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Provison of In-Region, InterLATA
Servicesin Georgiaand Louidana

CC Docket No. 02-35

N N N N N N N
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We, John A. Rustilli and Cynthia K. Cox, being of lawful age and duly sworn upon our oaths,
hereby depose and state:

l. INTRODUCTION AND PURPOSE OF AFFIDAVIT

1 My name is John A. Rusclli. I am employed by BdlSouth Teecommunicaions Inc.
(“BdlSouth”) as a Senior Director for State Regulatory for the nine-state BelSouth
region.

2. My name is Cynthia K. Cox. | am employed by BellSouth as a Senior Director for State
Regulatory for the nine-gtate BellSouth region.

3. As pat of BdlSouth's filing in CC Docket No. 02-35, we filed a Joint Supplementd
Affidavit with the Federd Communications Commisson (the “FCC’ or the
“Commisson”) on February 14, 2002.

4. The purpose of this Joint Supplementa Reply Affidavit, to which we both dtest in its
entirety, is to respond to portions of the Comments filed on behaf of severd parties in
this proceeding on March 4, 2002. Specificaly, we respond to portions of the Comments

made by Allegiance Tdecom of Georgia Inc. (“Allegiance’), Associdion of



Communications  Enterprises (*ASCENT”), AT&T Corp. (“AT&T”), Covad
Communications Company (“Covad’), KMC Tdecom, Inc. (“KMC’), Mpower
Communications Corp. (“Mpower”), Nexted Communications, Inc. (“Nexte”), Sprint
Communications Company, L.P. (“Sprint”), Triton PCS License Company (“Triton”), US
LEC Corp. and XO Georgia, Inc. (“US LEC and XO' or “US LEC/XO Joint
Comments’), WorldCom, Inc. (“WorldCom™), and Xspedius Corp.(“ Xspedius’).

To the extent these Parties have included, ether physcdly or by reference, their
Comments filed with the Commission in CC Docket No. 01-277, we will not reiterate our
responses provided in our Joint Reply Affidavit filed with the Commisson on November
13, 2001, and incorporated by reference in our Joint Supplementa Affidavit in CC
Docket No. 02-35 filed with the Commission on February 14, 2002.

CHECKLIST ITEM NO. 1. INTERCONNECTION

In their respective Supplementa Comments, Nextel and Triton complain about a Stuation
that arises when they obtain NXX codes for numbers that are routed within BdlSouth’s
savice area in Georgia or Louisana but have “rating points’ (points used to determine
rates) that are outsde the BellSouth locd calling areas where they choose to interconnect,
and in an area where an independent local exchange company (“ICQO”) is the Incumbent
Locd Exchange Carier (“ILEC’). Nexted and Triton ae Commercid Mobile Radio
Services (“CMRS’) providers that, for their own reasons, in a least some instances, have
chosen not to interconnect directly with the ICO. Accordingly, Nexte and Triton seek to
route traffic without agppropriatedly compensating BelSouth, or the ICO, for the cods
incurred for transporting such traffic.  Various forms of intercarrier compensation,
including reciprocal compensation, access charges, and intercompany settlements, should

goply to this traffic, but either are not paid or are pad incorrectly because of the



ingppropriate NXX raing assgnment used by the CMRS providers in the Locd
Exchange Routing Guide (“LERG”).

7. Condder a case where a wirdine end user in an ICO's locd calling area makes a cdl to a
Nextel customer with an NXX assgned, for rating purposes, to that same ICO exchange.
Because Nextel does not interconnect directly with that 1CO, the cal would be routed
from the ICO's fadilities through BdlSouth's fadilities in the BdlSouth service area and
on to Nextd’s Mohile Transport and Switching Offices (“MTSO”) (again in BdlSouth's
sarvice area) for ddivery to the Nextd wirdess customer. In this case, Nexte would be
usng BdlSouth’'s facilities to route the cal outdde of the ICO exchange. If, however,
Nextd had assgned the NXX a rating point condgtent with the actud routing, BdlSouth
would normdly be entitled to access charges. Here, however, the rating point assgned to
the cdled paty’s NXX is in the same exchange as the NXX for the cdling party, and
therefore the call appears to be loca. In this circumstance, BdlSouth currently has no
method of receiving appropriate compensation associated with the transporting of this
traffic — a dtuation to which BelSouth obvioudy objects.  Alternativdy, a CMRS
provider can interconnect with the ICO and avoid routing through BellSouth’'s retwork in
these gtuations. BelSouth aso is concerned that the CMRS providers use of these
“virud NXX” dedgnaions may be inconggent with limitations contaned in
BellSouth' s tariffs. 2

8. Nextd and Triton do not, and indeed cannot, explain why they should not compensate

BdlSouth for the codts that they cause BdlSouth to incur in trangporting this traffic. To

! BellSouth is unaware of any actual dispute witha CMRS provider over NXX rating pointsin Georgiaor

L ouisiana, though there are such disputes in South Carolina and Florida.

2 See Bell South General Subscriber Service Tariff (“GSST”) for Georgia, §A35.1.1(0)(6) (attached to this Affidavit
as Exhibit JAR/CKC-1) (requiring NXXsrated for alocal exchange “ different than the exchange where the
BellSouth CMRS. . . interconnection exists’ to bein “acompany [i.e., BellSouth] exchange”), at

http://cpr.bell south.com/pdf/ga/a035.pdf; Bell South GSST for Louisiana, 8A35.1.1(M)(5) (attached to this Affidavit
as Exhibit JAR/CKC-2) (same), at http://cpr.bellsouth.com/pdf/la/a035.pdf.



the contrary, in the Commisson’'s pending Intercarrier Compensation proceeding®
(discussed further below), Triton has dtated that it “has no objection, of course, to paying
the actud costs incurred to transport traffic over a trangting LEC's facilities to an
indirectly interconnected ILEC.  Triton, like any other carier, should pay for the
trangport service it recaves” Comments of Triton PCS License Company, L.L.C., at 14,
Intercarrier Compensation NPRM, CC Docket No. 01-92, a 14 (FCC filed August 21,
2001). Instead of dedling with the compensation issue, Nextel and Triton appear to dlege
that BellSouth refuses to route their cdls as directed, or to alow them to use the NXX
codes they dedre, which they cam dlegedly violaes BdlSouth's interconnection and
numbering obligations under section 271 of the Act.

0. In fact, however, as BdlSouth has recently clarified in a Carier Notification Letter (See
Supplemental Reply  Exhibit JAR/CKC-3 attached to this Affidavit), BelSouth is not
refusng to route cdls or to permit NXX number assgnments. Indeed, BelSouth has
never faled to ether route cals or permit NXX number assgnments for Nexte or Triton
in Georgia or Louisana. Rather, BelSouth's pogtion is that, if CMRS providers do not
interconnect directly with the ICOs and ingst that BelSouth arrange for the transmisson
of locd cdls within the ICOs cdling aress, then BdlSouth should be compensated for
the cods that it incurs on behdf of the CMRS providers. BelSouth dso must ensure that
the CMRS provides requests ae not incondgent with BdlSouth's taiffs.
Consequently, while BdlSouth will 4ill carry traffic and recognize NXX  assignments,
BdlSouth will seek a declaratory ruling on the matter from the Georgia Public Service
Commisson (“GPSC”) and/or the Louisana Public Service Commisson (“LPSC’), as
appropriate ee id.), when it becomes aware of insgtances where CMRS providers seek to

require BellSouth to route traffic in a manner incongdent with the rating points of the

3 See Notice of Proposed Rulemaking, Developing a Unified Intercarrier Compensation Regime, 16 FCC Red 9610,
112 (2001) (Intercarrier Compensation NPRM" ).



traffic.  Indeed, because BdlSouth is aready aware of such concerns in Florida and
South Cardling, BellSouth will soon file petitions for declaratory rulings with the date
commissions in those daes. Those petitions should place this dispute before the correct
forums for resolving such discrete intercarrier issues that involve, among other things, the
interpretation of sate tariffs.

10. Put in the proper perspective, therefore, the issue Nexted and Triton raise involves a
dispute about intercarrier compensation and date tariffs, it does not involve a refusd to
interconnect or to adhere to numbering requirements. It is, thus very sSmilar to issues
that the Commission has seen before and has properly concluded pose no obstacle to
section 271 gpprova. For instance, with regard to an ILEC's obligation to “provide for a
gngle physical point of interconnection per LATA,” the Commisson has held that the
exigence of physcd interconnection sdisfies section 271 and that the financid
consequences of a carier’s unilatera interconnection choices should be addressed
elsawhere.  Pennsylvania Order 1100. * The Commission noted that the single-poaint-of-
interconnection issue was being addressed in a separate rulemaking, see id., where the
Commisson has acknowledged that a carier’s unilaterd interconnection choices might
justify making it “pay the ILEC trangport costs to compensate the ILEC for the greater
transport burden it bears,” Intercarrier Compensation NPRM 112. Moreover, in that

same NPRM, the Commisson invited comment on LEC-CMRS intercarrier

4 Memorandum Opinion and Order, Application of Verizon Pennsylvania Inc., et al. for Authorization To Provide
In-Region, Inter LATA Servicesin Pennsylvania, 16 FCC Rcd 17419 (2001). Nextel and Triton claim that BellSouth
failsto provide asingle physical point of interconnection withina LATA “by requiring [them] to interconnect
directly with numerous smaller and rural ILECs.” Nextel Opp. Comments at 5; see also Triton Opp. Comments at 4.
But the Commission’ s single-point-of-interconnection requirement does not apply to interconnection with other
carriers, i.e., it does not reguire asingle point of interconnection withall ILECs that happen to serve agiven LATA.
Rather, that requirement only “gives competing carriers the right to deliver traffic terminating on an incumbent
LEC’ s network” — but not traffic terminating on another ILEC’ s network or on a CMRS network. Memorandum
Opinion and Order, Application by SBC CommunicationsInc., et al., Pursuant to Section 271 of the
Telecommunications Act of 1996 to Provide In-Region, InterLATA Services In Texas,15 FCC Red 18354, 178 (2000)
(“ SVBT Order-TX") (emphasis added; internal quotations omitted). In any case, the Commission need not address
Nextel'sand Triton’sclaim. Asexplained, BellSouth is not refusing to carry any traffic, but rather desiresto be
compensated for that effort and to ensure that the CMRS providers' actions are consistent with state tariffs.



compensation, id. 90-96, and both Nextel and Triton (among others) have accepted that
invitation with regard to questions raised by virtua NXX assignments®  Accordingly,
issues closdly reated to this one are pending in another Commission docket, and that is

where they should be resolved.

1. CHECKLIST ITEM NO. 2: UNBUNDLED NETWORK ELEMENTS

A. TELRIC Compliance- General

11.  AT&T, ASCENT, Allegiance, Covad and WorldCom continue to alege that BellSouth's
UNE rates are not TELRIC compliant. Paragraphs 12-29 of our Joint Reply Affidavit
(Reply App., Tab L) in CC Docket No. 01-277 address many of the issues these CLECs
agan rase here.  Although we will not reiterate what was previoudy filed, there are two
generd points worth repesting.  Fird, after conducting extensve examingions of
BellSouth’s cost studies, both the GPSC and the LPSC modified BellSouth's studies and
adopted rates that the GPSC and LPSC found to be TELRIC-based, and in compliance
with the Act and the Commission’'s rules. None of the Comments filed in this docket
demongtrate that the findings of the GPSC or the LPSC are so deficient that they should
be second-guessed here.  Second, in contrast to its Evauation of BelSouth's Second

Louisiana Application and many other recent filings, the United States Department of

® See, e.g., Reply Comments of Triton PCS License Company, L.L.C., at 8, Developing a Unified Intercarrier
Compensation Regime, CC Docket No. 01-92 (FCC filed Nov. 5, 2001) (urging approval of the “practice of
separating the routing of acall exchanged under reciprocal compensation arrangements from the rating— pricing —
of the call. This practice permitsa CMRS provider to offer its customers|ocal telephone numbers acrossits service
territory, even though the CMRS carrier may have only asingle switch.”); Comments of Nextel Communications,
Inc., a 10-15, Developing a Unified Intercarrier Compensation Regime, CC Docket No. 01-92 (FCC filed August
21, 2001) (discussing aMissouri State Commission decision affirming the right of third-party ILECsto file tariffs
requiring compensation for terminating CMRS traffic delivered by an ILEC having direct interconnection with the
CMRS provider, and clarifying that the direct-connected ILEC might have an “obligation to assist any small ILECs
that requested it in blocking CM RS traffic for non-payment” (id. at 13)); Ex Parte Letter from LauraH. Phillips,
Counsel for Nextel, Inc., to Magalie Roman Salas, Secretary, FCC, at 4-5 (FCC filed October 2, 2001); cf.
Intercarrier Compensation NPRM 191 n. 148 (“[W]ireless carriers can elect to deliver CMRS-originated callsto a
large ILEC (typically a Regional Bell Operating Company [RBOC]) for routing to the rural LEC carrier. . .
Increasingly, the large ILEC isunwilling to bill for therural carrier, so rural LECs have begun to insist that the
CMRS carrier deliver calsdirectly to therural LEC' s switch.”).



12.

13.

Jugice (“DOJ’) did not raise pricing concerns in its evauation of BellSouth’s current or
previous GA/LA application.  This provides further support for a finding by this
Commisson that BellSouth's existing UNE rates are TEL RIC-compliant.

In its Supplementd Comments, a page 45, AT&T makes the sweeping Satement that
“[njo paty disputes that the nontloop and daly usage file (*DUF’) rates on which
BdlSouth’'s Georgia application relies are not TELRIC today. BelSouth has effectively
conceded that point.” AT&T's concluson, dlegedly based on the fact that BelSouth has
recently submitted new cost studies to the GPSC as part of Docket No. 14361-U, is
wrong. Both the GPSC, as well as this Commisson, have rgected this argument. As the
GPSC dated in its Comments in CC Docket No. 01-277, “[tjhe Commission disagrees
with WorldCom’'s suggedtion that the rates established by this Commisson in Docket
Nos. 7061-U and 10692-U are not cost-based. While technology has changed and
BdlSouth's costs may need to be updated, this Commisson has convened Docket No.
14361-U for this very purpose.” GPSC Comments at 136.

Addressng AT&T’'s specific clam that BellSouth proposes to reduce its non-loop rates
by 81%. (AT&T Supplementd Comments a 45). AT&T's dlegaion is mideading a
best. In footnote 38, AT&T acknowledges that its calculated reduction ignores a $2.27
recurring monthly nonloop charge that BelSouth has requested in the ongoing
proceeding. When that charge is added back, the new proposed rate approaches
BdlSouth's current rate, differing only by approximady 12% rather than AT&T's
dleged 81%. This reduction does not, in any way, suggest tha BdlSouth's existing non
loop rates fdl outsde the range of possble TELRIC reaults, as AT&T suggests.  See,
e.g., SBC-KSOK Order 191 (“TELRIC-based pricing can resut in arange of rates’).



14.  As recently as its February 22, 2002, Verizon-RI Order®, this Commisson has dso
rgected AT&T's argument concerning ongoing proceedings. In paragraph 31, the

Commisson sates;

We disagree with claims by AT& T and WorldCom that Verizon’s UNE rates are not
TELRIC compliant because the Rhode Island Commission will soon begin a new rate
proceeding in which it will reconsider certain assumptions underlying the rates. The
fact that the Rhode Island Commission has scheduled a rate proceeding to update
existing rates does not, in itself, prove that existing rates are not TELRIC compliant.
Indeed, the Commission has recognized that rates may well evolve over time to reflect
new information on cost study assumptions and changes in technology, engineering
practices, or market conditions.

And further, quoting a ruling from the United States Court of Appeds for the D. C.

Circuit agreeing with the pogtion taken by the Commisson:

[W] e suspect that the rates may often need adjustment to reflect newly discovered
information, like that about Bell Atlantic’s future discounts. If new information
automatically required rejection of section 271 applications, we cannot imagine how
such applications could ever be approved in this context of rapid regulatory and
technological change. (Footnote 97 excluded.)

Id.

15. BdlSouth acknowledges thet it is in the midst of a generic UNE cost proceeding in
Georgia and the GPSC will establish new UNE rates in that proceeding. As dated in our
Crigind Affidavit (App. A, Tab Q), in CC Docket No. 01-277, certain raes, including
the DUF rates, in BdlSouth’'s SGAT are interim and subject to true-up based upon a find
order in GPSC Docket No. 14361-U. Therefore, to the extent that the GPSC orders lower

rates in the current proceeding, AT&T, as well as dl other CLECs will recelve the

® In the Matter of Application by Verizon New England, Inc., Bell Atlantic Communications, Inc. (d/b/a Verizon
Long Distance), NYNEX Long Distance Company (d/b/a Verizon Enterprise Solutions), Verizon Global Networks
Inc., and Verizon Select Services Inc., for Authorization To Provide In-Region, Inter LATA Servicesin Rhode Island,
CC Docket No. 01-324, FCC 02-63, Released February 22, 2002 (“ Verizon-RI Order™ ).



16.

17.

benefit of these rates retroactively.” An ongoing cost proceeding is not, however, a basis
on which to deny BellSouth’ s gpplication as some CLECs are contending.

At this point, BdlSouth would make one other observation with regard to AT&T'S
aguments concerning BelSouth ongoing Georgia UNE cost  proceeding. The
Commission should note that AT&T is presenting a totdly one-sided approach to this
issue.  AT&T's agument highlights a few rates only where BelSouth has proposed
reductions in Georgia. Noticesbly absent from AT&T's discusson is any suggestion that
BellSouth's entire new set of proposed rates be adopted. Over time, some costs, and
therefore rates, will increese, and some will decrease.  If AT&T truly believes that
BdlSouth’'s new cost sudies more accuratdy reflect BdlSouth's actud codts, then
AT&T should be willing to immediately adopt dl of the rates proposed to the GPSC.
AT&T cannot pick and choose the rates it likes, and totaly ignore the ones is does not.
Because AT&T and other CLECs would never agree to adopt dl of the new rates (both
increases and decreases) proposed by BelSouth, the proper action, as recognized by the
Commission in 135-38 of the Verizon-MA Order® (stressing the existence of a new rate
proceeding even where, unlike in this proceeding, commenters had raised “legitimate
concerns’ about certain inputs) is to rely on the GPSC to establish new rates based on the
record currently being developed and implement them accordingly.

AT&T dso raises a concern about BellSouth’'s Georgia rates becoming a benchmark for
other gates. Thisargument has no relevance for this gpplication and should be rejected.
AT&T's concern only becomes an issue should BelSouth try to rdy on Georgia UNE

raes as a benchmark for future 271 agpplications, and it certainly does not warrant a

 One exception to the availability of thistrue-up is for enhanced optional daily usage files (“EODUF"), where
BellSouth has proposed to increase rates in the new proceeding, and therefore, atrue-up is not appropriate.

8 Memorandum Opinion and Order, Application of Verizon New England Inc., et al., For Authorization to Provide
In-Region, InterLATA Servicesin Massachusetts (“ Verizon-MA Order” ), 16 FCC Red 8988 (2001), (rel. April 16,

2001).



18.

19.

finding by the Commisson of noncompliance with Checklig Item No. 2 in this
proceeding.

Manual v. Electronic Ordering Charges

Both Mpower and Covad assert that BellSouth's policy with regard to manua ordering of
DSL loops is discriminatory. Covad Supplemental Comments a 2; Mpower
Supplementd  Comments at 12-13. There is nothing discriminatory about BelSouth
charging a maud ordering charge when a CLEC places a manud order, ether for its
own business reasons or because BellSouth does not have an eectronic interface that will
dlow the CLEC to place the order dectronically. BellSouth incurs costs when an order is
placed manudly, regardless of the reason, and BdlSouth is entitled to recover those costs
from the cogt-causer — namey, the CLEC placing the manua service order. The GPSC
and the LPSC have approved both manua ordering and eectronic ordering charges,
which are cost-based and comply with the Commisson's TELRIC rules. BdlSouth is not
discriminting agang anyone by chaging a CLEC the date commisson-approved
manua ordering charge when the CLEC places an order manudly.

That being sad, however, BdlSouth is somewhat confused about Covad's concern.
BdlSouth provides eectronic interfaces for pre-ordering and ordering associated with
most xDSL type loops. As the GPSC explaned in its Comments filed with the
Commisson on March 4, 2002, BdlSouth has enhanced, and continues to enhance, its

electronic ordering capabilities. Specificdly, the GPSC dtates at page 17,

Furthermore, BellSouth has enhanced the electronic ordering capabilities for
DS competitors, ... Specifically, consistent with the Commission’s 271 Order,
BellSouth deployed electronic ordering for line splitting on January 5, 2002. In
addition, on February 2, 2002, BellSouth made available electronic ordering of
the UDC/IDSL.

10



20.

21.

22.

Although BelSouth acknowledges, as did the GPSC, that the UDC/IDSL orders will fall
out for manuad handling until May 19, 2002, CLECs no longer have to fax orders for the
UDC/IDSL loop to BelSouth, and thus Covad can avoid paying manua ordering charges
for these types of loops.

Covad dso can avoid manud ordering charges for other types of xDSL loops by
eectronicdly ordering Asymmetrical Digitadl Subscriber  Line (*ADSL”) compatible
loops without conditioning and Line Sharing without conditioning through Electronic
Data Interchange (“EDI”). The capability to order these XDSL loops has been available
since February 12, 2001 and September 30, 2000, respectively.

Moreover, under the Parties Interconnection Agreement, if problems with eectronic
ordering systems prevent Covad from placing eectronic orders that BelSouth normdly
accepts, Covad may order the services it desres manualy and pay only the eectronic
ordering rates.  Since dectronic access is available for the vast mgority of products
purchased by Covad, manua ordering charges should not be a dgnificat issue If,
however, Covad makes a busness decison to place a manud order, or in the few
instances where BellSouth does not have an dectronic ordering interface such that Covad

must place amanua order, manua ordering charges are appropriate.

LNP Coordination — After Hours Cuts

US LEC complains that BelSouth's charges for after hours “coordinated LNP cuts’ (US
LEC/XO Joint Supplemental Comments a 22-23) are anti-competitive and are not
authorized by ether a tariff or by the parties interconnection agreements. The charges to
which US LEC refers are for Project Management Coordination services for “After Hours
Cut,” or provisoning of LNP cuts outsde the norma 8:00 AM to 5:00 PM workday.

Although US LEC clams that these charges are ot covered in US LEC's interconnection

11



23.

agreements, it is mistaken. For example, Attachment 6, Section 1.2 of US LEC's
Louisana agreement dates, “All other US LEC requests for provisoning and ingdlation
sarvices are conddered outsde of the norma hours of operation and may be performed

subject to the agpplication of extraordinay hilling charges”  Until recently BdlSouth

waved its right to charge for the expense of executing this type of cut after normad
working hours. This fee covers the cost of providing project management coordination.

BdlSouth described its intent to begin recovery of these codsts in a BdlSouth Carier
Notification Letter dated January 16, 2002. As st forth in the Notification Letter, the
CLECs had two choices they could schedule coordinated LNP cuts during normd
working hours or they could participate in the trid outlined in the notification letter. The
trid edtablished the parameters under which BelSouth would perfform LNP cuts after
hours. The purpose of the trid was to determine the CLECS interest in the service and to
edablish their willingness to pay. Appaently the letter was confusng to the CLEC
community and on February 25, 2002, BellSouth decided that it would delay its efforts to
begin recovering these cods. As such, BdlSouth has not charged any carier, and will
not charge US LEC, for any after hours coordination performed thus far. Since the
carier notification letter was published, and in light of the subsequent confuson that
ensued, BedlSouth is reevauaing its proposd and will post an amended carier
notification letter to the webste a the appropriate time. Until such time, BedlSouth will
continue to waive its right to recover these extraordinary costs and will continue to agree

to perform after hours coordinated LNP conversions.

CHECKLIST ITEM NO. 4: LOOPS

Covad's dlegdtion, a page 20, that “every time BelSouth now deploys fiber it removes

the copper loops, not from the ground, but from LFACS' is not correct. Covad

12



24,

25.

Supplemental Comments a 20. BelSouth does not autometicaly remove copper
facilities from LFACS whenever a retal cusomer’s service is changed from copper to
Digitd Loop Carier (“DLC") equipment or other fiber-based technologies. LFACS is
the database that identifies the facilities sarving a specified location, and is used to
inventory and assign fadilities for use by BdlSouth and the CLECs in providing service
It is used by CLECs to identify qudified facilities that would enable a CLEC to serve a
particular customer without additiona engineering or congtruction.

Fiber and DLC placements can occur in one of two configuraions, either as an overlay to
the existing copper facilities or as a replacement for existing copper facilities. For a fiber
overlay, the new fiber cable is placed in pardld with the existing copper cable, and both
fecilities would be shown in LFACS as avalable a a given address. When BdlSouth
employs an overlay Stuation, both the existing copper pars and the new DLC pairs
would be available for Covad’'suse,

By contrast, when fiber is used to replace copper facilities, the former copper pairs are no
longer shown as avalable in LFACS because they ae no longer physcdly spliced
together, or the cable and terminds may no longer physcdly exig in the outsde plant
network. In other words, the copper facilities are no longer in LFACS because the
fecilities cannot be used to provide service by ether BdlSouth or a CLEC without
additiona engineering and condruction work. For example, when BdlSouth inddls a
DLC remote terminal in a particular location, the portion of the copper loop referred to as
loop digribution (which runs from the remote termina dte to the customer’s premises) is
disconnected from the portion of the copper loop referred to as loop feeder (which runs
from the remote termina Ste to the serving centrd office). The copper loop distribution
pars are then connected to the DLC equipment, which in turn extends the derived pairs

forward to the serving centra office.  Thus, the loop information in LFACS for those

13
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27.

copper loops served by DLC is modified to reflect the fact that the loop is not served
entirdly by copper facilities. Because the copper loop feeder pairs no longer extend to
customers premises (that is, they now end a the remote termind gSite) those copper loop
feeder pairs are not inventoried in LFACS as usable to any service address, and would
not be reflected as available for use if a CLEC requests loop make-up information on a
customer location served by that remote termind dte.  Information regarding the copper
loop digtribution pairs (and their associated DLC derived pairs), however would appear in
LFACS as being avalable in those terminds where they are currently connected and
avaladle for assgnment.

BedlSouth replaces copper cable with fiber for a number of reasons. The copper cable
may be defective or ether impossible or uneconomica to maintain. 1t may be affected by
a pending road move or other rearrangement (eg., the existing buried cable may be
covered by asphdt or the dirt graded, making it impossble to maintan a its exising
location). When copper facilities are replaced with fiber optic facilities, the new loop
make-up information is built into the LFACS database, and the information regarding
existing copper loops is updated to reflect that those loops have been cut-over to the new
terminas and cable counts. Once dl of the copper loops have been cut-over, the existing
copper cable can be physicaly removed and retired (as would be the case with aerid
cable) or it may be retired in place (as would be the case with direct buried cable). In
dther event (physca remova or retirement in place) the associated information
regarding that cable isremoved from LFACS.

Also on page 20 of its Supplementa Comments, Covad references a Stuation at a centra
office in Horida where Covad firgt thought that no copper loops would be available from
that centrd office because fiber was being deployed. Covad later determined that not dl

of the loops sarving that centra office would be cut over to fiber, only the loops serving a
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paticular set of cusomers. Covad's contention is that BellSouth deprives Covad of
access to those loops and those customers and that the Commission should require
BelSouth to make its entire copper loop plant available to CLECs. Covad is mistaken.
Contrary to Covad's suggestion, seddom ae dl the loops serving a given centrad office
cut-over at once from copper faclities to fiber optic faciliies Instead, economics
determine the gppropriate timing for such cut-overs. In any event, however, Covad has
the same access to copper facilities as does BellSouth. It is a fact that, over the years,
BdlSouth has pursued an aggressive fiber and DLC deployment policy, perhaps more so
than some other ILECs. As a result, approximately 40% of BelSouth’'s working or
assigned loops regionwide are served by DLC, which may explan why there may be
more copper pairs “avalable in other ILEC regions” BelSouth has published a report
that is available on its interconnection webste that shows, by wire center, the percentage
of loops within that wire center that are served by copper facilities versus those served by
DLC.

Moreover, the fact that a loop does not appear in LFACS does not mean a CLEC is
precluded from gaining information about that loop. If a CLEC requests an unbundled
copper loop from BdlSouth and BellSouth does not have any copper facilities avalable
to the saving termind, the CLEC may submit a manua sarvice inquiry to determine
what BellSouth can do to provide such copper facilities. Upon receipt of a service
inquiry, BdlSouth will evauae the work required and provide a cost edimate, which
would include the cost of the engineering work order and the condruction involved in
physcaly placing new copper facilities or making splices to connect existing copper
faclities. If no spare copper facilities are avalable, Covad adways has the option of
placing a Digita Subscriber Line Access Mutiplexer (“DSLAM”) a the remote termina

dgte and engaging in remote termind line sharing, just as BellSouth does when it provides
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its DSL sarvice.  Thus, smply because BdlSouth has decided to serve an end user
cusomer with DLC does not preclude Covad or any other CLEC from offering the
customer competitive DS service.

BdlSouth previoudy provided Covad with this informaion about the avalability of
copper facilities and the functiondity of LFACS as part of a series of meetings hdd last
year a the direction of and with the involvement of the GPSC. Covad did not ask
BdlSouth for additional information nor did it request that the GPSC teke any action,
which judifiably led BedlSouth to believe tha Covad's concerns had been resolved.
Under those circumstances, it is not clear why Covad has decided to raise these issues

again in this proceeding &fter nearly Sx months.

CHECKLIST ITEM NO. 13: RECIPROCAL COMPENSATION

US LEC dams that BdlSouth has used litigation as a way to forestdl and avoid its legd
obligations, paticularly in regard to reciproca compensation.  Accordingly, US LEC
cdams tha the Commisson should deny BdlSouth's gpplication for falure to comply
with Checklig Item 13. US LEC/XO Joint Supplementd Comments a 45. BdlSouth
disagrees. In its Joint Comments, US LEC cites various GPSC orders regarding the
application of reciprocal compensation for I1SP-bound traffic and BellSouth's appeds of
those orders.  As discussed in our Ruscilli/Cox Reply Affidavit in Docket 01-277, 11 68-
77, these orders were the result of a dispute between BellSouth and US LEC whereby the
parties disagreed on the intent of the contractua language as it pertained to the payment
of reciprocd compensation. BelSouth pursued its rights to chdlenge those decisions
through the judicia process. Furthermore, as of October 4, 2001, BellSouth and US LEC
reeched a odtlement that resolved al past disputes over reciproca compensation.

Contrary to US LEC's dams contained in its Joint Comments, BelSouth has met its
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legad obligations with regard to the payment of reciprocd compensation. In any event,
the clam made by US LEC is irrdevant because, as the Commisson has consgently
recognized, payment of reciprocal compensation for 1SP-bound traffic is not a checklist
requirement.

Another issue that the US LEC/XO Joint Supplementd Comments cite is BdlSouth’'s
chdlenge of CLECS entittement to reciprocd compensation including the tandem
interconnection rate.  Prior to the Commisson’'s Intercarrier Compensation NPRM,
BdlSouth interpreted the Commisson’s rules as establishing a two-prong test that had to
be met in order for a CLEC to hill for tandem interconnection charges. the CLEC's
switch must serve a comparable geographic area to BellSouth’s tandem switches, and the
CLEC's switch musgt perform functions smilar to those performed by an ILEC's tandem
switch. After the Commission issued its Intercarrier Compensation NPRM (at 1105), it
became clear that only the comparable geographic coverage test needed to be met.
However, that test was required to be met by a CLEC's demonstration of its geographic
coverage in a given jurisdiction. The GPSC's Order in Docket No. 9577-U, dated August
10, 2001, found that US LEC had demonsirated that its switch in the Atlanta area met the
comparable geographic area test, and that US LEC is entitled to be compensated at the
tandem interconnection rate from October 1, 1998 through the expiration of US LEC's
1998 agreement. As mentioned in the previous paragraph, BellSouth settled dl past
disputes over reciproca compensation with US LEC, including this one, as of October 4,
2001. As with payment of reciprocd compensation on ISP-bound treffic, the fact that
BdlSouth pursued its legd rights to chdlenge the payment of the tandem interconnection
rale does not indicate that BellSouth is in violation of its Section 271 checklist

requirements.
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OTHER

Special Access Conversions

In the initid filings in BellSouth’'s 271 case (Docket 01-277), Mpower Joint Comments’,
US LEC Joint Commentst® and Cheyond raised issues related to the conversion of specid
access to UNEs.  BdlSouth responded to those issues in its November 13, 2001 Reply
Affidavit of Ruscilli/Cox. At thet time, the issue was before this Commisson in the form
of a complant filed by Addphia Busnes Solutions, Inc, Madison River
Communications, LLC, Mpower Communications Corp. and Network Pus, Inc.
BdlSouth subsequently reached a settlement with the parties to that complaint.

US LEC and XO aso assat in their comments thet, “The Commission should reevaluate
its blanket excluson of specid access services from Section 271 Competitive Checklist
consgderations” US LEC/XO Joint Supplementad Comments a 8-11. Thus, US LEC
and XO admit that special access services are not included in the Section 271 Checklist
requirements, and any comments related to provison of specid access services by
BdlSouth in this proceeding are not rdevant. As the Commisson dated in its Bdl
Atlantic New York Order'!, “to the extent that parties are experiencing delays in the
provisoning of specid access sarvices ordered from Bel Atlantic's federd tariffs, we
note that these issues are gppropriately addressed in the Commisson’s section 208
complaint process” Bell Atlantic New York Order 341. The Commission's postion
that specid access issues have no relevance in 271 proceedings was reiterated in the
Commisson's SABT Order-TX. See SABT Order-TX 335 (“As we found in the Bdl

Atlantic New York Order, we do not consder the provison of specia access services

® In Docket 01-277, Mpower filed jointly with Network Plus, Inc. and Madison River Communications, LLC,

referred to as* Mpower Joint Comments.”

101n Docket 01-277, US LEC filed jointly with El Paso Networks, LLC and Pac\West Telecomm, Inc., referred to as
“USLEC Joint Comments.”

1 Application of Bell Atlantic New York for Authorization Under Section 271 of the Communications Act to Provide
In-Region Inter LATA Service in the State of New York, Memorandum Opinion and Order, 15 FCC Red 3953, (1999)
(“Bell Atlantic New York Order™).
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pursuant to a tariff for purposes of determining checklis compliance”) The Commisson
should reach the same result here.

The US LEC/XO Joint Supplementd Comments date that BellSouth is in violaion of
Checkligt Items 2, 4, and 5 because of BelSouth's failure to provide loops, multiplexing
and trangport, individualy or in combinatiion, a TELRIC prices. US LEC/XO Joint
Supplemental Comments a 3, 4. Further, US LEC and XO dae that BelSouth fals to
provide DS-1 UNEs within intervals at parity with specid access intervas. US LEC/XO
Joint Supplementa Comments a 6. BdlSouth's performance regarding the provisoning
of DSL UNEs is pat of BdlSouth’'s peformance measurements plan. Mr. Varner
provides evidence of BdlSouth's performance. Further, BelSouth did not provison any
DS1 UNEs for US LEC or XO in Georgia or Louisana from October 2001 through
January 2002.

US LEC and XO dae that, “Although BdlSouth has shown improvement since July
2001, the problems with outages [of specid access facilities] continue for US LEC.” US
LEC/XO Joint Supplementd Comments a 14. As evidenced by Exhibit A to the US
LEC/XO Joint Supplementa Comments, there have been frequent correspondence ad
discussons between BdlSouth and US LEC from July to October regarding problems
with specid access provisoning. BdlSouth admits that there have been problems and
BdlSouth is working to remedy those problems. Further, there is no merit to the US LEC
and XO complant that BdlSouth has acted in an anticompetitive manner by raisng
prices for specid access in aeas where it has been granted pricing flexibility. US
LEC/XO Joint Supplemental Comments at 52-53. BedlSouth has been granted pricing
fledbility in those aress because it has demondrated, per the Commisson's orders, that
compstition for specid access sarvices is & or beyond a levd aufficient to govern the

marketplace.  The bottom line, though, is that provisoning of special access b a tariffed
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sarvice, has not been conddered within the scope of previous section 271 proceedings,
and should not be considered in this gpplication.

US LEC and XO complain that ILECs, including BdlSouth, have “attempted to dretch
the meaning of ‘new condruction’ in an atempt to judtify rgecting UNE orders that
require nothing more than the inddlation of a line cad or other minor dectronics.
BdlSouth has adopted this tactic as a means of forcing CLECs to order specid access in
lieu of UNES” US LEC/XO Joint Supplementa Comments a 4. It is well established
that BellSouth is not required to congtruct new facilities for UNEs.  As to the specifics of
US LEC and XO's complaints, BellSouth is unable to respond because US LEC and XO
offer only broad dlegations, without specifics of any particular requests.

XO complains that, when requesting EEL conversons, XO has experienced protracted
negotiations, delayed converson requess, thrests from BelSouth to impose additiond
charges (e.g., specid access surcharges), and long provisoning intervas. US LEC/XO
Joint Supplementd Comments a 4-5. BdlSouth agrees that the entire process for
converting specia access to EELs for XO took longer than was anticipated by ether
paty, due primaily to BellSouth and XO implementing a new process. Those ddays,
however, occurred more than a year ago (the conversion occurred on April 21, 2001), and
they demondrate nothing about current performance. In fact, negotiations paved the way
to the current leve of performance.

This was the fird series of conversons undertaken by BdlSouth. Since that time, many
problems have been worked out, the process streamlined, and the series of events which
took agpproximately 7 months for XO to be converted (once the Interconnection
Agreement Amendment was executed) now takes an average of Sx weeks. The target
time frame of the Sx weeks includes review by the Network Saes Engineer on the CLEC

Care Team, aswel| as processing, scheduling, and management by the Project Manager.
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As detailed in the Mpower October 22, 2001 comments, Mpower has had a long-sanding
issue with BdlSouth over BdlSouth's dleged falure to provide Mpower with converson
of specia access circuits to UNEs. Mpower Supplementad Comments at 14.  In fact,
BdlSouth has worked diligently with Mpower, resulting in a negotisted Confidentia
Settlement  Agreement, detailling the rates, terms and conditions whereby BelSouth
would convertreplace Specid  Access to UNEs  Find negotiations regarding
implementation were concluded March 4, 2002, and this issue has thus been resolved.

Allegiance claims that upon its requests for converson from specid access DS1 loops to
UNEs, BdlSouth requires Allegiance to submit a disconnect order for the existing
circuts and new ordes for the UNEs.  Allegiance Supplementd Comments a 8-9.
Allegiance is concerned that the customer will be taken out of sarvice BedlSouth has
offered to use a Project Manager to personally manage replacement of the DSI1s with
UNEs for Allegiance, thereby reducing the out-of-service risk, as BedlSouth has done

with Network Plus. However, Allegiance has not accepted this offer.

Misrouting of IntraL ATA Calls (DUF Billing Recor ds Accur acy)

On page 23 of its Supplemental Comments, WorldCom dleges, “BelSouth continues to
assign customers (or at least some cals of customers) to the wrong intraLATA provider.”
Continuing on page 24, WorldCom dleges, “WorldCom brought the problem of
misrouted intraLATA cdls to BdlSouth’'s atention many months ago. BelSouth has not
taken any steps to address the problem.”

WorldCom is mistaken. As BdlSouth understands this issue, WorldCom first portrayed
this as a concern regarding BellSouth's DUF records.  As explained by Mr. Scollard in
his November 13, 2001 Reply Affidavit in Docket 01-277, (Reply App., Tab N),
BdlSouth investigated WorldCom's concerns and determined that BellSouth's DUF
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records are correct. It now appears that WorldCom's concern is whether customers are
being assgned to the proper intraLATA toll provider. BelSouth is very interested in
taking to WorldCom in order to resolve this issue and, contrary to WorldCom's
dlegations, BdlSouth has teken deps to do s0.  Specificaly, BelSouth has tried, on
severa occasons, to discuss this issue with WorldCom, but to no avail because, as

explained to BellSouth personnel, WorldCom is not prepared to discuss the issue.

C. L ocal Service Freeze

44, In 15 of Debra Goodly’'s Affidavit, Xspedius briefly mentions, “some customers have
locd service provider freezes in place preventing the converson of these customers
accounts” This is precisaly the purpose of a Loca Service Freeze. A Loca Sevice
Freeze can be requested by an end user and is used primarily to prevent damming by
local exchange carriers. If the end user has requested that a Local Service Freeze be put
on the account, BellSouth will change the loca service provider tha provides service on
that account only if certain verification procedures are followed.

45, On a BdlSouth retall account, only the end user customer, and not BelSouth, can
request, remove, or change a Locad Service Freeze. BelSouth's current process is in
compliance with the Commisson’'s damming rules”® that describe the dlowable
procedures to remove preferred carrier freezes. Paragraph 74 of FCC Order 00-255 states
in rlevant part, “As we dated in the Section 258 Order, . . .We concluded that LECs
adminigering a preferred carier freeze progran must accept the subscriber’s
authorization, ether ord or written and sgned, sating an intent to lift a preferred carrier
freeze. We determined that LECs dso must permit a submitting carrier to conduct a

three-way conference cal with the LEC and the subscriber in order to lift a freeze.  Our

12 47 CFR Part 64; In the Matter of |mplementation of the Subscriber Carrier Selection Changes Provisions of the
Telecommunications Act of 1996 and Policies and Rules Concerning Unauthorized Changes of Consumers Long
Distance Carriers, 15 FCC Red 15996 (2000) (“FCC Order 00-255").
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rules do not, however, prohibit LECs from requiring submitting cariers to use separate
methods for lifting a preferred carrier freeze and submitting a carrier change request.”

For a resdle or UNE-P account, BellSouth’s customer is the CLEC and only that CLEC
can request, remove, or change a Loca Service Freeze, ether by itsdf or via a three-way
cdl with the end-user, the CLEC and BdlSouth. Because of different regulatory
decisons, a Loca Service Freeze is not currently avalable in dl of BdlSouth's dates,
induding Georgiaa A Locd Service Freeze option is avalable in Louisana upon
affirmative eection by the customer, pursuant to LPSC Specid Order 6, dated June 5,
1998.

Because, as dated above, it is BdlSouth's policy that the end user and not BellSouth
initiates a Locd Service Freeze, without more specific detals from Xspedius, BellSouth
cannot provide additiond explanation regarding Ms. Goodly’s concerns and dlegation
that “customers will advise Xspedius that they never authorized a locd service provider

freeze being placed on their accounts.”

Win back

Allegiance, KMC, USLEC and XO, and Xspedius continue to complain about
BdlSouth's marketing efforts with respect to customers that have switched, or to retain
customers that are contemplating switching, to a CLEC from BdlSouth. BelSouth takes
eech of these dlegaions very serioudy, paticularly if they involve dleged violations of
BdlSouth’'s policies concerning win back and the use of CPNI and/or wholesde
information, as wel as violations of various orders of state commissions that are closdy
monitoring this issue and developing policies to balance CLEC concerns with a desire not
to deny competitive options to consumers.  Details regarding BdlSouth's policies in this
area were provided in our Joint Reply Affidavit in CC Docket No. 01-277. If a CLEC
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believes tha BdlSouth has acted inconsstent with its lega obligations, the CLEC is free
to rase such dlegations with the dae public service commissons, which is the
appropriate forum to bring such concerns. As discussed below, XO, Access Integrated
Networks (“AIN”), and Horida Digitd Network (“FDN”) have done just that. The
dlegaions made by those companies, as wdl as other dlegations made in this
proceeding, however, do not indicate systemic problems and are certainly not grounds for
this Commission to find that gpprova of BedlSouth's 271 gpplication is not in the public

interest.

State Commission Update

Both the GPSC and LPSC are aware of and have policies in place to address the concerns
rased by the CLECs In addition to the specific win back requirements ordered by the
GPSC, which were discussed in both our Joint Affidavit and Joint Reply Affidavit in CC
Docket No. 01-277, the GPSC has directed the industry to develop a code of conduct.
Attached as Supplementd Reply Exhibit JAR/CKC-4 is a copy of a letter dated January
10, 2002, in Docket No. 14232-U, from the GPSC Staff, in which the Staff Sated “that
the most effective code of conduct would be one that gpplies to al parties, does not
discourage far competition and provides for pendties for violations” The Staff went on
to say that if the indudtry did not file a code of conduct, the Staff would itsdf file a
recommended code with no input from the industry.

On March 18, 2002, the industry filed a status report of the development of a marketing
code of conduct. The filing, atached to this Joint Supplementa Reply Affidavit as
Exhibit JAR/CKC-5, includes a letter, sgned by BelSouth, that informed the GPSC hat
agreement had been reached on a number of issues, dthough a few areas of disagreement

remained; and that the parties continue to discuss these issues, with the possbility that
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agreement will be reached on the remaining unresolved issues as well.  Also included is a
copy of “Georgia Telecommunications Services Marketing Code Of Conduct (Status as
of March 18, 2002).” BelSouth will continue to work with the industry and the GPSC
daff to bring this document to fruition. Following the completion of the marketing code
of conduct, the indusry will begin work on an operationa code of conduct that will
address such issues as the migration of customers from carrier to carrier.

In its Evaudion filed in CC Docket No. 01-277 on October 19, 2001, (“LPSC
Evauation”), the LPSC aso addressed the win back issue. On page 92, the LPSC notes:

[a]lthough no CLEC has filed a formal complaint against BellSouth in Louisiana
(either in the proceeding below [LPSC Order No. U-22252-E] or elsewhere)
alleging that BellSouth has engaged in inappropriate or illegal marketing activities
targeted toward customers that have switched from BellSouth to CLECs, at least
one CLEC, NewSouth, asserted in the state 271 proceeding that the Louisiana
Commission should propose certain marketing restrictions on BellSouth’s “ win-
back” efforts. We stress that there is no evidence in the record put before us of any
illicit marketing activity.
As we noted in 36 of our Origind Reply Affidavit, the LPSC did adopt measures
prohibiting BedlSouth from certain marketing practices. In addition, as noted in its
Evduation, in adopting the Staff Recommendation on this issue, the LPSC went further
and included an additiona measure that BelSouth “shdl be generdly subject to fines and
pendties to be imposed by the Commisson [LPSC] if BelSouth is found to be engaging
in any anticompetitive activity rdated to the prohibition of the win-back activities”
LPSC Evduation a 93. To date, no CLEC has brought a complaint or any evidence
before the LPSC that BellSouth is not in compliance with the LPSC Order, and BellSouth
has paid no fines or pendties for non-compliance of this issue.  Referencing the specific
issues made by CLECs in this proceeding, many of the dlegations raised are repetitive

and have been addressed in previous Affidavits. The remainder of this section will
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gengdly only discuss new dlegations made in the Comments filed with the Commission
on March 4, 2002.

USLEC/XO

With the exception of the following discusson to which XO is a paty, the Joint
Supplementa Comments submitted by US LEC and XO provide no firg-hand evidence
or specific dlegations that BdlSouth's win back policies, or practices, are in any way
anticompetitive or harmful to loca compstition. The Joint Supplementd Comments offer
only a “he said/she sad’ repertoire of stae dlegations made by other CLECs that may or
may not be partiesin this proceeding.

In footnote 187, the US LEC/XO Joint Supplementa Comments reference the Tennessee
Regulatory Authority’s (“TRA”) Docket No. 01-00868'%. On page 57 of the Joint
Supplementa Comments, US LEC and XO correctly acknowledge that the matter has
been to hearing and is now under review by the TRA. As noted above, and apparently as
a least XO believes, the date regulatory authority is the appropriate forum to which such
dlegations should be brought, not a Section 271 proceeding. Neverthdess, because the
TRA proceedings involve a new issue that previoudy has not been addressed, BellSouth
will addressit here.

The XO/AIN Complaints in Tennesee initidly addressed an offering that purports to
provide business cusomers with three months of free service. The offering referenced in
these Complaints involved the combined use of BedlSouth's 2001 Key Business Discount
Program (“2001 Key Program”) and the Select Business Program.’*  In the following
paragraphs, we will describe: (1) the Sdect Business Program and recent modifications to
that program; (2) the 2001 Key Program; and (3) the combined offering.

13 Complaint of XO Tennessee, Inc. against BellSouth Telecommunications, Inc.; Complaint of Access Integrated
Networks, Inc. against Bell South Telecommunications, Inc., Docket No. 01-00868 (“ XO/AIN Complaints”).
4 For ease of reference, thiswill be referred to as the “combined offering.”
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The Sdect Busness Program is a loyadty marketing program smilar to a frequent flyer
program. There have been severd iterations of this program. Under the current Select
Business Program offering, smal business customers that have a least $100 in BdlSouth
monthly hbilling (induding a lesst one nonregulated service) or a least $100 in
BdlSouth Advertisng and Publishing Corporation (“BAPCO’) monthly billing are
eigible to enrdll in the Sdect Busness Program. Customers tha are enrolled in the
progran are avarded standard Sdlect points based on ther leve of monthly billing with
designated BellSouth companies. In addition to standard points, bonus points aso were
awarded in certain Stugtions.

Prior to the modifications discussed in the following paragreph, participating business
customers were dlowed to redeem standard and/or bonus points for any of the following:
discounts on non-regulated products and services including pre-paid phone cards, Select
Partner awards (CPE, travel awards, etc) provided by companies unaffiliatled with
BdlSouth; and credits agang the cusome’s BelSouth bill.  The non-regulated
operations of participating Bell South companies are charged $.025 per point awarded.

Severd modifications recently were made to the Sdlect Busness Program. Briefly, those
modifications included: BelSouth Sdect, Inc. (*“BSS”) has enhanced its sysems to
ensure that the vaue of points redeemed by a customer does not exceed the amount of the
customer’s aggregate non-regulated spending since joining the program less the vaue of
points that customer has dready redeemed; points may no longer be redeemed in the
form of credits agang the cusomer's hill, whether automatic or a the option of the
customer; and bonus points are no bnger awarded under the program in connection with
subscription to aregulated BellSouth service.

As noted above, the offering being referred to here and included in the origind complaint

involved what were intended to be two separate offerings — the fird is the Sdlect Business
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Program; and the 2001 Key Program, which is tariffed in Tennessee, and which is
avalable to both new and exising customers in specific areas that meet certain criteria
specified in the tariff. These two programs individudly had been reviewed and approved
by their respective company’'s atorneys (i.e, BSSl attorneys approved the Sdect
Business Program and BelSouth attorneys approved the 2001 Key Program). The
BdlSouth employee responsble for developing and implementing the combined offering,
however, thought that combining two gpproved programs was a minor change, and did
not take the combined offering or any of the related materials to BellSouth's attorneys for
review and gpprovd.

Under the combined offering, BelSouth sades channels offered to enroll a cusomer in the
Sdect Busness Program a the same time that the customer subscribed to certain
BdlSouth regulated services in connection with the 2001 Key Program tariff. Depending
on choices made by the customer (e.g., length of agreement and whether the customer
subscribed to the hunting feature) the customer would receive bonus Sdlect points with a
vaue equd to up to three months of the customer's totd BellSouth charges (regulated
and nonregulated). Further, depending on the number of bonus Sdlect points awarded,
the points would be credited to the customer's Sdlect account in the first, sxth and
twefth months of Sdect participation. The bonus Select points were redeemed as a
credit againg the customer’ s bill in the month in which the points were awarded.

Unfortunately, the program was not implemented correctly, in that requidte gpprovas
were not obtaned and flawed traning materids for those sdes channds engaged in
efforts to sdl the combined offering were used, resulting in the benefits of theses two
separate offers not being accurately described to some of the customers that were
contacted. Rather than the separate sets of benefits for the 2001 Key Program (i.e,

discounts on regulated services pursuant to filed promotions) and the Select Business
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Program (i.e, earned points redeemable for multiple non-regulated benefits, incduding a
credit agang a customer’s hill), certain sales personnd described the combined offering
as induding “fred’ or “conmplementary” months of loca sarvicee This was not the intent
of the Select Business Program.

When BelSouth learned that the combined offering had been implemented without
requiste reviews and approvals, BedlSouth took quick and appropriate action. Firdt,
BdlSouth ceased marketing of the combined offering, and no further customers have
been dlowed to sign up for the offering. Additiondly, the president of BellSouth’'s Small
Business Services operations sent a letter to dl customers that had accepted BelSouth's
combined offering, with a letter attached from the presdent of BSSl explaining to those
customers how the bonus points would actudly be awarded and the benefits avalable
under the Sdlect Business Program. The letter from BelSouth's Smal Business Services
Operations Presdent advised customers that if they were not satisfied with the
explanation, they could terminate ther 2001 Key Program term agreement with no
termination ligbility or forfeture of previoudy receved discounts, and ather reman a
BdlSouth customer participating in the Sdect Busness Program; or if applicable, the
customer could return to their previous locad provider, a no cost to the customer.
BellSouth took these actions before any customer that had accepted the combined
offering redeemed three sets of bonus points under that offering.

In addition, BelSouth took appropriate action to address the fact that the combined
offering had been implemented without the requiste internd reviews and gpprovas. The
employee respongble for implementing the combined offering tedtified in the Tennessee
date proceeding, acknowledging that he had made a mistake in judgment and that a letter
hed been put in his personnd file warning that he can be terminated for Smilar future

actions. He dso tedtified that he has been tranderred to a new postion and that he will
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receive no stock options or pay raise this year. BellSouth dso has ensured that al Small
Busness Service employees who are involved in the development of marketing offerings
understand the requidte review and approva process that must be followed before any
offering involving regulated services, non-regulated services, or both, is implemented and
offered to cusomers. All of these employees understand that they are required to adhere
to this review and gpproval process, and they are aware that appropriate disciplinary
action, up to and including dismissa, may be taken by BdlSouth if this process is not
adhered to in the future,

On page 57, US LEC and XO refer to what they cdl a related proceeding in which
Forida Digitd Network (“FDN”) has filed a petition with the Florida PSC requesting an
investigation of BelSouth's aleged anticompeitive win back practices™  First, as US
LEC and XO have acknowledged, FDN has filed this Petition in Florida with the FPSC.
It has not filed a petition in ether Georgia or Louisana, and therefore, the argument is
not relevant to this proceeding. Second, referencing FDN's Petition as related to the
Tennessee proceeding discussed above is a best mideading. The Horida Petition deds
oecificdly with BdlSouth's Key Cusomer Promotiond Tariffs and not with any
combined offering, as was the case in the AIN/XO Complaints in Tennessee.  Although
BdlSouth contends that FDN's filing has no relevance in this proceeding, because US
LEC and XO have mentioned it, attached to this Affidavit, as Exhibits JAR/CKC-6 and
JAR/ICKC-7, are FDN's Pdition and BelSouth’'s Response to the Petition (without
attachments).

As stated above, FDN is usng the gppropriate forum, the FPSC, to raise its issue. That
US LEC and XO have brought up FDN'’s Petition here, when FDN is not a party to this

S InRe: Petition of Florida Digital Network, Inc., for Expedited Review and Cancellation Of Bell South
Telecommunications, Inc.’s Key Customer Promotional Tariffsand For an Investigation Of BellSouth
Telecommunications, Inc.’s Promotional Pricing And Marketing Practices (“ FDN Petition™ ), Docket No. 020119-
TP, filed with the FPSC February 14, 2002.
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proceeding and does not offer service in Georgia or Louisana, is further evidence tha
US LEC and XO can provide no fird-hand evidence or specific dlegations with regard to

BelSouth’ s win back practicesin Georgiaor Louisana

KMC Telecom

66. KMC Telecom, on page 16 of its Supplementd Comments, dleges, “BelSouth, on more
than one occasion, offered free sarvice to win back CLEC customers in a clear violation
of its tariffs” BelSouth responded to KMC's generd dlegations with regard to win
back in our Origind Reply Affidavit. In footnote 51, referring to the transcripts of the
North Carolina Utilities Commission’s (“NCUC") Docket No. P-55, Sub 1022°, KMC
dleges that “[t]he record demondrates, ... BdlSouth offered ‘three months free service
to a CLP customer, while BdlSouth itsdf admitted ... that ‘an offer of free sarvice is
contrary to the tariff.”” What is actudly being discussed in the NCUC transcript is the
TRA’s Docket. No. 01-00868 (the XO/AIN Complaints discussed in detail above).

KMC' sdlegation, therefore, isthe same as that of US LEC and XO.

Allegiance Telecom

67. In its discusson of checklig item 2, Allegiance reiterates an dlegation that it made in its
origind Reply Comments filed with the Commission in CC Docket No. 01-277. On page
10 of those Reply Comments, Allegiance daes, “when BdlSouth technicians are
digpatched to Allegiance customer premises for inddlaion or repar, the technicians
sometimes  disparage  Allegiance€'s sarvices or misnformed the customer about the
svices being inddled”  Allegiance then cites three specific occurrences of its

dlegations, and includes a relaied footnote referencing these same occurrences in its

18 |n the Matter of: Application of Bell South Telecommunications Inc. to Provide in-Region Inter LATA service
Pursuant to Section 271 of the Telecommunications Act of 1996, (“ NC 271 Docket” ).
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filing in Docket 01-277. In the previous filing, footnote 20 dates, “Allegiance brought
these examples to the atention of BelSouth and Georgia Commisson in its win back
investigation, and identified the cusomersto BdlSouth.” Thisisincorrect.

Allegiance filed Comments with the GPSC in Docket No. 14232-U on September 6, 2001
meking different dlegations atogether.  Allegiance clamed that, on two occasons,
BdlSouth had contacted customers “[w]ithin the week” (itdics in origind) following
access to the customer service record by Allegiance, offering the cusomer a “Full Circle
Program” contract.  Allegiance clamed that this provided evidence of “[BdlSouth’'s
practice of misusng information about whether an end user’'s CSR has been pulled”
Allegiance provided no specific customer information &t that time.

On October 2, 2001, BelSouth sent a letter to Mr. Morton J. Posner of Allegiance
Teecom, Inc. requesting the identity and location of the customers referenced in the
Comments filed in Docket No. 14232-U. On October 3, 2001, Allegiance's local
counsd, Charles Hudak, provided BdlSouth with the identities of the customers
referenced. BelSouth investigated the dlegations, reveding facts very different than the
ones st forth by Allegiance in its filing. BdlSouth concluded, after reviewing Company
gystems and interviewing BelSouth personne and personnd from one of the other
companies, that because Allegiance ingtructed the customer to switch back to BellSouth
(the customer had service from AT&T — Tedeport) prior to switching to Allegiance, that it
was that action that triggered BellSouth’ s dleged win back offer.

The scenario described by Allegiance is not actudly a win back offer a dl. In fact, from
BdlSouth's perspective, the cusomer has chosen to receive service from BellSouth and
the offer made to a former AT&T-Tdeport customer would be a norma marketing
transaction for a new customer. Exhibit JAR/CKC-8, attached hereto, is a filing made

with the GPSC on December 3, 2001 regarding this dlegation. The following will
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demondrate that Allegiance s dlegation here is misplaced.

Although it is not entirdy clear to BdlSouth why Allegiance indructed the customer in
the aove scenario to switch back to BedlSouth prior to switching to Allegiance,
information garnered from the FPSC OSS Workshop, held on February 18, 2002, proves
indructive and supports BdlSouth's findings.  In a discusson of ordering, ITC
DdtaCom’'s paticipant, May Conquest discussng “the CLEC-to-CLEC experience”
Stated:

BellSouth in their billing system they have a repository of all of our CSRs, but I'm
not authorized to see my friend Covad's, or Network Telephone, or any of the other
CLEC'sCSRs.

For that reason typically when | assume a customer, | choose to return them
back to BellSouth. Smply it makes the experience more streamlined and safer for
my customer. ... So one of my safety nets in doing that is sending the customer back
to BellSouth and then | use my usual standard process for migrating them into me.
In doing that | do assume some financial responsibility.!’

Further in Ms. Conquest’s discusson, Commissoner Deason asked, “Do you see any
irony in that? | mean, you are here complaining about the BdlSouth system, but you're
saying it's the best sysem out there” Ms. Conquest responded, “Well, no, I'm saying
it'snot the best; I'm saying it s—what | an gearedto ...”

The following exchange occurred in the same discusson:

CHAIRMAN JABER: So what you are saying is recognizing that the BellSouth
system may have faults —

MS CONQUEST: Correct.

CHAIRMAN JABER: --that is still better as a process than competitor-to-competitor
switching?

MS. CONQUEST: Given today’s environment, yes.

* * *

71n the Matter of Consideration of Bell South Telecommunications, Inc.’s Entry into Inter LATA Services Pursuant
to Section 271 of the Federal; Telecommunications Act of 199. (Third Party OSS Testing) Docket No. 960786B-TP;
and Petition of Competitive Carriersfor Commission Action to Support Local Competition in BellSouth
Telecommunications, Inc.’s Service Territory Docket No. 981834-TP; OSS Workshop Transcript from Monday 18,

2002.
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CHAIRMAN JABER: | am just really fascinated with what you just said about
migrating the customer to BellSouth when you are transferring from ALEC-to-
ALEC. You are actually creating an opportunity for the customer to have a
conversation with BellSouth in that process, aren’t you?

MS CONQUEST: Yes, weare.

Hence, Allegiance's dlegation that BellSouth's actions were improper is in error. As a
practicad matter, BelSouth has no way of knowing that a cusomer moving her service
from a CLEC to BelSouth is only doing so in order to ultimady have her service moved
to Allegiance. Consequently, BelSouth will offer this cusomer the services gppropriate
to meet her needs, just as BdlSouth would do with any other new customer.

Moreover, it is Allegiance's choice to use this indirect process to migrate cusomers of
other CLECs to its sarvice. If Allegiance is truly concerned about BelSouth’'s ability to
market to these cusomers, Allegiance should develop the mechanism to migrate
customers directly from other CLECs.

In a further effort to resolve Allegiance's concerns with regard to BelSouth’'s win back
policies, on November 16, 2001, BellSouth sent another letter to Mr. Posner, responding
to additiond specific dlegations in connection with GPSC Docket No. 14232-U, and
requesting additiond information with regard to the Comments filed with this
Commission on November 13, 2001 in CC Docket No. 01-277. With regard to the other
dlegations from Docket No. 14232-U, BdlSouth found that in two ingtances, the names
provided do not appear to be customers that BellSouth serves or sarved in the State of
Georgia

In a letter sent to Allegiance on November 27, 2001, BdlSouth related the results of
additional invedtigation into the Allegiance complaints.  After thorough invetigation into
the company that Allegiance dleged was involved, the results showed that Allegiance
had apparently provided the name of the attendant company in error. BdlSouth would

point out that, to date, not one of the so-cdled “examples’ provided to BelSouth by
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Allegiance has any merit.

As the record reflects, BelSouth takes each dlegation of aleged improper behavior
srioudy. In the case of Allegiance, BellSouth has made a ggnificant effort to obtain
specific information in order to investigate and resolve any and dl dlegations made by
Allegiance. Despite repested requests for additiond information from BellSouth so thet
Allegiance's dlegations could be thoroughly invedtigated, however, Allegiance has faled
to provide such information. In fact, Allegiance has repeatedly ignored BdlSouth's

requests for specific information, which makes its alegations somewhat suspect.

Xspedius

The Xspedius Comments and Affidavits reference some win back issues that are either
outdated, of a generd nature, or previoudy addressed by BelSouth. Marymargret
Williams Groom, however, dleges one ingtance occurring in January 2002, pertaining to
the United States Postd Service (“USPS’) that we will address here. It should be noted
that Xspedius has not previoudy raised this issue with the LPSC or with BelSouth.
Xspedius dleges that after requesting a copy of the USPS's Customer Service Records
(“CSR"), that the USPS received a cdl from BdlSouth inquiring into why the USPS was
consdering switching its service to Xspedius.

BdlSouth has invedigated Xspedius dlegation through discusson with BdlSouth's
Nationa Account Manager for the USPS, BdlSouth's investigation substantiated that
BdlSouth’'s personnd ae aware of ther respongbilities with regad to Company win
back policies. Further, the Account Manager was not familiar with Xspedius and was not
aware that Xspedius, or any other CLEC, had requested a CSR for the USPS. The
Account Manager dso had no knowledge with regard to who might have contacted the

USPSto find out why they were consdering changing loca service providers.
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BdlSouth has a three-year contract with the USPS. For various reasons, BelSouth's
Nationa Account Manager corresponds, including making ontdte vidgts, with the USPS
in New Orleans, as wdl as other locations. This is done in the norma course of
mantaning and savicdng a custome.  BdlSouth's investigaion found nothing to
Substantiate Xspedius  dlegation, or that would suggest any actions of an anticompetitive
naiure.  Without additiond information BdlSouth can provide no additiona information

on this dlegation.

PUBLIC INTEREST

Price Sgueeze-M arqgin Analysis

AT&T, through its Supplemental Comments, the Supplementd Declaration of Michee
Lieberman, and the Declaration of Steve Bickley dlege “BelSouth's rates effect a price
sgueeze that prevents UNE-based competitors from earning sufficient margins to provide
locd sarvice in competition with BdlSouth [in Louisang.” AT&T Supplementa
Comments at page 50. BellSouth disagrees.

AT&T directs its discusson only to the provison of resdentid sarvice in Louisana
AT&T does not suggest, nor could it, that it is unprofitable to enter the entire local
market in Louisana, incuding both busness and resdentid segments  This Affidavit,
therefore addresses only the residentia segment of the market, and only Louisana

Fird, AT&T's price squeeze agument fals because there is ample resdentid
competition in Louisana AT&T cams that this is irrdevant, based on its assartion that
“nothing in . . . the Sorint decison . . . remotey establishes’ a threshold resdentid
market share test for the price-squeeze dlam. AT&T Supplemental Comments a §53. In
fact, the Sorint decison expresdy and unequivocdly confines its discusson to locd

markets that, “[I]n contrast to . . . New York and Texas” are “characterized by reatively
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"8 The residentid maket in Louisana is more

low volumes of resdentid competition.
competitive than New York and Texas a the time of ther applications, (Supplementa
Brief at 38-39); AT& T sargument, therefore, falls.

AT&T, seeking to overcome the fact that there is resdentid competition, tenders yet
another argument; it is redly UNE-based competition that is relevant, not competition as
awhole AT&T Supplementa Comments a 54. We discuss this argument briefly in our
actua pricesqueeze andyds.  In summary, however, competitors have proven their
ability to compete in Louisana, whether they have chosen to use ther own facilities,
UNEs, resde, or some combinaion of the three. In addition, nothing in the Sprint
decison supports AT&T's dlegation. The Sprint decison expresses concern that a
BOC's UNE prices might “doom[] competitors to falure’ in the resdentid market.
Sorint, 274 F.3d at 554. That concern obvioudy does not exist here.

This is particularly true in light of a recent public satement by EATEL tha the LPSC's
new UNE rates decided in September, 2001 have made it economicdly feashble for this
CLEC to enter the resdentid market on a widespread basis in Louisana  EATEL is now
marketing and providing resdentid service to cusomers dl over Louisana incuding
New Orleans, Baton Rouge, Gonzalez, Shreveport and L afayette.

Even if a price squeeze andyss were reevant, which BdlSouth believes it is not, the
following facts bear out that a price squeeze is not present in Louisana, and AT&T's
dlegations 4ill fal. The discusson that follows builds upon, and incorporates by
reference, the Affidavits that we previoudy have filed on thisissue.

Further, AT&T's contention ignores the LPSC's higoric socid pricing policy under
which retail resdentid 1FR rates are ddiberatdy set low (and in some area below cost)
in order to assure affordable, universal service. Locd service providers, like AT&T, can

make a busness case the same way BdlSouth has by <dling higher margin business

18 Sprint Communications Co. v. FCC, 274 F.3d 553 (D.C. Cir. 2001)
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savice and discretionary vertical services. Due to higher potentiad  business margins,
CLECs have, for the most part, smply ignored residentia subscribers and targeted their
offerings to business customers. Such focus is evidenced by the fact that CLECs have
won dgnificant numbers of budness cusomes in  LouiSana See  Stockdde
Supplemental  Affidavit (Supp. App., Téb D). The fact remains tha, until recently,
AT&T, as wdl as many other CLECs expressed no dedre or willingness to serve
resdentiad consumers in these areas. For CLECs, and specificaly AT&T, to dam to the
contrary in the face of purposeful “cherry picking” is just ancother ploy to deay
BdlSouth’s entry into the long distance market. The fact that AT&T presents a price
ueeze agument here, while not surprisng, is cetanly disngenuous. The UNE
deaveraged cost dructure that results in higher UNE rates in the rurd aress is in direct
response to CLEC requests for such a structure,

87. Further, and in any event, as Table 1 indicates, AT&T's price-squeeze andyss is not
correct, and when compared to BellSouth’s appropriate retail service, actualy reveds a
much different concluson. BedlSouth's andyss bdow indudes revenue for BelSouth's
Complete Choice® Offering in Louisana, which is more appropriate for comparison to
the cost associated with the UNE-P offering with features than is BdlSouth's 1FR rate
used by AT&T. BdlSouth’'s Complete Choice® Service offering is found in Section
A3.2.11 of BdlSouth's GSST, and includes an exchange service access line, plus the
folowing featuress Custom Cdling Services except Three-Way Cdling with Trandfer,
TouchSa® Service excuding Cdling Number Ddivery  Blocking-Permanent,
Cugtomized Code Redriction, RingMagster® Service, and Message Waiting Indication.
BdlSouth’'s Complete Choice® Service is comparable to Verizon's Unlimited Loca
Cdling Offer.!®

19 |n its Verizon-RI Order, 1 23, the Commission noted that “[T]he Rhode Island Commission relied on a showing
by AT&T that the new rates would result in awholesale cost of $25.45 for the UNE-Platform, which is lower than
the $28.95 price of Verizon's Unlimited Local Calling Offer.” Obviously, the Commission found a margin of
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AT&T makes an additiond argument with regard to revenues that is dso flaved. On
pages 59-60, AT&T uses its contention that “a carrier should not be forced to enter one
market in order to be able to enter another,” to conclude that it is not appropriate to
congder intraLATA toll revenues in its magin andyss AT&T Supplementd
Comments a 59-60. AT&T's contention is not relevant, and the conclusion drawn is not
correct. A margin andyss, however, plainly should take into congderation dl revenues
that a company can be expected to earn from the wholesale inputs that it is acquiring. As
AT&T has admitted in other proceedings®, it can provide intraLATA toll service over
the UNE-Ps it purchases from an ILEC. AT&T's agument that it dready offers
intraLATA toll services, and therefore should not include intraLATA toll revenue in its
andyss is drictly sdf-sarving. While it is true that AT&T does dready offer intraLATA
toll sarvices, it is extremdy likdy that its provison of those sarvices and therefore
inraLATA revenues, will increese as AT&T adds new locd service customers.
Correcting AT&T's andyss with the addition of intraLATA toll revenues would further
increase the potentidd margin in Zones 1 and 2 even above those reflected in Table 1.
This is further evidence that there is no price-squeeze and that BelSouth's UNE rates
alow an efficient competitor a meaningful opportunity to compete.

One other mgor flaw in AT&T's andyss is the incluson of its dleged internd costs per
customer of $10.00. See Supplementd Affidavit of Steven P. Bickley; AT&T
Supplementa  Comments at page 50. Fird, even if these dleged interna costs were

rdevant to the profit margn andyss which BdlSouth contends they are not, the

approximately $3.50 to be acceptable. Verizon's Unlimited Loca Calling Offer is comparable to BellSouth’'s

Compl ete Choice® Service offering.

0 See, e., Testimony of James D. Webber on Behalf of AT& T Communications of Wisconsin, Inc. and TCG
Milwaukee at 35, Petition for Arbitration of Interconnection Rates, Terms and Conditions and Related
Arrangements with Wisconsin Bell Telephone Company d/b/a Ameritech Wisconsin Pursuant to Section 252(b) of

the Telecommunications Act of 1996, Docket No. 05-M A-120 (Wisc. PSC June 30, 2000) (“Q.: Can the shared

transport network be used to carry AT& T’ sintraLATA toll servicesin caseswhere AT& T isusing the UNE-P? A:

Yes?).
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Commisson certainly cannot accept AT&T's unsubstantiated cost estimates.

coss were rdevant, the Commisson would need to look a a pefectly efficient

competitor’'s codts (i.e., TELRIC). Unless AT&T could prove thet it is perfectly efficient,

its actud interna costs would not be germane to the calculation.

Tablel
Estimated Connectivity Margin for BellSouth — L ouisana
Costs Zonel| Zone2 | Zone3 | Statewide
Avg
UNE-P (loop/port $13.13| $23.75| $49.62 $17.60
combo)
Usage (including $648 | $648 | $648 $6.48 Note 1
features)
DUF $102| $1.02 $1.02 $1.02 Note 2
Platform-Recurring
Cost $20.63 | $31.25 | $57.12 $25.10
Estimated Revenues
BST’'s Complete $33.00| $3300| $33.00 $33.00
Choice Rate — LA
Subscriber LineCharge | $5.00| $5.00 $5.00 $5.00
Access $090| $0.90 $0.90 $0.90 Note 2
Total $38.90 | $38.90 | $38.90 $38.90
Margin-Complete
Choice Residence $18.27 | $7.65| -$18.22 $13.80
% (Margin divided by
Total Revenue) 47% | 19.7% | -46.8% 35.5%
% of BellSouth
access lines 72% 23% 5%

As Table 1 shows, contrary to AT&T's suggestion, in Zones 1 and 2, which encompasses
approximately 95% of the access lines in BelSouth's sarving area, there is a podtive

margin. In Zone 1, where most CLEC busness is concentrated, the margin is subgtantial

Note 1 — BellSouth calculated the average usage cost for LA using the FCC' s usage characteristics.
Note 2 — BelSouth has not validated AT& T’ s calculations of these items, however, for this andysis, Bell
accepts AT& T's DUF cost estimate and Access revenue estimate.
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(far more than AT&T's dleged internd cost per line of $10.00, which, as discussed
above, BdlSouth disagrees). Even using the dtaewide average UNE-P codt, which
AT&T has done in the past, produces a profit margin of $13.80, or 35.5%. It should dso
be noted that even subdituting AT&T's advertised Georgia retall locd package rate
($29.95), which AT&T apparently believes is viable, in place of BelSouth’'s $33.00
Complete Choice® rate would continue to result in positive margins of $15.22 in Zone 1
and $4.60in Zone 2.

While the data 4ill indicates that the cost of the UNE-P exceeds the potentid residentia
revenue in Zone 3, severd points must be made. Fird, the vast mgority of access lines
are in Zone 1 (72%), where, as noted, CLECs have a consderable margin. Second, a
mere 5% of BdlSouth's access lines are in Zone 3. CLECs can dill pursue the most
atractive, high revenue producing, cusomers in that 5% to ensure the highest profit
margin possible.

Third, while AT&T complains that the rates are too high in Zones 2 and 3, the rates
actudly adopted by the LPSC ae, in fact, much lower than those thet the CLECS
deaveraging methodology would have produced. The deaveraging methodology
presented by WorldCom during the LPSC’'s UNE docket (Docket No. U-24714 (A)) and
supported by the CLECs, resulted in ten zones. Of these, in number of access lines,
Zones 1-3 are comparable to the LPSC's Zone 1; Zones 4-5 are comparable to the
LPSC's Zone 2; and Zones 6-10 are comparable to the LPSC's Zone 3. The LPSC-
established loop rate for Zone 3 (SL-1) is $48.43. Table 2 below shows that applying
WorldCom’s deaveraging proposa (see Tesimony of Greg Dandl and his rdevant
deaveraging exhibit atached to this Affidavit as JAR/ICKC-9?Y), to the state average

L PSC-established SL1 rate would have resulted in Zone 6-10 rates ranging from

21 Mr. Darnell’ s deaveraging cal cul ations were based on a statewide average rate of $12.87 asinitially proposed by
CLEC witnessesin Louisiana Docket U-24714. In that proceeding, Mr. Darnell’ s exhibit was presented such that
his Zone Weightings could be applied to any statewide average rate.
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$49.75 to $191.21.

Table 2
Zone Comparison
Zone Zone % of Total Calculated Zone
Weighting | Linesin Zone Rates
MCI PROPOSAL
1 50.41% 21.95% $3.75
2 65.92% 40.71% $11.40
3 91.26% 16.14% $15.79
4 137.57% 8.94% $23.80
5 194.80% 5.99% $33.70
6 287.55% 3.66% $49.75
7 420.02% 1.62% $72.66
8 575.25% 0.82% $99.52
9 793.57% 0.12% $137.29
10 1105.28% 0.03% $191.21
State-wide average
cost $17.30
Zone LPSC-Ordered | Comparison to
Deaveraged Rates | MCI Proposal
1 74.57% 72% $12.90 $3.72 - $15.79
2 134.86% 23% $23.33 $23.80 - $33.70
3 279.94% 5% $48.43 $49.75 - $191.21

As discussed in our Reply Affidavit in CC Docket No. 01-277, CLECs (including
AT&T) were adamant in their demand for the deaveraging of UNE rates As the
Commission is wdl aware, the deaveraging of rates for UNES, particularly the loca loop,
encourages CLECs to take advantage of state commissons socia pricing structure (i.e,
rates that insure that al consumers have access to basic telecommunications service while
dlowing the ILEC to make up for the shortfal that results from low rurd and residentia
rates by charging higher rates in other aspects of its busness). BdlSouth's residentia
rates have been st rdatively low, especidly in the rurd areas (Zones 2 and 3), even
though the associated cost per access line is generdly higher in rurd areas than in urban
areas. Obvioudy, the deaveraging proposal supported by the CLECs in Louisana would

have exacerbated the problem about which they are now complaining.
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Further, because of the avalability of resde, CLECs can Hill serve resdentid customers
in Zone 3 at the wholesdle discount rate of 20.72% established by the LPSC. AT&T's
contention, a page 57 of its Supplementad Comments, that “[t|he wholesde discount that
hes been st in Louidana is whally insufficent to dlow any firm to cover its internd
costs of sarvice” is incondgtent with the provisons of the Act. Sections 251(c)(4) and
252(d)(3) provide for rates for resde to be set a a discount from BdlSouth's retail rates.
There is no requirement that the datutorily prescribed discount be sufficient to cover
what AT&T is referring to as “internd codts of service” In fact, there is no mention that
the wholesde discount has anything to do with a competitor's codts, except the cost it
pays to purchase BdllSouth’ s retail service.

Findly, CLECs aways have the option to serve customers using their own facilities. As
described in the Affidavits of Ms. Stockdale (Reply App., Tab Q) (Supp. App., Tab D)
(Supp. Reply App., Tab H) and Mr. Wakeling (App. A, Tab 22), many customers are
being served by CLEC-owned fadilities, and this is certainly an option for AT&T. AT&T
apparently believes that BdlSouth's Zone 3 costs are too high to dlow CLECs to senve
customers profitably and that resde dso is not a viable option. Perhaps, the best option,
if BelSouth's cogts are too high, is for AT&T to serve this smal group of customers by
deploying its own fadilities, or usng exising fadilities jus as other CLECs have done in

Louisana, and as AT& T has donein other BdllSouth states.

Competitive Factors

Sorint raises myriad issues that it dleges warant a finding by this Commisson that
goprova of BdlSouth's gpplication is not in the public interest. Not only does BellSouth
dissgree completely with Sprint's dlegations, but the Commisson, as noted beow,

goparently aso was not persuaded by many of Sprint's arguments. Much of Sprint's
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oppostion is summarized in Section Il of its Supplementd Comments filed with the

Commission in this docket on March 4, 2002. In this section, Sprint opines.

This suggests that the Commission believes that the public interest considerations
should only include factors within the control of the applicant. Sprint disagrees.
In Sorint’s view, consideration of the public interest should include all factors,
whether or not they are within the applicant’s control, that bear on whether the
local market has indeed been irreversible open. The fact that the carriers which
are best prepared to enter the local markets are not even attempting to do so in
any market outside their local territories is indicative of some deterrent to entry
(whether attributable to BellSouth’s conduct or not) should give the Commission
pause as it considers whether or not the market is fully and irreversibly enabled.

Sorint’s dlegations are without merit. What Sprint is requesting is that BellSouth be held
accountable for factors that are not within its control. This is in no way a requirement of
the Act; nor is it a pat of the Competitive Checklist or a public interest consideration.

Addressing what appears to be these very same dlegations in its Verizon-Rl Order, the

Commission states, in 106:

Sorint also argues that the fact that the BOCs have generally chosen not to compete
against each other out of region (particularly against Verizon in Rhode Island) and
the continuing bankruptcy of competitive LECs mean that the public interest is not
served by granting Verizon section 271 approval in Rhode Island. We reject these
arguments. Factors beyond the control of the applicant, such as a weak economy,
individual competing LEC and out-of-region BOC business plans, or poor business
planning by potential competitors can explain the lack of entry into a particular
mar ket.

Nothing has changed or is different in BelSouth's region that warrants a different finding
by the Commission in this proceeding.

One other issue raised by Sprint in its Public Interest discusson (Section 11, page 6) is the
dleged regulatory uncertainty facing the CLECs. BdlSouth does not dispute that the

proceedings mentioned by Sprint are indeed ongoing. What Sprint fails to acknowledge,

however, is that BelSouth faces tha same regulaiory uncertainty. In addition, it is
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possble that there will dways be some uncertainty over some aspect affecting loca
competition, with or without regulation. As referenced aove, in the discusson of
pricing, responding to AT&T and WorldCom dlegations that Georgia UNE rates are not
TELRIC compliant because a new rate proceeding is pending, both this Commisson and
the D.C. Circuit Court have recognized that the loca communications environment is not
dagnant. The Commisson recognizes that rates may evolve over time to reflect, anong
other things, changes in technology, engineering practices, or market conditions. The
D.C. Circuit Court, going a dep further, daes, “If new information automaticaly
required regection of section 271 gpplications, we cannot imagine how such gpplications
could ever be approved in this context of rapid regulatory and technologica change”
Verizon-Rl Order Y31 (quoting AT& T Corp. v. FCC, 122 F.3" (D.C. Cir. 2000)).

Per sonnd Turnover

The US LEC/XO Joint Supplementa Comments, at page 61, dlege “BdlSouth seems to
go out of its way to make its rdationship with CLECs difficult.” This dlegation could
not be further from the truth. US LEC and XO base this contention on “the turnover of
personnel in the account management teams” Because US LEC and XO have given no
specifics to support their dlegation, BelSouth must assume that they are referencing the
redignment of BelSouth’'s Interconnection Services Sdes Organization that began in
January of thisyear.

In a Carrier Notification Letter (Exhibit JAR/CKC-10 to this Affidavit), origindly posted
to BdlSouth's ICS webdte on January 4, 2002, BdlSouth advised dl BelSouth ICS
customers that the ICS Sales Organization would be restructuring to a functional structure
to provide customers more direct access to subject and process experts for loca services,

while maintaining traditiond account team support for Strategic  Products. The

45



101.

102.

103.

104.

redructure was based on recommendations from an outsde consulting firm.  The firm
was hired to evauate and determine the feashility of making organizationd changes that
would provide for a more efficient and higher qudity cusomer care organization, as wel
asimproving BellSouth’ s focus on product sales.

Reorganization or redructuring is a normd pat of doing busness, as is appaently
recognized by XO. BelSouth would point out that, prior to January 1, 2002, US LEC
and XO had not had a mgor BellSouth Account Team change. The same Assdant Vice
Presdent and Sdes Director had been assigned to them for severd years. The mgority
of the BdlSouth Account Team members had been in place for gpproximatedy the
previous year and a haf. In addition, most of the BelSouth Account Team members
assigned to US LEC and XO came with avast amount of experience and knowledge.

BdlSouth has what it believes to be a very good working relationship with XO and XO's
dlegation to the contrary comes as a tota surprise.  BellSouth and XO have partnered in
weekly contacts, as wedl as quaterly meetings. BelSouth and XO are having an
executive/quarterly meeting in April 2002.  Additiondly, these mestings include both
locd and access issues. BellSouth and XO aso worked on a task force to jointly resolve
issues related to ordering, maintenance, billing, etc.

Although US LEC has not had significant personnel changes, other issues can lead to a
grained relationship. In this case, the reaionship between the parties (BdlSouth and US
LEC) began to deteriorate when US LEC began improperly billing BellSouth millions of
dolars in reciprocd compensation that resulted in a complant being brought by
BdlSouth agangt US LEC a the North Cardlina Utilities Commisson. BelSouth
ultimately prevaled in the case, which resulted in ggnificant finenca ramifications for
USLEC.

Even though the relationship has been difficult, BelSouth and US LEC continue to have
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weekly operationa conference cdls, as wdl as joint quarterly service review meetings.
As with XO, these meetings include both loca and access issues. The previous account
manager worked with US LEC personnd to develop an action register that continues to
be used during the weekly cdls between BdlSouth and US LEC. BelSouth is open to
US LEC suggestions to improve and grow the working relationship with US LEC.

Anti-backdiding M easur es

In the Introduction and Summary (Section | of Sprint's Comments), Sprint raises the

proverbia 8271 “carrot” argument:

If the BOCs are allowed to enjoy the 8271 “ carrot” before local competition is fully
established, they will have little incentive to cooperate with competitive LECs
thereafter, unless they are subject to continuing regulation. . . . It would be far
preferable to withhold the 8271 “carrot” until local competition is sufficiently
entrenched that competitive forces can supplant the intensive regulation and
enforcement that otherwise would be required.
Fird, BdlSouth has shown throughout its filings that “locd competition is sufficiently
entrenched” in both Georgiaand Louisana
Further, besdes being legdly required to continue to meet its obligations to CLECs after
271 rdiegf is gratted, with BdlSouth's Sdf-Effectuating Enforcement Measurements
(“SEEM”) plan and remedies discussed throughout the Affidavits and Reply Affidavits in
this Docket as well as CC Docket No. 01-277, BelSouth demondrates that it currently
has significant incentive, both legd and financid, to ensure nondiscriminatory trestment
of CLECsin Georgiaand Louisana, both prior to and after 271 approval.
In 9109 of the VerizonRl Order, the Commission ligts severd key dements that it
condgders important and/or reviews in any performance remedy plan:  “totd liability at

rnsk in the plan; peformance measurement and sandards definitions, gStructure of the

plan; sdf-executing nature of remedies in the plan; data validation and audit procedures
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in the plan; and accounting requirements” In the above-mentioned Affidavits BelSouth
provides the detals of its SEEM and makes evident that the Plan exhibits the key
elements recently discussed by the Commission.

Moreover, both the GPSC and the LPSC have ordered the ongoing evauation of
BdlSouth's performance in the loca tdecommunications sarvice market. See [GPSC
(Georgia App. C, Tab 15) and LPSC 271 (App. C — Louisiana, Tab 23) Orders).

Additiondly, this Commisson will continue to have sgnificant regulaiory oversght after
271 approva has been granted to BellSouth. Section 271(d)(6) of the Act provides

specific measures for “enforcement of conditions” Subsection (A) states.

(A) Commission authority.—f at any time after the approval of an application under
paragraph (3), the Commission determines that a Bell operating company has ceased
to meet any of the conditions required for such approval, the Commission may, after
notice and opportunity for hearing—
i. issuean order to such company to correct the deficiency;
il. impose a penalty on such company pursuant to title V; or
iii. suspend or revoke such approval.

Findly, ard mog importantly, the marketplace will provide incentive for BelSouth not to
backdide after receiving 271 rdief. BdlSouth has invested millions of dollars and
dedicated thousands of employees to meet the requirements of the 1996 Act. The
“carot” mentioned by Sprint is much more than the entry into long digance. Setting
asde the lega requirements of Sections 251 and 252 and subsequent Orders of this
Commission that BdlSouth will continue to mest, it is the marketplace itsdf that is the
key driver to police BdlSouth's commitment. BedlSouth intends to be a full service
provider to its customers and to provide robust competition by providing the best services
avalable To medt that competitive god in the marketplace, BdlSouth cannot afford to
be placed in a podtion whereby some of its service or packages can be held in abeyance

due to falure of BdlSouth to meet its lawful requirements. Such uncertainty would place
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BdlSouth in the unenvidble postion of being a pat time competitor with incomplete
packages competing againg full time complete package players. The marketplace is not
likdy to place confidence in such a competitor, or wat on that competitor until it can
again offer afull package of services. BdlSouth cannot afford to et such an event occur.
Beginning on page 19 of its Supplementa Comments, Mpower dleges a need for anti-
backdiding measures.  Although Mpower proffers severd suggestions, it aso seems to
recognize that this 271 proceeding is not the appropriate forum for these measures, which
BdlSouth contends are not necessary, to be developed. Mpower makes no specific
dlegdions in its discusson tha warant a finding by this Commisson that BdlSouth's
entry into the long distance market is not in the public interest.

For the above reasons, the Commission should find that neither the dlegations made by
AT&T, Sprint, Mpower or US LEC/XO warrant a finding that BellSouth's gpplication for
271 relief in Georgiaand Louisanais not in the public interest.

Further affiants sayeth not.
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