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1 (The aforenenti oned Authority

2 Conference canme on to be heard on Monday, July 10,

3 2006, beginning at approxinmately 1:00 p.m, before

4 Chai rman Sara Kyle, Director Eddi e Roberson, Director
5 Pat MIler, and Director Ron Jones. The following is
6 an excerpt of the proceedings that were had, to-wit:)
7

8 M5. DI LLON: Next we have Docket No.
9 06- 00093, Bel | South Tel ecommuni cations, Inc. AT&T
10 Inc.'s proposed nerger with Bell South Corporation

11 Consi der joint application.

12 CHAI RMAN KYLE: This matter came

13 before the Tennessee Regul atory Authority upon the

14 March 31st, 2006 joint filing of AT&T, Inc., Bell South
15 Corporation, and Bell South's certified Tennessee

16 subsi di ari es regardi ng change of control in this

17 docket. In the joint filing, AT&T, Inc., Bell South

18 Cor poration, and Bell South subsidiaries certificated to
19 provi de tel ecomruni cation services in the state of

20 Tennessee requests the Authority's approval of the

21 change of control of the parent conpany of the

22 Tennessee subsidiaries of Bell South Corporation to AT&T
23 as a result of an agreenent and plan of merger executed
24 by AT&T and Bel | Sout h Corporation on March 4, 2006.

25 Do ny fellow directors have conmments
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at this tine?

CHAI RMAN JONES: Chai rman Kyle, if
you're prepared to make a notion, | do have a notion.

CHAI RMAN KYLE: Fine. | do. [I'll
just go ahead and put mne on the record.

The joint filing and the testinony
gi ven during the recent hearing on this nerger
presented many interesting issues to consider. As a
director of the Tennessee Regulatory Authority, | rmust
wei gh the evidence while being mndful of the
Authority's responsibilities to promote the public
interest and facilitate a nore conpetitive environment
by ensuring that Tennesseans have the opportunity to
choose anmobng many tel econmuni cati ons providers that
will offer consumers and busi nesses both high quality
service and the latest in technol ogical advancenents.

After careful consideration of the
evi dence presented by the parties in this proceeding
and contained in the record, | believe this transaction
will serve the public interest, will enhance
conpetition in comrmuni cations service markets, and
should result in a stronger, nore effective responsive
and i nnovative conpany better able to nmeet the needs of
Tennessee consumers.

Wth those thoughts in mnd, | have

reviewed the testinony offered in this case and have
cone to the conclusion that this change of

control /merger of AT&T and Bell South will indeed bring
many benefits to the state of Tennessee and its
citizens. Certainly, as evidenced by the w tnesses,
these two conpani es have the nmanagerial, technical, and
financial capabilities to provide tel ecommunication
services at the highest levels in Tennessee.

The intervenors in this docket have
asked the Authority to i npose nany conditions upon the
merger. After careful review, | do not believe that
any conditions are warranted. | do not see a
connection between the conditions the intervenors seek
to have the Authority inpose upon the nerger and the
resulting benefit to the consuner or conpetition.

did not find any conpelling evidence that this nerger
wi |l harm conpetition in any way.

I am al ways deeply concerned when any
proposed nerger could potentially result in the |oss of
jobs in Tennessee. However, after carefu
consi deration and review of the record in this docket,
| believe that the likelihood of any job | osses
directly affecting Bell South enpl oyees in Tennessee is
mnimal. | believe the new entity has high
expectations for both business growh and enpl oynent
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growmh in the future. Wtnesses for the nerger, while
recogni zing the risks inherent in today's
t el ecommuni cati ons market pl ace, certainly have clear
vi sions of a conpany needi ng nore enpl oyees to help
forge the way into new fields of video and data.

Based on the record and the facts in

this docket, | find the joint filing is conpliant with
requi renents of Tennessee Code Annotated Section
65-4-113. | amof the opinion that the approval of

this nmerger/change of control is in the public interest
and shoul d be approved with no conditions contingent
only upon approval by the FCC and the Departnent of
Justice. | so nove.

And | also nove that the applicants be
required to file with the Authority any docunentation
fromthe FCC or the Departnent of Justice regarding
subsequent action on the nerger and/or change of
control. So nove.

CHAI RMAN JONES: | have a different
outcome. But first 1'd like to summarize exactly what
it is that | evaluated in this docket.

The first point that has to be
recogni zed is that AT&T's proposed nerger with
Bel |l South is a very, very big and very conpl ex
transaction worth billions of dollars with many, many

novi ng parts and consi derations. Accordingly, severa
federal agencies will commit a depth of resources in
considering this merger request. |In Tennessee,

however, notw thstandi ng the sheer magnitude of the
proposed transaction, my evaluation is necessarily very
Tennessee centric, very Tennessee specific.

What that neans is an attenpt to
answer at a mninmumthe questions: |s the proposed
nmer ger good for Tennesseans? WII| Tennesseans be
better off postnerger, worse off postmerger, or the
same postmerger as they were premerger? WIIl the |eve
or bal ance of technol ogical and conpetitive affluence
in Tennessee that has been painstakingly devel oped over
the last ten years or so becone jeopardi zed by the
proposed nerger or will they thrive? These are the
guestions to be answered.

But, first, with respect to the
question of jurisdiction, it is ny opinion that the
Aut hority has jurisdiction over this transaction
pursuant to Tennessee Code Annotated Section 65-4-113.
This section requires approval before a certificated
entity such as Bell South Tel ecommuni cati ons, Inc. may
transfer all or any part of its authority to provide
service often referred to as a CCN to any corporation.
The Bel | South conpani es contend that this transaction
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does not include a transfer of a regulated utility CCN
| di sagree.

In the sinplest case, Section 65-4-113
requires approval of transactions through which the
certificated entity relinquishes its right to provide
services and hands over its CCN to another entity. In
a conplex transfer as we have here, the certificated
entity's ownership changes. |In this case, the
certificated entity continues to provide service and
continues to be the named hol der of the CCN, but the
transaction requires approval because the change of
ownership of the certificated entity results in a
transfer of the CCN to the new owner.

Thus, in the case before us, although
Bel | Sout h Tel ecommuni cations, Inc. and Bell South Long

Di stance, Inc. will remain the naned certificated
entities and will continue to provide service, contro
over the CCNs will be transferred at |east to sone

degree to AT&T, Inc., the proposed new owner.
Therefore, approval is required.

Turning to the analysis of the
transfer under Section 65-4-113, | nust consider three
factors: First, the suitability, financia
responsi bility, and capability of AT&T, Inc. Second,
the benefit to the consunming public. And, third, the

furtherance of the public interest.

The record establishes that AT&T, Inc.
is capable of controlling and is suited to control the
CCNs of the Bell South Tennessee certificated entities.
AT&T, Inc. currently controls four other entities
certificated in Tennessee to provide tel ecommunications
services. Further, AT&T has the financial nmeans to act
as the parent of the Bell South Tennessee certificated
entities.

Consi deration of the benefits of the

transaction to the consunming public is next. | view
this consideration very narrowy and without regard to
any potential harmto consunmers as | will discuss that

aspect of this case later in ny conments. AT&T, Inc.
and the Bell South conpani es adamantly maintain that the
benefits to consuners will be great. Accordingly,

t hrough these conpani es, consunmers will receive nore
effective disaster recovery efforts and enhanced
wireline, wireless, and video services through the
research efforts of AT&T labs in the integration of the
conpani es' networks and operations.

I nmust conclude fromthe evidence that
the proposed nerger can likely result in such benefits
to the consuming public. This agency has on numerous
occasi ons recogni zed the advant ages created through the
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combi ni ng of compani es' resources.

The questi on now beconmes whet her the
proposed nmerger is injurious or harnful to the
consuners such that disapproval of the transfer or the
i mposition of conditions is justified. The question
| eads to the final consideration: Public interest.

In 1995, the Tennessee Cenera
Assenbly defined the termpublic interest in my opinion
t hrough the declaration of the tel ecomrunications
services policy in Tennessee Code Annotated Section
65-4-123. In that statute, the CGeneral Assenbly
instructed this agency, quote, To foster the
devel opnent of an efficient, technol ogically-advanced
st at ewi de system of tel ecommuni cati ons services by
permtting conpetition in all telecommunications
services nmarkets, end quote.

The CGeneral Assenbly further acclai ned
in this statute that our regul ation, quote, Shal
protect the interests of consuners w thout unreasonabl e
prej udi ce or di sadvantage to any tel ecommuni cations
servi ce provider, end quote.

Thus, an action is in the public
interest for the purposes of tel ecommunications in
Tennessee if the action at a m ninum permts
conpetition, protects consuner interests, and does not

unr easonabl y di sadvant age any tel ecomruni cati ons
service providers. Wth this standard in mnd, |
eval uated the record in this case

CLECs argue that the nmerger will
adversely affect conpetition for business custoners and
t hereby adversely affect the service provided to those
custoners. The CLECs contend that the nmerged entity
will inmediately acquire a market share of sufficient
size to allow it to force conpetitors out of the
busi ness markets in Tennessee.

The CWA, AFL-CI O contends that job
| oss and technical operation closures could harm
service quality. It is nmy opinion that while these
argunents rai se substantial concerns, they al one do not
support deni al of approval of the transfer of Bell South
certificated entity CCNs to AT&T, Inc. The argunents
do, however, cause nme to evaluate whether a need exists
to inpose conditions on the transfer

Bel | South asserts that conditions
shoul d only be used to address concrete harns that are

a direct result of the merger. It is ny opinion that
such a standard is far too rigid and fails to allow the
flexibility necessary for this agency to fulfill its

obligation to pronmpte an environnent that fosters and
sustains conpetition. |f Bell South's standards were
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adopted, it is likely, if not certain, that conditions
could never be justified under any circunstances.

AT&T, Inc. and the Bell South conpani es
rely on studies and statistics used in simlar nerger
dockets along with the testinony of Dr. Aron to
establish that conpetition, particularly business
mar ket conpetition, will not be adversely affected.
This evidence is conpelling, but it does not address
t he market dom nance and resources that the nmerged
entities will immediately attain as a result of the
transfer.

The intervenors were conpelling in ny
opinion in their testinony that they potentially could
experience di sadvantage and that no nmatter what the
nature of conpetition in a particular Tennessee market,
the transfer will nake it nore difficult postnerger for
a conpetitor to access that nmarket.

In ny opinion, Tennessee statute, the
decl aration of tel ecomunications policy, inposes an
affirmative obligation to ensure that providers and
consuners alike suffer no direct, indirect, or
col |l ateral disadvantage. Traditionally, conpetitors in
Tennessee are entitled to the sanme support as are
provi ders who are technologically differentiated.

It is only through the inposition of

saf eguards on access to the last nile and other
i ncunbent controlled facilities that the current
envi ronnment which | have concl uded encour ages
conpetition without regard to technology will flourish.
Mor eover, the inposition of conditions to approval will
not hanper the nerged entities' freedomto provide
consuners the benefits set forth as a justification for
this agency's approval of the transfer. In fact, past
meganer ger conditions invol ving AT&T have not danpened
t he approval process but have sought to strengthen the
conpetitive environment and consistent with the state
of Tennessee's decl aration of tel ecomuni cations policy
will in my opinion do so here.

As to the argunents of the CWA,
AFL-CIO | agree with the proposition that |ost jobs
and operational closures can degrade the quality of
service received by custoners. However, |'munable to
find based on the record here that such a degradation
will or is likely to happen as a result of the merger.
The record is unclear as to the number of jobs that
will be lost in Tennessee or operations that will be
closed. Until further information which is in the
hands of AT&T, Inc. is received, necessary conditions,
if any, addressing this issue cannot be crafted.

Further, without this additiona
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information, it cannot be determ ned that the
Aut hority's service quality rules alone afford
consuners sufficient protection. Thus, it is ny
opinion that this issue be developed nmore fully in
future proceedings.

Based on the foregoing, it is ny
opi nion that the transfer should be approved pursuant
to Tennessee Code Annotated Section 65-4-113 conti ngent
upon approval by the Federal Communications Comm ssion
and conpletion of the investigative processes of the
Department of Justice and Federal Trade Conmi ssion, but
that conditions should be placed on the incunbent to
ensure the continuation of quality service and an
environnent that permts the |level of conpetition that
Tennessee has enjoyed over the past ten years. It is
further ny opinion that the Authority should defer any
deci si on establishing conditions until this transaction
i s addressed by federal agencies.

In a 1930 speech, former President
Her bert Hoover said that, quote, Conpetition is not
only the basis of protection to the consuner but is the
incentive to progress, end quote. Wth his statenent,
| agree. It is nmy hope that whatever the decision of
the panel today that the result is a marketplace of
t echnol ogi cal | y-advanced options for all types of

consuners be they whol esal e providers, retail, business
consumers, or residential subscribers. This is a
result mandated by the tel ecommuni cati ons services
policy of our state. | so npve.

DI RECTOR M LLER: Based on the
representati ons nade by Bell South and AT&T in this
record, |'ve concluded that the nerger has potentia
for inproving broadband depl oynment into rural areas of
our state by bringing to bear new technol ogies that are
not currently available to those custoners. | also
think there's a potential for video services -- the
i ntroduction of video services into this marketplace by
the merged conpany that offers the potential for
conpetition in the video nmarket area that doesn't exist
today and would greatly benefit the consuners of the
state of Tennessee.

However, | have a hefty skeptici sm of
that deploynment. When | was in third grade -- | think
that's about 1966 -- | went on a tour of a loca

Western Electric plant and the centerpi ece of that tour
was a preview of new AT&T technol ogy to provide video
services. Well, ny son graduated fromthird grade | ast
year and that technol ogy hasn't been rolled out yet.
But based on the testinony in the
record and the new technol ogy avail abl e t hrough AT&T, |
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think that it would greatly serve the citizens of
Tennessee to have that technol ogy available and in the
mar ket pl ace in Tennessee. | think that is -- will cone
in the new future hopefully before ny son's son
graduates fromthird grade.

And | think that depl oynent will
require an increase in the need for enpl oyees by
AT&T/ Bel | South. | think that very much is in the
public interest especially to the citizens of the state
of Tennessee.

Finally -- well, first of all, | want
to address the conditions as set out by the intervening
parties. | find that there are adequate existing

safeguards in place today to protect the interests of
the conpetitors that are within our jurisdiction

And, finally, the Attorney General's
Consuner Advocate Division's lack of participation in
this docket | think speaks volunes. It denonstrates
that they have little concern for the potential harm of
consumers of the state of Tennessee. And | agree with
t hat concl usi on.

Therefore, | second Chairman Kyle's
notion and vote aye because, based on the record,
believe this nerger neets all the statutory
requirenents and is in the public interest of al

Tennessee consurmers.
CHAI RMAN KYLE: Thank you.

(Concl usi on of exerpt.)
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REPORTER' S CERTI FI CATE

STATE OF TENNESSEE )
COUNTY OF DAVI DSON )

I, Teri A. Canpbell, Registered
Pr of essi onal Reporter, Certified Court Reporter, and
Notary Public for the State of Tennessee, hereby
certify that | reported the foregoing proceedi ngs at
the tinme and place set forth in the caption thereof;
that the proceedi ngs were stenographically reported by
me; and that the foregoing proceedi ngs constitute a
true and correct transcript of said proceedings to the
best of ny ability.

| FURTHER CERTIFY that | amnot related to
any of the parties nanmed herein, nor their counsel, and
have no interest, financial or otherwise, in the
out come or events of this action.

IN WTNESS WHEREOF, | have hereunto
affixed my official signature and seal of office this
11th day of July, 2006.

TERI A. CAMPBELL,

REGQ STERED PROFESSI ONAL
REPORTER, CERTI FI ED COURT
REPORTER, AND NOTARY PUBLI C
FOR THE STATE OF TENNESSEE

My Conmi ssion Expires:
July 19, 2008



