during negotiations of the distribution medium. There will be a maximum of one
(1) dataset per workday per OCN. If BellSouth determines the Secure FTP
Mailbox is nearing capacity levels, BellSouth may move the customer to
CONNECT:Direct file delivery,

If the customer is moved, CONNECT:Direct data circuits (private line or dial-up)
will be required between BellSouth and dPi for the purpose of data transmission.
Where a dedicated line is required, dPi will be responsible for ordering the circuit,
overseeing its installation and coordinating the installation with BeliSouth. dPi
will also be responsible for any charges associated with this line, Equipment
required on the BeliSouth end to attach the line to the mainframe computer and to
transmit messages successfully on an ongoing basis will be negotiated on an
individual case basis. Any costs incurred for such equipment will be dPi's
responsibility. Where a dial-up facility is required, dial circuits will be installed
in the BellSouth data center by BellSouth and the associated charges assessed to
dPi. Additionally, all message toll charges associated with the use of the dial
circuit by dPi will be the responsibility of dPi. Associated equipment on the
BellSouth end, including a modem, will be negotiated on an individual case basis
between the Parties. All equipment, including modems and sofiware, that is
required on dPi’s end for the purpose of data transmission will be the
responsibility of dPi.

If dPi utilizes FTP for data file transmission, purchase of the FTP software will be
the responsibility of dPi.

ODUF Packing Specifications

The data will be packed using ATIS EMI records. A pack will contain a
minimum of one (1) message record or a maximum of ninety-nine thousand nine
hundred and ninety-nine (99,999) message records plus a pack header record and
a pack trailer record. One transmission can contain a maximum of ninety-nine
(99) packs and a minimum of one (1) pack.

The OCN, From RAO, and lnvoice Number will control the invoice sequencing.
The From RAO will be used to identify to dPi which BellSouth RAO is sending
the message. BellSouth and dPi will use the invoice sequencing to control data
exchange. BellSouth will be notified of sequence failures identified by dPi and
resend the data as appropriate.

ODUF Pack Rejection

dPi will notify BellSouth within one (1) business day of rejected packs (via the
mutually agreed medium). Packs could be rejected because of pack sequencing
discrepancies or a critical edit failure on the Pack Header or Pack Trailer records
(e.g., out-of-balance condition on grand totals, invalid data populated). Standard
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ATIS EMI error codes will be used. dPi will not be required to return the actual
rejected data to BellSouth. Rejected packs will be comrected and retransmitted to

dPi by BellSouth.
6.5 ODUEF Control Data
6.5.1 dPi will send one confirmation record per pack that is received from BellSouth.

This confirmation record will indicate dPi’s receipt of the pack and the acceptance
or rejection of the pack. Pack Status Code(s) will be populated using standard
ATIS EMI error codes for packs that were rejected by dPi for reasons stated in the
above section.

6.6 ODUF Testing
6.6.1 Upon request from dPi, BellSouth shall send ODUF test files to dPi. The Parties

agree to review and discuss the ODUF file content and/or format. For testing of
usage results, BellSouth shall request that dPi set up a production (live) file. The
live test may consist of dPi’s employees making test calls for the types of services
dPi requests on ODUF. These test calls are logged by dPi, and the logs are
provided to BellSouth. These logs will be used to verify the files. Testing will be
completed within thirty (30) days from the date on which the initial test file was
sent,
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Enhanced Optional Daily Usage File

Upon written request from dPi, BellSouth will provide the EODUF service to dPi
pursuant to the terms and conditions set forth in this section, EODUF will only be
sent to existing ODUF subscribers who request the EODUF option.

dPi shall furnish all relevant information required b&l BellSouth for the provision
of the EODUF.

The EODUF will provide usage data for local calls originating from resold Flat
Rate Business and Residential Lines.

Charges for EODUF will appear on dPi's monthly bills for the previous month’s
usage in acrears. The charges are as set forth in Exhibit D.

All messages will be in the standard ATIS EMI record format.

Messages that error in the billing system of dPi will be the responsibility of dPi.
If, however, dPi should encounter significant volumes of errored messages that
prevent processing by dPi within its systems, BellSouth will work with dPi to
determine the source of the errors and the appropriate resolution.

EODUEF Specifications
EODUF Usage To Be Transmitted
The following messages recorded by BellSouth will be transmitted to dPi:

Customer usage data for flat rated local calls originat'ng from dPi’s customer
lines (1FB or 1FR). The EODUF record for flat rate messages will include:

Date of Call

From Number

To Number
Connect Time
Conversation Time
Method of Recording
From RAO

Rate Class
Message Type
Billing Indicators
Bill to Number

BellSouth will perform duplicate record checks on EODUF records processed to
ODUF. Any duplicate messages detected will be deleted and not sent to dPi.

Version: 4Q06 Standard ICA

11/30/06



72
7.2.1

722

7.23

13
7.3.1

73.2

Exhibit PLF-3
Page 38 of 59

Attachment [
Page 18
Exhibit C
In the event that dPi detects a duplicate on EODUF they receive from BellSouth,
dPi will drop the duplicate message and will not return the duplicate to BellSouth,

EODUF Physical File Characteristics

EODUF feed will be distributed to dPi via FTP. The EODUF messages will be
intermingled among dPi’'s ODUF messages. The EODUF will be a variable block
format, The data on the EODUF will be in a non-compacted EMI format (one
hundred seventy-five (175) byte format plus modules). It will be created on a
daily basis Monday through Friday except holiday. If BellSouth determines the
Secure FTP mailbox is nearing capacity levels, BellSouth may move the customer
to CONNECT::Direct file delivery.

Data circuits (private line or dial-up) may be required between BellSouth and dPi
for the purpose of data transmission. Where a dedicated line is required, dPi will
be responsible for ordering the circuit, overseeing its installation and coordinating
the installation with BellSouth. dPi will also be responsible for any charges
associated with this line. Equipment required on the BellSouth end to attach the
line to the mainframe computer and to transmit successfully ongoing will be
negotiated on an individual case basis. Where a dial-up facility is required, dial
circuits will be installed in the BeliSouth data center by BellSouth and the
associated charges assessed to dPi. Additionally, all message toll charges
assaciated with the use of the dial circnit by dPi will be the responsibility of dPi.
Associated equipment on the BellSouth end, including a modem, will be
negotiated on an individual case basis between the Parties. All equipment,
including modems and software, that is required on dPi’s end for the purpose of
data transmission will be the responsibility of dPi.

If dPi utilizes FTP for data file transmission, purchase of the FTP software will be
the responsibility of dPi,

EODUF Packing Specifications

The data will be packed using ATIS EMI records. A pack will contain a
minimum of one (1) message record or a maximum of ninety-nine thousand nine
hundred and ninety-nine (99,999) message records pls a pack header record and
a pack trailer record. One transmission can contain a maximum of ninety-nine
(99) packs and a minimum of one (1) pack.

The OCN, From RAO, and Invoice Number will control the invoice sequencing.
The From RAQ will be used to identify to dPi which BellSouth RAQ is sending
the message. BellSouth and dPi will use the invoice sequencing to control data
exchange. BellSouth will be notified of sequence failures identified by dPi and
resend the data as appropriate.
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BILLING

Payment and Billing Arrangements

The terms and conditions set forth in this Attachment shall apply to all services
ordered and provisioned pursuant to this Agreement.

BellSouth will bill through the Carrier Access Billing System (CABS), Integrated
Billing System (IBS) and/or the Customer Records Information Systems (CRIS)
depending on the particular service(s) provided to DPI under this Agreement.
BellSouth will use its best efforts to format bills in CABS Billing Output
Specification (CBOS) standard format. BellSouth’s bulling format may change in
accordance with applicable industry standards; provided, however, that BellSouth
may, in some instances, not apply CBOS standard format for certain types of
billing for certain products and services. Billing in a format other than CBOS shall
not be the basis of any DPI dispute or withholding of payment.

For any service(s) BellSouth receives from DPI, DPI shall bill BeliSouth in CBOS
format.

Any switched access charges associated with interexchange carrier access to the
resold local exchange lines will be billed by, and due to BellSouth,

BellSouth will render bills each month on established bill days for each of DPI's
accounts. If either Party requests multiple billing media or additional copies of the
bills, the billing Party will provide these at the rates set forth in BellSouth’s FCC
No. | Tariff, Section 13.3.6.3, except for resold services which shall be at the rates
set forth in BellSouth’s Non-Regulated Services Pricing List N6,

BellSouth will bill DPI in advance for all services to be provided during the
ensuing billing period except charges associated with service usage and
nonrecurring charges, which will be bilied in arrears,

For resold services, charges for services will be calculated on an individual
customer account level, including, if applicable, any charge for usage or usage
allowances. BellSouth will also bill DPI, and DPI will be responsible for and remit
to BellSouth, all charges applicable to said services including but not limited to
911 and E911 charges, EUCL charges, federal subscriber line charges,
telecommunications relay charges, and franchise fees, unless otherwise ordered by
a Commission.

BellSouth will not perform billing and collection services for DPI as a result of the
execution of this Agreement.

Establishing Accounts and Subsequent State Certifications. After submitting a

credit profile and deposit, if required, and after receiving certification as a local
exchange carrier from the appropriate Commission, DPI will provide the
appropriate BellSouth Local Contract Manager responsible for new CLEC
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activation, the necessary documentation to enable BellSouth to establish accounts
for Local Interconnection, Network Elements and Other Services and/or resold
services. Such documentation shall include the Application for Master Account, if
applicable, proof of authority to provide Telecommunications Services, the
appropriate OCN for each state as assigned by the NECA, CIC, if applicable,
ACNA, if applicable, BellSouth’s blanket form LOA, Misdirected Number form,
and a tax exemption certificate, if applicable. Notwithstanding anything to the
contrary in this Agreement, DPI may not order services under a new account
and/or subsequent state certification, established in accordance with this Section
until thirty (30) days after all information specified in this Section is received from
DPIL

ACNAs. DPI shall provide BellSouth with documentation from Telcordia
identifying the ACNA assigned to it by Telcordia (as applicable) in the same legal
name as reflected in the preamble to this Agreement. Such ACNA will be used by
DPI to order services pursuant to this Agreement and will not be shared by DPI
with another entity.

Company Identifiers, If DPI needs to change, add to, eliminate or convert its
OCN(s), ACNAs and other identifying codes (collectively “Company Identifiers™)
under which it operates when DPI has already been conducting business utilizing
those Company Identifiers, DPI shall follow the Mergers and Acquisitions Process
as described on BellSouth’s Interconnection Web site, and shall be subject to
separately negotiated rates, terms and conditions.

Tax Exemption, It is the responsibility of DPI to provide BellSouth with a
properly completed tax exemption certificate in the current version of the form
customarily used by BeliSouth and at intervals required by the appropriate taxing
authorities or reasonably requested by BellSouth. A tax exemption certificate must
be supplied for each individual DPI entity purchasing Services under this
Agreement. Upon BeliSouth's receipt of a properly completed tax exemption
certificate, subsequent billings to DPI will not include those taxes or fees from
which DPI is exempt. Prior to receipt of a properly completed exemption
certificate, BellSouth shall bill, and DPI shall pay all applicable taxes and fees. In
the event that DPI believes that it is entitled to an exemption from and refund of
taxes with respect to the amount billed prior to BellSouth’s receipt of a properly
completed exemption certificate, BellSouth shall assign to DPI its rights to claim a
refund of such taxes. If applicable law prohibits the assignment of tax refund
rights or requires the claim for refund of such taxes to be filed by BellSouth,
BellSouth shall, after receiving a written request from DPI and at DPI's sole
expense, pursue such refund claim on behalf of DPI, provided that DPI promptly
reimburses BellSouth for any costs and expenses incurred by BellSouth in pursuing
such refund claim; and, provided further, that BellSouth shall have the right to
deduct any such outstanding costs and expenses from the amount of any refund
obtained prior to remitting such refund to DPI or to deduct any such outstanding
costs and expenses from any amounts owed by BellSouth to DPI if no refund is
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obtained. DPI shall be solely responsible for the computation, tracking, reporting
and payment of all taxes and fees associated with the services provided by DPI to
its customers.

Deposit Policy. Prior to the inauguration of service or, thereafter, upon
BeliSouth’s request, DPI shall complete the BellSouth Credit Profile (BellSouth
form) and provide information to BellSouth regarding DPI’s credit and financial
condition. Based on BellSouth's analysis of the BellSouth Credit Profile and other
relevant information regarding DPI’s credit and financial condition, BellSouth
reserves the right to require DPI to provide BellSouth with a suitable form of
security deposit for DPI’s account(s). If, in BellSouth’s sole discretion,
circumstances so warrant and/or DPI's gross monthly billing has increased by
20%, BellSouth reserves the right to request additional security (or to require a
security deposit if none was previously requested) and/or file a Uniform
Commercial Code (UCC-1) security interest in DPI’s “accounts receivables and
proceeds”,

Security deposit shall take the form of cash, an irrevocable letter of credit
(BellSouth form), surety bond (BellSouth form) or, in BellSouth’s sole discretion,
some other form of security proposed by DPI and accepted by BellSouth. Any
such security deposit shall in no way release DPI from its obligation to make
complete and timely payments of its bill(s). If BellSouth requires DPI to provide a
security deposit, DPI shall provide such security deposit prior to the inauguration
of service or within thirty (30) days of BellSouth’s request, as applicable,
Security deposit request notices will be sent to DPI via certified mail or overnight
delivery. Such notice period will start the day after the deposit request notice is
rendered by certified mail or overnight delivery. Interest on a cash security deposit
shall accrue and be applied or refunded in accordance with the terms in
BellSouth’s GSST.

Security deposits collected under this Section shall not exceed two (2) months’
estimated billing for services pursuant to this Agreement. Estimated billings are
calculated based upon the monthly average of the previous six (6) months current
billings, if DPI has received service from BellSouth during such period at a level
comparable to that anticipated to occur over the next six (6) months, If either DPI
or BellSouth has reason to believe that the level of service to be received during
the next six (6) months will be materially higher or lower than received in the
previous six (6) months, DPI and BellSouth shall agree on a level of estimated
billings based on all relevant information.

In the event DPI fails to provide BellSouth with a suitable form of security deposit
or additional security deposit as required herein, defaults on its account(s), or
otherwise fails to make any payment or payments required under this Agreement in
the manner and within the time required, service to DPI may be Suspended,
Discontinued or Terminated in accordance with the terms of Section 1.5 below.
Upon Termination of services, BellSouth shall apply any security deposit to DPI's
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final bill for its account(s). If no bill is rendered to DPI, BellSouth shall,
nevertheless, apply any security deposit to DPI's outstanding balance.

At least seven (7) days prior to the expiration of any letter of credit provided by
DP] as security under this Agreement, DPI shall renew such letter of credit or
provide BeliSouth with evidence that DPI has obtained a suitable replacement for
the letter of credit. If DPI fails to comply with the foregoing, BellSouth shall
thereafter be authorized, in its sole discretion, to draw down the full amount of
such letter of credit and utilize the cash proceeds as security for DPI accounts(s).
If DPI provides a security deposit or additional security deposit in the form of a
surety bond as required herein, DPI shall renew the surety bond or provide
BellSouth with evidence that DPI has obtained a suitable replacement for the
surety bond at least seven (7) days prior to the cancelfation date of the surety
bond. If DPI fails to comply with the foregoing, BellSouth shall thereafter be
authorized, in its sole discretion, to take action on the surety bond and utilize the
cash proceeds as security for DPI's account(s). If the credit rating of any bonding
company that has provided DPI with a surety bond provided as security hereunder
has fallen below B, BellSouth will provide written notice to DPI that DPT must
provide a replacement bond or other suitable security within fifteen (15) days of
BellSouth’s written notice. If DPI fails to comply with the foregoing, BellSouth
shall thereafter be authorized, in its sole discretion, to take action on the surety
bond and utilize the cash proceeds as security for DPI's account(s).
Notwithstanding anything contained in this Agreement to the contrary, BellSouth
shall be authorized, in its sole discretion, to draw down the full amount of any
letter of credit or take action on any surety bond provided by DPI as security
hereunder if DPI defaults on its account(s) or otherwise fails to make any payment
or payments required under this Agreement in the manner and within the time, as
required herein and apply the cash proceeds to any outstanding balance on DPI's
accounts and utilize any remaining cash proceeds as security for DPI's account(s).

Payment Responsibility. Payment of all charges will be the responsibility of DPI.
DPI shall pay invoices by check or by utilizing wire transfer services or automatic
clearing house services. DPI shall make payment to BellSouth for all services
billed including disputed amounts. BeliSouth will not become involved in billing
disputes that may arise between DPI and DPI's customer.

Payment Due. Payment for services provided by BellSouth, not including disputed
charges, is due on or before the next bill date. Information required to apply
payments must accompany the payment. The information must notify BellSouth of
Billing Account Numbers (BAN) paid; invoices paid and the amount to be applied
to each BAN and invoice (Remittance Information). Payment is considered to
have been made when the payment and Remittance Information are received by
BeliSouth. If the Remittance Information is not received with payment, BellSouth
will be unable to apply amounts paid to DPI's accounts. In such event, BellSouth
shall hold such funds until the Remittance Information is received. If BellSouth
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does not receive the Remittance Information by the payment due date for any
account(s), late payment charges shall apply.

Due Dates. If the payment due date falls on a Sunday or on a holiday that is
observed on a Monday, the payment due date shall be the first non-holiday day
following such Sunday or holiday. If the payment due date falls on a Saturday or
on a holiday which is observed on Tuesday, Wednesday, Thursday, or Friday, the
payment due date shall be the last non-holiday day preceding such Saturday or
holiday. If payment is not received by the payment due date, a late payment
charge, as set forth in Section 1.4.1.2, below, shall apply.

Late Payment. If any portion of the payment is not received by BellSouth on or
before the payment due date as set forth above, or if any portion of the payment is
received by BellSouth in funds that are not immediately available to BeliSouth,
then a late payment and/or interest charge shall be due to BellSouth. The late
payment and/or interest charge shall apply to the portion of the payment not
received and shall be assessed as set forth in Section A2 of BellSouth’s GSST,
Section B2 of the Private Line Service Tariff or Sectiun E2 of the BellSouth
intrastate Access Services Tariff, or pursuant to the applicable state law as
determined by BeliSouth, In addition to any applicable late payment and/or interest
charges, DPI may be charged a fee for all returned checks at the rate set forth in
Section A2 of BellSouth’s GSST or pursuant to the applicable state law.

Discontinuing Service to DPI. The procedures for discontinuing service to DPI
are as follows:

In order of severity, Suspend/Suspension, Discontinue/Discontinuance and
Terminate/Termination are defined as follows for the purposes of this Attachment:

Suspend/Suspension is the temporary restriction of the billed Party’s access to the
ordering systems and/or access to the billed Party’s ability to initiate PIC-related
changes. In addition, during Suspension, pending orders may not be completed
and orders for new service or changes to existing services may not be accepted.

Discontinue/Discontinuance is the denial of service by the billing Party to the billed
Party that will result in the disruption and discontinuation of service to the billed
Party’s customers. Additionally, at the time of Discontinuance, BellSouth will
remove any Local Service Freezes in place on the billed Party’s customers.

Terminate/Termination is the disconnection of service by the billing Party to the
billed Party.

BellSouth reserves the right to Suspend, Discontinue or Terminate service in the
event of prohibited, unlawful or improper use of BellSouth facilities or service,
abuse of BellSouth facilities, or any other violation or noncompliance by DPI of
the rules and regulations of BellSouth'’s tariffs.
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Suspension. If payment of amounts due as described herein is not received by the
bill date in the month after the original bill date, or thirty (30) days from the date
of a deposit request in the case of security deposits, BeliSouth will provide written
notice to DPI that services will be Suspended if payment of such amounts, and all
other amounts that become past due before Suspension, is not received by wire
transfer, automatic clearing house or cashier’s check in the manner set forth in
Section 1.4.1 above, or in the case of a security deposit request, in the manner set
forth in Section 1.3.1 above: (1) within seven (7) days following such notice for
CABS billed services; (2) within fifteen (15) days following such notice for CRIS
and IBS billed services; and (3} within seven (7) days following such notice for
security deposit requests.

The Suspension notice shall also provide that all past due charges for CRIS and
IBS billed services, and all other amounts that become past due for such services
before Discontinuance, must be paid within thirty (30) days from the date of the
Suspension notice to avoid Discontinnance of CRIS and IBS billed services.

For CABS billed services, BellSouth will provide a Discontinuance notice that is
separate from the Suspension notice, that all past due charges for CABS billed
Services, and all other amounts that become past due for such services before
Discontinuance, must be paid within thirty (30) days from the date of the
Suspension notice to avoid Discontinuance of CABS billed services. This
Discontinuance notice may be provided at the same time that BellSouth provides
the Suspension notice.

Discontinuance. If payment of amounts due as described herein is not received by
the bill date in the month after the original bill date, BellSouth will provide written
notice that BellSouth may Discontinue the provision of existing services to DPI if
payment of such amounts, and all other amounts that become past due before
Discontinuance, including requested security deposits, is not received by wire
transfer, automatic clearing house or cashier’s check in the manner set forth in
Section 1.4.1 above or in the case of a deposit in accordance with Section 1.3.1
above, within thirty (30) days following such written notice; provided, however,
that BellSouth may provide written notice that such existing services may be
Discontinued within fifteen (15) days following such notice, subject to the criteria
described in Section 1.5.4.1 below.

BellSouth may take the action to Discontinue the provision of existing service
upon fifteen (15) days from the day after BellSouth provides written notice of such
Discontinuance if (a) such notice is sent by certified mail or overnight delivery; (b)
DPI has not paid all amounts due pursuant to a subject bill(s), or has not provided
adequate security pursuant to a deposit request; and (c) either:

(1) BellSouth has sent the subject bill(s) to DPI within seven (7) business days of
the bill date(s), verifiable by records maintained by BellSouth:
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i, in paper or CDROM form via the United States Postal Service (USPS),
or

ii. in magnetic tape form via overnight delivery, or

iit. via electronic transmission; or

(2) BellSouth has sent the subject bill(s) to DPI, using one of the media described
in (1) above, more than thirty (30) days before notice to Discontinue service
has been rendered.

In the case of Discontinuance of services, all billed charges, as well as applicable
discormect charges, shall become due.

DPI is solely responsible for notifying the customer of the Discontinuance of
service. If, within seven (7) days after DPI's services have been Discontinued,
DPI pays, by wire transfer, automatic clearing house or cashier’s check, all past
due charges, including late payment charges, outstanding security deposit request
amounts if applicable and any applicable restoral charges as set forth in Section Ad
of BellSouth’s GSST, then BellSouth will reestablish service for DPI.

Termination. If within seven (7) days after DPI's service has been Discontinued
and DPI has failed to pay all past due charges as described above, then DPI’s
service will be Terminated.

Billing Disputes

DPI shall electronically submit all billing disputes to BellSouth using the form
specified by BellSouth. In the event of a billing dispute, the Parties will endeavor
to resolve the dispute within sixty (60) days of the notification date. Within eight
(8) business days of BellSouth’s denial, or partial denial, of the billing dispute, if
DPI is not satisfied with BeliSouth’s resolution of the billing dispute or if no
response to the billing dispute has been received by DPI by such sixtieth (60") day,
DPI must pursue the escalation process as outlined in the Billing Dispute
Escalation Matrix, set forth on BellSouth’s Interconnection Services Web site, or
the billing dispute shall be considered denied and closed. If, after escalation, the
Parties are unable to reach resolution, then the aggrieved Party, if it elects to
pursue the dispute shall pursue dispute resolution in accordance with General
Terms and Conditions.

For purposes of this Section 2, a billing dispute means a reported dispute
submitted pursuant to Section 2.1 above of a specific amount of money actually
billed by BellSouth within twelve (12) months of the submission of such dispute.
DPI agrees to not submit billing disputes for amounts billed more than twelve (12)
months prior to submission of a billing dispute filed for amounts billed. The billing
dispute must be clearly explained by DPI and supported by written documentation,
which clearly shows the basis for disputing charges. Disputes that are not clearly
explained or those that do not provide complete information may be rejected by

Version: 4Q06 Standard ICA

11/30/06



3.1

32

33

3.4

3.5

3.5.1

3.5.2

353

Exhibit PLF-3
Page 58 of 59

Attachment 7
Page 10

BellSouth. Claims by DPI for damages of any kind will not be considered a billing
dispute for purposes of this Section. If BellSouth resolves the billing dispute, in
whole or in part, in favor of DPI, any credits and interest due to DPI as a result
therof shall be applied to DPI’s account by BellSouth upon resolution of the billing
dispute.

Non-InterCompany Settlements

Direct Participants are Telecommunications carriers that exchange data directly
with other Direct Participants via the Centralized Message Distribution System
(CMDS) Data Center (Direct Participant) and may act as host companies (Host)
for those Telecommunications carriers that do not exchange data directly via the
CMDS Data Center,

The Non-InterCompany Settlements (NICS) is the national system administered by
Telcordia that is used in the settlement of revenues for calls that are originated and
billed by two (2) different local exchange carriers (ILEC) within a single Direct
Participant’s territory to another for billing. NICS applies to calls involving
another LEC where the Earning Company and the Billing Company are located
within BellSouth’s territory.

In association with message distribution service, BellSouth will provide DPI with
associated intercompany settlements reports as appropriate.

Notwithstanding anything in this Agreement to the contrary, in no case shall either
Party be liable to the other for any direct or consequential damages incurred as a
result of the obligations set out in this Section 3.

Intercompany Settlements Messages

Intercompany Settlements Messages facilitate the settlement of revenues
associated with traffic originated from or billed by DPI as a facilities based
provider of local exchange Telecommunications Services.

BellSouth will receive the monthly NICS reports from Telcordia on behalf of DPI
and will distribute copies of these reports to DPI on a monthly basis,

Through NICS, BeliSouth will collect the revenue earned by DPI within the
BeliSouth territory from another LEC also within the BellSouth territory where the
messages are billed, less a per message billing and collection fee of five cents
($0.05), on behalf of DPI, BellSouth will remit the revenue billed by DPI within
the BellSouth region to the LEC also within the BellSouth region, where the
messages originated, less a per message billing and collection fee of five cents
(30.05). These two (2) amounts will be netted together by BellSouth and the
resulting charge or credit issued to DPI via a CABS maiscellaneous bill on a
monthly basis in arrears.
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354 BellSouth and DPI agree that monthly netted amounts of less than fifty dollars
(850.00) will not be settled.
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STATE OF NORTH CAROLINA
UTILITIES COMMISSION
RALEIGH

DOCKET NO. P-100, SUB 72b
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Implementation of Session Law 2003-91, )
Senate Bill 814 Titled “An Act to Clarify the ) ORDER RULING ON MOTION
Law Regarding Competitive and Deregulated ) REGARDING PROMOTIONS
Offerings of Telecommunications Services” )

BY THE COMMISSION: On June 25, 2004, the Public Staff filed a Motion for
Order Concerning Eligibility for One-Day Notice and ILECs' Obligations to Offer
Promotions to Resellers. On July 7, 2004, the Commission issued an Order Seeking
Comments on the Public Staff's Motion Regarding Promotions with initial comments due
no later than August 6, 2004 and reply comments August 24, 2004. The following
parties or groups of parties filed timely initial comments: the Public Staff, BellSouth
Telecommunications, Inc. (BellSouth); Time Warner Telecom of North Carolina, L.P.,
US LEC of North Carolina, Inc., and Southeastern Competitive Carriers Association
(collectively, the “Joint Commenters”); and ALLTEL Carolina, Inc., Carolina Telephone
and Telegraph Company, Central Telephone Company, and Verizon South Inc.
(collectively, the “ILECS”).

By Supplemental Order issued on August 24, 2004, the Commission granted the
Public Staff's Motion for an extension of time until August 31, 2004, for all parties to file
reply comments. The following parties filed timely reply comments: the Public Staff,
BellSouth, Verizon South Inc. (Verizon), and Carolina Telephone and Telegraph
Company (Carolina) and Central Telephone Company (Central) (collectively, “Sprint”).

PUBLIC STAFF'S MOTION

The Public Staff's Motion sought the Commission’s further guidance on the
proper construction of the provision in G.S. 62-133.5(f) authorizing the filing on one
day’s notice and without Commission approval of

any promotion or bundled service offering for residence or business
customers involving both regulated and nonregulated services that feature
price discounts that apply exclusively to services not regulated by the
Commission.

G.S. 62-133.5(f). Specifically, the Public Staff sought guidance on construction of the
statutory language as it relates to matters regarding promotional discounts/nonregulated
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service as set forth below. In addition, the Public Staff sought guidance, also as set
forth below, on the application of the resale obligation created by TAS6.

A. Promotional Discounts/Nonregulated Service

1) Are gift cards, checks, coupons for checks or similar types of benefits
promotional discounts or nonregulated services, as Carolina/Central have contended?

The Public Staff argued that bill credits, gift cards, checks or coupons offered to
customers by a company’s regulated business as a promotion to encourage
subscription to a regulated service are promotions featuring price discounts. When
inducements such as gift cards are given in exchange for subscription to both regulated
and nonregulated services, the customer effectively receives a price discount even
though the company’s tariffed price for the regulated service remains unchanged. It is
irrelevant whether the cost of the telecommunications service is directly affected or the
customer reduces his expenses elsewhere through use of a gift card, check or coupon.
The Public Staff further stated that gift card type promotions are not telecommunications
services.

The Joint Commenters noted that, while not “services” according to the
definition in G.S. 62-3(27), gift cards, checks, coupons and similar incentives are
discounts offered to induce customers to purchase certain specified services. In order to
invoke the one-day notice provision of Section 62-133.5(f) applicable when a discount
applies solely to nonregulated services, the company offering the promotional discount
has the burden of establishing that such discount applies only to the nonregulated
portion of a mixed or bundled regulated/nonregulated service offering.

BellSouth contended that gift cards, checks, coupons for checks and similar
types of benefits are marketing incentives. According to BellSouth, such incentives are
not telecommunications services, nor are they promotional discounts, since customers
are not provided a reduction, i.e.,, a discount, from the retail price of the service(s)
offered in conjunction with the incentive(s).

According to the ILECs, gift cards, checks, coupons for checks and similar types
of benefits are themselves nonregulated services. Sprint maintained in its reply
comments that any services, such as gift cards, checks or check coupons, not
contained in Carolina’s and Central’'s General Subscriber Services or Intrastate Access
Tariffs are not regulated by the Commission and are, therefore, nonregulated services.
Verizon noted in its reply comments that gift cards, checks and coupons are marketing
incentives, not regulated services. Verizon further stated that gift card type incentives
cannot be considered promotional discounts because they cannot be used to reduce
the retail price a customer pays for regulated services.
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DISCUSSION OF QUESTION A-1

The Commission agrees with the Joint Commentiers and the Public Staff
inasmuch as they argued (1) that gift cards, checks, check coupons and similar benefits
offered as an inducement to purchase telecommunication services are not themselves
services (regulated or nonregulated) offered by a public utility, and (2) that such
inducements are promotional discounts nonetheless. The Commission is persuaded
that anything of economic value paid, given, or offered to a customer to promote or
induce purchase of a bundled service offering of both regulated and nonregulated
telecommunications services is a promotional discount. Gift cards and similar benefits
or incentives are not services offered by a public utility and they are not being offered by
local exchange carriers as either regulated or nonregulated services. However, when
such benefits are offered to induce the purchase of regulated and/or nonregulated
services these benefits are promotional discounts. While the retail price to the customer
of neither the regulated or nonregulated portions of the bundle is necessarily lowered as
part of gift card type promotions, the customer nevertheless receives the offered bundle
for a savings because the gift card, check, coupon for check, or other thing of value
provided returns value to the customer for the purchase of a bundle. The customer
does not receive this savings or value unless he purchases the specified bundle
associated with the promotion. Thus, because the savings or benefit is received only in
exchange for the purchase of the bundle, the bundle is in effect discounted to the
customer by the amount of the monetary benefit or thing of value provided in return.’

2) If such benefits are promotional discounts rather than nonregulated services, in
what cases are the promotional discounts considered “price discounts that apply
exclusively to services not requlated by the Commission”?

The Public Staff argued that, only when the benefit of promotional discounts is
funded solely from nonregulated operations of the local exchange carrier, are such
discounts price discounts that apply exclusively to services not regulated by the
Commission. The Public Staff stated that since the statute restricts the one-day notice
provision to cases in which price discounts apply exclusively to services not regulated
by the Commission, the burden rests on the company offering the promotional discount
to establish that the promotional discount applies exclusively to nonregulated services,
i.e, is funded from nonregulated operations. The Public Staff commented that a bundle
typically has one price for two or more services, making it impossible to discern, without
further information, which services in the bundle have been discounted.

The Joint Commenters implicitly agreed that a price discount applies
exclusively to nonregulated services when a promotion is funded solely from
nonregulated service offerings and the revenue from the regulated portion of a mixed
offering is “booked” at the full retail rate or value. The Joint Commenters stated that to

' Also, as discussed below in Part B of this Order, the real price of the service eventually

becomes the retail price minus the value received for purchasing the service, i.e., the price is discounted
by the value received. After a promotion is offered for a long enough period of time, the tariffed retail
price is then no longer the real price.
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the extent a LEC seeks to invoke the one-day notice provision of G.S. 62-133.5(f) with
respect to gift card type incentives, the burden should be on the LEC to demonstrate
that the promotional discount generated by the incentive is solely applied to (charged
against) the nonregulated portion of any mixed bundle of regulated and nonregulated
services. According to the Joint Commenters, if the regulated portions of a bundied
offering are accounted for or “booked” at less than the retail value of the regulated
services, then the discount does not apply exclusively to nonregulated services and the
one-day notice provision of G.S. 62-133.5 is not applicable to the LEC’s promotion.

BellSouth stated that since these benefits are not promotional discounts,
Question A-2 is not applicable.

The ILECs also found Question A-2 inapplicable since they argued that gift card
type benefits are not promotional discounts, but are nonregulated marketing incentives.
However, the ILECs, Verizon and Sprint suggest that if a promotion is found to feature a
price discount for subscription to a bundled service offering of regulated and
nonregulated services, and the offering company does not lower or in any way alter the
price for the regulated service portion of the bundle, it is fairly simple to determine that
the discount for the promotional offering was applied exclusively to the nonregulated
service. Therefore the one-day notice of Section 133.5(f) would apply to the promotion.

DISCUSSION OF QUESTION A-2

Promotional discounts are considered “price discounts that apply exclusively to
services not regulated by the Commission” when the benefit of the discount is funded
solely from or charged against the nonregulated operations of the local exchange
carrier. The LEC? is entitled to invoke the one-day notice provision of G.S. 62-133.5(f)
when the promotional discount is not used to lower retail revenues of any regulated
service offered as part of a mixed bundle, but is instead applied to or accounted for
against revenues for nonregulated services contained in the bundle.

3) Does the source of the discount offered in a promotion, i.e., from regulated or
nonregulated operations or both, determine whether a one- or five-day notice is required
if the promotion otherwise qualifies as a one business-day promotion?

The Public Staff stated that, if the price of the regulated and nonregulated
services in the bundle is lower than the sum of the individual prices, it is reasonable to
conclude that the price of one or more of the services in the bundle has been
discounted. The Public Staff argued that additional information is needed to confirm that
such a discount was applied only to the nonregulated service(s) in the bundle. In some
cases, the nonregulated services are not available individually, so it is not always
possible to determine the price of the individual services. The Public Staff believes that
the regulated company has an obligation to specify whether the marketing incentive or
price discount is provided by or charged against regulated or nonregulated operations. If

2 The Commission uses the term “LEC” to refer to local exchange carriers, including competing
local providers, unless otherwise stated.
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the regulated operations of the company will record the tariffed price of the regulated
service as revenue (or, conversely, if the cost of the promotion is not recorded as a
regulated expense), it is reasonable to conclude that the price discount has been taken
only on the nonregulated service(s) in the bundle, qualifying the promotional offer for the
one business day notice provision. Otherwise, an ILEC bundle or promotion must be
made under the five business-day provision of the ILEC tariffs. Specification of the
source of the price discount is a reliable, determinative factor for ensuring that notice of
the promotion or bundle has been properly filed.

The Joint Commenters stated that in order to use the one-day notice provision,
the company offering the promotional discount has the burden of showing that the
exclusive source of funding for any promotional discount offered as an incentive to
purchase a mixed bundle is nonregulated service operations. The Joint Commenters
believe the source should be identified through accounting records that will show
whether any discount was applied to or accounted for against regulated service
operations or nonregulated service operations.

BellSouth emphasized that it is not the accounting treatment of the benefit or
marketing incentive that determines the proper notice period, but whether a price
discount is being offered. BellSouth maintained that gift cara type promotions are mere
incentives and do not provide price discounts against the services offered, since such
promotions do not impact or reduce the retail price of the bundled service package
purchased by the customer.

The ILECs again stated that the only necessary test for determining whether
there is a discount applicable exclusively to the nonregulated services in a mixed bundle
is to determine whether the price for any regulated services in the bundle has been
lowered. If the price for a regulated service has been lowered, a five-day notice filing is
required. If a price discount is present without any lowering of the regulated price, the
Commission must determine that the discount was applied exclusively to the
nonregulated service in the bundled offering and that one-day notice to the Commission
of the promotion is all that is required. The ILECs maintained that if services in a bundle
or promotion offered by a company operating under price regulation include any
nonregulated service, there should be no consideration of the source of the funds for
the promotion or discount.

DISCUSSION OF QUESTION A-3

Whether a new promotion featuring a price discount applies exclusively to
services not regulated by the Commission is what determines whether a LEC is entitled
to invoke the one-day notice provision of G.S. 62-133.5(f). Accordingly, the real
guestion raised by the Public Staff's Motion is whether the source of funding for a
promotional discount must come from nonregulated service operations in order for a
LEC to establish that the featured promotional price discount applies exclusively to
services not regulated by the Commission. The Commission believes, as argued by the
Public Staff and the Joint Commenters, that the source of funding for any promotional
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discount is determinative of whether the discount “applies exclusively to services not
regulated by the Commission.” If the discount is funded in v'hole or in part by charging
it to a regulated service or the regulated service operations, then it would not apply
exclusively to nonregulated services or operations and the LEC offering the promotion
would not be entitled to avail itself of the one-day notice provision.

4) If the source of the discount determines whether a one- or five-day notice is
required, should the Commission require that [a LEC] specify in its filing whether the
benefit offered in conjunction with a promotion is funded by nonregulated operations,
regulated operations, or both so that the Public Staff can determine whether the
promotion is properly filed?

The Public Staff in effect argued that if the source of funding is determinative of
whether a promotion “appllies] exclusively to services not regulated by the Commission”
and therefore the Commission need only receive one day’s notice prior to the effective
date of the promotion, then the Commission’s Order dated January 2, 2004 must be
expanded to include a specification of the source of the funding for the promotional
discount. The Public Staff claimed that without further information from companies
regarding the source of a promotional discount, the Public Staff and Commission are
unable to monitor promotions and to ensure that the proper amount of notice has been
given.

The Joint Commenters requested the Commissicn to impose upon LECs
seeking to invoke the one-day notice provision in G.S. 62-133.5(f) the requirement that
their notices contain more specific information in support of their filings made pursuant
to the one-day notice provision of the statute. The Joint Commenters proposed a rule
that would address the LEC’s internal accounting procedures as they may relate to
G.S. 62-133.5(f). The Joint Commenters stated that without the adoption of appropriate
and detailed protective mechanisms and guidance concerning LEC bundling and
promotions, the one-day notice provision is extremely difficult to administer and could
lead to anticompetitive behavior.

BellSouth argued that the source of funding does not determine the proper
amount of notice and that it is not required by any statute or rule to give any notice of
marketing incentives. BellSouth reiterated that gift card promotions are marketing
incentives—not promotional discounts that impact the retail price of any service.
Because these types of promotions are not discounts, they do not require any notice
whatsoever pursuant to any North Carolina statute or rule. However, BellSouth stated
that it “does not object generally to providing information indicating whether marketing
incentives [such as gift card promotions] are funded by regulated and/or non-regulated
operations.”

The ILECs opposed the imposition of any requirement that LECs provide
information in addition to that required by the Commissions Order dated January 2,
2004. The ILECs stated that any requirement by the Commission of anything more than
a statement from carriers describing the promotional/bundled service offerings, and the
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dates during which those offerings would be made available, would suggest that
Commission has approval authority not provided for in G.S. 62-133.5(f). Further, the
ILECs suggested that the Commission’s Order dated January 2, 2004 requires more
information in notices of promotional offerings than the statute requires. In its reply,
Sprint answered that the Commission should not require LECs to provide any additional
information regarding the funding source for a promotion. Sprint noted that perhaps the
Public Staff's proposal may be justified for those companies which are rate of return
regulated. However, examination of a price regulated company’s financial accounting
by the Public Staff is not required or appropriate.

DISCUSSION OF QUESTION A-4

While, as discussed above, the Commission finds the source of funding for
promotional discounts, such as gift cards, relevant to the determination of whether a
discount applies exclusively to the nonregulated services in a mixed bundle of services,
thereby qualifying the promotion for the one-day notice requirement, the Commission
rules that there is no need to expand its Order dated January 2, 2004, regarding the
content of notices provided under G.S. 62-133.5(f). Pursuant to the statute at issue, a
LEC is not entitled to give the Commission one business day’'s notice unless the
promotion or bundled service offering (1) involves both regulated and nonregulated
services and (2) features a price discount that applies exclusively to the nonregulated
services. Therefore, the Commission need not impose a requirement that the LEC
specify the funding source for its promotion in its one-day notice filing. When a LEC
purports to file a one-day notice pursuant to G.S. 62-133.5(f) for a promotional offering
involving both regulated and nonregulated services, it is representing that any discount
applies exclusively to nonregulated services, i.e., that it has chosen to fund any discount
from its nonregulated operations.

Thus, as argued by the ILECs, if a LEC provides the Commission with one-day
notice of a promotion and a price discount is present without any lowering of the
regulated price, the Commission will view the one-day notice as the LEC's
representation that the discount was applied exclusively to the nonregulated service in
the bundled offering in accordance with the reasoning of this Order. The Commission’s
decision does not impose internal accounting procedures on the LECs; rather, by
submitting a one-day notice under G.S. 62-133.5(f), a LEC, on its own volition, has
elected to fund its promotion from its nonregulated operations. The Commission still
believes, as asserted by the Public Staff in earlier comments when the Commission was
initially requested to adopt rules related to the notice required under G.S. 62-133.5(f),
that imposing unnecessary “rules” or requirements on notices for promotions and
bundled service offerings could make it more difficult anc more time-consuming for
LECs than the Legislature intended when it enacted the one-day notice provision and
exempted these types of offerings from the Commission’s approval authority.

In sum, the Commission finds that companies who avail themselves of the one-
day notice provision of G.S. 62-133.5(f) necessarily represent that any promotional
discount applies exclusively to the nonregulated portion of a mixed bundle, and that any
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such discount given for the purchase of a mixed bundle will be funded, accounted for or
applied against only the nonregulated portion of the bundle. Therefore, for all regulatory
purposes and required filings, regulated companies must assign the full tariff rate to
sales of (or revenues from) regulated services that were subscribed to as a result of
promotional discounts involving bundled offerings of both regulated and nonregulated
services.> LECs who invoke the one-day notice provision should keep records
regarding the funding of their promotion and be mindful that they are subject to audit.
See G.S. 62-51.

B. Resale Obligation

1) If a LEC offers a benefit in the form of a check, a coupon for a check, or anything
else of value for more than ninety days to incent subscription or continued subscription
fo a regulated service, is it required that the benefit be offered to resellers in addition to
the reseller discount?

The Public Staff alleges that BellSouth’'s 1FR + 2 Cash Back promotion, which
provides subscribers with a $100 check for subscribing to certain services, is implicated
by Question B-1. The Public Staff argued that when inducements such as gift cards are
offered to promote new or continued subscriptions to regulated telecommunications
services, the regulated services are discounted. The resulting discount, brought about
by the inducing promotion, should be available to resellers at the discounted resale rate
whenever the promotion is offered for more than 90 days. The FCC’s Local
Competition Order makes no distinction between charging a reduced price for service,
and charging the standard tariff rate while awarding the customer with a check or a
coupon for a check.

The Joint Commenters declined to take a position with respect to resale
obligations related to gift card type promotions offered for the purchase of bundles of
both regulated and nonregulated services.

BellSouth stated that gift cards, coupons, etc. are not telecommunications
services and therefore are not subject to the resale obligation of TA96. Gift card type
promotions are marketing tools that do not provide end-user customers with a reduction
of the price of the ILEC’s services.

The ILECs argued that marketing incentives, gift cards, checks, coupons for
checks, and similar incentives are not telecommunications services and are not subject
to the resale requirements of the Act. Sprint reiterated that the obligation to resell

® The Commission notes that it is not concerned with the rate of return of price regulated
companies such as the ILECs who filed comments. However, inquiring into the source of funding for
purposes of applying G.S. 133.5(f) is not the same as inquiring into a company’s rate of return. The
Commission’s interest is not in a company’s margins or profits or in any particular amount of reduction of
revenues; the Commission’s interest is in whether the costs (no matter the amount) of a given promotion
were applied to nonregulated services.
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services does not extend to nonregulated services (i.e., incentives, gift cards, checks
etc.) offered with regulated services.

DISCUSSION OF QUESTION B-*

At the outset, the Commission notes that Question B-1 does not address mixed
bundies of regulated and nonregulated services. Instead, Question B-1 is directed to
promotions that offer a gift such as a gift card or a check for cash in exchange for
subscribing to regulated services.

Section 251(c)(4) of TA96 addresses the extent to which an ILEC may restrict
resale of its retail telecommunications services. Section 251(c)(4) requires an ILEC “to
offer for resale at wholesale rates any telecommunications service that the carrier
provides at retail to subscribers who are not telecommunications carriers.” This Section
further requires ILECs “not to prohibit, and not to impose unreasonable or discriminatory
conditions or limitations on, the resale of . . . telecommunications service” provided at
retail to end-user subscribers. Section 252(d)(3) provides that wholesale rates are to be
determined on the basis of rates charged to subscribers.

While gift cards, check coupons and other similar promotions or incentives
offered for the purchase of a regulated telecommunications service are not themselves
services that ILECs offer at retail from their tariffs, they are promotional offerings for
telecommunications services. Promotional offerings are subject to the limitations and
conditions set forth by the FCC. In § 948 of its Local Competition Order?, the FCC
stated that Section 251(c)(4)'s requirement that ILECs reseil retail telecommunications
services

makes no exception for promotional or discounted offerings, including

contract and other customer-specific offerings. We therefore conclude that

no basis exists for creating a general exemption from the wholesale

requirement for all promotional or discount service offerings made by

incumbent LECs. [Emphasis added.] A contrary result would permit
incumbent LECs to avoid the statutory resale obligation by shifting their
customers to nonstandard offerings, thereby eviscerating the resale
provisions of the 1996 Act. In discussing promotions here, we are only
referring to price discounts from standard offerings that will remain available
for resale at wholesale rates, i.e., temporary price discounts.

The Commission interprets Y] 948 of the FCC’s Local Competition Order to mean
that an ILEC’s duty to resell telecommunications services it offers at retail does not
exclude an ILEC’s promotional offerings. The FCC clearly stated that any other
conclusion would allow ILECs routinely to create promotions or nonstandard offerings
just to avoid their resale obligation. The FCC was concerned that ILEC promotions
could become de facto standard offerings that would not be made available to resellers

* In the Matter of Implementation of the Local Competition Provisions in the Telecommunications
Act of 1996, (CC Docket 96-98); First Report and Order, FCC No. 96-325, 11 FCC Rcd 15499 (rel.
August 8, 1996) (“Local Competition Order”).
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and would therefore undercut the duty to resell retail services to resellers at wholesale
rates. The FCC’s statement that the subject of its discussion on promotions referred to
“price discounts from standard offerings that will remain available for resale at
wholesale rates, je., temporary price discounts,” does not define or limit the term
“promotion,” as used by the FCC in its Order, to a reduction from the retail price of a
tariffed service. Rather, the FCC was speaking to the temporary nature of a promotion.
The term “promotion” in the context of a sale or advertising campaign usually refers to
an opportunity or offer that is temporary or short-term, rather than one that is more
permanent or long-lasting.” The FCC distinguished a promotional price discount from a
“standard offering” that would remain available for sale at retail and therefore available
for resale at the wholesale rate. Contrasted with a promotional offering, a standard
offering is one that is of a more permanent, long-lasting nature. When the reference to
a promotion as a price discount is read in context, the Commission believes it is clear
that the FCC was not stating that a promotion exists only when there is a reduction or
discount of the retail price of a telecommunications service.®

The Commission’s interpretation of §] 948 of the FCC’s Order is supported by the
Order's next paragraph. In g 949, the FCC immediately began a discussion of whether
“short-term promotional prices” are “retail rates.” Since resale wholesale rates are
based on retail rates, state commissions setting wholesale rates must know if the rates
for promotions, i.e., short-term prices, are “retail rates” that are to be discounted to the
wholesale rates that ILECs must offer to resellers. Because TA96 does not define
“retail rates,” the FCC interpreted the meaning of the term as follows:

In view of this ambiguity, we conclude that “retail rate” should be interpreted
in the light of the pro-competitive policies underlying the 1996 Act. We
recognize that promotions that are Ilimited in length may serve
procompetitive ends through enhancing marketing and sales-based
competition and we do not wish to unnecessarily restrict such offerings. We
believe that, if promotions are of limited duration, their procompetitive
effects will outweigh any potential anticompetitive effect. We therefore
conclude that short-term promotional prices do not constitute retail rates for
the underl}/ing services and are thus not subject to the wholesale rate
obligation.

Thus, short-term promotional prices or nonstandard offerings are not the “retail rate” for
purposes of establishing the wholesale rate. If a promotion is offered for an indefinite
extended period of time, at some point it starts to become or look more like a standard

® The Commission’s interpretation is supported by the FCC's opinion and order in In the Matter of
American Communications Services, Inc.,(CC Docket 97-100); FCC No. 99-386, 14 FCC Rcd 21579 (rel.
December 23, 1999), 1 41, 51 (noting that phrases such as “service packages” and *“trial offerings”
connote an element of a temporary price discount).

® The FCC's use of the phrase “all promotional or discount service offerings” in ] 948 of the Local
Competition Order implies a distinction between a promotional service offering and a discount service
offering. That is to say, the FCC appears to have contemplated that an ILEC could offer a promotion that
would not necessarily result in a reduced service price per se.

" Local Competition Order, {] 949,

10
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retail offering that should be subject to the duty to resell at the wholesale rate.
Cognizant of this situation, the FCC made a determination as to when a promotional
price ceases to be short-term and must be treated as the retail rate to be used in
calculating the wholesale rate.

We believe that promotions of up to 90 days, when subjected to the
conditions outlined below, will have significantly lower anticompetitive
potential, especially as compared to the potential procompetitive marketing
uses of such promotions. We therefore establish a presumption that
promotional prices offered for a period of 90 days or less need not be
offered at a discount to resellers. Promotional offerings greater than 90
days in duration must be offered for resale at wholesale rates pursuant to
251(c)(4)(A).B

Despite the ILECs’ argument that gift card type promotions are incentives and/or
marketing tools used to distinguish their services in the marketplace, these promotions
are in fact promotional offers subject to the FCC'’s rules on promotions.® While these
promotional offerings are not discount service offerings per se because they do not
result in a reduction of the tariffed retail price charged for the regulated service at the
heart of the offerings, they do result in a savings to the customers who subscribe to the
regulated service. The longer such promotion is offered, the more likely the savings will
undercut the tariffed retail rate and the promotional rate becomes the “real” retail rate
available in the marketplace. The promotion reduces the subscriber’s cost for the
service by the value received in the form of a gift card or other giveaway. The tariffed
retail rate would, in essence, no longer exist, as the tariffed price minus the value of the
gift card received for subscribing to the regulated service, i.e., the promotional rate,
would become the ‘“real” retail rate. Thus, the ILEC could use the promotion as a
de facto rate change without changing its tariff pricing. The FCC hoped to avoid this
situation, where the promotional rate competes with the tariffed price for a long or
indefinite period of time, by defining the point at which the promotional rate would
become a retail rate to be discounted for resale as the 91% day the promotion is
available to end-users purchasing a particular telecommunications service. In other
words, the FCC decided that after 90 days, resellers are entitled to the promotional rate
(the “real” retail rate) minus the wholesale discount.

Therefore, pursuant to TA96, in order for a gift card type promotion not to require
an adjustment to the resale wholesale rate (caused by the fact that the retail price has in
effect been lowered), such a promotion must be limited to 90 days, unless the ILEC
proves to the Commission that not applying the resellers’ wholesale discount to the

8 Local Competition Order, ] 950.

® See In re AT&T Communications of the Southern States, Inc., Docket No. 960833-TP, PSC-96-
1579-FOF-TP (Fla. P.S.C. 1998); In re AT&T Communications of the Southern States, Inc., Docket No.
6801-U (Ga. P.S.C. 1996); In re Sprint Communications Company, L.P., Case No. TO-97-124 (Mo.
P.S.C. 1997); In re US West Communications, Inc., Docket No. 70000-TT-98-379, Record No. 3992,
(Wyo. P.S.C. 1999) (rejecting similar “marketing tool"/"marketing expense” arguments offered by ILECs to
avoid resale obligation with regard to promotions).

11
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promotional offering is a reasonable and nondiscriminatory restriction on the ILEC’s
resale obligation.'®

Does the record before the Commission sufficiently establish that it is reasonable
and nondiscriminatory for ILECs not to apply the wholesale discount to the promotional
rate for gift card type promotions? The Commission finds it extremely noteworthy that
while its Order seeking comments on the questions raised by the Public Staff's Motion
was served on companies authorized to resell local service in North Carolina, no
resellers filed comments addressing the ILECs' resale obligation with respect to
promotional offerings. This absence of comment would appear to suggest that the
reseller community believes competition will not be stifled or unduly harmed by gift card
type promotions such as the one presently being offered by BellSouth since
June 29, 2004 and scheduled to run until March 31, 2005. Although the resellers
offered no comments, ILECs such as BellSouth commented that they offer these type
promotions precisely because there is robust competition they are trying to meet by
distinguishing their services with gift card type promotions. While these promotions do
provide a savings and therefore a type of discount to subscribers, they do not in fact
lower the charge to the subscribers for the regulated services purchased. Therefore,
the Commission believes these promotions do not have the same degree of
anticompetitive effect that a direct discounting of the retail price would have on the
reseller market. Some customers will likely subscribe to the regulated service offering
at the retail rate, although the gift received (particularly a gift card) may have little value
to them.!" Furthermore, the ILECs continue to resell the regulated services offered in
their promotions to resellers, reducing the retail rate for these services by the amount of
the applicable wholesale discount. Hence, the ILECs argue they are meeting their
statutory obligation to resell their retail telecommunication services; resellers are not
being prevented from reselling these services. Moreover, after purchasing services
from the ILECs at the wholesale discount rate (a rate made nossible by excluding ILEC
marketing costs from the resale price), resellers may resell these services to end-users
and may offer promotional inducements at their own expense whether or not the ILECs
offer such promotions. In fact, ILECs have argued that their promotions are in response
to promotions (fee waivers and the like) offered by resellers. Finally, to the extent that
these gift card promotions are for a reasonably limited duration and are not offered
consecutively, their procompetitive effects in a market that is more competitive than it
was in 1996 when the Local Competition Order was issued will likely outweigh the
anticompetitive effects.

Given that there has been no opposition to gift card type promotions from the
reseller community, the Commission is reluctant to establish a rule that the benefit of
these promotions must be offered to resellers in addition to the reseller discount. To the
contrary, given the absence of opposition, the Commission is persuaded by the
arguments put forth by the ILECs. Although the Commission believes that restrictions
on resale obligations must be considered on a promotion-by-promotion basis, some

' 47 C.F.R. § 51.613(b).
" For example, BellSouth commented that some customers accepting gift card type promotions
never use the gift card or coupon for check, etc.
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restrictions on resale of some gift card type promotions that run for more than 90 days
may be proven to be reasonable and nondiscriminatory. While promotions must be
analyzed individually for their anticompetitive effects, the Commission finds that, upon
proof that it is reasonable and nondiscriminatory not to offer the benefit of a promotion
offered for more than 90 days to resellers, ILECs will not be required to provide such
benefit to resellers in addition to the established reseller wholesale discount. However,
ILECs should be mindful that resale restrictions on unreasonably long, unlimited or
permanent promotions that compete with and undercut the tariffed retail Price for
services would gut the resale obligation of TA96 and will be held unreasonable.'?

With regard to BellSouth’'s 1FR + 2 Cash Back promotion, based on the
Commission’s current knowledge, the Commission would be inclined to find that a
restriction on resale is reasonable and non-discriminatory. Resellers have not
complained or asked the Commission to find the restriction unreasonable or harmful to
competition. Resellers have not been precluded from reselling the regulated service
and are able to purchase the service at the tariffed rate minus the wholesale discount.
The wholesale discount was, in part, set by deducting ILEC marketing expenses from
the ILECs’ costs for the regulated service—at least in part a recognition that resellers
would have their own marketing expenses. Resellers remain free to offer, at their own
expense, promotional inducements to customers who purchase the tariffed service(s)
from them. Although the Commission would ordinarily be concerned about a promotion
in competition with the tariffed offering for a nine-month period (from June to March),
BellSouth’s promotion will be offered for a limited time, and the resellers’ apparent
disinterest or indifference would tend to persuade the Commission that, at least with
respect to 1FR + 2 Cash Back, the anti-competitive effects caused by a nine-month
promotion that is unavailable to resellers are outweighed by the procompetitive effects.

2) Is an ILEC offering a bundle of regulated and nonregulated services for more
than ninety days obligated to offer the bundle, the regulated portion of the bundle, or
both to resellers during the term of the promotion or, as BellSouth has contended, is no
part of such a bundle subject to the resale obligations?

The Public Staff argued that the regulated portion of a mixed bundle containing
regulated services is subject to resale. Companies should not be allowed to evade their
resale obligations by placing regulated services in bundles, discounting these services,
and refusing to offer the regulated portion of the bundle to resellers. Bundling regulated
services does not suddenly make those services immune from regulation. Bundles
certainly can be in the public interest by allowing customers to buy services they desire
at a lower rate. However, they are not immune from regulation.

> The Commission notes that to the extent a gift card type promotion may be associated with a
mixed bundle offering of regulated and nonregulated services with respect to which an ILEC invokes the
one-day notice in G.S. 62-133.5(f), case-by-case determinations for the purpose of determining resale
obligations will not run afoul of the ILECS’ right to offer the promotion without obtaining the Commission’s
approval. The Commission's case-by-case determination would not be for approval purposes but would
be to determine whether, under TA96 and the FCC's rules, the benefit of a promotion offered for more
than 90 days must be accounted for in determining the retail rate that must be discounted by the
wholesale discount.
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The Joint Commenters did not address this issue.

BellSouth maintained that a company is not required to resell mixed bundles
containing non-telecommunications services or services provided by other entities.
There is no obligation to make the separate parts of a bundled offering available to
resellers at a “hypothetical” discounted price which would be the equivalent of providing
resellers a service at a price that does not relate to the prices for which those services
are sold at retail to non-carrier subscribers. However, a company must offer for resale
each regulated service contained in a bundle at the retail rate minus the wholesale
discount.

The ILECs commented that if a bundle consists of regulated and nonregulated
services, resellers should not be allowed to sell the bundle at the promotional discount
rate. Requiring the resale of bundied offerings containing regulated and nonregulated
services would be contrary to the TA96.

DISCUSSION OF QUESTION B-2

As has been discussed hereinabove, Section 251(c)(4)(A) of TA96 requires
ILECs to offer for resale at wholesale discounts any telecommunications service that it
provides at retail to non-telecommunications end-user subscribers. The FCC has held
that promotions offered for more than 90 days must be made available to resellers at
the promotional rate minus the wholesale rate, because any promotion exceeding 90
days would be in competition with the retail rate and would allow the ILEC to undercut
the reseller by shifting customers to the promotional offerings and denying the benefits
of those offerings to the resellers. An ILEC’s obligation to make the benefit of a
promotional offering available to resellers is, therefore, directly related to whether the
promotional rate is available to the end-user retail customer in such a way as to be in
competition with the tariffed retail rate. Service bundles, such as those implicated by
Question B-2, are not categorically exempt from the resale obligation.™

In the context of analyzing the obligation of ILECs to resell services, there are at
least two different types of mixed bundle offerings. The first type is similar to the gift
card type promotion and must be made available to resellers if offered for more than 90
days, unless a restriction on reselling the promotion is reasonable and
nondiscriminatory. The second type of mixed bundle offering requires the customer to
subscribe to a bundle of services, the total cost of which exceeds the cost of the
consideration of the regulated service(s) on a stand-alone basis if purchased from the
tariff. ILECs should not be obligated to resell this second type of promotion.

The first type of mixed bundle promotion consists of regulated
telecommunications services, provided at no less than the tariffed retail rate, and
nonregulated services, provided free of charge. For resale purposes, this type of
promotion should be treated no differently than gift card type promotions. Promotions
that allow the customer to receive something of value as a giveaway for the purchase of

' In the Matter of American Communications Services, Inc., | 41, 51, 52.
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a regulated telecommunications service would provide the customer with a discount off
the price of the regulated service, i.e., a discount equal to the value of the giveaway,
whether it be a gift card, cash back or free nonregulated services. These promotions
permit the customer to purchase the regulated service for the same price listed in the
tariff but gives the customer more for the same amount of money by providing the
customer a giveaway of some value. These promotions, therefore, compete
head-to-head with the retail price. The customer’s choice is between paying the retail
price of, for example, $20, and receiving only the tariffed regulated service, or paying
the same $20 retail price for the same service but receiving an additional value or
giveaway for making the exact same dollar cost purchase. Thus, the promotion reduces
or discounts the retail price by the value of the giveaway. When such a discount of the
regulated service is offered for more than 90 days, the discounted price (the tariffed rate
minus the value of the giveaway) becomes the “real’ retail rate and competes directly
with the tariffed rate for the regulated service. Therefore, in order for the reseller to
receive the true wholesale rate, the wholesale discount must be from the discounted
promotional rate. The ILEC must allow the reseller's purchase price to be determined
by applying the wholesale discount to the promotional rate that is, in effect, available at
retail to end-user subscribers. To further clarify the ILEC’s resale obligation as to this
first type of mixed bundle promotion, the Commission notes that the ILEC does not have
to allow the reseller to purchase the bundle of services offered in the ILEC’s promotion
as long as it offers for resale each telecommunications service component of the bundle
at the promotional rate minus the wholesale discount. Of course, if the promotional rate
is not available to end-user subscribers for more than 90 days, the ILEC is not obligated
to permit resellers to take advantage of the promotional rate.

The second type of mixed bundle promotion also consists of both regulated
telecommunications services and nonregulated services, but the entire bundle is offered
to the customer for more consideration than the customer wnuld pay if purchasing from
the tariffed offering.'® For resale purposes, the ILEC should not be required to provide
these bundled offerings or the benefit of these promotions to resellers. Such
promotions do not compete directly with tariffed offerings. With these promotions,
end-user subscribers cannot purchase the bundle (or the regulated portion of the
bundle) for a price less than or equal to the tariffed retail rate for the regulated service(s)
in the bundle. The subscriber to such a promotional offering must accept the complete
bundle and pay not only for the regulated service(s), but also for the additional services
in the bundle at a total cost that exceeds the price of the regulated service(s) when
purchased on a stand-alone basis under the tariff. Some or all of the services
(regulated and/or nonregulated) may be discounted, but the customer cannot purchase
the regulated portion of the bundle, discounted or not, without purchasing the entire
bundle for consideration that exceeds the tariffed price for just the regulated retail
services. Any discount that may apply to a regulated service in such a promotional
bundle is not available to end-users because they cannot receive the discounted service

" For purposes of this discussion on the second type of mixed bundle, more consideration

includes all additional consideration (beyond the tariffed price) from the customer, such as the price paid
for service, the signing of a contract binding the consumer to purchase a service for a set or extended
period of time, or the subscription to a certain increased level of service at a specified premium price.
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unless they purchase the entire bundle of services for consideration that exceeds the
retail price for the regulated service. Therefore, with these promotions, neither the
promotional bundle nor the regulated services in the bundle competes directly with or
undercuts the equivalent regulated tariffed offerings. The customer’s choice is between
the regulated service(s) at the tariffed price on the one hand, or the regulated service(s)
plus additional services for a total price exceeding the cost of the stand-alone regulated
service(s) under the tariff on the other hand. The promotional bundle, which costs the
customer more, is not a lower cost means of obtaining the regulated services in the
bundle; instead, it is a higher cost means of purchasing the service because the
customer can only receive the regulated service in the bundle by paying additional
money or consideration for additional services. '

However, ILECs are advised that if promotional mixed bundles should be offered
for a total price that is less than or equal to the price of the regulated services offered on
a stand-alone basis under their tariffs, the promotions would cause head-to-head
competition with the tariffed retail rates. Accordingly, with regard to the regulated
services in such a bundle, the benefit of such promotions offered for more than 90 days
would have to be offered to the resellers, as discussed in the section above on the first
type of mixed bundle offerings. In any event, as with the first type of promotions, ILECs
are not required to make the bundles themselves available to resellers and would only
have to make the promotional rate of the regulated services available for resale if the
entire bundle was offered for less than the price of the tariffed regulated services.

3) If the ILEC is required to offer the bundle or the regulated portion of the bundle fo
resellers, does the reseller discount apply in addition to any promotional discount
offered in the bundle to the ILEC’s end users during the term of the promotion?

The Public Staff argued that the regulated portion of a bundle is subject to
resale, and both the promotion discount and the reseller discount should apply. The
Public Staff opined that, since the promotion discount has lowered the retail rate of the
regulated service, the wholesale discount should be applied to the reduced retail rate.

The Joint Commenters did not address this question.

BellSouth stated that, as set forth in its initial comments, a service is required to
be offered for resale at the wholesale discount only if it is made available to end-users
at the retail rate. Retail customers do not have the ability to pick and choose selected
portions of bundles. They can purchase a component of a bundle alone if that service is
available on a stand-alone basis, and when they do so they pay the tariffed rate for the
individual service, not some percentage of the price for a bundle that includes that
service (and others). In those cases, BellSouth makes the retail service available for
resale at the retail price minus the wholesale discount. There is no further requirement

> While the bundle costs more than just the regulated service(s), a customer who wants the
additional services and the regulated services saves money by choosing the promotional bundle because
it is priced lower than the total cost of the services purchased individually.
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in any jurisdiction that BellSouth break apart and resell parts of bundles piece-meal, and
there is no valid basis for the Commission to create one.

Again, the ILECs commented that if a bundle consists of regulated and
nonregulated services, resellers should not be allowed to sell the bundle at the
promotional discount rate. Requiring the resale of bundied offerings containing
regulated and nonregulated services would be contrary to the TA96.

DISCUSSION OF QUESTION B-3

This question has been answered by the discussion hereinabove. Whenever an
ILEC is required to make the benefit of a promotion available to resellers because it is
being offered for more than 90 days and is therefore in competition with the tariffed
retail rates, the reseller discount applies to the promotional rate. That is to say, the
reseller discount applies in addition to the promotional discount.

WHEREUPON, the Commission reaches the following
CONCLUSIONS

1) That gift cards, checks, coupons for checks or similar types of benefits are
promotional discounts for the purposes of G.S. 62-133.5(f);

2) That promotional discounts are considered “price discounts that apply exclusively to
services not regulated by the Commission” pursuant to G.S. 62-133.5(f) when the
benefit of the discounts is funded solely from or charged against the nonregulated
operations of the local exchange carrier;

3) That the source of funding for any promotional discount is determinative of whether
the discount “applies exclusively to services not regulated by the Commission.” A
discount funded in whole or in part by charging it to a regulated service or to
regulated service operations is not one that “appllies] exclusively to services not
regulated by the Commission;”

4) That LECs who avail themselves of the one-day notice provision of G.S. 62-133.5(f)
necessarily represent that any promotional discount appllies] exclusively to the
nonregulated portion of a mixed bundle, and that any discount given for the
purchase of a mixed bundle will be funded, accounted for or applied against only the
nonregulated portion of the bundle. The Commission declines to expand its Order of
January 2, 2004 to require a LEC to specify the funding source of its promotions;

5) That the benefit of a gift card type promotion offered for more than 90 days must be
made available to resellers such that resellers are permitted to purchase the
regulated service(s) associated with the promotion at the promotional rate minus the
wholesale discount, unless the ILEC proves to the Commission (per 47 C.F.R.
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§ 51.613(b)) that not applying the wholesale discount to the promotional offering is a
reasonable and nondiscriminatory restriction on the ILLEC’s resale obligation;

6) That the benefit of a mixed bundie offering that results in a regulated service in the
bundle being in direct competition with the tariffed retail rate for the regulated service
must be made available to resellers if the bundled promotion is offered for more than
90 days, but the benefit of a mixed bundle offering that dnes not result in such direct
competition with the tariff offering (as discussed above in this Order) need not be
made available to resellers; and,

7) That whenever an ILEC is required to make the benefit of a promotion available to
resellers because it is being offered for more than 90 days and is therefore in
competition with the tariffed retail rates, the reseller discount applies to the
promotional rate instead of the tariffed retail rate.

IT IS, THEREFORE, SO ORDERED.

ISSUED BY ORDER OF THE COMMISSION.

This the _22™ day of December, 2004.
NORTH CAROLINA UTILITIES COMMISSION
.’Aa’xL LMok
Gail L. Mount, Deputy Clerk

pb121404.01
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STATE OF NORTH CAROLINA
UTILITIES COMMISSION
RALEIGH

DOCKET NO. P-100, SUB 72b
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
Implementation of Session Law 2003-91, ) ORDER CLARIFYING RULING
Senate Bill 814 Titled “An Act to Clarify the ) ON PROMOTIONS AND
Law Regarding Competitive and Deregulated ) DENYING MOTIONS FOR
Offerings of Telecommunications Services” )  RECONSIDERATION AND STAY

BY THE COMMISSION: On December 22, 2004, the Commission issued Order
Ruling on Motion Regarding Promotions.  On February 18, 2005, BellSouth
Telecommunications, Inc. (“BellSouth”) filed a Motion for Reconsideration or, in the
Alternative, for Clarification, and for Stay. Also on February 18, 2005, Image Access,
Inc. d/b/a New Phone (“New Phone”) filed a Petition to Intervene and Comment Out of
Time. The Commission granted New Phone’s Petition to Intervene on March 3, 2005,
and accepted New Phone’s Comments for the record, but did not otherwise address
them. This Order addresses both New Phone’s comments and BellSouth’s motion.

New Phone’s Comments

A The Commission’s forecast and 47 C.F.R. 51.613(a)(2)

In its comments, New Phone complains that the Commission considered a
specific promotion, which BellSouth offered in excess of 90 days, and forecasted that
the Commission would be inclined to find that a restriction on the resale of the
promotion was reasonable and nondiscriminatory. New Phone notes that the
Commission’s forecast was dictum, based in part on the Commission’s perception that
Competing Local Providers (“CLPs”) did not object to BellSouth’s refusal to offer the
promotion for resale since no CLP filed comments or objectons. New Phone explains
that it and other CLPs were not indifferent on this issue, but failed to file comments or
objections because the Commission’s July 7, 2004 Order seeking comments did not
indicate that specific BellSouth promotions of more than 90 days’ duration would be
considered or approved. According to New Phone, without regard to whether a CLP
files an objection, Federal Communications Commission (‘FCC”) Rule 47 C.F.R.
51.613(a)(2) establishes that it is unreasonable and discriminatory for an ILEC to refuse
to resell telecommunications services at the promotional rate minus the percentage
wholesale discount when the promotional rate is offered to retail customers for more
than 90 days.
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DISCUSSION

First, the Commission does not agree that its July 7, 2004 Order failed to provide
CLPs with notice that BellSouth’s 1FR + 2 Cash Back promotion could be under
consideration. The Public Staffs motion for a ruling on promotions made express
mention of the 1FR + 2 Cash Back promotion, the dispute with BellSouth regarding the
availability of the promotion for resale, and the start and end dates for the nine-month
promotion.  In addition, the Public Staffs motion was an attachment to the
Commission’s Order, and the Public Staff again specifically identified and discussed the
1FR + 2 Cash Back promotion in the comments it filed on August 6, 2004 pursuant to
the Commission’'s Order. Thus, the Commission believes that New Phone and other
CLPs had adequate notice that the Commission could address the 1FR + 2 Cash Back
promotion in examining and clarifying BellSouth’s resale obligations. Nevertheless, the
Commission granted New Phone’s Petition to Intervene and accepted New Phone’s
comments for the record. Because New Phone’s comments were not filed in time to be
considered prior to issuance of the December 22" Order, the Commission will consider
them now and will treat them as a motion for reconsideration or, in the alternative, for
clarification of the Commission’s Order Ruling on Motion Regarding Promotions.

Second, the Commission generally agrees with New Phone’s interpretation of
47 C.F.R. 51.613(a)(2): if a promotion involves rates that will be in effect for more than
90 days, an ILEC shall apply the wholesale discount to the special promotional rate for
retail service rather than to the ordinary rate. The FCC has stated in express terms that
short-term promotional prices do not constitute retail rates that are subject to the
wholesale percentage discount and has defined short-term promotions to be those
offered for no more than 90 days. The FCC reasoned that a promotion offered for
90 days or less has procompetitive effects that outweigh the anticompetitive effects of
restricting the resale of such a promotion." The clear implication of the FCC'’s rule and
related opinions is a presumption that it is unreasonable and discriminatory for an ILEC
not to resell telecommunications services at the promotional rate minus the percentage
wholesale discount when the promotional rate is offered tc retail customers for more
than 90 days.

However, in its December 22" Order, the Commission recognized that the FCC
clearly intended that an ILEC may rebut this presumption as to promotions offered in
excess of 90 days by proving that a restriction on resale of such promotions is
reasonable and nondiscriminatory. “With respect to any restrictions on resale not
permitted under paragraph (a) [e.g., a restriction on the resale of a long-term promotion
that is offered for more than 90 days], an incumbent LEC may impose a restriction only
if it proves to the state commission that the restriction is reasonable and
nondiscriminatory.” That is to say, not all promotions offered for more than 90 days

' In the Matter of Implementation of the Local Competition Provisions in the Telecommunications
Act of 1996, (CC Docket 96-98); First Report and Order, FCC No. 96-325, 11 FCC Rcd 15499 (rel.
August 8, 1996) (“Local Competition Order”), §[f] 949-50.

2 47 C.F.R. 51.613(b).
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necessarily have anticompetitive effects that outweigh procompetitive effects. It may
not always be unreasonable and discriminatory for an ILEC not to apply the wholesale
discount to the 90-day-plus special promotional rate.

By its dicta, the Commission did not intend to suggest a change of law or to
disregard existing FCC rules and orders. Instead, the Commission’s discussion of the
dispute implicated by BellSouth’s 1FR + 2 Cash Back promotion recognized that FCC
rules do permit an ILEC to restrict resale of a promotion offered at retail for more than
90 days, upon proving that the restriction is reasonable and nondiscriminatory. The
Commission’s discussion of factors an ILEC may present to establish that a restriction is
reasonable and nondiscriminatory was not intended to be exhaustive nor meant to
suggest that the presence of any one or all of the factors would be sufficient to prove
that a given restriction is permissible under the FCC's rules. Rather, the Commission’s
opinion stressed that each 90-day-plus promotion, including the 1FR + 2 Cash Back
promotion, would have to be examined on a promotion-by-promotion basis, and that, in
the absence of an objection by a reseller, the stated factors could be considered and
could have some persuasive value to the Commission in determining whether a
particular restriction on resale is reasonable and nondiscriminatory.

CONCLUSIONS

To clarify, the Commission's December 22, 2004 Order should not be read as a
change of law or policy. If the Commission is called upon to determine whether a
promotion offered for more than 90 days must be offered to resellers at the promotional
rate minus the wholesale discount, the Commission will follow the law as stated in
47 U.S. C. 251(c)(4) and 47 C. F. R. 51.613 (a)(2) and (b). In order to withhold the
benefit of a long-term (90-day-plus) promotional rate from resellers, an ILEC is first
required to “[prove] to the [Commission] that the restriction is reasonable and
nondiscriminatory.” The Commission’s discussion of the 1FR + 2 Cash Back promotion
was intended only to offer a modicum of guidance as to some of the kinds of factors the
Commission might find probative, in the absence of objection, should an ILEC seek to
prove that a restriction on resale is reasonable and nondiscriminatory. The burden of
proving any restriction reasonable and nondiscriminatory remains with the ILEC. The
factors acknowledged by the Commission were not intended to be exhaustive or
necessarily sufficient to meet the ILEC’s burden of proof. The Commission will consider
all arguments and admissible evidence presented and decide on a promotion-by-
promotion basis (with regard to promotions offered in excess of 90 days) whether an
ILEC has proved that a restriction on resale is permissible pursuant to 47 C.F.R.
51.613(b). The Commission cannot authorize a restriction on resale of a long-term
promotion in the absence of such proof

B. The Commission’s forecast and the parties’ interconnection agreement
New Phone states in its comments that it is concerned that BellSouth may rely on

the Commission’s forecast with respect to the 1FR + 2 Cash Back promotion to avoid its
obligation to resell promotions as provided by the terms of BellSouth’s interconnection
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agreement with New Phone ("Agreement’). According to New Phone, the Agreement
provides that BellSouth must resell all telecommunications services at the wholesale
discount rate subject to a list of restrictions set forth in the Agreement. New Phone
states that the Agreement provides that all promotions must be available for resale at
the wholesale discount rate except those promotions, as identified in the list of
restrictions, which are offered for less than 90 days. New Phone further notes that the
Agreement contains Parity provisions that may be violated if BellSouth fails to resell
promotions in accordance with the terms of the Agreement.

DISCUSSION AND CONCLUSION

The Commission's December 22, 2004 Order does not relieve any party of
obligations it might have under an existing interconnection agreement. The
Commission does not, based on the present record, express any opinion about the
extent of any party’s obligation under New Phone’s interconnection agreement with
BellSouth. Moreover, the Commission has no evidence before it suggesting that
BellSouth has any intent to avoid the obligations established by its interconnection
agreement with New Phone.  Accordingly, the Commission clarifies that its
December 22, 2004 Order relieves no party of any resale obligations it might have
under an existing interconnection agreement.

BellSouth’s Motion

A Resale Obligations and One-time Gift Promotions

In its motion for reconsideration or clarification, BellSouth argues that the
Commission created a novel resale obligation for one-time incentive gifts that ILECs
provide to their customers. According to BellSouth, the Commission’s Order requires
one-time upfront gifts “that are funded in whole or in part by the ILEC’s regulated
service operations” and offered as incentives to customers subscribing to retail services
to be “made available to resellers, unless the ILEC proves to the Commission that not
making [such gifts] available for resale is reasonable and nondiscriminatory.” BellSouth
suggests that the Commission’s ruling on resale obligations is based on language in the
Order stating that "anything of economic value paid, given, or offered to a customer to
promote or induce purchase of a bundled service offering of both regulated and
nonregulated telecommunications services is a promotional discount.” BellSouth calls
the result of the Commission Order “patently silly” and “bizarre” because, according to
BellSouth, the Order would require BellSouth "to give a CLP . . . a toaster for each
customer to whom the CLP resells [a given] service,” if BellSouth offers a toaster to any
customer subscribing to that same service. BellSouth re-asserts its initial argument that
because one-time gifts offered as incentives are not themselves “telecommunications
services,” they are not subject to the resale obligations of the Telecommunications Act
of 1996 (“TA 96"). BellSouth further complains that CLPs ave not required to pass the
benefit of the promotional rate on to their customers and that it will often be difficult, if
not impossible, to determine the value of one-time incentive gifts, since ILECs generally
do not pay face value for such gifts.
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DISCUSSION

First, the Commission notes that BellSouth appears to cite language from Part A
of the Commission’s Order, which pertains to the interpretation of a state statute
concerning when notice of a promotion or a bundled service offering must be filed, to
complain about the Commission’s holding in Part B of the Order, which pertains to
federal resale obligations under TA 96. To clarify, the Commission’s holdings with
respect to resale obligations are not based on the ILEC’s funding source for incentive
gifts or marketing tools. The Commission’s discussion of the source of funding for a
promotion applies only to the interpretation of the state statute at issue in Part A of the
Order.

Second, notwithstanding BellSouth’s characterizations, the Commission’s Order
creates no new resale obligations. Section 251(c)(4) of TA 96 requires an ILEC “to offer
for resale at wholesale rates any telecommunications services that the carrier provides
at retail to subscribers who are not telecommunications carriers.” Section 252(d)(3)
provides that the wholesale rates are to be determined on the basis of rates charged to
subscribers. The Commission’s Order merely recognizes what the FCC found in its
1996 Local Competition Order, i.e., that long-term promotional offerings offered to
customers in the marketplace for a period of time exceeding 90 days have the effect of
changing the actual retail rate to which a wholesale requirement or discount must be
applied. The FCC stated that there is to be no general exemption of promotional
offerings from the wholesale requirement. However, in the same order, the FCC held
that promotional offerings are exempt from the wholesale requirement if they are offered
for 90 days or less because such short-term promotional offerings do not constitute the
actual retail rate. The wholesale requirement, therefore, would not apply to such short-
term promotions because they have been determined by the FCC not to change the
actual retail rate. This bright line test was the FCC’s compromise between allowing and
not allowing ILECs to offer promotions that could undercut reseller pricing, so that short-
term promotions, deemed procompetitive and beneficial to customers, would not have
to be unnecessarily restricted.

One-time incentive gifts, including gift cards, check coupons and other
merchandise, which are offered to induce customers to subscribe to
telecommunications services, are promotional offerings. Therefore, if such gifts or
incentives are offered for more than 90 days, as discussed in greater detail in the Order,
they have the effect of lowering the actual, “real’ retail rate. The retail rate, and thus the
wholesale rate charged to resellers, must be determined on the basis of the “real” rate
charged to subscribers. The Commission's Order does not prevent or in any way frown
upon the use of such incentives as gift cards and other one-time upfront gifts. However,
if the incentives, i.e., promotions, are offered for more than 90 days, on the 91% day,
resellers are entitled to have the benefit of the promotion reflected in the wholesale rate,
meaning that the wholesale discount must be applied to the promotional rate—not to
some other theoretical listed rate which has been undercut by a long-term promotional
rate that is generally available to subscribers in the telecommunications marketplace. If
an ILEC does not want to offer resellers a wholesale rate based on a retail rate adjusted
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to reflect the effect of a promotion on the actual retail price, then the ILEC must not offer
the promotion for more than 90 days.

Third, the Commission did not create a novel approach or new law when it held
that “in order for a gift card type promotion not to require an adjustment to the resale
wholesale rate . . . such a promotion must be limited to 90 days, unless the ILEC proves
to the Commission that not applying the resellers’ wholesale discount to the promotional
offering [rate] is a reasonable and nondiscriminatory restriction on the ILEC’s resale
obligation.” As discussed above with respect to New Phone’s comments, FCC
Rule 51.613(b), read in tandem with Rule 51.613(a)(2), has long provided for the
possibility that an ILEC could avoid applying the wholesale discount to the special
promotional rate if the ILEC is able to prove that withholding the availability of the
promotional rate from the reseller is reasonable and nondiscriminatory.

Fourth, the Commission is not persuaded by BellSouth’s argument that one-time
incentive gifts such as gift cards and toasters are not “telecommunications services”
required to be resold pursuant to TA 96. The Order does not require that non-
telecommunications services, such as gift cards, check coupons, or merchandise, be
resold. Such items do, however, have economic value. In recognition of this fact, the
Order requires that telecommunications services subject to the resale obligation of
Section 251(c)(4) be resold at rates that give resellers the benefit of the change in rate
brought about by offering one-time incentives for more than 90 days. The Order does
not require ILECs to provide CLPs with toasters, phones, knife sets, hotel
accommodations, gift cards, efc. that they might provide to their customers as an
incentive to purchase services. The Order does require that the price lowering impact
of any such 90-day-plus promotions on the real tariff or retail list price be determined
and that the benefit of such a reduction be passed on to resellers by applying the
wholesale discount to the lower actual retail price.

Fifth, BellSouth complains that the Commission did not determine the value of
various gift incentives or provide guidance on making such determinations, given that
the ILECs' costs to acquire incentive gifts are likely not the same as the face value or
actual value of the gifts to the customers. The Commission did not address determining
the value of the benefit of an incentive gift promotion nor did it attempt to set strict
guidelines for determining the actual rate for a service based on the value of any
particular type of incentive gift. The Commission intentionally left this matter open so
that the parties would be free to negotiate and arrive at a mutually agreed upon real
retail rate. Irresolvable disputes in this area may be brought to the Commission for
decision. However, to the extent that it is impossible either to reach a fair
accommodation or agreed upon rate based on the promotional offer, or to provide the
benefit of the promotional rate to resellers because it is too difficult to calculate such a
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rate, then, in the absence of contrary proof, such 90-day—3plus promotions would be
unreasonable and discriminatory and could not be approved.

Finally, BellSouth complains that CLPs will not be required to pass on the benefit
of the promotional rate to their customers. According to BellSouth, a CLP would have
every incentive to keep the benefit for itself as a windfall over and above the wholesale
discount it already receives. The resale obligation of TA 96 permits a CLP to use the
wholesale discount in a way that is beneficial to it without requiring the benefit to be
passed directly to end users, so it is possible that a reseller could choose not to pass
the promotional rate on to its customers. However, the Commission believes such an
outcome is unlikely because the reseller’'s success is based on being able to sell
services at prices that are competitive with the ILEC’s prices in the marketplace. If the
ILEC offers a long-term promotion and that promotional rate continues to be generally
available in the market after the 90" day of a promotion, the reseller will need to offer its
services at a competitive price and will likely want to maintain the price differential it
usually maintains between the ILEC’s retail rates and the rates it charges customers.
Moreover, BellSouth’s argument seems to contemplate that the gift would be provided
directly to the CLP, e.g., if a $100 coupon was offered to BellSouth’s customers,
BellSouth would have to provide resellers with a $100 cash payment for each of its
customers. However, as discussed above, the benefit (not the gift itself) would be
delivered to the reseller through the wholesale price charged to the reseller, thus,
further reducing the likelihood of undue windfall as described by BellSouth.

CONCLUSION

The Commission’s Order regarding resale obligations applicable to one-time gift
promotions, pursuant to TA 96, is clarified in accordance with the foregoing discussion.

B. Resale obligations with respect to mixed bundles

BellSouth complains that, with respect to mixed bundles of telecommunications
services and non-telecommunications services, the Commission’s Order requires ILECs
to make the regulated services in the bundle available for resale at a “super discount.”
According to BellSouth, this super discount results because the Order requires the
wholesale discount to be applied to the difference between the tariff rate for the
telecommunications services in the mixed bundle and the entire price of the bundle,
whenever the bundle is offered for a total price that is less than or equal to the stand-
alone tariff price for the regulated telecommunications service. Thus, BellSouth
believes the Order requires ILECs to resell piece-meal portions of mixed bundles at a
“super discount.” BellSouth argues that it should not be made to break apart such
bundles. An ILEC has no obligation to resell either non-telecommunications services

* Prior approval is not required under N.C.G.S. 62-133.5(f), but starting on the 91% day of a
promotional offering, “an incumbent LEC may impose a restriction [on the resale obligation] only if it [has
proved] to the state commission that the restriction is reasonable and nondiscriminatory.”
47 C.F.R. 51.613(b).
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that it provides, or any services (telecommunications or non-telecommunications
services) that are provided by entities other than the ILEC.

DISCUSSION

At the outset, the Commission notes that its Order addressed the Public Staff's
specific questions, which focused on resale obligations with respect to regulated
telecommunications services that were part of a gift card promotion or that were part of
a bundle of regulated and nonregulated services. Therefore, the Order generally
discussed resale obligations regarding component services in a mixed bundie in terms
of regulated and nonregulated services. However, pursuant to Section 251(c)(4), an
ILEC is required “to offer for resale at wholesale rates any telecommunications service
that [the ILEC] provides at retail to subscribers who are not telecommunications
carriers.” it follows from Section 251(c)(4) that an ILEC must resell all
telecommunications services, whether regulated or nonregulated, at the true retail price
minus the wholesale discount. Thus, an ILEC must offer the reseller any regulated
telecommunications services it provides at retail (the tariff list price) for the wholesale
rate, and it must also offer the reseller any nonregulated telecommunications services it
provides at retail (the retail list price) for the wholesale rate. Accordingly, hereinafter,
the Commission will discuss the resale obligation in terms of telecommunications
services and non-telecommunications services, not in terms of regulated and
nonregulated services.

BellSouth correctly states that an ILEC is not required to resell either
non-telecommunications services that it provides or any services that are provided by
an entity other than the ILEC. The Commission’s Order imposed no resale obligation in
conflict with this stated principle. The Order does not require an ILEC to resell a mixed
bundle that contains inside wire maintenance (a non-telecommunications service) nor a
mixed bundle that contains long distance service (a telecommunications service)
supplied by a non-ILEC such as BellSouth Long Distance, Inc. However, the
Commission’s Order does require that an ILEC make any telecommunications services
provided by it and offered as a component of a mixed bundle available for resale on a
stand-alone basis for the wholesale rate, which must be determined by applying the
wholesale discount rate to the actual, retail, marketplace rate. Accordingly, with respect
to mixed bundles of telecommunications services and non-telecommunications services
or telecommunications services and services offered by non-ILECs, determining the
actual retail rate of any ILEC-provided telecommunications services that are in the
bundle is crucial to calculating the wholesale rate a reseller must pay to resell such
telecommunications services. As discussed in the Order, short-term promotional rates
offered for 90 days or less do not constitute retail rates for telecommunications services,
but long-term promotional rates offered for 91 days or more do constitute the retail rates
that must be used to determine the reseller’s wholesale rate.

In its discussion of a “super discount’” resale obligation, BellSouth has
misunderstood the Commission’s Order, which the Commission finds should be clarified
with respect to resale obligations relating to telecommunications services offered as part
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of a mixed bundle. When a package or bundle of a telecommunications service and a
non-telecommunications service is offered in excess of 90 days for a total price that
equals the price of the telecommunications service, ie., the price of the
telecommunications service is not lowered but the customer receives added value for
the price of the telecommunications service alone, the real retail rate in the market for
the ILEC-provided telecommunications service must be determined by accounting for
the value of the services in the bundle that are not telecommunications services
provided by the ILEC. In this situation, the price for the telecommunications service
provided by the ILEC is reduced by the value received in the form of additional non-
telecommunications services andlor non-ILEC provided services. Thus, if
Telecommunications Service 1 (“TS1") retails for $50 and a mixed bundle consisting of
TS1, a Non-Telecommunications Service, and Satellite Television provided by a non-
ILEC entity retails for $50, then TS1 is being discounted by the value of the other
services in the bundle (which may appear to be provided as a free gift). If this mixed
bundle is offered for 91 days or more, then the wholesale ratle that the reseller must pay
for TS1 is determined by applying the wholesale discount (to be determined in
accordance with the discussion on Pages 6-7 above) to the promotional rate for TS1,
which is determined by subtracting the value (benefit) of the giveaways (the Non-
Telecommunications Service and the non-ILEC provided Satellite Television Service)
from the tariff or retail list price for TS1.

When a package or bundle of a telecommunications services and a non-
telecommunications service is offered in excess of 90 days for a total price that is less
than the price of the telecommunications service, the real retail rate for the
telecommunications service is the total price of the bundle. That is to say, when the
total bundle price is less than the telecommunications service in the bundle, the ILEC
has determined the value of the discount from the tariff or retail list price and has
thereby determined that the actual retail rate for the telecommunications service is the
price of the total mixed bundle. (There is no requirement that discounts applicable to
individual components sold together in a bundle be determined or passed on to
resellers.) For example, if TS1 retails for $50 and Telecommunications Service 2
(“TS2") retails for $75, while a mixed bundle consisting of TS1, TS2, a Non-
Telecommunications Service, and Satellite Television is offered for $60, then TS2 is
actually available in the marketplace for a real retail rate of $60. A customer whose
goal is to acquire TS2 for the best price in the market can do so by paying $60 for the
bundle rather than the retail list price of $75, although he must also accept additional
services in order to acquire TS2 at the lower rate. Therefore, the wholesale rate that
the reseller must pay for TS2 is determined by applying the wholesale discount to $60,
the promotional rate for TS2. In this example, the mixed bundle sells for more than the
retail price for TS1, so TS1 is not available in the marketplace for less than the tariff or
retail list price of $50. The customer whose goal is to purchase TS1 for the best price in
the market would not purchase the $60 mixed bundle just to acquire TS1, because he
can purchase TS1 for less at the retail list price. Accordingly, an ILEC is only obligated
to resell TS1 at the retail list price minus the wholesale discount.
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In another example, if TS2 again retails on a stand-alone basis for $75 and a
Non-Telecommunications Service retails for $10, while a mixed bundle of TS2 and the
Non-Telecommunications Service is offered for more than 90 days for $25, then TS2
would be available in the market for a real retail rate of $25 even though a subscriber
would have to accept the entire bundle to obtain TS2 for that price. Thus, TS2 should
be offered to the reseller at the wholesale rate, which would be determined by applying
the wholesale discount to the TS2 promotional rate of $25.

Looking at BellSouth’s example on Page 7 of its Motion for Reconsideration,
where telecommunications service A retails for $30, telecommunications service B
retails for $10, and a bundle of both A and B is priced at $25 for a period in excess of 90
days, a reseller must pay $25 minus the wholesale discount for service A, since a
customer could purchase service A for less than $30 by purchasing the bundle for $25.
That is to say, the real retail rate for service A would be $25. For service B, the reseller
must pay $10 minus the wholesale discount because the real retail rate for service B
remains at $10, i.e., a customer cannot acquire service B for less than $10 by
purchasing the bundle. The reseller would not be entitled tv purchase service A alone
for $15 ($40 [A + B] minus $25 = $15) minus the wholesale discount as BellSouth
apparently believed was required by the Commission’s Order. It should be noted that if
service B is changed to a non-telecommunications service or to a non-ILEC provided
service, the ILEC would have no obligation to offer service B to a reseller at the
wholesale rate.

Finally, to reiterate, as was noted above and in the Order, when the entire mixed
bundle is offered for a price that is more than an end-user subscriber would pay for a
telecommunications service if purchased alone at the retail list price, an ILEC is not
required to resell the telecommunications services in the bundle for a price that is lower
than the retail list price minus the wholesale discount. Instead, the ILEC is only required
to resell such telecommunications services at the listed retail price minus the wholesale
discount. For example, TS1 retails for $50, while a mixed bundle of TS1, a Non-
Telecommunications Service and Satellite Television supplied by a non-ILEC is offered
at $80. In this example, the mixed bundle cannot be purchased as a lower cost means
of acquiring TS1. Thus, the wholesale rate for TS1 would continue to be determined by
applying the wholesale discount to the tariff or retail list price for TS1, not the
promotional rate that a customer might receive for TS1 if it is purchased as part of the
bundle. To clarify further, the Commission’'s Order does not require an ILEC to
calculate internal discount prices of components offered in a bundle and then “pick
apart” the bundle to offer those internal discounts applicaple to telecommunications
services (discounts that are never offered to retail customers on a stand-alone basis) to
resellers.

CONCLUSION

The Commission’s Order regarding federal resale obligations applicable to mixed
bundles is clarified in accordance with the foregoing discussion.

10
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DISPOSITION OF MOTIONS

WHEREUPON, the Commission disposes of the parties’ motions as follows:

1. New Phone’s Motion to Reconsider IS DENIED.

2. New Phone’s alternative Motion for Clarification IS GRANTED in
accordance with the foregoing discussion and conclusions stated hereinabove in the
section captioned “New Phone’s Comments.”

3. BellSouth’s Motion to Reconsider and its Motion for Stay ARE DENIED.

4. BellSouth’s alternative Motion for Clarification 1S GRANTED in
accordance with the foregoing discussion and conclusions stated hereinabove in the
section captioned “BellSouth’s Motion.”

IT IS, THEREFORE, SO ORDERED.

ISSUED BY ORDER OF THE COMMISSION.

This the 3rd day of June, 2005.

NORTH CAROLINA UTILITIES COMMISSION

F aZiicin Severson

Patricia Swenson, Deputy Clerk

tb052305.01
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dPi Teleconnect LLC - Select Services

Home Products My Accoum Contact Us About Lis Call Us Toll-Free at;  1-877 JOIN DPI {564-6374) -

Select Provider > Select Package > Select Services > Order Summary > Address / Customer Info > Make Payment > Account Summary

Please select additional features/services for your monthly plan.
* Click on the feature/service name to view a description

Quote Call Features

Basic Upgrades Total; $26.49 [ | Call Forwarding * $7.00
Lifeline Credit remove ($13.50) Call Forwarding allows you to transfer alt of your calls to another
Link Up America Credit remove ($30.00) telephone number. Call Forwarding must be activated from your home
phone Lift the handset and listen for dial tone. Press *72 in some areas
Total Upgrades: ($43.50) yq., must dial 72# with touch tone. At the tone, dial the # calls are 1o be
Grand Total: ($17.01) forwarded to. To deactivate Call Forwarding Press *73 or 73# and hang

(Excluding Taxes and Fees) YP-
[]Busy Redial * $7.00
Busy redial automatically redials the lasts number you dialed. To
Activate - Lift the headset and listen for dial tone and press *66. To
cancel busy redial press *86

[Cical Return * $7.00
Call Return automatically returns the most recent incoming call,
whether answered or not. Listen for the dial tone and press *69 lo
return the last call received.

[catter D * $12.00
Caller 1D allows you to see the name and number of the person calling
you.

[T}3 way Calling * $7.00

Three-way Calling allows you to add a third person to your
conversation. To activate press and release the fiash key (#) to place
the first caller on hold, listen for three quick tones, followed by a dial
tone. Dial the number you want to add 1o the conversation, when that
person answers press the flash (#) key once and all three parties will be
connected.

[Tl call waiting * $7.00
To use call waiting you will hear a tone during the call. Press flash key
to answer the other line and then press flash again to return to caller.
[lcal Trage * $7.00
With Cail Trace, you will be have to initiate an automatic trace of the
last calt received

[} Speed Dial - $7.00
With Speed Dialing 8, you will have easy and immediate access to
family, friends, emergency and other important numbers.

[(]cal Block * $7.00
With Call Block, you will have the ability to prevent incoming calls from
up to six different telephone numbers.

Special Offers

{1 Grace Days/Extension (1st month free) * $2.50
This plan allows the Customer 5 extra days afier their due date each
month to make a payment with no risk of being disconnected.

[} The dPi Club Program (1st month free) ¢ $3.00
involuntary Unemployment Insurance:
if you become involuntarily unemployed dPi TeleConnect will waive

your monthly payments for up to 3 months subject to the provisions of
the program (1-888-600-4436).

Grocery Coupon Savings Book:

Get valuable coupons on the products you buy every day. Use them at
any grocery store and save over $500 every year. Select from more
than 1,000 brand name itlems.

Debt and Credit Counseling Services:

If you are currently living paycheck to paycheck or if credit cards bills
are weighing you down? Then speak with one of our Credit Counselors
and we will be happy to assist you (1-800-285-8546 ID Code: dPl).
[J'The dPi Club Program, Gold Package (1st manth free)*  $5.00

Involuntary Unempioyment Insurance:

https://secure.dpiteleconnect.com/phone.mgmt/account_setup/select _services.aspx 8/10/2010
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If you become involuntarily unemployed dPi TeleConnect will waive
your monthiy payments for up to 3 months subject to the provisions of
the program {1-888-600-4436).

Grocery Cotpon Savings Book:
Get valuable coupons. Use them at any grocery slore and save over
$500 every year.

Debt and Credit Counseling Services:

If you are currently living paycheck to paycheck or if credit cards bills
are weighing you down? Then speak with one of our Credit Counselors
and we will be happy to assist you {1-800-285-8546 1D Code: dP!).

Grace Days:
This affows a Customer 5 exira days after their due date each month to
make a payment with no risk of being disconnected.

Internet
{1dPiNet* $11.99
dPi net Offers High Speed Dial Up Service with Free Email, Custom
Web Page (up to 25MB), 24x7 Technical Suppor, No-Disc Easy
installation.

Listing
[INon-Published Listing * $7.00
This allows for a phone number to be withheld from both the printed
phone book as well as bein- accessible on 411.

Long Distance

{TJLong Distance - 2,600 Anytime Minutes 877-260-2763 * $13.00

This is the best value DPI has ever offered. You can make long
distance calls, anylime you want. 1-877-260-2763 Receive 2,000 Long

Distance Anytime Minutes per month of Domeslic Voice Use only.
[} Long Distance - 500 Anytime Minutes 877-260-2763>  $10.00

If you have average long distance calling habits each month, and you
want a good price when you use it, this is for you. 1-877-260-2763

[} Long Distance - 200 Anytime Minutes 877-260:2763 * $6.00
If you have average long distance calling habits each month, but you
want a good price when you use it, this is for you. 1-877-260-2763

[((ILong Distance - 100 Anytime Minutes 877-260-2763 * $3.50
If you don't use a lot of jong distance each month, but you want it cheap
when you use it, this is for you. 1-877-260-2763

Lifeline
Lifetine Credit ($13.50)
LIFELINE CUSTOMERS - ONLY AVAILABLE TO THOSE
CUSTOMERS WHO MEET THE REQUIRED LEGAL
QUALIFICATIONS FOR LIFELINE AND CAN PROVIDE THE
REQUIRED PROOF OF ELIGIBILITY. Legal documentation must be
obtained and sent to dPi Corporate offices in order for a customer to be
provisioned with this product.
Link Up America Credit* {$30.00)
A government subsidized program that gives partial credit of the
Service Activation charge {o customers who qualify for the Lifeline
Assistance Program
Package
[Jcall Feature Bonus Package * $35.50
This package inciudes Call Forwarding, Call Waiting, Caller 1D, Call
Relurn, 3-Way Calling and can make all the Local calls you want for
one low price.

["1Call Feature Super Value * $27.00
This package includes Call Forwarding, Call Waiting, Caller 1D and 3-
Way calling

I Call Feature Saver * $16.00

This package includes Call Waiting and Caller ID.

Home | Produgts | About Us | Contact Us
Copyright © 2008 dPi TeleConnect, LL.C. All Rights Reserved.
Terms and Conditions | Webmaster

https://secure.dpiteleconnect.com/phone.mgmt/account_setup/select_services.aspx 8/10/2010


https://secure.dpi

Pay as you Go Home Phone

DPI

Page 1 of 2
Exhibit PLF-7

Page 1 of 2

Call Us Toll-Free at: 1-877-JOIN DP1 (564-6374)

Home Phone - Energy - Wireless

Great Products for a Great Life

Home Products

Our Products

Overview

Pay As You Go Home Phone
Pay As You Go Energy

Pay As You Go Cellular

Pay As You Go lLong Distance

Pay As You Go Internet

PAY AS YOU GO
HOME PHONE SERVICE

Get Started!

enter zip code

Local Phone Company
| Woula tKe 1o keep my
existing home phone number

Yes . No

[

Home Phone

My Account : Login

Celiular News

Energy

Home » Products » Pay As You Go Home Phone

About Us

Contact Us

Getting Connected Is Easier Than You Think

With over 6,000 agents nationwide, dPi processes thousands of

new dial-tone activations per month. It's our dedication to
understanding our customer's needs that has cemented our
reputation as one of the nation’s premier providers of Pay As
You Go prepaid local home phone service,

No Credit Check
No Deposit

No Contracts

No I.D Required

Packages Designed With You in Mind

dPi's Pay As You Go prepaid local home phone packages are
designed to fit your needs without busting your budget.
Packages start as low as $9.99 a week or $29.99 a month!
Choose from the following plans:

Features: Basic Advantage Premier
Package Package Package
Unlimited Local Calls jyes es es
Cali Waiting ves es
Caller ID es lyes
Call Return yes
Call Forwarding lyes
3 Way Calling yes

Packages not what you're looking for? Simply add any of the
features above to a basic calling package to create your own
personalized package. What are you waiting for? Sign up
today!

Add Pay As You Go Prepaid Long Distance

dpi also offers domestic long distance packages with your dPi
Local Home Phone service. Need international long distance,
too? We can hook you up! Learn more.

Add Pay As You Go Prepaid Internet

Get connected without the commitment! With dPi Local Home
Phone service, you can purchase Internet minutes via Pay As
You Go access or get @ monthly subscription. Learn more.

FAaarn ashanit thn AN Dramnt Davmeant Diesnomé

http://www.dpiteleconnect.com/public/pphp.aspx

Ready to Sign Up?
Got a Question?
Call 1-877 JOIN dPi

Email Your Question

Find a Reseller Near You

Get the facts before you buy -
Q&A with dPi:

Q. Will you ever ask for a deposit
from me?
A. No. Absolutely not.

Q. Can 1 keep my existing phone
number?
Yes.

>

sign up for home phone service?
. Absolutely not. All we need Is your
address.

Q. Do you need my real name to
A

Q. Can I add or delete phone
features in the future?

A. Yes, you can modify your plan
each month if you wish.

Q. What if I move? Can I keep my
phone number and service?

A Yes, there is a $20 fee to make a
change or to transfer your
service,

Q. What if [ need a few extra days
to pay my bill?

A. dPi gives our customers the
choice of having grace days to
make the next payment (first
month free - $5 thereafter). We
aflow customers to make a
“promise to pay," either on the
phone, or on our Website, We
also allow our customers to "pay
as they go" meaning they can pay
by the day, week or month.

8/9/2010
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Every month, you can lower your bill by $10 for the following
month when you pay your full bill on or before the due date. Q. If I haven't made the next
month's payment, will you
disconnect me without calling me
. X first?
dPi Home Phone Service A. No. We will always contact you

: and try to work with you before
disconnecting service.

Q. Why does the local phone
company require my name and a
deposit when dPi doesn't?

A. They don't need it, It's a matter
of trust. The only reason they
need it is so they can track you
down or report bad credit on your
account,

Yuag i)
P i 000s03 &

Home | My Account | Products | Home Phone | Energy | Cellular | News | About Us | Inside Wire Maintenence | Contact Us
Alabama, Arizona, Arkansas, California, Connecticut, Delaware, Florida, Georgia, Illinois, Indiana, Kansas, Kentucky,
Louisiana, Maine, Maryland, Massachusetts, Michigan, Missouri, Nevada, New Jersey, New York, Qhio, Oklahoma,
Pennsylvania, South Carolina, Tennessee, Texas, Virginia, West Virginia, Wisconsin

Copyright © 2008 dPiTeleconnect, All rights reserved.
This website is best viewed by using Internet Explorer Version 7.

http://www.dpiteleconnect.com/public/pphp.aspx 8/9/2010
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BEFORE THE GEORGIA PUBLIC SERVICE COMMISSION

In the matter of: )
) .
dPi Teleconnect, L.L.C. v, ) DOCKET NQ. 21849-U
)
BellSouth Telecommunications, Hic. )
D IMONY OF Tt !

Please tell us who you are and give a little background about yourself.

My name is Tom O'Roark. 1 serve as dPi’s CFO and, for now, chiefl
excctutive officer. Since the departurc of dPi's Brian Bolinger, dPi’s former vice
president of legal and regulatory affairs, I am the one who has taken the lead in
dealing with disputes over promotion credits with AT&T. Priorto my involvement,
Brian Bolinger along with Steve Watson of Lost Key Telecom Inc. (which functions
as dPi's billing and collections agent for promotions) headed up this effort on behalf
of dPi, and thus had most of the detailed interaction with AT&T; [ was simply kept
appraised of events as they developed by Brian and/or Steve.

Pleasc give a little background on dPi Teleconnect and describe the history of
dPi Teleconnect’s dispute with AT&T.

dPi Teleconnect is a competitive telecommunications company authorized
to provide intrastate local exchange and interexchange telecommunications services

m dPi provides telecommunications services primarily to residential
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At this point, (September/Oclober 2004) BellJouth put together a team of
lawyers and retail and marketing managers to find see if there was 8 way to avoid
paying the promotions. See Seagle depo 40-56.

From September 2004 to April 2005, BellSouth was unable 1o satisfactorily
explain why it was refusing to pay thesc credits. On numerous occasions over this
period, BellSouth’s Kristy Seagle and/or other employees promised that these
payments would be forthcoming, See dPi's Exhibit 5, copies of cmail
communications between the partics on this subject.

It appears that over the period of September 2004 to April 2005, BellSouth
seemed to be floating “test balloons™ about possible reasons for not paying the
credits. For example, during the fall of 2004, it was suggesting that it might deny
dPi the credits requested because the orders submitted would not qualify because
they were not for “winover” or “reacquisition” cuswomers. However, because
(unlike BellSouth) dPi sclls primarily to the credit challenged customer, essentially
every single one of dPi’s new customers is someone who was formerly a customer
of BellSouth or another provider and who left after getting into trouble over their
phone bill,

Another reason initially advanced for not issuing the credits was for the
supposed reason that the TouchStar Blocking Features dPi used to qualify for the
LCCW were really not “features.” This reason was withdrawn (though it has now
reappeared in sister states) after dPi pointed out that the TouchStar Blocking

Features appear in the various state tariffs where they are listed with other features,

15



10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

Exhibit PLF-9
Page 1 of 4

OFFICIAL Copy
PLACE: Dobbs Building, Raleigh, North Carolina
DATE: Thursday, November 12, 2009
DOCKET NQ.: P-55, Sub 1744
TIME IN SESSION: 10:03 A.M. - 4:37 P.IL.
BEFORE: Commissioner William T. Culpepper, III, Presiding

Chairman Edward S: Finley, Jr.
Commissioner Bryan E. Beatty

IN THE MATTER OF:

BellSouth Telecommunications, Inc.: Complaint of dPi
Teleconnect, LLC

APPEARANCES:

FOR AT&T NORTH CAROLINA:

Edward'L. Rankin, III

Patrick W. Turner

AT&T North Carolina

P.O. Box 30188

Charlotte, North Carolina 28230

FOR THE USING AND CONSUMING PUBLIC:

Lucy Edmondson, Staff Attorney .

Public Staff - North Carolina Utilities Commission
4326 Mail Service Center .

Raleigh, North Carolina 27699-4326

NORTH CAROLINA UTILITIES COMMISSION
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we are convenient for them in terms of making easy payment

available to them in terms of working with them to make it
easy and convenient for them to retain their phone service
and we work with them to help provide 'ife management
skills, frankly, that they lack to remind them to make

payments.

We do an awful lot of account administration work
with them to remind them to make payments to try to keep
their phone service active and that type of thing. We
also allow them to come back if their phone serviée gets
interrupted because they have to make a decision between
diapers and phone service, we allow them to come back. We
don't require them to put up deposits; we don't charge
them penalties, that type of thing for leaving service,
coming back to service. We're very friendly to them in
that regard.

Those customers need us. And -- and we feel like
that we provide a valuable and needed service in our
prepaid niche that's not served by BellSouth gnd it's not

served by any prepaid -- any postpaid provider. So we

feel like to a certain extent that we're here representing
those customers.
The -~ we do business with all of the major ILECs.

And in most cases when we deal with an ILEC, they offer a

NORTﬁ CAROLINA UTILITIES COMMISSION




dPi Teleconnect LLC * Order Summary
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Page 1 of 1

Colt Us Toll Free atc 1-877 JUIN DPL (564-6374) ¢

Select Provider > Select Package > Select Services > Order Summary > Address / Customer Info > Make Payment > Account Summary

Order Summary

ZipCode: 40601 Bell South

Package and Features Selected Price Month 2 Charges
Basic Service $39.99 $39.99
Access Fee $2.00
USOC Order Charge $1.69 $1.69
FCC Subscriber Line Fee $6.50 $6.50
Retention Credit ($6.30)
Prompt Pay Discount

Payment Deferral $6.33
A.AM. Fee $5.00 $5.00
Service Activation Charge $60.00

Service Activation Charge $0.00
Payment Deferral ($69.68)

Product Total $43.50 $55.21
Taxes J

Sales Tax | $7.50 | $11.07
Total Amount Due $51.00 $66.28
Product Name Mo.2 Mo.3 Mo.4 Mo.5 Mo.6 Mo.7 Mo.8 Mo.9
Basic Service 39 99 3999 39.99 3698 3999 39.99 39.99 39.99
Access Fee 200 2.00 200 200 2.00 2.00 200 200
USOC Order Charge 169 1.69 169 169 1.69 169 1.69 169 1869
FCC Subscriber Line Fee 6 50 6 50 650 6.50 6.50 6.50 6.50 6.50 6.50
Retention Credit -6 30 630 -6.30 -6 30 -6.30 -6.30 -6.30 -6.30
Prompt Pay Discount -10.00 -10 00 -10.00 -10.00 -10.00 -10.00 -10.00
Payment Deferral 633 6.33 6.33 6.33 633 633 6.33 6.33
AAM. Fee 500 500 500 500 500 500 5.00 500 500
Service Activation Charge 60 00

Service Activation Charge 0.00 000 000 0.00

Payment Deferral -69.68

Subtotal Product 43 50 55 21 4521 45 21 4521 45 21 45.21 45.21 4521
Taxes, Fees and Surcharges 750 1107 11.07 1107 11.07 11.07 11.07 11.07 1107
Total 51.00 66.28 56.28 56.28 56.28 56.28 56.28 56.28 56.28

Tax Details: Month 1

Federal Excise Tax {$0.69)

Federal Universal Service Fund $1.79
Franklin Co. 911 Surcharge $1.00

KY Annual Psc Assessment $0.05
KY Lifeline Support Surcharge $0.08
KY Tap Surcharge $0.02

KY Trs $0.02

Rate Increase For School Tax $2.62
State Sales Tax $2.61

https://secure.dpiteleconnect.com/phone.mgmt/account_setup/order_summary.aspx

Home | Products | Ahout Us | Contact Us
Copyright © 2008 dPi TelgConnect, LL.C. All Rights Reserved.
Terms and Conditions | Webmastar

8/10/2010
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Cull Us Toll-Free at: 1-877 JOIN DPI {564-6374)

Select Provider > Select Package > Select Services > Order Summary > Address / Customer Info > Make Payment > Account Summary

Order Summary

ZipCode: 40601 Bell South

Package and Features Selected Price Month 2 Charges
Basic Service $39.99 $39.99
Access Fee $2.00
USOC Order Charge $1.69 $1.69
FCC Subscriber Line Fee $6.50 $6.50
Prompt Pay Discount

Payment Deferral $6.33
Payment Deferral ($69.68)

A.AM. Fes $5.00 $5.00
Service Activation Charge $60.00

Service Activation Charge $0.00
Retention Credit {$6.30)
Lifeline Credit ($13.50) ($13.50)
Product Total $30.00 $41.71
Taxes

Sales Tax $5.44 | $9.04
Total Amount Due $35.44 $50.75
Product Name Mo.1 Mo.2 Mo.3 Mo.4 Mo.5 Mo.6 Mo.7 Mo.8 Mo.9
Basic Service 3999 39 99 3999 39 99 3999 3999 39.99 3999 39.99
Access Fee 2.00 200 200 200 200 2.00 200 2.00
USQC Order Charge 169 1.69 169 169 169 1.69 169 1.69 169
FCC Subscriber Line Fee 650 650 6 50 6 50 650 6 50 6 50 650 6.80
Prompt Pay Discount -10.00 -10 00 -10 00 -10.00 -10.00 -10.00 -10 00
Payment Deferral 633 633 633 633 633 633 633 633
Payment Deferral -69 68

A.A.M. Fee 5.00 500 500 5.00 500 500 500 500 500
Service Activation Charge 60 00

Service Activation Charge 000 000 000 000

Retention Credit -6 30 -6 30 -6 30 -6 30 -6 30 -6 30 -6.30 -6.30
Lifeline Credit -13 50 -13 50 -13.50 -13 50 -13.50 -13.50 -13.50 -13.50 -13 50
Subtotal Product 3000 an 317 3171 3171 317 37 3171 3t
Taxes, Fees and Surcharges 544 9.04 904 904 904 904 904 9.04 904
Total 35.44 50.75 40.75 40.75 40.75 40.75 40.75 40.75 40.75
Tax Details: Month 1

Federal Excise Tax ($1.10)

Federal Universal Service Fund $1.79

Franklin Co. 911 Surcharge $1.00

KY Annual Psc Assessment $0.03

KY Lifeline Support Surcharge $0.08

KY Tap Surcharge $0.02

KY Trs $0.02

Rate Increase For School Tax $1.80

State Sales Tax $1.80

Home | Products | About Us | Cantact Us

Copyright © 2008 dPi TeleConnect, LLC. All Rights Reserved.

https://secure.dpiteleconnect.com/phone.mgmt/account_setup/order summary.aspx

Terms and Conditions | Webmaster

8/10/2010
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COMMONWEALTH OF KENTUCKY

KENTUCKY PUBLIC SERVICE COMMISSION

COUNTY OF J&%ﬁfcﬂﬂ

sTATEOF AL

BEFORE ME, the undersigned authority, duly commissioned and qualified in and
for the State and County aforesaid, personally came and appeared

Kristy A. Seagle, who being by me first duly sworn deposed and said that she is
appearing as a witness on behalf of BellSouth Telecommunications, Inc. d/b/a
AT&T Kentucky before the Kentucky Public Service Commission in Docket
Number 2009-00127, In the Matter of: dPi Teleconnect, L.L.C., Complainant v.
BellSouth Telecommunications, Inc., d/b/a AT&T Kentucky, Defendant, Dispute
Over Interpretation of the Parties’ Interconnection Agreement Regarding AT&T
Kentucky’s Failure to Extend Cash-Back Promotions to dPi and if present before
the Commission and duly sworn, her statements would be set forth in the
annexed direct testimony consisting of _{ ) _ pages and 3 exhibits.

ﬂ//ﬁcdi&q«

Kristy AOSeagle

SWORN,TO AND SUBSCRIBED BEFORE ME
THIS DAY OF AUGUST, 2010

A7 /zl/

Notary Public

My Commission Expires: V/Zf/zf//z_

831253
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AT&T KENTUCKY
DIRECT TESTIMONY OF KRISTY A. SEAGLE
BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION
CASE NO. 2009-00127

AUGUST 13, 2010

PLEASE STATE YOUR NAME, YOUR EMPLOYER, AND YOUR
BUSINESS ADDRESS.

My name is Kristy Seagle. | am employed by AT&T Operations, Inc. in the
area of wholesale operations. My business address is 3535 Colonnade

Parkway, Suite N3C, Birmingham, Alabama 35243.

PLEASE PROVIDE A BRIEF DESCRIPTION OF YOUR BACKGROUND
AND EXPERIENCE.

| received my Masters of Business Administration degree from the University
of Alabama in Birmingham in 1982. | have 12 years experience in the
telecommunications industry. My career with AT&T/BellSouth began in 1998
as a Small Business Service Representative. Since then | have worked as a
Systems Designer, Resale Product Manager, and Lead Interconnection
Agreements Manager, before assuming my current position as a Systems

Engineer.
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WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My testimony presents facts that support ATT Kentucky’s policy positions that
are set forth in the Direct Testimony of AT&T Kentucky witness Scot
Ferguson. Specifically, my testimony: (1) provides an overview of the
process competitive local exchange carriers (“CLECs") like dPi Teleconnect,
L.L.C. ("dPi") use to request promotional credits from AT&T Kentucky; (2)
summarizes conversations | had with dPi representatives regarding this
process; and (3) discusses how | informed dPi representatives in 2004 and
again in 2005 that AT&T Kentucky would not make the cashback portions of

promotional offerings available for resale.

L OVERVIEW OF PROMOTIONAL CREDIT REQUEST PROCESS

PLEASE GIVE A GENERAL SUMMARY OF HOW AT&T KENTUCKY
GOES ABOUT RESELLING PROMOTIONS TO CLECS LIKE DPI?

The CLEC purchases the services that are required in conjunction with a
promotion from AT&T Kentucky and pays the standard resale price (the retail
price less the wholesale resale discount) for those services. The CLEC then
submits a promotional credit request seeking any additional credits to which it

claims to be entitled pursuant to the promotion.

For example, assume that AT&T Kentucky ran a promotion that waived a

retail $40 installation charge when an end user ordered a line with a retail



10
11
12
13
14
15
16
17
18
19
20
21

22

price of $20 per month during the promotional period. Assume further that
the resale discount is 20%. If a CLEC resold that promotion to one of its end
users that qualified for the promotion, the CLEC would be billed $32 ($40 less
the 20% resale discount) for the installation charge and $16 per month ($20
less the 20% resale discount) for the line. In order to receive the benefit of
the promotional waiver of installation charges, the CLEC would then submit a
request to AT&T Kentucky for a $32 credit. If the request is valid (i.e., if the
promotion is available for resale and if the CLEC’s end user meets the criteria
that an AT&T Kentucky end user would have to meet to qualify for the

promotion), AT&T Kentucky provides the CLEC a $32 credit.

HAS THIS PROCESS BEEN IN PLACE THROUGHOUT THE 2003 TO 2007
TIME FRAME AT ISSUE IN THIS DOCKET?
This general process has been in place throughout that time period, but the

process has become more mechanized over time.

At the beginning of that time period, for instance, these types of promotional
credit requests were received and processed manually. Beginning in the Fall
of 2005, the process became increasingly mechanized. Today, the
submission, validation, and processing of these types of promotional credit

requests are almost entirely mechanized.’

' As explained by AT&T Kentucky witness Nicole Bracy in her Direct

Testimony, for some cashback promotions, an end user may request the cashback
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A

. DISCUSSIONS WITH DPI REPRESENTATIVES REGARDING THE
PROMOTIONAL CREDIT REQUEST PROCESS

IN COMPANION PROCEEDINGS IN OTHER STATES, DPI HAS
IDENTIFIED STEVE WATSON OF LOST KEY TELECOM INC. AS DPI'S
BILLING AND COLLECTIONS AGENT FOR PROMOTIONS. HAVE YOU
HAD ANY DISCUSSIONS WITH DPI'S BILLING AGENT, MR. WATSON,
ABOUT THE PROMOTIONAL CREDIT REQUEST PROCESS?

Yes.

WHEN WAS THE FIRST TIME YOU DISCUSSED THE PROMOTIONAL
CREDIT REQUEST PROCESS WITH MR. WATSON IN HIS CAPACITY AS
DPI’S BILLING AGENT?

During a face-to-face meeting in Birmingham, Alabama, in August of 2004.

WHAT WERE YOUR JOB RESPONSIBILITIES AT THAT TIME?

In August 2004, | was the resale product manage:. My job responsibilities at
the time included, among other duties, processing promotional credit requests

submitted by CLECs.

HOW DID YOUR AUGUST 2004 MEETING WITH DPI'S BILLING AGENT
COME ABOUT?

dPi’'s billing agent, Mr. Watson, asked me to meet with him and his son Chris.

Mr. Watson said that he had recently left his position with another carrier and

offer only once in a given period of time. AT&T manually reviews cashback
promotional credit requests related to these types of promotions

4
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was starting a new business, Lost Key Telecom, Inc., that would work with a
number of CLECs to submit promotional credit requests to AT&T. Mr.
Watson said he wanted to discuss the format he intended to use in submitting
these requests in order to ensure that the proposed format included all of the

information AT&T needed to process the requests.

DID YOU DISCUSS THE PROMOTIONAL CREDIT REQUEST PROCESS

WITH MR. WATSON DURING YOUR AUGUST 2004 MEETING?

Yes. | explained the form that needed to be submitted to seek promotional

credits, and Mr. Watson and | discussed how best to format the backup

information that would need to be submitted to support the request.

M. INFORMING DPI THAT CASHBACK PROMOTIONS WERE NOT
AVAILABLE FOR RESALE

WHAT TYPES OF PROMOTIONS DID YOU DISCUSS WITH MR. WATSON
DURING THE AUGUST 2004 MEETING?

Most of our discussions addressed promotions that did not involve cashback
offers. During the meeting, however, Mr. Watson did specifically ask me

about cashback promotions such as the ones at issue in this docket.

HOW DID YOU RESPOND TO MR. WATSON’S QUESTION?

| told Mr. Watson that cashback promotions were not available for resale, and

| agreed to send him an email to that effect when | got back to my office.
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DID YOU SEND DPI'S BILLING AGENT, N.R. WATSON, AN EMAIL
STATING THAT CASHBACK PROMOTIONS WERE NOT AVAILABLE FOR
RESALE?

Yes. Exhibit KAS-1 is a copy of the email | sent Mr. Watson on August 26,
2004, stating that AT&T (then known as BellSouth) would not resell cashback

offers.

AFTER YOUR MEETING WITH MR. WATSON IN AUGUST 2004, DID
AT&T BEGIN RECEIVING PROMOTIONAL CREDIT REQUESTS FROM
DPI'S BILLING AGENT?

Yes. The following month, September 2004, | began receiving and
processing promotional credit requests submitted by Lost Key on behalf of

various CLECs, including promotional credit requests that Lost Key submitted

on behalf of dPi.

WERE ANY OF DPI'S PROMOTIONAL CREDIT REQUESTS FOR
CASHBACK PROMOTIONS?

No. None of the promotional credit requests submitted in September 2004
was for any cashback promotions, including those involved in this docket. In
fact, | did not receive any promotional credit requests for cashback

promotions from dPi until July 2005.
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WHAT HAPPENED IN JULY 20057

On July 21, 2005, Mr. Watson submitted a request on behalf of dPi for
promotional credits for a cashback promotion. Exhibit KAS-2 is a copy of an
email string that includes that request. The request was submitted for
services dPi had ordered in North Carolina, but that July 2005 request was

the first request for cashback promotional credits | received from dPi.

HOW DID YOU RESPOND TO DPI'S JULY 2005 REQUEST FOR
PROMOTIONAL CREDITS FOR A CASHBACK PROMOTION IN NORTH
CAROLINA?

Consistent with my August 2004 conversation with and email to Mr. Watson, |
sent Mr. Watson an email on August 2, 2005, stating that the cashback

promotion for which he was requesting a credit was not available for resale.

See Exhibit KAS-2.

DID MR. WATSON RESPOND TO YOUR EMAIL?

Yes. The next day, Mr. Watson sent me an email stating, among other

things, that “l will let DPI Teleconnect know about this promotion.” See

Exhibit KAS-2.
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IN THE 2005 TIME FRAME, DID DPI OR LOST KEY SUGGEST THAT
THEY DISAGREED WITH THE POSITION SET OUT IN YOUR AUGUST 2,
2005 EMAIL?

No. | heard nothing further from dPi or dPi’s billing agent, Mr. Watson, about
cashback promotions or AT&T’s position that such promotions were not

available for resale until January 2007, when dPi sent the spreadsheet

addressed below.

DID MR. WATSON AND DPI TYPICALLY REMAIN SILENT WHEN THEY
DISAGREED WITH AT&T'S HANDLING OF A PROMOTIONAL CREDIT
REQUEST?

No, not at all. As | mentioned earlier, dPi had submitted a number of
promotional credit requests for non-cashback promotions since my August
2004 meeting with Mr. Watson. On several occasions, and for various
reasons, AT&T did not believe that dPi was entitled to some or all of the
promotional credits it requested and, therefore, AT&T did not provide the
requested credits to dPi. On several such occasions, dPi quickly informed
AT&T that it did not agree with AT&T’s decision not to provide the credits.
Exhibit KAS-3 is an example of correspondence, beginning in the Spring of
2004, addressing dPi's disagreement with AT&T's decision not to provide

various non-cashback promotional credits that dPi had requested.
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WHEN IS THE FIRST TIME DPl REQUESTED A CASHBACK
PROMOTIONAL CREDIT IN KENTUCKY?

According to Exhibit A to dPi's responses to AT&T Kentucky's discovery
requests, the first time dPi sought cashback promotional credit in Kentucky

was December 2005.

DID AT&T KENTUCKY PROVIDE THE CASHBACK CREDITS DPI
REQUESTED IN KENTUCKY IN DECEMBER 20057

No. As explained by AT&T Kentucky witness Nicole Bracy, AT&T Kentucky
did not provide any of the cashback credits dPi requested for billing periods

prior to July 2007.

WHEN DID YOU FIRST BECOME AWARE THAT DPI INTENDED TO
SEEK PAYMENT FOR CASHBACK PROMOTIONAL CREDIT
REQUESTS THAT IT HAD PREVIOUSLY SUBMITTED AND THAT
AT&T KENTUCKY HAD NOT PAID?

In January 2007, dPi sent AT&T Kentucky a spreadsheet listing what it
purported to be “open disputes.” Some cashback promotional credit
requests were included in these purported disputes. This was the first
indication | had that dPi intended to seek payment for cashback
promotional credit requests that it had previously submitted and that

AT&T Kentucky had not paid.
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ARE YOU AWARE OF DPI HAVING DONE ANYTHING PRIOR TO
JANUARY 2007 TO INDICATE THAT IT DISAGREED WITH AT&T
KENTUCKY’S DECISION NOT TO PROVIDE CASHBACK
PROMOTIONAL CREDIT REQUESTS PREVIOUSLY SUBMITTED BY
DPI?

No.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.

10



Exhibit KAS-1
Page 1of 2
Message Page | of 2

From: Seagle, Kristy [mailto:Kristy.Seagle@BellSouth.com)
Sent: Thursday, August 26, 2004 1:47 PM

To: Steve Watson

Subject: Language regarding Cash Back/Coupon promotions

Steve,

Below is the language regarding Cash Back and Coupon promotions. | will get back to you onthe 2
promotions we discussed and if they only involve new Installs. It was really nice meeting you and Chris
today. |look forward to & productive relationship for both of us, Thanks.

Kristy

RellSouth is not required by the Telecommunications Act, the Federal
Communicatlons Commission’'s (FCC) rules or by its tarlifs to resell cash back
promotional offers. BellSouth is required to and does make available for
resale the service in connection with which the coupon is provided.

Section 251(c } (4) requires BellSouth to “offer for resale at wholesale rates
any telecommunications service that the carrier provide(s) at retail, to
subscribers who are not telecommunications carriers,” The retail price of the
telecommunications service is the standard tarclff price. In implementing this
gection of the Act, the FCC confirmed that the ILEC resale obligation applies
to promotions, which the FCC takes to refer to “price discounts from standard
offerings.’” {96~98 Interconnection Order at para 948). Thus BellSouth'’s
rasale obligation for promotions applies to reduced prices reflected in a
credit or a lower charge on a telecommunications service and not to cash back
offers where the funds can be used by the customer Eor any purpose.

Further, BellSowth’s tariffs state “that [CLECs] may resell specific tariff
services identified in the tariff.” (BellSouth Louisiana Tariff at Section
A2.19.1, BellSouth Georgia Resale Tariff). Although promotional offers appear
in some of BellSouth’s GSST tariffs, a cash back promoticn ie not a tariff
service, nor is it a reduction in the tariffed rate of a telecommunications
product or service Ltc which the resale obligation applies.

Kristy Seagle

BeliSouth ICS Marketing

Office: 205/577-1208

Ipager: kristyseagle@imecingular.com

tf you hava recelved this message in error or do not wish to receive future commercial electronic mall
massages from BellSouth Interconnaction Services visit
<http://contactmanage.bellsouth.com/interconnection/optout/index.asp> or write to us at:

Attn: BellSouth Interconnection Servicas Marketing COmmunIcat!ons
Rm 34H71
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Message Page 2 of 2

675 Wast Peachtree
Atlanta, GA 30375

HERIE

The Information transmitted ks Intended only for the person or entity to which it Is addressed and
may contaln confidential, proprietary, and/or privileged materlal, Any review, retransmission,
dissemination or other use of, or taking of any action in reliance upon this information by persons or
entities cther than the intended reciplent is prohibited. If you recelved this In error, please contact

the sender and delete the material from all computers. 113
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Page 1 of 2

Message Page 1 of 2

From: processing (mailto:processing@lostkeytelecom.com]

Sent: Wednesday, August 03, 2005 8:16 AM

To: Seagle, Kristy

Subject: RE: DPI Teleconnect Promotions - CB-100TF 20040408 to 20050331

Thank you Kristy,

Hope your racovering well from your surgesy. | will let DP! Teleconnact know aboul this promonon ( wonder if you
have the list of credits that you promised me before you left. Thank you,

Steve T Watson

Lost Key Telscom

Senior Account Manager
§78,628.6692 (Office)
850.492.7444 (Fax)
888.259.6057 (Toll Free)
850.748.2344 (moblle)
swatson@lostkaytelecom.com

From: Seagle, Kristy [mailto:Kristy.Seagle@BeliSouth.com]

Sent: Tuesday, August 02, 2005 2:54 PM

To: processing

Subject: RE: DPI Te!eoonnect Promotions - CB-100TF 20040408 to 20050331

Hello Steve - This promotion was not avallable for resale during this lime per§od. Thanks.
Kristy

—--Qriginal Message-----

From: processing [malito:processing@lostkeytelecom.com)

Sent: Thursday, July 21, 2005 3:26 PM

To: Seagle, Kristy

Cc: Bolinger, Brian

"Subject: DPI Teleconnect Promotions - CB~100TF 20040408 to 20050331

Steve Watson

P.0O. Box 34474

Pensacola, Fl 32507
678.528.6692 (Office)
850.492,7444 (Fax)
888.259.6057 (Toll Fres)
850.748.2344 (mobile)
swatson@lostkeytetlacom.com

ek


mailto:swatson@&stkeytelecom.com

Exhibit KAS-2
Page 2 of 2

Page 20f 2

Message

The information transmitted is intended only for the person or entity to which it Is addressed and may contain
confidential, proprietary, and/or privileged material. Any review, retransmission, dissemination or other use of, or
taking of any action in rellance upon this information by persons or entities othe * than the Intended redpient Is
prohibited, If you recelved this in error, please contact the sender and delete the matertal from all computers,
162 )
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Message Page ) of 2

Butler, Ann W

T’ g PP Y18 @ Semeem Brngmm eI Wi E T o

From: Steve Watson lwm@la&nmbm com)
Sent:  Monday, April-18, 2005 7:08 AM

To: Seagle, Kristy

Cc: Chels Watson

Subject: RE: DP| Téleconnact Cradis

Thanks-Kristy for the-speadshsat. Lel me know if thers Is any way we can help with the process. God blass;
- Blave '

PO pRpy— ——— - t— 306 47 o

[ELYNN . - - .-

From Seaple, Kmxy [malibo: Kristy.Seagle@BeliSouth.com]
Sent: Tuesdiy, Apetl 12, 2005 3:21 PM

To: Stave Watson

Subject: RE: DPI Teleconnect Credits

Héflo Stave - Wish | could aay {hings have setiled down. mMmhutaudmmwge!mpmMonmm
m»mmmwmspmummqummmw

OP| aredits should have eppeared on Lhair January bill period. "youan‘undmm.mgaun!nud\wm

Baling & Collections. Thanks.

Kristy

wmOriginal Message--—
From: Steve Watson [maltoiswatsan@ostkeytelacom.com)
Sants Wodnasdiny, Aprit 06, 2005 4:15 AM
* Tos Seagls, Kristy
T Chris Watson
Subrject: DPI Teleconnact Credits

Good moming Kristy,

ummmmrmmuhulpyoumad.vouumamo

EE e n, T B9 Waiver on 12/30/04. We hava nol boan able to find
thosa cradits on DP] Telsco: mmgammmmmms Could you verily which
mmﬁm%hamuhakmmwﬁmm-ummwlsutoﬂhunewcr.dnumm
Igstiad on April 1 80 thel | can updals my-spreadsheals lor all of our cilants. Whan il Is convient Chis and
mysall would still ke 10 meat with you for lunch or dinner, what ever worke bast with your sohedule. Just
tet ys know H thal would be possibia in May. Thank you for your heip,

Sincerely,

Sleve Wataon
P.O. Box 34474

fficxs)
678.305.90268 (Fax)
888.259.8057 (Toll Fres)
850 748.2344 moblle)

117812005
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LAl

The Information trarismitted Is intended only for the parson or entily to which it Is addressed and may contain
confidential, proprietary, andjor privileged matedal. Any raview, retransmission, dissemination or other use of, or
taking of any action in reliance.upon this information by persons or entities other than the intended reciplent is
prohibited. If you received this i error, please contact the sender and defete the materia) from all computers.
117
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Butlar AmnW

From: Stevy Watson 1m@ca%y!alwomm1
Sont:  Monday; Apit 18, 2005 10:12 AM

To: Seegla, Kristy

Subject: RE: DP! Telsconnect Credits

————_ g

Thank you for the quick rasponse. Stove

Frony: Seage, Kiisty {malito:Kristy.Seagle@BeliSouth.com}
Sent: Monday, April 18, 2005 8:39 AM

To: Steve Watson

Subject: RE: DP] Talsconnect Credits

Hay Steve - For some reason, thofIEZD charges were not credited. Billing & Colections found the error Friday,
so thay will appaer on the May bill. | apologize for the oversight.

Kristy

~-Criginal Message-----

From: Steve Watson [malito:swatson@lostkeytelecom.com}
Sent: Monday, ApeHl 18, 2005 7:12 AM

To: Seagle, Kristy

Oc: Chyls Watson

Subject: RE: DPI Teleconnedt Credits

Hi Kristy,

I just check for tho SN ISR Walver promational credits for DPY Teleconnect an thelr 1.

Daosandlburumuedll&onmumcyda 1 ais0 chack the 2-08-05 and \he 3-08-05 and found none.
Ploase check with collections and see where snd when thay wit receivs those credits. Thank you for your

hetp in thie mafter,

Stave

Feam: Seagle, Kristy [malito; nuysagwmmmm)
Sent: Tuusdav. Apitl 12, 2005 3:21 PM

‘Tap Steve Watson

Subjact: RE: DP Teleconnect Credits

Hallo Stave - Wish | ooukd aay things have sottled down, {m working fest and furous ta gel the promotion
dits procossed. Ploase (ind attached your dispote spresdsheet with crediis to DPI and IS
umd\uﬂdhaveawemmmah.!amy pariod.- Hf you cant find
Biling & Collactions. Thanks.

1

~-Origing] Message-
om; Steve Watson [mmn-mmcbmmmmm]

117872005
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Sent: Wednesday, April 06, 2005 4:15 AM
To: Seagls, Kristy

Cc: Chris Watson
Subject: DPI Teleconnect Credits
Good moming Krigly,

Hopa everything hag settlo down I

WI and your getting the-help you need. You
Sant s Me showing the credits % \BRASERRETERFETATN0 Walver on 12/30/04, Wa have not
been abls (o find those credits cn DP1 Telaconnect Resale Billing accounts on 2/08/05 and 3/08/05.
Could you vertly which month they will be cradited to their blii? Also could you plaase send me the
lia} of the new credits that wers fssued on Apifl 1.50 thet | can-.update my epreadshoets for all of our

Promation|

. clionts. When It is convient Chiis and myself would stil tike (o meiet wiihyou for lunch or dinner,

what ever works bast with your schadule. Jusi let us know  that would be possibis In May. Thank
yois for your hielp,

Sincerely,

Steve Watson

P.O. Box 34474

Pensacola, Fl 32507
678.628,8892 (Office)
678.388.0668 (Fax)
868.259.6057 (Toll Froe)
850,748.2344 {mobile)
swatson@lostkeytelscom.com

The Information transmitted Is Intended only for the person or entity to which & Is addressed and may
contain confidential, proprietary, sndfor priviieged matesial. Any review, retransmission, dissemination or
other use of, or taking of any action In reflance upon this Information by pe-sons or entities other then the
Intended reciplent is prohibited. If you received this in emor, please contact the sernder ond delete the
material from all computers, 117

117872005
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Butler, Ann W

From: Manging, Leisa G

Sent:  Tuesday, Qctober 25, 2005 2:44 PM
To: Bufler, Ann W

Subject: FW: dPi Tefeconnect

FYi

~—~Lriginal Message—~-—
Fromt Bolinger, Brdan {mailto:BBofinger@dpiteleconnact.com]
Sent: Thursday, Apill 14, 2005 3;48'PM

" Yo: Seagle, Kristy; Bollnger; Brian; Seubs, Louis; Patiesson, Gary D
Ce: Mangina, Leisa G; Kelity, Rod (James R)
Subject: RE: dPi Telecoonect

Kristy:

Thnnkywloryour o-mal. | am a little confused though. Would you pisase explain what you meen by “relall's
" Plansa correcime If | am , butitis my that so aslhouomh

wmw Rlsclluibtaforﬂwmodatedp credit. Feature! such
ali defined TouchStar services In BellScuth teriffs,

The amounts In question now sl stem from the GRIRSTrEEESTED Walver promoum { cannot soe eny other
conclusion other than that dPI Teleconnect met the cnd uqunnhﬁcamns of ordering basic local service
with 2 custom calling and/or TouchStar fontures as dofined in.the BellSouth’s own Tariff aud associated
Promotion. dPi Teleconnoct provisions@ER (R ondfETD on every order it submits,

With regard 1o your question of what SFRERS /s TR s o CXEmEsmg featurs thet BERSIIMED

Again, thank you for your e-niall and ook lorwerd to recelving your enswer on Monday.
Cordielly,

Brian A. Bollnger

Vice Prasident of Lagal Afialre
dPj Telsconned, LLC

2887 LBJ Freaway, Suits 226
Dallag, TX 75234

(672) 488-5500 wxt 4018

~~-Original Message-—
* Froms Seale, Kristy [maifto:Kristy.Seagle@BaliSauth.com)
Sent: Thursday, April 14, 2005 3:24 PM

To: Bolinger, Brian; Seube, Louls; Pattarsen, Gary D

Ce: Mangina, Lelss G; Kelley, Rod (James R)

Subject: RE: dPleeannned

Bran,

1am in the process of validating relall's conalderation of B on feetures such s
{ should -have sn answer by Monday, April 18, | was not eble 1o fing USOC [peieEE
or on a sempling of dPl orders. Do you have an order 1 could IookmtomlhkUSOC? Thank you.

11/8/2005
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b Messaga——
Froms Bolinger, Brian [mailte: BBoiinger@dpitelaconnect.com)
Sent: Thursday, Apel 14, 2005 2:34 PM

To: Seuba, Louls; Bounge:, Brian; Patterson, Gary D

Ca1 Manging, Leisa G; Kelley, Rod (James-R); Seagle, Xristy
Subjact RE: dPl Teleconnect

Louls:

Thank you for the update and additional adjusiments. We have yet o recelva a response from Ms,
Seagle reganding the approximately SGEESIEID In cradits that remtin outstanding.

Brian A, Bolinger

Vice Prealdent of Lagal Allairs
¢Pi Telaconnect, LLC

2687 LBJ Freeway, Sulte 225
Daltas, TX 75234

(872) 486-6500 ax1 4018

=-Ogiginal Message———
Fromi Seube, Louls [madto:Louls.SeubefBeliSouth.com]
Sent: Thursday, Apef! 14, 2005 2:37 PM
Ta: Bolinger, Brian; Patterson, Gary D
Ces Manging, Leisa G; Kelley, Rod (,lamsk), Seube, Lauls; Seagle, Kristy
Subject: RE: dPi Teleconnect

Brian,

Piease see tha allached file with the additional ts that sre cumently baing
. You will notice that there is sn additonal uwlmbeawadm
this :woadshset The Wlal smount of both spreadsheels provided is

Please call ma if you have any quaslions regarding these credits.
Kristy, do we have @ response yet on the ramaining credit requasts?

Louis Seube
205-714-7400

«=Driginal Message——-

From: Bolinger, Brian [malito:BBolinger@dpltelecormect.com)
Sent: Wednesday, April13, 2005 2:44 PM

To: Seube, Louis; Patterson, Gary D

©x: Bolinger, Brian; Mangina, Leish G} Kalley, Rod {James R)
Subject: RE: dP Teleconnect

Importance; High

8 nfagnation. M my math la carrect, the lotal amount posted (or to
Is %6 ot This amount diftars from Mr, Patierson's 6-maf below of

Also, we currently ghow remaining pmmtmalcrodudmmmlmmaau&uﬁ\
In the amount of . Any aawhmlhosswalba



Mossage

11/8/2005

Exhibit KAS-3
Page 7 of 17

Page 3 of 9

Kgaln, thanks for (he information.

Brian A. Bolinger

Vice Prasident of Legs! Affairg
dF Telsconnect, L1.C

2697 LBJ Freeway, Sulte 225
Dalles, TX 75234

(872) 488-6500 (ph)

{572} 408-0193{

weQriginal Message-—

From: Seube, Louls' [maito:Louls. SeubeBaiSouth.com)

Sent: Wednesday, Aprdl 13, 2005 1:55 PM

To: Patterson, Gery D

Ce: BBolinger@dpiteleconnect.com; Mangina, Laisa G; Kefley, Rod {James
R); Seube, Louls

Subject! RE: dPl Teleconnect

Brian,

Per your request, altached s the sproadsheaet datslling when the

adjustments posted, or when they will posl. Theara are a faw on the list thal
have yot to post, but the edjustment has been ssued. Ploase let me know
i you have any questions aboutl tha atiached.

Louis Soube
205.714-7400

~—Origind] Message——

Fromy: Palterson, Gary D

Sent: Monday, Aprl 11, 2005 1:37 PM
Yo Seubs, Louls

Subject: FW; dPi Telsconnect
Importancs: Migh

can you angwer this question? gp

——Qriginal Messagaee-
From: Bolinger, Brian [mallto: BBolinger@dpiteleconnect.com}
Seant: Mordlay, Apil u, 2005 1:21 PM

: d an account aging as of this morning and the
SRRy credit was not reflact on any account. | was under the
impression that sinca the adjusiments were completed as of last
Woednesday, our current aging would show the adjustment. Can
youlanmuwhenouuwumwmmndjuwmnq!y?
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Thark you.

Brian A. Bolinger
Vice Presiden of Logal Affalrs
dPi Tolsconnact, LLC
2807 LBJ Freeway, Sulte 225
Dallas, TX 75234
Office (972) 488-5500 ext. 4018
Fax (972) 408-0193
were-Otiginal
Fromi Patterson, Gary D
- [mniito:Gary.Patierson2 GBeliSouth.com]
Sents Monday, April 11, 2005 11:31 AM
Yo: , Brian
Subject: RE: dPi Teleconnect

Advernali is @ sha, She shorens it to Ad, Her telephone
number is 205-877-1058,

~—{Original Messaga-—

From: Bollnger, Brian
[maio:BBofingerGdpReleconnect.com}
Sents Monday, April 11, 2005.11:03 AM
To: Patterson, Gary D; Bolinger, Brian

Mr, Patterson:

Thank you for your reply. 1f you would, pleass
provido me with the contact information for
Advernall Allen, 1 bave not had the opportunity fo
work with kim or her yet,

Also, with regard to your previous message stating
*dP Teleconncet did not receive full credit on alt
submitied roquests due to not mecting ond user
qualifications of ordering basic local gervice with

2 custom calling and/or TouchStar(r) features ap
defined in the Tariff Promotion.” Ploase know that
dPi Teleconnect disarees with BeliSonth's
conclusion {or the following reasons:

In rccordance with BellSouth's Teriff Premotion,
TouchStar Service USOCs include S5 SN and
$BP dPi Telcconnect uscs vach of these USOCs
on every onder. Additionally, dPi Telocotmect
utitizos the custom calling feature /SNSRI on
cach and every onder. Accordingly, dPi
Teloconnec! concludes that the not
paid by BellSouth is In error becanss dPi
Teleconnect meets the end user qualifications of
ordering basic local service with 2 custom calling



Meszage

114872005

Exhibit KAS-3
Page 9 of 17

Page S of 9

and/or TouchStar feawres,

Thenk you for your attention to ihis matter and
pleaso provide me with the dats on when
BellSouth with correct this ervor.

Cordislly,

Brian-A. Bollngsr

Vice Presicont of Lagal Alfelre
OPi Telagonnect, LLC

2897 L8J Freoway, Sulte 225

Dallas, TX 75234

Offica (972) 488-6500 ext. 4018
Fax (872) 408-0193

=-~Qriginal Message-——

Froemn: Patterson, Gary D

[maiito: Gary.Patterson2 @BellSouth.com)
Sent! Monday, Apdl 11, 2005 10:36 AM
To: Bolinger, Brlan

Subject: RE: dPf Teleconnect

it woutd be beat to conlinue to wark through
Kristy Seagle an Jim Mazisr. They actually do
The Investigation and then advise my smployees
of ths ac§usimenis needed and we actuefly do
the adjustments. We recleved notification of the
Bdjustmentz naeded on Monday Apri 4, snd
complated lo adjustments by Wednesday. As a
refargncae, Advemall Aflen is thair Director and
she would bs a good escalation resnurce.

" 1 do gat invoived once thet process te
completed, 5o should you deske lo escalale
further, pieass fas) frae 1o contact me.

Sincarsly,

Gary Pallerson
QAYP BeliSouth Accounts Receivable
Managemant, BARM
205-7114-7357
~--Original Message----
From: Bolinger, Brian
[maio:BBclinger&dpiteleconnect.com)
Senti Monday, April 11, 2005 8:23 AM
Yo! Patterson, Gary D
Subjects RE: dPf Teleconnect

Mr. Pallanson:

Thank you for your correspondence.
Your prompt responsa {o this matlerls
We will review our
subinission regarding the Line
Connection Foa Walver and delarmine
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the accuracy of the data,

in the fusture, Is & beat to work through
you on thnse mattera?

Thank you again,

Brian A. Bofinger

Vice Presiden! of Legal Affairs
¢l Telaoonnect, LLC

2897 LBJ Freeway, Sulis 225
Dallss, TX 75234

Office {972) 488-5500 exl. 4018
Fax (872) 408-0183

—ew

©B=lSouth
s«m Friday, Aprd D8, 2005 5:36

To- BBoiinger@dpitaleconnect.com
Subiject: dPi Teleconnact

April 8, 2005

M. Brien Bolinger

Vice President of Legal AfTairs
dPi Teleconnest, LLC

2997 L.BJ Freeway, Suite 225
Dallas, TX 75234

Dear Mr. Bolingor:

This is in response o your
email to BellSouth datod April
8, 2005 reganding resale
pmmouonal credits cloimed to
be due 10 dPi Teleconncct. We
apologize for tho delay'in
processing promotions! credils
bowever, 1 understand that the
investigation and processing is
now complete and u credit will
appear on your April billing. As
you stated in your email,
BelSouth began recciving
applications for these credits
bogiming in September 2004,
As you know, theso credits
reesived in Scpu:mber by
BeliSouth were for the lime
period of October 2003 through
August 2004, Upon initial
investigation of the request, it
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was detsrmined that if was
necessary to fisther investigate
whether the end usor
qualifications for these
promotions wese present.
BeliSouth endeavored to insure
parity for our wholesale
customers by fully exploring the
qualifications from a retail,
Jegal, and vogulatory
perspective for cach promotion.
Bosed on these defined
qualifications, es stated ubove,
your credils heve been
processed and will appear on
your April billing. Please see
attached spreadsheet for details
of pramotional credits given. In
summary, the findings arc:

. D
DR} Charge Waiver -
dPj Telocommest

and received credit of
SRR

» 1FR + 2 Free

Featurcs - dPi

Teleconneet requested
and

recetved credit of

. w
Waiver -

lecomncct

SO TR

2004 ¢Pi T

dPi
Teleconnect did not
reccive full credit on all
submitted requosts duc
to not meeting end user
qualifications of
ordering basic [ocal
service with 2 customn
calling and/or TouchStar
{r) Centurcs ss defined in
the Tariff Promotion,
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BeliSouth performed a random
sampling of end user telephonc
numbers pravided for cach
promotional credit submission
and determined that your total
credits duc are

We appreciale your paticnce
and willingness to-wark with
BoliSouth to resolve these
issucs. Please contact me with
any questions you have
regarding this matter.

Sincerely,

Gary D, Patgrson
.« OAVP, BARM
(205) 714-7357

«
.

<<DP| Cradits thru 4_6_05.de>>

Lo dd ]

The information transnitted is
Intended only for the person or
entity to which It is addressed and
mdy contain confidential,
b mprmrv andfor peivileged
miatertal. Any review,

retransnvission, dissemination or
other use of, or taking of any
action In relianve upon this
Information by persons-or entities
other than the intended redpient is
prohibited. If you recelived this In
erros, ploase contact the sender
and dajets the metaerial from all
computers. 117

_ The information transmitted is intended only for-the person or entity

1o which it is addressod and may contain confidential, proprictary and
or privileged moterial. Any review, retransmission, dissemination or
other use of, or teking ofany action in relisnce upon this information
by persons or entities other than the intewded recipient is prohibited.
1f yau received this emnnil in caror, please contact the sender and
deleto the material from all computers.

This clectronic mail message was sont from L. M. Berry & Company
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or Berry Network, Ine. Our primary business address is 3170
Kettering Blvd., Dayton, OH 45439, This measaps may conslifulo a
commervial solicitation or advertisement as dafined by the CAN-
SPAM act of 2003. If you do not wish to receivé future commercial
vlcctronic mail solicitations or advertisericats fiom L. M. Berry &
Company or Berry Network, Inc. pleasc sesndarcquestlo Y
optout@imberry.com

A
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I I aha i e LI

From: Seude, Locts
Sent: Tuseday, Aprl 12, 2008 0:34 AM

To: Seaga, Kisly
Subjact:  FW; P Talaconnect
knportance: Hgh

Seo Brlar's raxponso balow. How (o we procesd?

O} Messugu—-—

Fromm Palterson, Gary ©

Sonti Moiday, April §3, 2005 1:37 PM
Yot Seube, Lovis

Subject: FW: @& Telaconnats
Treportunce: High

tan YOu snywer this quosion? Qp

Ne. Pattorsoir:

mmmmwuo&mmmm

]

way Undor 1o impresaion that mmmnm-umwmudmwm our aTent aping
wauld show (he sdiustment, DmyoullﬂmMnnwrmm be adiatad pocordingly?

Thank you,

aian A
VlctPumld!.qu

Otfics (372) 488-5%00 wd. 4018
Fax (872) 408-0103

——-Origioal Nesatge-

Frozmi Pattiison, Gary MM PattersoniBetSouth.com]

sun:mnay Apeil 11, 2005 11:31 AM
Ta: Bolinger, Bion
Subjacts RE: dPi Teleconnect

Advemnall is 3 sha, She shortens U o Ad. Har Wisphons numbor is 208-977-1060,

Frony

Balinge, Briesn [
Sants Monday; April 11, 2005 11:03 AM

To: Pritarscn, Gary ; Bolinger, Bitan

scom)
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Cc: Dorwart, David
Subijects RE: dPi Telecoined,
Importanca: High

Mr, Patterson:

Thank you for your reply. If you would, plesse provide me with the contact information for
Advernall Allen, T bave not had the opportunity, 1o wock with him or ber yet.

Also, with regard, to your previous message stating “dPj Teleconnect did not recelve fult
credit on all submited requests due (o nat meeting end yser qualifications of ordering baske
Jocal service with 2 custot calling and/or TouchStar® foatures ks definod in the Tanrifl
Promotion.* Plexse know that dPi Teleconnect disagrees with BellSouth's conclusion for
the following ressons:

In socordmce with BellSouths Taxiff Promotion, TouchStar Sarvics USOCs include ¥R,
WP ondBMP dPi Teleconnes uses each of thesc USOCs ‘on every order. Additionally,
dPi Teleconnsct utilizes the Gumwgstiing feature AXIUEES on each and every order.
Accordingly; dPi Teleconnect concludes that the SRSEVZINN not paid by BellSouth is in
ermor hecause 4P Telocuanect meets the sod user qualifications of ordering basic local
pervico with 2 custom calling snd/or TouchStar festures.

Thank you for your atlention to this matter and ploasc provide me with the date on when
BollSauth with correct this error,

Cordinlly,

fiian A Bolinger :
Vice Presidant of Lagal affalis
dPi Telsconnect, LLC

2657 LBJ Froewsy, Sults 225
Dallas, TX 7524

Offico (972) 488-5500 b1, 4018
Fax (972) 406-0183

—~--Qriginal Massage-—-

From; Patterson, Gary D {mallto:Gasy.Patterson2@BeliSouth.com)
Sant: Horvday, Apefl 11, 2009 10:35 AM

To; Bofinger, Blsn

Subfoct: RE; dPT Teleconnect

{Lwould ba best 19 continua ta work Fwough Kristy Seagha and Jim Mazise, Thay sclustly da
ths Investipation and than advige my smployeas of the djustmants neaded and wg achualy
do tho adjussnants. Wa roclaved notifeation of the adiushrients nesdad on Monday Aprl 4,
and vompielad (o adjusimants by Wednasday. A5 & ralerence, Advemall Allen 1s thelr
Diracior andt ghe would be &.000d agcaiaiion tesourcs.

1 do ge! kwolviid onos that-process is completed, so shoutd you desice to ascalate further,
planso fapl Irey to contact me.

Sincorely,

Gury Palierson
DAVP BafiSouth Accounts Recaivatia Mansgamant. BARM
205-114-7357
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—-Criginal Messaz-—- -

From: Bolinger, Brian [malko:BBolingerExipiteleconnect.com)
Sant Mondwy, Apell 11, 2006 8:23 AM

Ta: Patterson, Gary D

Subject: RE: dPi Teleconnact

My, Patlarson:

Thank you ki your comespondence. Your prompd jeaponss o tis matler s
appraciated. Wa will isview our submison regarding the Lina Connection Fos
Walvor and defarmine the Rocuracy of the data.

in (ha future, Is H best lo work througd you on these matters?
Thank you apain.

Biian A, Bolinger

Vice Presidont of Legal Affalrs
dPt Telaconnedt, LLC

2007 LBJ Freeway, Sulte 226
Dallag, TX 75234

Cffice (972) 488-8500 exl, 4018
Fox (972) 4080183

—-Uriginal Message-—-

From: Patterson, Gory D [maito:Gary, Patterson2 BeliSouth.com)
Sant: Friday, April 08, 2005 5:35 PM

Ya: Beotngerihd)

Subjact: dM Talaconnact

April 8, 2005

M. Brian Bolingoc

Vice President of Legal Affairs
dPi Tetecoanedt, LLC

2997 LBJ Frecway, Sulie 225
Dalley, TX 75234

Dear Mr. Bolingos:

This is in response to your s} to BellSouth daled April 8, 2008
segarding resale promotional eredits claimed 10 be dus to dPi
Telecommect. We spologize for the inlay in proceusing pronintionsi
credits however, | ungerstand tiat the investigation and processing is
now complets and o credit will appear on your April billing. As you
statod in your email, BellBouth began recelving spplications for thase
credits begimming in September 2004, As you know, these crodits
received in Seplember by BellSouth wore for the tinis period of Qctober
2003 through August 2004, Upon initia! investigation of the request, it
was delermined that it was necessary to futher investigate whether the
end user quulificetions for these promotions were pregent. BellSouth
endeavored to insure parity for our wholesale customers by fully
exploring (he quelifications from & retail, logal, and regulatory
perspective for each promotion.

tone et smrme
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Bascd on these defined qualifications, as stated above, your credits have
been processed and will appear on your April billing. Please see sitached
spreadsheet for details of promotiona! credits given. 1n summary, the
findings-are:

W Charge Waiver - dPi Teleconnect
8, and received crodif of

requested SRS

. 1PR + 2 Freo Festures - dPf Teleconnect réquested
eGETREE Wiiv

. — Waiver - 2004 dF. Taleconnoct

requested. SRS, and reccived credit of . dPl

Teloconnect did ot vecelve (Tl aredis on all submittéd requests

tuc to not mezting end usor qualifications of ordering basic local
service with 2 custam celling snd/or TouchStar® features as
defined in the Tariff Promotion.

BeflSouth performed & random sampling of end uses telephone pumbers
provided for each promotional credit submission and determined that
your total credits due are X

We sppreciate your patience and willingness 1o work with BellSouth to
resolve these issues. Plaase contact me with any questions you have
reganding this maticr,

Sincesely,

Gary D. Patterson
OAVP, BARM
(205) 1141357

<<DP! Cradita thru 4_B, 05 xio>>

il ]

The information transmitted & {nteswded only for the person or to which it
ts adkkressed and may contain confidenttal, proprietary, Bndfor

material. Any review, rebransmission, dissemination or uther use of, or taldng of
any ation 1 rellance upon this formation by parsons or entities ather thao
the Intended reciplent is prohibkad, If you received this n esror, please contact
the sendir andt delete the material from all compedess. 117 .
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