Ernie Fletcher Lajuana S. Wilcher

Governor Secretary
Commonwealth of Kentucky

Environmental and Public Protection Cabinet
Public Service Commission
211 Sower Bivd.
P.O. Box 615
Frankfort, Kentucky 40602-0615
Telephone: (502) 564-3940
Fax: (502) 564-3460

January 27, 2004

PARTIES OF RECORD
Re: Case No. 2003-00379

Attached is a copy of the memorandum which is being filed in the record of the above-
referenced case. If you have any comments you would like to make regarding the
contents of the informal conference memorandum, please do so within five days of
receipt of this letter. If you have any questions, please contact Amy Dougherty at
502/564-3940, Extension 257.

Sincerely,

Mﬁ%

William H. Bowker
Deputy Executive Director

Attachments

EQUAL OPPORTUNITY M/F/D



Honorable Jonathon N. Amlung
Attorney at Law

1000 Republic Building

429 W. Muhammad Ali Boulevard
Louisville, KY 40202-2347

Honorable Douglas F. Brent
Attorney at Law

Stoll, Keenon & Park, LLP
2650 AEGON Center

400 West Market Street
Louisville, KY 40202

Honorable Ann Louise Cheuvront
Assistant Attorney General
1024 Capital Center Drive
Frankfort, KY 40601-8204

Amy L. Dickinson
Regulatory Analyst

PaeTec Communications, Inc.
One PaeTec Plaza

600 Willowbrook Office Park
Fairport, NY 14450

Honorable C. Kent Hatfield
Attorney at Law

Stoll, Keenon & Park, LLP
2650 AEGON Center

400 West Market Street
Louisville, KY 40202

Tony H. Key

Sprint Communications Company L.P.

Southeast Division
3065 Cumberland Blvd.
Mailstop GAATLD0602
Atlanta, GA 30339

April Liley

Reports & Tariff Analyst
OneStar Long Distance
7100 Eagle Crest Boulevard
Suite B

Evansville, IN 47715

Scott E. Beer

Director and Counsel

ICG Telecom Group, Inc.

180 Grand Avenue, Suite 450
Oakland, CA 94612

Robert A. Bye

Corporate Counsel

Cinergy Communications Company
8829 Bond Street

Overland Park, KS 66214

Cheryl Cook

Regulatory Assistant

Value-Added Communications, Inc.
1601 N. Collins Blvd.

Richardson, TX 75080

Karen Espenshade

Assistant

AT&T Broadband Phone of Kentucky
1500 Market Street

Philadelphia, PA 19102

Honorable Noelle M. Holladay
Attorney at Law

Wyatt, Tarrant & Combs, LLP
250 West Main Street

Suite 1600

Lexington, KY 40507-1746

Honorable Ann Jouett Kinney
Attorney

Cincinnati Bell Telephone Company
201 E. Fourth Street

P. O. Box 2301

Cincinnati, OH 45201-2301

Sam Maropis

SBC Telecom, Inc.
1010 N. St. Mary's
Room 13K

San Antonio, TX 78215
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Jayna Bell

Government & External Affairs
Covad Communications Company
1230 Peachtree Street, NE

19th Floor

Atlanta, GA 30309

Honorable Dorothy J. Chambers
General Counsel/Kentucky
BellSouth Telecommunications, Inc.
601 West Chestnut Street, Room 410
P. O. Box 32410

Louisville, KY 40232

Sonia C. Daniels

Docket Manager

AT&T Communications of the South
Central States

1200 Peachtree St., NE

Suite 8100

Atlanta, GA 30309

Charles Forst

Paralegal

360networks (USA) inc.

867 Coal Creek Circle, Suite 160
Louisville, CO 80027

Ms. Patsy Judd

Executive Director

Kentucky CATV Association, Inc.
P.O. Box 415

Burkesville, KY 42717-0415

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

Honorable Thomas B. McGurk
Attorney at Law

Womble, Carlyle, Sandridge & Rice
One Atlantic Center

1201 W. Peachtree Street, Suite 3500
Atlanta, GA 30309



James T. Meister
Megr.-State Govt. Affairs
Kentucky ALLTEL, Inc.

P. O. Box 1650

Lexington, KY 40588-1650

Diane L. Peters
Director-Regulatory Services
Global Crossing North American
Networks, Inc.

1080 Pittsford Victor Road
Pittsford, NY 14534

Honorable Martha M. Ross-Bain
Senior Attorney, Law & Gov't Affair
AT&T Communications of the South
Central States, LLC

1200 Peachtree Street, N.E.

Suite 8100

Atlanta, GA 30309

Patricia L. Rupich

Cincinnati Bell Telephone Company
201 East Fourth Street

P. O. Box 2301

Cincinnati, OH 45201-2301

Jennifer E. Sikes
Paralegal

1-800 RECONEX, Inc.
2500 Industrial Avenue
P.0O.Box 9

Hubbard, OR 97032-0009

Liz Thacker

SouthEast Telephone, Inc.
106 Power Drive

P.O. Box 1001

Pikeville, KY 41502-1001

Jack L. Weis

Kentucky Communications, LLC
4687 Catalpa Court

Burlington, KY 41005

Honorable Wanda G. Montano

Vice President, Regulatory & Industry Affairs
US LEC of North Carolina, LLC

Morrocroft HI

6801 Morrison Blvd.

Charlotte, NC 28211

Bob Priebe

Staff Manager

Kentucky ALLTEL, Inc.

P. O. Box 1650

Lexington, KY 40588-1650

Stephen B. Rowell

Sr. Vice President
Kentucky ALLTEL, Inc.

P. O. Box 1650

Lexington, KY 40588-1650

David J. Sered

Director-Regulatory Affairs

AT&T Broadband Phone of Kentucky
360 Interstate N. Parkway

Suite 600

Atlanta, GA 30339

Honorable Steven D. Strickland
Senior Counsel

SBC Telecom, Inc.

1010 N. St. Mary's

Room 13K

San Antonio, TX 78215

Honorable Henry Walker
Attorney at Law

Boult, Cummings, Conners
& Berry, PLC

P.O. Box 198062

414 Union Street, Suite 1600
Nashville, TN 37219

Kennard B. Woods

Senior Attorney

MClImetro Access Transmission Service
Law & Public Policy, 6 Concourse Pkw
Atlanta, GA 30328
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Honorable James H. Newberry, Jr.
Wyatt, Tarrant & Combs, LLP
250 West Main Street

Suite 1600

Lexington, KY 40507-1746

Mark Romito

Director - Government Relations
Cincinnati Bell Telephone Company
201 East Fourth Street

P. O. Box 2301

Cincinnati, OH 45201-2301

Peggy Rubino

Regional Vice President

Z-Tel Communications, Inc.

601 South Harbour Island Boulevard
Suite 220

Tampa, FL 33602

Garry L. Sharp

State Manager

AT&T Communications of the South
Central States

1200 Peachtree St.,, NE

Suite 8100

Atlanta, GA 30309

Michael Strobl

Director, Strategic Planning

Z-Tel Communications, Inc.

c/o Technologies Management, Inc.
P. O. Drawer 200

Winter Park, FL 32789

Honorable Charles Gene E. Watkins
Senior Counsel

Covad Communications Company
1230 Peachtree Street, NE

19th Floor

Atlanta, GA 30309



INTRA-AGENCY MEMORANDUM

KENTUCKY PUBLIC SERVICE COMMISSION

TO: Case File af{)\?
FROM: Amy E. Doudgherty, Staff Attorney

DATE: January 27, 2004

SUBJECT: Case No. 2003-00379; January 14, 2004 Informal Conference

On January 14, 2004, those persons whose names appear on the attached sign-
in sheet met at 10:00 a.m. in BellSouth’s offices at 601 West Chestnut Street, Louisville,
Kentucky, for an informal conference to address hot-cut issues. BellSouth presented a
talk entitled “BellSouth’s UNE-P to UNE-L Migration Process” by Ken Ainsworth. A
copy of this presentation is attached hereto. CompSouth then presented a talk given by
Mark Van de Water. A copy of this presentation is attached hereto. All present were
provided opportunities to ask questions.

After lunch, we proceeded to BellSouth’s offices at 526 Armory Place for a hot-
cut demonstration. Then the group moved to NewSouth at 620 South Third Street for a
viewing of the CLEC switch.

Representatives from NewSouth indicated that they would furnish the
Commission with information on the switch capacity and on the percentage of capacity
in use. Commission Staff hereby requests that this information be forwarded to the
Commission by no later than seven days from the receipt of this memo. Questions
regarding this matter may be forwarded to Amy Dougherty, Staff Attorney, at (502) 564-
3940 or aedougherty@Kky.gov.
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Structure of Presentation

- FCC concerns Wlth~-~-current mdwndual
hot cut process LA

CLEC concerns with current 1nd1v1dual
hot cut process

FCC concerns with current “batch”’
process

CLEC concerns with current “batch”
process

Other critical areas to be considered
Standard for review of hot cuts process
¢ FCC
¢ CLEC

Summary and Recommendation



FCC Concerns with current individual process

What did FCC say was wrong with the hot cut process?

" Thereisa Qractlcal limitation on how many manual
hot cuts an ILEC can perform

* Hot cuts often result in_provisioning delays

" Hot cuts can cause significant_service outages

® Poor hot cut performance causes customer
dissatisfaction with individual competitors and the
competitive process in general

" Hot cuts generally impose prohibitively high external
and internal costs on competitors

0O Hot cuts are labor intensive

O Hot cuts require the expenditure of substantial
ILEC and CLEC resources



FCC Concerns with current individual process

What is the CUSTOMER IMPACT of these deficiencies?

Coordmated cutovers prevent[] the competitive LEC from providing
service in a way that mass market customers have come to expect.”
Para. 466. (emphasm added) | |

“Service disruptions also w111 influence customer perceptions of
competitive LECs’ ability to provide quality service, and thus affect
competitive LECs’ ability to attract customers.” Para. 466. (emphasis
added)

“Most importantly, mass market customers generally demand reliable,
easy-to- operate service and trouble-free installation. . . . Accordingly,
we find the evidence in the record persuasive that the hot cut problem
would be particularly great for transferring existing mass market
customers in a cost-effective and operationally seamless manner.”
Para. 467. (emphasis added)

“...[Tlhere is a significant amount of churn, or movement, among
mass market customers. Mass market customers move freely from
carrier to carrier when they desire, and have come to expect the
ability to change local service providers in a seamless and rapid
manner.... The evidence in the record demonstrates that customer
churn exacerbates the operational and economic barriers to servin g
mass market customers.” Para. 471. (emphasis added)

“...we find that it is unlikely that incumbent LECs will be able to
provision hot cuts in sufficient volumes absent unbundled local circuit
switching in all markets.” Para. 468. (emphasis added)



FCC Concerns with current process
What was the FCC response to ILEC arguments?

ILEC Position

FCC Response--

Current “[W]e find that the issue is not how well the process works
_ currently with limited hot cut volumes, rather the issue identified by
erformance e o N

p the record identified is an inherent limitation in the number of
manual cut overs that can be performed, which poses a barrier to
entry that is likely to make entry into a market uneconomic.” Para.
469 (emphasis added)

ILEC Promises | “Wefind. . .incumbent LECs’ promises of future hot cut

of Performance | Performance insufficient to support a Commission finding that the

hot cut process does not impair the ability of a requesting carrier. ..
While incumbent LECs state that they have the capacity to meet any
reasonable foreseeable increase in demand for stand-alone loops that
might result from increased competitive LEC reliance on self-
provisioned switching, there is little other evidence in the record
to show that the incumbent LECs could efficiently and
seamlessly perform hot cuts on a going-forward basis for
competitors who submit large volumes of orders to switch
residential subscribers.” n. 1437 (emphasis added)

1 271 Approval

“[T]he Commission’s prior findings in section 271 orders do not
support a finding here that competitive carriers would not be
impaired if they were required to rely on the hot cut process to serve
all mass market customers. . . . [These orders examined the
adequacy of hot cuts at a time when competitive LECs were
principally using unbundled local circuit switching to compete for
mass market customers. . . . Here, we must consider the adequacy of
current hot cut practices for handling the volumes that would be
expected if competitive LECs were denied unbundled access to
unbundled local circuit switching - something that was by no
means “reasonably foreseeable” in the context of the section 271
orders. The section 271 orders thus tell us very little about a BOC’s
ability to provision large batches of cut overs in a timely and
reliable manner under these circumstances.” n.1435 (emphasis
added)




FCC Concerns with current process
What was FCC response to ILEC arguments?

" -

ILEC Position

FCC Response--

and penalties will
ensure
performance.

Current standards

“[In addition], because there generally are no
- performance intervals associated with these approaches,
incumbent LECs are not subject to financial penalties for
inadequate performance.” Para. 474 (emphasis added)

PSCs set TELRIC
hot cut prices

The FCC’s finding of national impairment is based on
evidence regarding the economic and operational barriers
caused by the cut over process, including the associated
non-recurring costs. Para. 459.

“Competitors seeking to use their own switches must
incur the costs associated with a hot cut, including both
the charges assessed by the incumbent LEC and their
own costs of managing and participating in the hot cut
process. . . . [T]he record evidence [also] indicates that the
non-recurring costs associated with cutting over large
volumes of loops would likely be prohibitively
expensive for a competitive carrier seeking to provide
service without the use of unbundled local circuit
switching.” Para. 470 (emphasis added)




CLEC concerns with current hot cut process

® Same as identified by FCC

® Additionally, CLECs are gravely concerned that any
manual hot cut process, individual or batch, is inadequate
for wide-scale mass market use:

Does not provide a seamless experience for the customer
Manual nature causes lack of scalability
Manual nature keeps costs prohibitively high

BellSouth’s substandard performance in returning timely
firm order confirmations.

BellSouth’s failure to provide a reliable schedule for
performance of hot cuts.

Erroneous disconnection and undue delay in reconnection.

BellSouth’s failure to notify consistently and timely that the
loop has been transferred to the CLEC (and is not
measured.)

The absence of performance measures that adequately
reflected the customer’s experience.

Cost
OSS problems



FCC concerns with current “batch” hot cut process

“Incumbent LECs argue that Frame Due Time (FDT) and project

managcd approaches offer sufficient efficiency...Project managed

cut overs involve the conversion of a number of lines at one time,
pursuant to provisioning requirements and intervals negotiated by
the incumbent and the competitive LEC. We find that these

approaches are not sufficiently developed or widespread enough
to adequately address the impairment created by the loop cut over

process.” Para. 474.



CLEC concerns with current “batch’ hot cut
process

® What batch hot cut process?
® More restrictive than individual hot cuts
® Itdoes not aliéw time specific cuts.
® No meaningful reduction in costs

® It does not allow after-business-hours cuts, which are
necessary to meet customers need to have uninterrupted
telephone service during business hours.

® TThere is no assurance that services requested to be
migrated on the same bulk order will in fact be worked on the
same day.

" There is no assurance that all of an individual customer’s
lines will be cut on the same day, creating customer
satisfaction issues.

® BellSouth is unwilling to commit to the number of lines or
customers it will provision per day.

" BellSouth’s process does not provide sufficient
safeguards, such as real-time communication between the
two companies during the conversion process, or a process
for timely service restoration in the event of a problem.

10



CLEC concerns with current “batch’ hot cut
process

According to BellSouth, the difference between its individual hot cut
process and its “batch” hot cut process is as follows:

" “Difference is that a larger number of lines are being
moved from the ILEC’s switch to a CLEC’s switch.

® Processes are the same, except that a Project Manager
works with the CLEC prior to the orders being issued to
negotiate due dates for the cuts and ensure that all the
necessary information is provided.”

Excerpt from presentation to the South Carolina Public Service
Commission

Lisa Brooks-BellSouth

October 23, 2003

At page 22 (emphasis added)

11



Other concerns crucial to hot cuts

Access to DSL providers

Elimination of UNE-P eliminates current method of line-
splitting '

Loop splitting creates operational and economic impairment, is

undefined, is likely to be manual, and has no method of
ordering cross connects on the MDF.

OSS Issues (examples)

BellSouth cannot electronically process (and threatens not to
process at all) orders in which one entity orders the loop and
directs that it be delivered to another entity’s collocation.

CLEC to CLEC ordering processes are manual, have no or
inefficient processes for interaction, and are not “batchable”.

UNE-L orders do not flow-through BellSouth’s OSS, creating
more delay and risk of error than that incurred for UNE-P.,

Potential negative impacts on E911, NPAC, provisioning,
repair, billing, and DL databases.

Handling of IDLC, DSL, and CLEC to CLEC migration
scenarios.

12



Other concerns crucial to hot cuts

Capacity Issues in Kentucky

UNE-P ANALOG LOOPS
06/03 10,612 2
07/03 11,415 3
08/03 9,600 2
Order Volume -
Migrations

What is the impact on--quality--capacity--cost to the CLEC

Of eliminating an electronic process that handles 10,000
migrations orders per month and moving that work to a
manual process that currently handles 2 migration orders
per month?

NOTE: COMPOSITION OF COMPETITIVE POTS LINES:

UNE-P 151,666 --91%
UNE-L L190 -- 1%
RESALE 13,185 -- 8%

November 2003 PMAP Reports

—Customer Trouble Report Rate
13



Other Crucial Issues

BellSouth non-recurring migration costs in Kentucky

Typeof | UNE- | SL-1 SL-1 with | SL-1with | SL-2with | SL-2
Charge | P o Coor- Coor. | Coor- with
{ dination | Time dination Coor.
Specific Time
Specific
Loop $46.66 $46.66 $46.66 $134.89 $134.89
NRC
Svc. $7.88 | $7.88 $7.88 $7.88 $7.88 $7.88
Order
“Transfer” | $.10
Charge
Order $9.00 $9.00 N/A N/A
Coor.
Time $23.01 $23.01
Specific
$7.98 | $54.54 $63.54 $86.55 $142.77 $165.78

14




Standards for review of hot cut process
FCC

“This review is necessary to ensure that customer loops can be

transferred from the incumbent LEC main distribution frame

to a competitive LEC collocation as promptly and efficiently as
incumbent LECs can transfer customers using unbundled local
circuit switching.” n. 1574.

“We have found that a seamless, low cost batch cut process for

switching mass market customers from one carrier to another is

necessary, at a minimum for carriers to compete effectively in
the mass market.”
Para. 487.

15



Standard for review of process

FCC

Did the FCC conclude that a batch hot cut process would solve

hot cut Qroblems"

“...the loop access barriers contained in the record may be
mitigated through the creation of a batch cut process ....” Para.
487

“After a batch cut process has been put into place, we expect
state commissions in subsequent reviews to reevaluate the
circumstances surrounding self provisioning, and expect that
states will begin to find requesting carriers are not impaired...*
Para. 502. (emphasis in the original)

“...even after such processes are implemented, competitive
carriers may face barriers associated with loop provisioning —
even problems arising from the newly improved hot cut
processes — which may continue to impair a requesting carrier’s

entry into the mass market.” Para. J 512.

16



Standard for review of process

CLEC

UNE-L migrations must be as quick, easy, cost effective, and able to
be implemented in the same volumes as UNE-P migrations and PIC

changes in order to adequately serve the mass market.

17



Summary of Situation and Recommendation

Summary

The FCC found that deficiencies in the hot cut process result in
operational smd economic Impalrment |

provisioning, collocation, and CLEC to CLEC cross connects cause
operational and economic impairment.

To address the hot cut deficiencies, the FCC directed State
Commissions to approve and implement a batch cut process, and
consider the implementation of rolling access to UNE-P.

- CLECG:s have experienced significant problems using BellSouth’s
~individual hot cut process.

AT&T tried twice, unsuccessfully, to develop a satisfactory batch hot
cut process with BellSouth.

BellSouth’s currently offered “batch” process is inadequate.

New and changed performance measures are required.

Both the batch and individual hot cut processes will remain intensely
manual, therefore are too expensive and not sufficiently scalable to

overcome impairment issues.

Elimination of bundled switching also raises other issues directly
related operational impairment:

--Ordering and provisioning of loops that is inferior to UNE-P.
--BellSouth specific problems with using wholesale switching.
--Impairment in ability to provide DSL 18



Summary of Situation and Recommendation

CompSouth’s Recommendation

process that can be devised by the Commission and the industry
for use in those limited circumstances that would otherwise
warrant the use of CLEC switching.

® Order the development of a plan to move to a non-discriminatory
electronic ordering and provisioning process to eliminate
operational and economic impairment.

® Continue to make UNE-P available until electronic processes
resulting from the Commission’s approved plan are available.
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