Legal Department
NANCY B. WHITE
General Attorney

BellSouth Telecommunications, Inc.
150 Scuth Monroe Street
Room 40¢

Tallahassee, Florida 32301
(404)335-0710

October 7, 1996

Mrs. Blanca S. Bayo

Director, Division of Records and Reporting
Florida Public Service Commiggion

2540 Shumard Oak Boulevard

Tallahassee, Florida 32399

RE:

Dear Mrs. Bayo:

Enclosed are an original and fifteen copies of BellSouth
Telecommunications, Inc.’s Response and Opposition to MCI's
Motion for Reconsideration of Prehearing Officer’s Ruling
Striking Issue 9 As It Relates to MCI and Request for Oral

Argument. Please file these documents in the captioned docket.

A copy of this letter is enclosed. Please mark it to
indicate that the original was filed and return the copy to me.

Copies have been served on the parties shown on the attached
Certificate of Service.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 8

In re: Petitions by AT&T
Communications of the Southern
States, Inc., MCI
Telecommunications Corporation,
MCI Metro Access Transmission
Services, Inc., American
Communications Services, Inc.
and American Communications

)

)

) Docket No. 960833-TP

)

)

)

)

)
Services of Jacksonville, Inc. ) Docket No. 960816-TP

)

)

)

)

)

)

)

Docket No. 960846-TP

for arbitration of certain terms
and conditions of a proposed
agreement with BellSouth
Telecommunications, Inc.
concerning interconnection and
resale under the
Telecommunicationg Act of 1996

Filed: October 7, 1996

BELLSOUTH TELECOMMUNICATIONS, INC.’S
RESPONSE AND OPPOSITION TO MCI‘S MOTION
FOR RECONSIDERATION OF PREHEARING OFFICER’S RULING
STRIKING ISSUE 9 AS IT RELATES TO
MCI AND REQUEST FOR ORAL ARGUMENT

BellScuth Telecommunications, Inc. (“BellScouth”) pursuant to
Rule 25-22.0376, Florida Administrative Code, hereby files its
Response and Opposition of MCI Telecommunications Corporation and
MCI Metro Access Transmission Services, Inc.’s (“"MCI”) Motion for
Reconsideration of the Prehearing Officer’s Ruling Striking Issue
9 as to MCI. BellSouth requests that the Commission deny the
MCI‘’s Motion for the following reasons:

1. In its Petition for Arbitration in this docket, MCI
submitted a number of inappropriate issues for arbitration. At
the Issue Identification workshops, BellSouth objected to the
inclusion of these issues and asked the Prehearing Officer to

sustain the objection. ©On October 3, 1996, the Prehearing
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Officer excluded from arbitration Issues 8, 9, 22, and 27 as they
related to MCI. MCI now seeks reconsideration by the full
Commission of the Prehearing Officer’s ruling as to Issue 9
only.' Issue 9 concerns the compensation mechanism for the
exchange of local traffic.

2. In order to satisfy the standard for reconsideration,
a motion must bring to the Commission’s attention some matter of
law or fact that the Prehearing Officer failed to consider or
overlooked in its prior decisgion. DRiamond Cab Co, of Miami v.
King, 146 So.2d 889 (Fla. 1962). this, MCI cannot do. MCI’'s
Motion is simply a reargument of its previous positions. MCI,
instead, seeks a de novo review of the Prehearing Officer’s
ruling. A de novo review is simply not appropriate in these
circumstances.

3. In Order No. PSC-93-0812-FOF-TL, issued on May 26,
1993, the Commission specifically held that the “standard to be
applied by the Commission when reviewing a Prehearing Officer’'s
order is the same as that applied for any other matter on
reconeideration: Has the Prehearing COfficer failed to consider
some matter or made any mistake of fact or law.” This holding

was reinforced in 1995 when the Commission proposed Rule 25-

' MCI has elected not to seek reconsideration of the other listed
issues. MCI states that it does not waive its right to seek review of
the ruling as te these other issues. MCI has so waived that right.
Failure of MCI to file a timely motion for reconsideration constitutes
waiver of the right to do so. Rule 25-22.0376(3), Florida
Administrative Code.



22.0376 in order to “give parties only one opportunity to seek
reconsideration of a prehearing officer’s order and to clarify
that the review standard is reconsideration and not de novo.
{Order No. PSC-95-0818-NOR-PU, issued on July 6, 1995)., thus,
MCI’s request for de novo review is inappropriate.

4. MCI has added nothing new to its arguments in its
Motion for Reconsideration. Indeed, MCI‘g Motion is merely a
copy of its original argument to the Prehearing Officer and
should be rejected. MCI has not met the standard for
reconsideration.

5. To assist the Commission, BellScuth attaches hereto,

as Exhibit A, its letter brief filed with the Prehearing Officer

on September 12, 1996 setting for BellSouth’s position and

objection to the inclusion of Issue 9 as a matter for arbitration

as to MCI. BellSouth sees nothing new in MCI's motion which
needs to be addressed.

6. With regard to oral argument, BellSouth notes that
Rule 25-22.0376(5), Florida Administrative Code, provides that
oral argument “may be granted at the discretion of the

Commission.” Although BellSouth believes that oral argument is

not necessary in this instance, BellSouth will be prepared to do

so if the Commission so desires.
WHEREFORE, BellSouth respectfully requests that the

Commission deny MCI’s Motion for Reconsideration.
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Regpectfully submitted this 7th day of October, 1996.

BELLSOUTH TELECOMMUNICATIONS, INC.

y)
ROBEﬁ%ATTY J‘Mﬁ’

J. PHILLIP CARVER

c¢/o Nancy Sims

150 South Monroe Street, #400
Tallahassee, Florida 32301
(305)347-5555

Wihaad EH b1 4

WILLIAM J. ELLENBERG II ‘
NANCY B. WHITE

675 West Peachtree Street, #4300
Atlanta, Georgia 30375
(404)335-0710




CERTIFICATE OF SERVICE

DOCKET NO.

960833-TP

DOCKET NO. 960846-TP

I HEREBY CERTIFY that a true and correct copy of the foregoing was

served via Federal Express
following:

Tracy Hatch

ATST Communications of the
Southern States, Inc.

101 Nerth Monroe Street
Suite 700

Tallahassee, FL 32301
{904)425-6364
{904)425-6343 (fax)

Donna Canzano

Florida Public Service
Commiggion

2540 Shumard Oak Boulevard

Tallahassee, FL 32399

(904)413-6204

Robin D. Dunson, Esq.
1200 Peachtree Street, NE
Promenade I, Room 4038
Atlanta, GA 30309
(404)810-8689

Mark A. Logan, Esg.

Brian D. Ballard, Esqg.
Bryant, Miller & Olive, P.A.
201 S. Monroe Street
Tallahassee, FL 32301
(904)222-8611

Richard D. Melson, Esq.
Hopping Green Sams & Smith
123 South Calhoun Street
Tallahassee, FL 32314
(904)222-7500

@A,Mw

this

7th day of October,

1996 to the

o

[
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CERTIFICATE OF SERVICE
DOCKET NO. 960916-TP

I HEREBY CERTIFY that a true and correct copy of the foregoing
was served by Federal Express this 7th day of October, 1996 to the
following:

Staff Counsel

Florida Public Sexrvice
Commission

2540 Shumard Oak Boulevard

Tallahassee, FL 32399

Floyd R. Self, Esqg.

Norman H. Horton, Jr., Esg.

Messer, Caparellc. Madsen,
Goldman & Metz, P.A.

215 South Monroe Street

Suite 701

Tallahassee, FL 32302-1876

(904) 222-0720

Brad Mutschelknaus

Kelley Drye & Warren, L.L.P.
Suite 500

1200 19th Street, N.W.
Washington, D.C. 20036

@W )
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Exbibit A

Legel Sspertment

SANCY 8§, YR
Caneral Attornay

Bol lSouch Tetecommmications, Inec.
150 South mamros Strest

Room 400

Tallahmazew, Florids 32301

1404) 33§-071Q

September 12, 1996

Mrs., Blanca $§. Bayg

Director, Division of Records and Reparting
Florida Public Service Commission

2540 Shumard Oak Blvd.

Batty Easgley Conference Center, Rm. 110
Tallahasgee, FL 32399-0850

RE: Docket No. 960846-TR
Dear Mrs. Bayéd:

Pursuant to Staff's request ax the Issue I. D, Conference
held on Septembexr 9, 1996, in ths above captioned matter, the
following is BellSouth's posgition <oncerning MCI'a right to
arbitrate certain issueg in Florida due to the existence ¢f the
Partial Agreement beétween BellSouth and MCI effective May 1S5,
1996. Specifically, that Agreement covers interconnection issues,
interim number portability rates, and some unbundled elementa, To
the excent an issue is included in that Agreement, BellSouth does
not believe the issue can be arbhitrated. Additionally, MCI
proposes to arbitrate certain issues related to recent FCC Orders,
Ag explained further below, Chese issues are not subject to this
arbitracion proceeding.

Isgueg Govered Py Partial Agrgement
what are the appropriate txunking arrangemeants
becwaen MCI and BellScuth for local interconnectioen?

What should ke the compensation mechanism for the
exchange of .local traffic between MCI and BellSouth?

Wwhat are appropriate general contractual terms and
conditions that should govern the arbitration agreement
{a.g. resolution of disputes, performance requiremants,
and treatment of confidential information)?




What are the appropriate arrangements to provide
MCI nondigeriminatory access to white and yellow page
direcqtory ligcings? (MCI only) Agreemant with BADCO.

What should be the cast recovery mechanism for
remote call forwarding (RCF) used to provida interim

local number portability in light of the FCC's recent
order?

What terms and conditions should apply to the
provision of local interconnecticn by BellSouth ta MCI?

What are the appropriate rates, terms and
conditions for access to code aggsiguments and other
numbering resources?

In understending BellSouth's view on these iLssues, a briaf
background discussion is appropriate. 'BellSouth, beginning even
before the passage of tha Talecommunications Act of 1996 (the
“Act”), has negotiated with moxe than thirty carriers. With the
passage Of the Act, all such negotiations have been under Sactions
251 and 252 of the Act, as this is the only basis for negotiating
interconnection, unrbundling and resale matter. BellSouth has
negotiated twenty (20) agreementa using this procedures, including
the Partial Agreement with MCI, and most recently a Partial
Agreement witcth MFS. There hasa been no confusion, up to now,
concerning the basis of any of these agreements. By simple
example, on August 27, 1996, BallfSouth and MFS signed a Paxtial
agreement and MFS withdrew from arbitration all the issues covered
by that Agreemant. This was done even before the Commission had
approved such an agreement. There wag no issue or debate that
once the issue was covered under the Agreement, it was no longer
subject to arbitration.

BellScuth assumes that Section II B ¢f the Agreemant is the
basis for MCI's belief that it can arbitrate these issues because
in other submissions MCI has excluded issues for which it has
requested arbitration in Florida. For example, as illustrated in
MCI's Petition for Arbitration in North Carolina, specific issues
are excluded. (See Exhibit 1, pages 5 and 6 from MCI's Petition
for Arbitration filed in North Carolina on August 23, 1996). The
intent of Section IIB was not Lo allow for arbitration of agreed
upon issues. At the time of these negotiations, beth Florida and
Tennessee had state proceedings underway dealing with the ‘
interconnection and unbundling issues. MCI wished to retain its
rights to continue to participate in such proceedings and Section
IIB allowed such participation in Florida and Tennessee. It was
also apparent, at thac time, chat MCI would likely seek _
arbitration in four or five BellSouth states, i.e., the provisicns
of this Section were intended to deal with the circumstances in
Florida and Tennessee, circumstances that were unique at the time.

In further support of BellSouth’a intentions, it is clear
from the Partial Agreement itself that BellSouth’s negotiations

T e
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were under the Act. MCI had even suggastad negetiating some type
of agrsement cutsaide che scope of the Act and BellSouth declined
this suggestion. Furcher, in confermance with the Agreement, as
staced in the sixth “Whereas” statement in.the Agreement, it hasg
been submitted to the Florida Public Service Commission under the
authority of Section 252 and under the criteria for veoluntary
agreemants in the Act. The cnly baais for suc¢h a submisaion and
the Commisaion’'s subsequent approval is an agreement negotiated
under the procedures of the Act. Exhibic 2, attached hereto, is
the transmittal letter for the Agreement, specifically stating the
Agreement ig filed under Section 252 of the Act. It {s also
equally clear that issues resolved through veluntary negotiation
are not subject to arbitration, i.e., arbitration is limited to
thege issues that cannot be negotiated. To do otherwise would
simply make a mockexy of the negotiations and waste the time of
all the involved partiea.

Indeed, MCI's own documentation would seem to lead to the
game conclusion. For example, MCI has decumented its own
requirements in great detail. An example of MCI's own summary of
its requirements is attached, asg Exhibit 3. (Appendix 8 - MCI
Requirements Response). As is indicated quite clearly, several
interconnection items are shown as °Agreed based on existing
agreement.” Based on what appears to be clear and
incontrovertibhle facts, those issues included in the already
signed Partial Agreement are not subject to arbitration and should
be deleted from the issues list,

What should be the cost recovery mechanism for
remote call forwarding (RCF) used to provide interim
local number portability in light of the FCC's recent
Qrdex?

What intrastate access charxges, if any, should be
collected on a transitional basis from carriers whe
purchase BellSouth's unbundled local switching element?
How long should any transitional pericd last?

What are the appropriate ratea, terms and
conditions related to the implementation of dialing
parity for local traffic?

In addition, te excluding already agreed upon issuas from
the proceeding, the issues listad above are not appropriate for
arbitration. MCI requesta arbitration of three issues that are
directly related to recent PFCC Qrder, i.e., COSt Yrecovery for
interim number portability, cost recovery for implementing local
dialing paricy and the application of intrastate access charges.
While clearly there is no question that these are significant
issues, they are not appropriate for arbitration. In large
measure thesa items ware not the subject of negotiations because
the FCC's Orders have been only recently released. More
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siinificannly. howaver, all of these issues will impact carrliers
well beyond Chose that are partiesg to this proceeding. For
axample, the FCC's Order and Second Report concerning dialing
parity isaued on August 8, 1996, in Docket No. 96-98, states
that cast recovery ghould be accomplished in the same manner as
for incterim number portabkility. To the extent a state will
resolve these issuea, it needs t¢o be accomplished through a
generic proceeding. This approach is not new to Florida and has
bean usad successfully in the past. In fact, there is already a
docket open on the issue of interim number portability, Docket
No. 950737-TP., For these reasons, the above ligted issues
should be delsted from the iggue list. :

staff also requested that MCI and BellSouth digcuss whather
the Florida Public Service Commission has the authority to
interprat the Agreement between MCI and BellSouth. Section XI of
the Agresment specifically states that any dispute that arises
as ta the interpretation or iwplementation of the Agreement may
be brought befores the appropriate State Commissiaen.

In summary, it is clear from the intent of the Act that
arbitration is to be selective, i.e., for igsues that the two
parties cannot successfully negotiate. Aag such, the issues
digcussed above and proposed by MCI should be dismissed from the
arbitracion proceeding.

Sincerely,

sy WE,,

cc: All Parties of Record (fax)
Donna Canzano (By hand)
Charles Raywinkle (By hand)
Commissioner Terry Deason (By handl

Enclosures

raei




CERTIFICATE OF SERVICE
DOCKET NQ. 260832-TP
DOCKET NO. 960846-TP

I HEREEY CERTIFY that a true and correct copy of the foregoing
was served via Federal Express this 12th day of Septembar, 1956 ro
the following:

Tracy Hatoh

AT&T Communications of the
Southern States, Inc.

101 North Monroe Street
Suite 700

Tallahassee, FL 32301
(904)425-6364
(904)425-6343 (fax)

Donna Canzano

Florida Public Service
Commisgion

2540 Shumard Oak Boulevard

Tallahassee, FL 132399

{904)413-6204

Robin D. Dunson, Esq.
1200 Peachtreoe Streeat, NE
Promenade I, Room 4038
Atlanta, GA 30309
{(404)810-86£89

Mark A. Logan, Esq.

Brian D. Ballard, Esd.
Bryant, Miller & Olive, P.A.
201 §. Monroe Street
Tallahaseee, FL 32301
{904)222-8611

Richard D, Melson, Eaq.
Hopping Green Sams & Smith
123 South Calhoun Styoet
Tallahassee, FL 32314
(904)222-~7500

/\/m;},é ﬂfwﬁw




EXBIBIT |

DOCKET NO. P-141, Sub 29

BEFORE THE NORTH CAROLINA UTILSTIES COMMISSION

In the Maner of:

Petition of MCI Telesonununjcadons )

Corporazion for Arbitration of ) MCI TELECOMMUNICATIONS
Inter¢onnection with BellSouh ) CORPORATION'S PETITION
Telecommunications. Inc., Pursuang to the ) FOR ARBITRATION
Telecommunications Act of 1998 )

MCI'S PETITION FOR ARBITRATION
UNDER THE TELECOMMUNICATIONS ACT OF 1996

MCI Telscommunications Cotporatios (MCIT), individually and on behalf of its'
«ffiliates, including MCImetre Access Transmission Scrvices, Ine. (MGClmetro) (collecﬁluly
*MCI™) hereby petitions the North Carolina Public Servica Commission (Commission) to
arbitrate, pursuant to Section 252(b) of the Telecommunications Act of 1996 (Act).' certain
terms and conditions of 2 proposed agreement between MC1 and BellSouth Telecommunications.
Inc. (BellSauth).

FARTIES )

1. Petitioner's full name and its official business address for its North Carolina
operafions are:

MCI Telerommunicatons Corporation
Syie 700

780 Johnsonr Farty Road
Atlanta, GA 30342

* Throughout this Pequan. references 1o sectians of the Act refer w the Cammunications Act of
1934 (47 U 5.C 151 er seq.) as amended by the Telecommunications Act of 1994,

e
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2. MCIT holds 3 canificate from the Commission as an intersxchange carrier (IXC),
MClmetro holds cortificates a3 & Compatitive Arccia Provider (CAP) and a Competing Local
Provider (CAP). MCIT and MCImeao are both “teicsommunicadons carriers® and “locaj
exchange carriers” under the terms of the Act.

3 The names ardd addresses of MCT's representatives in diis pmmdiug.m:

Ralgh McDonald
Balley & Dixon, L.L.P.
2500 Two Hannover Square
Post Office Box 1351
Raileigh. NC 27602
and
Marsha A. Ward | N
MCI Tslecommunisations Corporation
Suite 700

780 Johnson Ferry Road
Atlama, GA 20342

4, BellSouth Telesomumunications, Ins. (Bell3outh) is a corperadon organized and
formed under the laws of the Stase of CGeorgia, having an office m 675 Wext Peachtree Stureet,
Adanta, Qeorgia 30375, BellSouth provides local oxchange and other services within its
franchised ercas in North Carolina, BellSouth is a "Bell Operating Corapany” and an
"incumbent (ocal exchange carrier” under the tcrma of the Act.

JURISDICTION
3. The Comunission has jurisdistion avee MCL's Petition pursuant 1o the provisions of
the Act. On March 26, 1996, MCIT formally roquested nagotiations with BeliSouth on behaif of
itself and its affiliates, including MCImetn, pursuant 1o Section 232(a)1) of the Act. A copy of

that requast is anached as Exhibic 1 As perutted by Section 242(b)(1) of the Act, MC1 files

this Petition for cesolution of open issues between iuself and BsliSouth berweag the 135th and

R
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160th days fo.llwins sach roquest Under Section 25200)(4)(C) of the Act, the Commission
must completa this arbiuation within nine months of the dare thar MCT made its original
negotiation cequest, that is, by December 26, 1996.

SIGNIFICANCE OF THIS PROCEEDING

6. This is an historic proceeding. In 1993, the North Caroling Genaral Assembly
tock sueps to remave the statutory monopoly on locsl siephone servics and the Contmission
began to canduct procesdings o implement that new law. On February 8, 1996, the Presiden:
signed inro law the Telecommunications Act of 199G, which authorized local competition on a
natienwide basts. The federsd law containg dessiled provisions governing te relationship
between incumben: local exchange companiss and e new competitor, It gives s o
regulators significans responsidilities for implementiog the Act consistent with ﬂ:gulatiorﬁ-.
established by the Pederal Communications Commission (FCC). On August 8, 1996, the FCC
released its Q:cisian discussing and adopting significans regulations 0 implement the local
competition provisions of the Act. Implementation of the Local Campetition Provisions in the
Telecommunicarions Act of 1996, CC Docket No, 96-98, First Report and Order (adopred
August 1, 1996) (FCC Competition Order).

7. The gosl of both the Marth Carolina and federal laws is the samne - ro provide
consumors with the new choices, lower prices, and advanced iechnologies that fair competition
will bring to the loca) wlecommunicatons marker. At the same time, both laws recognize that
the transition from monepoly to compatition will not coour overnight, that the former
monapolists witl nat willingly embrace the new campetitive paradigm, and thac continued

regulatory oversight is necessary to ensure thar competition is given a fair chanca to davelop.
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8. MCI brings a unique perspective to this emerging competitive market. Tt was
tarn in 1968 4¢ MICOM, renamed MCI in 1971, Wunched the first competitive shared privawe

line service in 1974, and has grown 10 be the sceond largen facilities-based long disance carrier
in the United States, and third largest carviar of inernational waffic {n the world. MCT has
susseeded in 2 competitive markemplace. Tt did not start 35 2 menepolist with cap;h.re customers
iz hand, Every MCI customer had w chooss MCI,

9. MC1 "grew up the hard way® in the long distance business, and now faces the
same challenges as it begins to cnter the newly competitive local telecomnuaicarions markes.
MCT understands that compatiuon does ot happen gvernight. The development of :ompeﬂnm
requ:m oversight and intervention by regulators -- particularly when aew entrants musx rel)'
upon entrenched maonopolists possessing market dominarce in order to obtain ths ﬂcnlm,uﬂ .
services that aro vital to their enwy nto e marketplacs.

10.  This proceeding, apd others like i, will establish the terms and couditions under
which competition will begin to develop. 11 will rezolve disputed issues that go to the haas of
MGCT's abiticy 10 compete with BellSouth. Consumers can have choice, but only if all pasties ~-
the incumbents. the new entrants, and this Commission — take the sieps needed to apen the local
market for competition on fair terms a3 Congress envisioned in the Act.

11.  As e Commission makss Its dewerminations in this proceeding, it should ask:

. Doga ity desision creae an environtnant that promotes investment and the

developmemnt of  (ourishing army of new scrvisea?

® Doces it cswablish prices that mirmor a fully competitive market?
. Poes 1t provide vigilant oversight againx anti-competitive practices?
A~
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I the anawsr t each of the questions is "ye3.* thon the Commission will have chared 2

course to hring competition, aod all of ix benefits, 1o North Caralina consumers.
THE NEGOTIATIONS

12, By lener dawed March 26, 1996, Mﬁ-"! formally requesied negotiarions with
BellSouth pursuant w Section 292 of the Act. Tho first ncgotiating mesting pum:u to Section
292 was delayed while MCI and BelSouth completed their on-going negotiatios for an interim
agreement on torms and conditions of incerconnecrion. 'I‘hm negotiations resulted in an
Agreement effective as of May 15, 1996 (the "[nterim Agreswment”), which addressed certain
interconnection and otier issues for a two-year period. The Interim Agreement was submitied o
the Comunission for approval on May 24, 1996, and approved on June 18, 1996. (Order On
Negotiated Interconnection Agreamens, Docket Mo, P-100, Sub 133, June 18, 1996) A:_g,_ap;ol:
the Interimm Agresmens is anached as Exhibig 2.

3. The firt negatisting meeting pucsuamt to Scction 252 of e Act was held on May
38, 1996. Prior 10 that mecting, MCI fumishied BellSouth a copy of Version 3.2 of 3 document
enticled “MC1 Requiremenﬁ for Inercarrier Agreoments” which sets forth in demil MCI's
requirements fac interconnestion and acesss, uobundling, resale. ancillary services and associated
arrangemsnts pursuant 10 the Act {Term Sheei). The Term Shees was provided 10 BellSouth as
part of the comprehensive negotiations to cover all she saws served by BellSouth. The Term
Sheet, as subsequently rovised on June 7, 1996 (Version 4.0), served a3 the focal poine of the
negotiations. An Aanotated Tenm Sheet, in which MCT had indicated ity undersianding of
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BellSouth's responss 1o each item requested in MCI's Tarm Sheet, is arashed as Exhibic 3. and
Is bersby incorporasad hy_refmme as if fully set forth in the body of this Petition.?

14.  Additional meetings and conference ¢alls beswean MCI and BellSouth were held in
June, July and August. .

15.  The partes reached an eacly tmpasse on pricing issuss. Despite the {nterim
Agreement which represeats a temporary uegotisted senlement of pricing for local
interconnection only, BellSouth was unwilling to emtertain MCT's proposal that prices for other
ifemns be st at forward-lcoking esonomic cost, of Toral Service Long Run Incremental Cost
(TSLRIC).? BeliSouth insisted that items be priced in 4 manper intended to continue o recover
all of its embedded costs. The May 14, 1996 Agmement governs the pricing which will be SR
applisd to interconnection beoweea MCT and BoliSouth undl May 15, 1998, It is unh:;_mm :ghl't
pricing arrangemenus for intercannection will apply at the conclusion of the rwo-year imerim
period. .

16.  During the negotiations BeliSouth has made ne proposals © MC! regarding itams
that BellSouth may wish ta qbtain from MCl.

17.  Given the lack of meaningful negdtiation on pricing issues wich the narrow

exception of the interim interconnection pricea covered by the Interim Agreement, and the lack -

The lnwerin Agreement addresses sevaral interconnection items listed in the Term Sheet.
Specificaity. I 1.1, 1.2, "3, 1.4, 1.6, 2.1, 2.2, 24, 3.1, 2.2, 3.3, 1.4, 1.5, 1.7, 42,456,459,
532,639 641,645 64.10 and 2.3 and XML AL this time, MCI does not argue for differen
treaumerc of these items covered by the [mcricn Agresment.

' In iis Campetition Qrder, the FCC adogied a vorsion of the TSLRIC methodology as (he basis
for pricing imerconneeiion and unbundied elements. The FCC coined the rarm “total element long
run incremental ¢ost™ (TELRIC) to deacribe its version of the TSLRIC methodoiogy. (FCC
Competision Drder, ¥ 678)

G
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of any BeliSouth requests of MCI, tere has bean little of the *give 4ad take® that charactecizes
a typical comumercial negodation,

18.  As 4 resuls of this process, there are scveral categories of issuss, al) of which are
submited for arbiration:

(@  Thers aro s numbsr of fundamenial polisy, pricing, techmical, operadonal
and idminiszative issues where the parties have been unable o reach any leve! of agreement.*
Thesa include the pricing of unbundied elamems, tie availability of all services for resale. e
pricing of resold scrvices, and the pricing (and in some cases availability) of certaia amil!u:‘v
sarvices!.

(b}  There am cther issues where the parties have not yet reached an Agreemnen:
in principla, |

(¢)  There are other issues whese MCI beiicves.um the parties may have
reached an agreement in principle bur whese the partics have oot yet agreed to specific
contraciual language. [n some instances, Ui agTCCMICIA in principie is in broad wrms and thers
are numerous details 1o be moived before contractual language can be deveioped.® These
issues are submined for arbitration 10 ensure tat they are pushed to final resolution during the

course of this proceeding.

{

In large pam. these are alsg issues on which BallSouth and AT&T have failed 0 raach
agrecment.

'As noted below, the FCC Competition Ordsr resalves some of thage issues in whale or in par.
Absant an agrooment with BellSouth, however, theia 33ued are submitted for arbiwration to preserve
MCI's rights in the event BellSouch takes a conmsrary wicw of ita federsi abligations, and to ensure that
these obligations sre transiaicd ino appropriato contractual language.

' In other cases, diese issues have begn dealt with in the [nierim Agreement becwsen MCI and
BellSouth, and the paries wul simply nged to agres on the appropriate language from that agresment
1o be incorporated in the Tinal arbitrated agrosmrans.

-
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SUBMISSION OF RELEVANT DOCUMENTATION

19. MCl iz flling with ivs Pesition all relevags documenration concemning the
unresolved issueq, the position of each of the parties with respest to those issues, and the terms
and conditions which MCI balieves that BailSouth has agresd W In principle. Because BellSouth
humzmpondedmwﬁﬁn;manyofMCI’spwhmqrpoﬁﬁmmhdmﬁ'mmu in the
form of an "Annotated Term Sheéat™ on which MCT has indicated is undersranding of
BellSouth's response to each item raquested in MC1's Term Sheet (Versicn 4.0). A copy of the
Annotated Term Sheet is actached as Exhibit 3, and has previcusly been incorporated by
reference in this Peiition.”

EFFECT OF THE FCC COMPETITION ORDER

20.  The PCC Competition Order will have & significans impact on te conduct of these
proccedings. The rules adopted in that order (FCC Competition Rules) am binding on the
parties angd -t.hc statc commissions in the conduct of Scetivn 252 ardimation procesdings.

21.  [n some cases, the FCC Competition Rules place spesific requirements on
BellSouth, and other incumbent LECs.? MCI assumey that BellScuth will acknowledge the
effect of these rulcs. and will agree 10 comply with thess requirements.  Until BellSouth has
done 50, MCI has identified these items as isnues o be arbitrated. Under the FCf_.‘ Competition

Rules, howeaver, therg is oaly one permissible outcoms o the arbitration of those issues.

' The Imerim Agreement addrgises several infsrronncction items listed in the Term Sheer

Specifically, I. 1.1, t 2, 1.3, 1.4, 1.6, 2.1, 2.2. 2.4, 3.1, 3.2, 3.3, 3.4 3.5,.37.42, 46,49,
3.2.2,6.3.9,.64.1,6.4.5, 6.4.10 and 8.3 and XIll. At this iime, MCI does not argue for different
treatment of these itemd covered by the lnterim Agrermant.

' For example, the rules (47 C.F.R. §51.319) contain 2 minimum list of unbuadled network
elements which must be offered by every incumbent LEC. (See FCC Competition Order, {366 o

ieq.)
'a“
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22, ln other cases, the FCC Competition Rules omblish standards or methodalogies
thit stale cammissions must spply in resclving issucs submiced for arditration.” These
standlards typically establish the framework within which Comunission 2faet-inding must oceur
and frequently allocate the burden of proof to the incumbent LEC."

3. in sull other cases, the FCC Competition Rules esablish default pricing proxies
which a state commission may apply in arditration procesdings if it is unable w conduct or
review cost studies that comply with the FCC's prescribed mathodology by the arbitration
§dline.“

24.  MCT has anzmpted (o this Petition to idemify issues that are resolved or otherwise
impacied, in whole or in pan. b)‘r. the FCC Competition Rules. Becauso these rulas and the
accompanying 687-page ordér hava been publicly available for approximately two weei;'é._!s.;f .
the date this Petition is filed, MCI reserves the righs w0 make pecessary amendments (o this
Patition based on funher analysis of the rules.

MAJOR CATEGORIES OF UNRESOLVED ISSUES

15, While there aro numorous issues that comain unresolved, those issues can

generally ba catagorized into several major areas. Tho following identifies each of those major

*  For eaample, tha FCC's minimum list of unbundled network elemerts is not éxhaussive.

Parties may sceit additional unbundled elements. and tho staue commiissions can addresa those requests
through arbitrations or rulemakings. (See FCC Comperition Order, 1366) The FCOC has exublished
siandards that che state commissions muss apply in tvaluating such requests. (47 C.R.R. §51.317: see
FCC Comperition Order, 1277 & 16q.)

**  Far example, an incumbent LEC must provide intorconnection for transmission and routing of
telephone exchange traffic & any technically foasible point within its nerwerk, and if the LEC denies a
request for intereennection at & paricular point i bears the burden of praving teehnical infeasiblisy.
(47 C.F.R. §§51.205().¢M

““  Fot example, the FCC Competition Rulca eswblish a default ceiling for unbundled loop prices

and 3 default range for the interitn wholesale raws for resold LEC services. (47 C.F.R. §§ 51.513,
51.611

-Fa
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areas and MCI's propossl for resolution and describes broadly two areas covered by the Interim
Agreemens. Additonat details, and spesific additional requests, are identifiod in subsequent
sections of this Petition, including dw Amnotated Torm Sheet (Exhibit 3) which has been
incorporated by referenee ingo the body of this Feﬂdun. BeliSouth’s refusyl (o accommodate
MCI's requasts in cach of these areas creaics unwasranted barriers to logal exchmn competition
by denying MCT the tools necemary to ener the local market apd ompets on a fafr basls. In
many cases, BellSouth's position is flatly comzary w the Av.i and/or the FCC Compexition Rules,
a. What unbundled elementa aust BellSouth make available ta MCI?
BeilSouth should be ordered 10 make available cach of the unbundied loop elements, local
rransport eleraents, switching elemess, and other slcmems requeseed by MCL. The unbundling
of many of the requested elaments has beea wquired by the FCC Comperition Rulas. (:.l_.'z,_c}.l_t
§51.319) The unbundling of the remaining requested clements is wechnically feasible and is not
proprietary. BellSouth's failure to provide accass [0 those sdditional requested narwork elements
wauld decraase e quality of the telecommunications services MU seeks 1o offer and/or wouid
ingreasg the financial or administrative cost of offering such services. MCI iy tharefore entitied
pursuant 1o the FCC Competition Rules to abtain these additional siemenus on an unbundled
basls. (47 C.F.R. §51.317) )
B Can wabundled clemsom he used by MCI [n any manner that it chooaes
in order to provide service to its custamers? Yes. The FCC Competition Rules require
BellSouth to allow MCT to use unbundied network clemsnts in any combination. (47 C.F.R.
§51.313) This rule permits limited exceptions only where BellSouth proves that it is not
technically feasibi¢ to combing elements or that the combination of slemenn would impau other

carriers’ ability to abiain access to unbundied clements, (47 C.F.R. §51.315) In light of wus

-10-
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rule, MCI ¢xpects tust BellSouth will withdraw its prior refusal to allow MCI :ombir;e
network alomonts whoers that aombination providas the same (unctionalicy as a curm;ly tariffed
service provided by BellSouth. [f BellSouth continues to refuse. this issue must be resalved by
the Commission consistent with the FCC Compmition Rules.

¢, How should those yabuadied elements be priced? BellSouth should be
ordered (o price all unbundied slemenis in accordancs with the forward-looking cost
mewiodology preseribed in the PFCC Competition Rulcs. (47 C.F.R. §51.501, er 59.) This
TELRIC costing methodology is consisteat with the TSLRIC-based pricing that MCT has
requested of BellSouth.

d. What services must BeliSouth make available to MC1 for resale? The
FCC Competitien Rules require BeliSeuth 1o offer all retail teleconumunications mi:é‘_'ié:
resale, (47 C.F.R. §51.605) The sarvices which BellSouth has thus far refused to offer for -
resdle include grandfathared sevvices, trials and promotions, contract service arrangements,
volume and (¢rm discoun:s.- and Lifeline (Intestate Subseriber Line Charge Waiver and Matching
Program, Dechzt No. P-100, Sub 95) and LinkUp (LinkUp Carolina. P-100, Sub 30) services.
Each of these is a telecommunications service offcicd 10 sabscribers on a rerail basis. Thus,
there is no basis under the FCC Competition Rules for BeliSouth to refuse to offer any of these
services for resale. ' (FCC Compedtion Order, 9871-2) BellSouth is permicted, however, 1o

base the wholesale price for resold short-term promotions on the ordinary retail rate rather than

* The FCC Competition Qrder spocifically addreases volume based discounts. Lifeline sarvices,
and grandfathered scrvices, and concludes that these are retail services that muse be made available
far resale. (FCC Competition Order, 1 951, 962, 968)

“I1-
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the promotional rae. (47 C.F.R. §31.613(a)(2)) BeilSouth should be ordered to impose 80 use,

user or other resarictions that restrict or lmit the retaic of any of s services, W

.. What is the appropriate wholesale grice for sarvices provided for
resale? The FCC Competition Rules require BeliSouth's wholesals price for resoid services w
reflect afl casts that reasonably can be avoidad by BellScuth wiwn the mu.ptc.mdedona
wholesale basis. (47 C.F.R, §51.607, 51.609) Pending e esablishmemn of wholesale races
using the avoided cost methodology spetified in 47 C.F.R. §51.409, the FCC Competition Rules
permit a state commission 10 establish interim wholesale ratwes that are berween 17% nd 25%
below the incumbent LEC's existing rotail ratea, (47 C.F.R. §51.611) The wholesale price
adjustment in this case should be' set at the wop ond of Wie default range established by the FQC
Competition Rules. or at such higher level i3 is suppored by the record in this pmm&gh

f. To what eatent mun BellSouth provide “branding” of seyvices prwld;d
to end users on behalf of MCI? EcliSouth should te ordered 10 brand, as MCI, any operstor
services, directory assistance services, and any ower like services provided 1o end users who use
BeliSouth local cxchange services thay are being rexold by MCI. Such branding is required by
the FCC Competivon Rules unjess BellSouth proves that a pasticular restristion is reasuable and
nondiscriminatory. (47 C.F.R. §31.613(c)). [n addition, BellSouth should be required to provide
branding in all sicuations where BellSouth employces or agend interact with MCT customers with
respect 0 the provision of resold BellSouth s¢rvices or unbundlad elements provided to end users

on behaif of MCI. (See FCC Competition Qrder, 1971)

" The Commission is permitted. but not required. to allow BeliSouth to restrict the resale of
flat-ratc basic losal residential service to residential vustomecs. grandfachered services to
grandfachered customers. and Linkup services to qualifying low income customers. (47 C.F.R.
§51.613(a)( 1)) MCT does not objcet 10 these specific restrictians.

wldn
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'§  Ou what time frame must BellSouth provide real-time electronic
interfaces far pro-ordering, order processing, provisioning and instaliation, maintenance
and troubls resolution, bdilling ﬂuluding customer usage data transfer), and local gecount
maintenance with respect to resold sevvices and unbundied aetwork elements? BellSouth
must provide real-time electronic inerfaces to MC a8 quickly as possible, but in any avers by
Jamyary 1, 1997, as required by e FCC Competition Order. (1529) Such !nrerfaces are
Aecessary (o permit MCI 0 offer customer sarvice 2t least aquat in quality 0 what BellSouth
provides to its customers. The FCC Rule deals with this issue by deflning “operations support
system functions™ as an ynbundled network elm which must be made available a3
expedicicusly as possible, but, in any event. 0o 1At than Jamvary 1, 1997.° (47 C.F.R.
§31.319(e)) The FCC Competition Order makes it clear that nondissriminatory access E‘é_ .l_hl‘;
clement requires access to any slecironic inerfaces that are used by BellSouth in performing
these support functions for i3 own customers. (FCC Competition Order, $523-5) MCI axpects
thar BellSouth will make these clcetronic interfacet available in the time frame mandated by the
FCC Competition Rules, If BeliSouth refuses w do 50, this issue must be resolved by the
Commission consistent with thase mules,

h. What quality of service standards should be established to ensure that
BeliSouth does not impair the quality of service that MCl is able to provide ta its customersy
when using unbundled facilities or resald services of BellSouth, and what mechanigm is
appropriate to enforee those standorda? The FCO Competition Rules requive that, to the
exient technisaily feasible, :m.e quatity of unbundied network clements provided to MCI must be
at jeast equal in quality to that which BellSouth provides to itself. (47 C.F.R. §51.311(b))} The

tarms and conditions on which such elemenys are provided. ineluding installation intevvals. must

.3~
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alto be no less favorable than tie wrmis and conditions under which BeliSouth provides such
clements to itself. (47 C.F.R. §31.313(8)) Similar quality of servics abligations are imposed on

BellSouth with respect to (o pravisica of wesold enrviess, (47 C.F.R. §51.603(b)) BeliSouth
should be ordered 10 adbere to performancs matrics, inxallation intervals, tepalrir_mmlum
other standards that are equal o the higher of the siandards that BellSowth is required to provide,
or acrually pravides, o irs own customers or 10 caftomers of any other carrier.

i At what (evel must BellSouth price interexchange carrier zcceus in
order to comply with the Act? The FCC Compeution Rules prohibic either interseite or
intrastate access charges from I?ping unposed on 3 suTier who offers local exchange service ox
eachang.e acerss service through the use of unbundled nerwork tiements. (47 C.F.R. 51.515(a)) "
During a specificd transirional period, ending po later 1han June 30, 1997, BeliSoush cqa collect
from carriers wha purchase BeilSouth's unbundicd local switching, the interstate CCLC and 75;5
of the inrerstate TIC. (47 C.F.R. 51.515(0)) The FCC Competivion Order pertaits states to aiso
unpose 3 transitional access charge on top of the unbundled switching charge, to the extent that
the stare finds that such a charge is neceasary 10 cnsure that universal service goals are not
jeopardizad prior o the issuance of the FCC's implementation of Sections 254 and 214(¢) of the
Telecommunicatians Act of 1996, which require exablishment of a competitively-neuaal
universal service mechanism. Howevcer, the suic wansitional charge, like the inwrstate
(ransitional charge, must tenminaw no lace than Jung 30, 1997. MCI believes that universal
service in Nonh Carolina will nat be jeopardized by the availability of unbundted netwark
elements at ceONOMIC CosE in the short interim Lerween resolution of this arbitration and
implementation of the FCC's universal ssrvige plan. Therefors, MCI opposes any requirsment

(hat requires new entrants to pay the state equivalems of the interstase CCLC or TIC for a

14~
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trangitional period. MCI funther believes that the burden of proof at such charges are required
shouid be on BeliSouth,

Adduionally, in arder 1o comply with e Act, aceeds charges for both swiched
and special access must be reduced o TSLRIC a3 quickly as possible, but in 6o evenr fater than
the date that BeliSouth abesins in-region inerLATA suthoriy. |

i- What is the approgriate cost recovery techaniom for remote call
forwarding (RCF) provided to MCI in connestiva with interim local number portability?
BeliSouth must be ordered W provide RCF on a competitively neutral basis as required by the
FCC’s recent order on interim local auinber ponability. MCT propases & "bill and keep®
basis, in which cach carricr is responsible for recqvering from ity customers the costs that it
incurs in providing RCF.

k. What are the appropriate techoical arrangements for the
intercoanection of MCI's local networls with thaz of BellSouth'’s, including appropriate
pravisions for collocation? This issug is covered by the Interim Agreemens berween MCl and
BellSouth. As previcusly staled hat agteement covery the two.year period ending May 15,
1998. The arrangements aficr that daw are unlcnc;wu at this time.

L What is the appropriate compegsation arrangement for the
transportation and terminatioa of local traiflc interchanged between BeliSouth and MC1?
MCl proposes that BeliSouth de required (0 grice mansportasion of local traffic using the
Jorwardelooking TELRIC pricing methodology. Termingdan of local traffic is cavered by tite

Interim Agreement besween MCJ] and BellSouth. As previously siated, that agreement covers

" Telephone Number Fartabitity, CC Dacket Ma. 95-116. First Report and Qrder and Funber
Natice of Proposed Rulemaking (adopted July 2. 1996) (PG Number Portability Order).

13-
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the two-year period ending May 13, 1998, The arrangements after that date are unknown gc
this amae,

m.  What othar technicyl, operational, aud sdministrative provisions are
required? [ each of e dispured areas idendificd (o the Amnowted Term Sheet, BellSouth
should be owlered to provide access, unbundling, resals, ancillary services andlswclned
arrangements in accordance with the requiremants identified by MC1.

ISSUES TO BE ARBITRATED

26.  The Annotated Term Shest atiached as Exhibit 3, which bas previousty been
incorporatad into this Petition by raferenca, coutains a more dewiled 1ist of the unresolved issues
and the parties’ rospective positions. '
A. UNBUNDLED ELEMENTS REQUIRED

27. Inorderto pmvidev services t0 North Carolina consumars as quickly and
efficiently as possible, MCI mnds 10 buy from BeliSouths the “unbundlied network elemeuts”
identified in paragraph 16 and 10 use those elements (singly or in combination)** along with
resold services and with Mﬁ’s own facilitics, ta provide cetail services 1o Mﬂl‘s cusiomers.

28, Under Scction 251(c)(3) of the Ast, BellSouth has a duty (0 pravide MCI:

nondiscriminatery access w netwark clements on an unbundled basis
at any teehnically feasible poim on ratea, terms, and condiions that

are just, reasonable, and nondiscriminatory. . . (BellSouth] shall
provide such unbundled patwork clements in A manner that allows

The lnterim Agreement addrosses acveral imergonnection items listed in the Term Sheet.
Specifically. 1. 1.1, 1.2, 1.3, 1.4, 1.6,2.0.2.2, 2.4, 3,1, 3.2,3.3,34, 35,17, 42,4.6,49,
$3.2,61.9 641,645, 64,10 and 8.3 and XIT. A¢ this time. MCI does net argue for different
rreatment of thess icems coversd by the Interim Ageement.

The need ¢o use those slemems in combination, and BellSouth's refusal to agree (o such
tomnbinatien in cerlain cirwmstances, is discusded later in this Fetirion,

!15"

© 814




mvmmhmunﬂdmoﬂtekm i1 2 mannet that allows
(MCI] o combine such elemems in order o provide, .
elecommunications service,

29.  “Nerwork cicment" is defingd in Section 3(45) of the Act as:

ahsﬂity or equipimwat uscd in the provision of &

servies. Such wom alse includes features,
ﬂmﬁons and capabilities that are provided by means of such
facility or equipment, including subscriber numbers, databases,
signaling systema, aod {nformaion sufficient for billing and
collection or used in the tranymission, mms ot other provision of
a elecomunicationy 3ervics.

30. The FCC Comperition Rules mauire BellSouth, at a minimum, to provide the
following seven unbundled network clements: nerwork interface devices, local loops, locs! and
tandem switching ¢apability (inclﬁdins all software (eamres pravided by such swinches) .,
interoffica transmission facilities, signaling networks and call-refated daiabases, operatar services

: o
and directory sssistance, and, by Jamnary ), 1997, operations support systems functions. (47
C.F.R. §51.319)

3l.  The FCC Competition Rules aiso establish standards by which stats commissions
must consider additional unbundling requests. including requests for subloop unbundling. (47
C.F.R. §51.317, see FCC Competition Order, 7239 Under thase rules, the Commission must
first make a determinasion of technical feasibility, using the FCC's definition of that term. (47
C.F.R. §51.5, 51.317(b)) If unbundling is wchaically feasible, the cequest for unbundling can
be declined only ia narvow circumstancas whete (i) Cic same u-;le:ommunic.uinns serviee can be
provided with cther unbundled nerwork clements without 3 desrease in quality, or increase in the

financial or administrative tost. of the serviee. or (ji) the nctwork clement is propristary and the

e service could be offered using nonproprietary neiwork etements. (47 C.F.R. §51.317(B))
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32, MCT has requestad thar BellScuth initially provide it with tha ability ta purchase any
of the following unbundled slemenzs.' These clements gonerally fall into cight categovis:

(1)  UNBUNDLED LOCAL LOOPRS - nerwork interface dovices, local foaps,
an thees subloop elorents: loop discribution, digital loop carvier/analog exoss connect, and loop
{eeder;

() UNBUNDLED LOCAL TRANSPORT ~ dedicated interoffice trunks with
and without electronies, commen interoffice trunks, muitiplexing/digital cross connect. and darkc
fiber;

(e) * UNBUNDLED LOCAL SWITCHING -~ local and tandem switching
capability (includimg all sofrware fesoures provided by such switches), and aceess to signaling
cetworks and cail-related databases;'s

() UNBUNDLED TANDEM/TRANSIT SWITCHING ~ the establishmont of
a temporary path berweon twa swilching offices through a third (aadem) switch;

(&) UNBUNDLED ANCILLARY SERVICES - operator service, directory
assistance servics, and 911 ssrvies; .

(H  UNBUNDLED DATA SWITCHING -- switching funstionality for data
services such as frame relay or ATM:

() UNBUNDLED INTELLIGENT NETWORK AND ADVANCED
INTELLIGENT NETWORK CAPABILITIES; and

" This list of nerwork clemems is not irtended 3 be exhaustive. Additional network elements
may be required as compseition develops and/ar technology advances.

" These are the same 23 itemy identified in the Annotated Term Sheet (Exhibie 3) as line ports,
(runk ports. swiching capaciry, and signalling and databascs.

-18-
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()] UNBUNDLED OPERATIONS SUPPORT SYSTEMS -- the back office
and business processes required for order processiog, provisioaiag and insuallation, ouble

resolution, CIAIOLENANGS. CUSOMET cAre, monitoring wrvice quatity, recording, and billing '
MCT belisves tat it is tecknically feasible for BellSouth w offer each of the

additional network elmgu requested, that such nerwork elaments are nonproprietary, and that
failure to offer such elementy would decroase the quality and/or incresse the cost of
elecommunications service to be provided by MCI. Therefore the Commission should order
BellSouth to unbundle cach of the addirional nerwork elements a5 required by the FCO
Compaetition Rules, N

l33. BellSouth has agreed (0 provide some, but not all. of the requested network
elements.™ Unless BeilSouth has changed i3 posicion in light of the FCC Comwﬁtiur;:_i_iylcg. .
BellSouth has not agrezd 10 provide nerwork interiree devices, dedicated interoffics tunks
without clectronics, dark fiber. switching capacicy (including all software festures), or
unroediated AIN functionality. Additonally, BellSouth has not agreed w pravide a total
unbundled local loop facih:y where the cusiomer is currently served by an integrared digital loop
carrier systama.  Each of these disputed items will be addressed in tum.

'Y These unbundied clements are discussed in Scction G (132) below telating to real-time
elecironic interfaces.

¥ MCI beligves thar BellSouth has agreed 10 provide unbundled access to: loop distribution,
digital loog carrier/analog croas connect, logp fecder, dedicated interoffice gunks with electronics.
common inieroffice munks. multiplexing/ digital rross connect, line pors, teunk ports, signalling and
databases. tandem switching. cperator servicea, DA services, 911 services, and data switching. (See
Sectian G for discussion of unbundied aperations support sysiema and the relaied electronic
interfaces,)

Absens a writien agreoment, howoves, MGl i unsura about BeilSowth’s commitment 1o
pravide these alements, panicularly since BeilSouth appear to have rofused to provide soma of theie
clements 10 AT&T. To the extent that MCJ is mistakon about the scope of its agreement with
BellSouth, the unbundling of these additional elements s submired for arbitration as well,
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4. Network Iniarface Devias, The mtwork intcrface device (NID) is the poim of
demarcadon berweon the end user's inyide wiring and w3 unbuadled locp. BellSeuth's position is
that unbundling tie NID is mt technically feasible. The FCC Competition Rules require
incumbens LECy to unbundle te NID o e extem of permitting NID-10-NID connections, (47
C.F.R. $51.3190) The FCC loft 10 thie stare commisyions the responsibilify to detasiming
whethar dicest conpection W the NID (i.c. withaut the insmilation by the inmemonnecting carrier
of a second NID) is wehnically feasible. (FCC Gompetition 'Om&. $3196) MCT belicves that
such direct connection is technically feasible, and accordingly asks the Comunission m arbitrate
this issue,

3s.

Interoffice trunks provide the abiliy to connect one locstion (sush a3 an end office or tandemn
switch) with another lacalioﬁ {such as anather rod office or undem switch, or an inm:!;u;gn'
carrier's poiat of presence). This capability allows end users to reach each othar aven when

they are not seyved by the same and office, or by e same carrier.

MCI requires the ability 10 obsain interoffice transport in whatever manner is most
efficient, given the number and location of itz customers and the amount of traffie inzerchanged
with BellSouth. This includes the use of both comman and dedicated transpont facilities, snd the
use of both dark and dim fiber M

BeliSouth has agreed 10 provide commen truaking o MCL. In addition. BeliSouth
has agreed to provide dedicated imeroffice trunks to MCI, but only when they are bundled with

the elecironics nocessary o traasmic information over the physical path. BellSouth’s position is

*  Dark fibar refecs to fibar without repeaters and without elegtronics on sither end. Dim fiber
refers (o (ibor with repeators, but without electyonics on cither end.
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that “dim fiber” and "dark fIbes” ars ot nerwork clemenys subject w the unbundling
requirements of the Act.

MCI disagrees. Such facilitics arc subject to the Act’s unbundling requirements,
and it is technically feasibie tw provide them on an unbundled basis. If BellSouth refises 1o
provide such facilities on an upbundlied basis, MCI would be raquired to cnmpeusm BellSouth
for the use of elecorouicy in situations where it can provide all or a portion of such eleetronics
more efficiemly itself. MCT has been an industry lcader in the deployment of advanced fiber
technology., Without the ability to obwin dark fiber, MC! would be limited by the type of
electronics used by BeliSouth, and would not bo abie w take advamage of new or more cost-
affective fiber technologics.

16.  Swirching Capabilitics. Local swiwching is the mrkalcmmwhmh:ggm of

all of the functionality residing in a central office switch. [t provides a dialtone for each line, .
provides custom features such as call waiting and call forwarding, creates the desired
ransmission path for the proger routing of the call (l.o. connects lines to trunks in accordance
with routing insuructions coniaingd in the switch), creates customer billing data, and provides
data switching functionaiity. '

Aczess on an unbundled basis to the funcdona resident in a switch is nxcessary W
create new and innovative scrvices for customets. MECT has begun the deployment of its own
local switches in a mamber of key mariets. Such switching capacity represenrs a major capital

investment, and MCI is not capable of deploying such switches ia all markets simultanequsty .=

¥ MCImete has instalied thirteen Glass & switches in majae eities around the country, and by
the end of the year will be operating local switshes o 24 markets in 20 states, inciuding a switch in
North Carolina. By the beginning of 1997, MCImetro will have invested nearly a billion dalla;s in
l%cga; natwork construction, and if the cight rules are in place, will spend almost thar mmuch aguin 10
1 alone.
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Unless sod uatil MC installs its own switch in a given macker, it myst bave access 10 the
unbundied funotionality resident in the BellSouth switch in order 1o provide the widest posaibie
array of services to its customars.

In particular, MC1 aceds the capability % have BellSouth configure the swith (0
rouse specified fypes of calls originaced over MCT custamar loops (eiher unbundled loops
obmined from BellSouth, or MCI's own loops connected o 3 BellSouth switsh) to particular
trunk groups designated by MCl. For example, MCI must have the option t specify that its
customers’ 411 calls be routed either to BellSouth DA trunks of to trunks that will transport the
cail 1o MCI's DA pladorm, and the option for 0+ ¢alls 0 be routed either to BellSouth's
operator service trunks or (¢ mu;ks connectad 10 MCI's gperator service plaform.  Witiout such -
unbundling, MCI would be preciuded from combining its own aperator systems and m‘,_n!,_po:t
facilities (owned or leased) with BellSouth's switching functionality, even whare that is the mus;
efficient way for MCI (G provide scrvice 10 ity CUSLOMEr.

BellSouth claims tat unbundling local switching is not techmically feasible unless
it includes BellSouth's operator services, dircctory anistance, repair service, and inter-office
transport {i.¢. its entire unbundled port offcring).

MCI disagrees. Such unbundling iy wchnically feasible, and is mandated by the
FCC Competition Qrder. (9418 (routing) and 1412 (vertical foatures)) BellSouth's position is
inconsistent with the FCC Competiton Rulcz, which ostablish local switching eapabilicy,
operatar services and direstory assiscance, and lowroffice ransport facilities as three distince

unbundied clements. (47 C.F K. §51.319(c).(4).(8))
.

. MCI also requires access (o BeliSouth's

Advanced Inteiligent Network (AIN) capabilitics cquivalent ta the access that BellSguth provides
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itself. This equality of access is nceded so that MCT can achisve parity in the creation and
offering of advanced services.

BellSouth refusss (o untandle sccess (0 (8 Advanced Intelligent Network (AIN) in
such 4 way that MCT can achicve pasity in the creation and offering of AIN services.® By way
of example, BeliSouth claims that it cannot provide unmediated access o all AIN &tmu orto
BellSouth's service creation and macagement plasform. Uninedisted scoess to such network
capabilities is necessary to enable MCI t0 ¢reare and offer a variety of innovative, competitive

advanced fegaires to its customers independently of BellSouth, and to enadie MCT to-customize
its eustomer offerings withowt haviag to duplicase BeliSouth's network,

The FCC Competition Rules require BellSowh to provide access o these servics » -
ManAgement sysiems and service creation cavironmenss. (47 C.F.R. §31.319)(3)(®), ;Q)hfhe
FCC teft to the state commissions, howgver, the dewrmination of whather mechanisms
mediate zzcess to those systems. or to call-related daabases, are necessary. (47 C.F.R.
§51.318(eX2)(v).(eX3IXD)) This is an unresolved issue berween MCI and BellSouth which must

be arbitrated by the Commission,

jons. MCI seeks the ability 1o obtain
unbundied loops o provide service to aqy BollSouth customer. BellSouth has claimed that te
provision of such loops is nut wehnically feasible where a particular customer's loop includes an
integrated digital loop ca;xicr (IDLC) sysiem.

The FCC Compstition Ondet raolvea this issug by consluding that it is technically

feasible to unbundie IDLC.delivered Yoops, and requiring the incumbent LECS to provide such

8 For further detail on unresslved issuca regarding the AIN plaform, see Pan VII, Seccion §
af the Anpotated Tem Sheer.
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loops on an unbundied basis, (FCC Competition Order, 1383-4) If BellSouth persista in ity ‘
refusal to agree 0 unbundle such facilitiss, dyy Commisasion must resolve this issus consimeny .
with the FCC mandais.
B. USE OF UNBUNDLED ELEMENTS IN COMBINATION

39, MCT requires the abilky t0 use unbundled network singly, or im any combination,
mordar:oprﬁﬁde serviee 0 its custonters, MCT als0 requires dhe flexibility (o combine both
Ioul. and intralLATA traffic over 2 single trunk group whem such combination enables MC1 o
incTease the officiency with which such qunk groups arc utilized. -

The PCC Competition Rules probibit BeliSouth from placing restrictions on MCI's
use of ynbundled nerwork elements. With extremely limicad exceptions, those rules allow MCI  ~»
10 combine (or cause BeliSouth w combine) unbundled clements obtiined from BellSm;i;lL;i-ga
each ath&. or with clements provided by MCL. (47 C.F.R. §%1.315) '

BellSouth has refused to agres w allow MCI to combine unbundied elements (e.g.
what BellSouth calls a “loop” and 2 "port”) where the rasult is to provide the same funcrionality
as a currently tariffed BeliSouth service. This mfusal is inconsistent with §51.315(0) of the FCC
Competition Rules, which states diat "except upon request, an incumbent LEC shall ot separate
requested network elememts tiat the incumbens LEC eurrently combings.” (See FCC
Competition Order, 1292-3) If BellSouth porsisis in is refusal to agree 10 the combination of
such netwoark elemonis, the Commission must order sach combinacion in accordancs with the
provisions of the FCC Competition Rules,

BeliSouth also has taken the position thak it ¢an impase limitations on the amount
of intralLATA traffic to be carried over munk groups provided for local interconnection. Such

limitstions are also inconsistanc with the FCC Competition Qsder, which prohibits BeliScuth
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frem limiring MC1's yse of unbundled nerwark clsmants. These limitations are oothing but an
astempt by Bellfcuth © itapose ingysased costs on i3 compatitars o the form of less cfficien
C. UNBUNDLED ELEMENTS MUST BE PRICED AT TSLRIC |

40,  Usser Sections 251()(3) and 252(X(1) of the Ass. the rate for unbundied atwork
elements toust be "just, reasonable and nondiscriminatory.” Such rates must “be based oz the
cost (determined without referencs (0 3 rate-of-return ar nthu rate-based proceeding) of
providing. . e network clement® and “may include a reasonadle profit.” Thus the Act
requires that prices for unbundled necwork elements reflect their cconomic cost.

' TSLRIC is a way w measurc forward-looking economie cost. TSLRIC includes
the incremantal costs of providiag an entlre servies wiing the most cfficisnt available te"gl_hm‘;ggy
Pricing at TSLRIC cnables the firm providing a wrvice t0 recover all of the cosw of the service,
neluding a reasonabla profit in the form of a competitive rate of remurn on its investmem. Thus,
TSLRIC is the proper standard under the Act for pricing unbundied network eletnents. singe it
neorparates both direct cconomic costs and 2 reasonable profit,

The FCC Competition Rules adopt a speeific TSLRIC methodology for
determnining the forward.looking ceonomic rost of providing unbundled neiwork elemens. (47
C.F.R. §51.50%, 51.411) The FCC has chosen 1o call this methodology TELRIC, to reflect the
fact that iv applics 10 "elements” rather than "servicsa.”

The ECC Compcﬁlion Rules requime that any price established by a state
comunission for an unbundied network element may oot exceed the forwaed.losking economic

cost per unit of providing the element, a5 shown by a cost sudy that complies with the FCC's

TELRIC methodalogy. {47 C.F.R. §51.503. §1.505(e)) That rule specifically prohibits the
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consideration of embedded costs, retail costs. opporunity costs, or fevemies (o subsidize other
services in (he calculation of the forward-looking economic cost of an element. (47 C.F.R.
§s£.503(d)) Tho tule does permiz a reasonabie allosation of forward-looking commaon casty (47
C.F.R. §51.305(c)), although the FCC rwusmm that che level of such costs will ilkely de smaj| *
when they are aliceated w0 “slemmonts® maber han "services.” (FCC Competition Order, 1673,
690) The rulcs also require thar sueh ratxs be sct on a geographically deaveraged basis, for at
least thiree cost-related rate 2oues. (47 C.F.R. §51.507(h)

The FCC Competition Rules put the hurden of proof with respect 10 the {zvel of
both direct costs and common casts on the incumbeat LEC, which has superior access to the
information necessary to make the required cust calculations. (47 C.F.R. §51.505(e); .:ee f-‘CC‘ '
Compedtion Qrder, 9680, 695) To the cxenr that the cost information made available :g,ph: .
Cormmission by BellSouth docs noc support the adopeion of a rate consisnt with the prescribed
cost methodelogy, the Commission may escablish an inserim rats that is consiscent with the
proxies specified in 47 C.F.R. §51.513. (47 C.F.R. $31.30%)

Ta date, BeilSouth has not presented to the Commission a cost study which meets
we requirements of tie FCC Competition Rulca.” Uniil such a study is presented, and reviewed
in a procseding in which all affectcd partics have an oppormnity to participate, the Cormymission
cannat set a rate ousside of the proxy ranges, or above the praxy ceilings, specified in §51.513
of the FCC's nulcs. (47 C.F.R. §51.503(c)

The proxy celling (or unbundicd Igcal Igaps in Norh Carolina, on a statewide
weighted average basis, is $16.71. Proxy csilings and, for local switching, a proxy range, are
also specified. (87 C.F.R. §51.513<))

*2G-

824




MCX Is paparing a new version of the Harfad Verzion 2.2 stdy filed op the
tecord in the FCC's Competition dosker tha will be offered 1o suppore MCI's view of the
economic cose that BeliSouth faces for ustyndied Clsmams and oanspore and tarmination, The
latewt Hacfield study is consistemt with the FCC's requirements for & TELR[C methodology. The
Commission should therefore set rawcs for unnmu netwark elements in accordance wih the
resules of that model,

D.  ALL SERVICES MUST BE AVAILABLE FOR RESALE

41.  Resale means the provision to MCT of iny telecommunications service thas
BellSouth provides at ratail 1o #nd-use Customers wha are nat telecommunicarions companies.
Unrestricted resale is essennal o e developmenr of & compatiive marketplace, Resale permiss

[ Y

carriers o enter markets quickly. without the massive capital investmage necessary to provide
facilitles-based competition. As facilities-based competitors enter the' market, the ability of other
Parties 1 rasell serviees of both the incumbent apd the few ouiranis helps to ensure that prices
are driven toward cost and helps to provem monopoly pricing which discriminates among
chstomers based on thair willingness w p=y.

Section 251(eN4) of i At imposas on BeliSoush (and orher incurmbent local
exchange carricrs) the duty:

(A) 10 offer for sle &t wholcaaie raics ary wlecommunications

service thas the carrier provides at retail to fubscribers who are not

wiccommunications carriers: and

(H) aet to prohibit, and tot 1o rupost warcasonabie or

discrimingtory conditions or limitations on. the rasale of such

telecommunications servige, . .,

(emphasis addsd)
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' The FCC Compstition Rulea require BeliSourh o make ail of its retil
telecommunications services availabie for mﬂn on nondiscriminatory terms and conditions. (47
C.F.R. §51.603) This obligation applies ro all sexvices thar meet the wtatutory definition of a
“telecommunications service™ and tat are provided at retail to customers who are not
“tlecommunications casviers.* (FCC Compeciion Onder, 1871) The FCC found it uaecassary
10 specify & minimum list of services that must be available forrqgm. since the available rewil
services can be determined by examining the LEC's recail wariffs. (id., 1871.2)

Consistent with the requirementy of the Act and the FCC Competition-Rutes, MCI
has requested thas BellSouth make all rewil services available for resale. BellSouth has stamd
that it is unwilliog to sell certain services 10 MCI for the reasons discussed below, none of which™
is a permin=d reason under thn Act and the FCT Competition Rules.™

gc3. This inclydes any service that BellSouth
offars 1o existing retail customers but not to oew subscribers. BeliSouth's position is that since
thase services are oot offered to new subgeribers, they noed not be offered 1o MCLY MCT has
requested that taese services be offered to it for resale 10 customers who currenudy receive the
same service from BellSoudi. Withowt the shility w reseil o this category of customers, MCI is
effectively prohibited from competing for the business of tiese customers unless and untl it has
deployed a full-scale facilities-based network. In any event, the FCC specifically concluded that

Based on ity negotiations to date, MCI belicvas that this is a complete cataleg of the services
thar BellSouth refuses to frovide for resale. To the extent that BellSouth intenda to cefuse 1o provide
any othee cetail servics for reaale, or intends ra impase any limitations on MCL's resale of any other
service. MCT identifies the rezale of such scrvice and the inappropriaceness of such limitation as
addirional issues for arbitration.

¥ Although BellSouik has stated to MCI that it would not capricigusly grandfather servtccl“in an
anti-compatitive manner, BeliSouth's wniff fiting cffecive Auguat 2, 1996 regarding “MuluServ
services (o obsolete ESSX service casts grave doubt an the sincerity of that assertion.
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grandfathered wrvices are cubjest o the Act’y rexale requirement, 5o BellScuth's position must
be rejected a2 3 maner of law. (FCC Compettion Order, §968; 47 C.F.R. §51.615)

Trialaand Promotions. Trials involve a limiwmd duration offering of 2 cew
service. Promotioas rypically iavoive offering a preeaisting service at a special price, for free
with (he purchase of another service, or with the waiver of nonresurring charges. BellSouth's
position is that trinls_uldpmmﬂmnm required 1o be available for resale becauce thay am
not retail service offerings. The ability w resell theae services is critical, howevar, t0 prevent
BzllSouth from manipulating ials and promatians i an anti-comperitive manner,  Wikhout
resale, trials and promotions nan_he expecied (0 extend far long perioda and to target key
customcr;. Consistent with the FCC Comperition Rules, the Commission must order BellSouth
to make such wials and promotions available for resale, although the wholssale price te\.r.gl_;ay
be computed based on the normal retail s for any promotions (as defined in the FCC nules) o.f
less than 90 days in duration, (47 C.F.R. §51.613(a)(2); FCC Competition Order, 1549+50)

Cantragt Servies Arradgements. A contract service arrangemen (CSA) is a nog-
tariff rate for an otherwise tariffed retail service. BellSouth has refused to agree to allow resale
of CSAS -- excepe on a negotiared, case~by-case basis ~- on the grounds that CSAs are not retail
service offerings. The FCC has concluded that the statutory cesale requirement contains no
excaption for cantract and other customer-specific offerings. (FCC Competition Order, 1948)
CSAs must thercfors be made avallabie for resale.

Public Access Line Servicg. Public access line service is the pay ielepbone
serviee in which BellSoucth provides the pay phone CFPE and the underlying service, and pays a
cormmission to the premises owner. BeflSouth has refused (@ permit resale of such service o1

~ the grounds that it is not required to resall a servies Ut includes the CPE, nor 1o negotiaie a

79,

-
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commission arrangement for MCI to resoll. Again this is & "twlecommunications sarvies®
offsted to peraons whe ok act “wiccommunications cartiers” and is therefore Subject 1o Um -
Act's resale requirements.

Yoiwne and Torm Discoupsy. Volume and wrm discowunts are wriffed provisions
undar which a mmmumubﬂhmmu:;mmmbv sgresing to speﬁiﬁcnu;e
volumes, or by committing o taie service for a spevified period of time. BeliSouth has refised
to make such discoums available for resalc. As with the other sarviees discussed above, the
FCC concluded that volume-based discount offerings st be made available for resale, (FCC
Competition Ordsr, 9951-3)

* Lifsling and LinkUp Service. Lifeltnw and LinkUp provide billing credits o help
dafray the cost of monthly recusting service and setvige installation charges for r:umn;&ri ;ho
qualify for financial assistance. BellSouth's position is that these sorvices should not be '
available for resale since they were designed Dy regulatory authorities and because BellSoucth is
not reimbursed (ot the entire amaunt of we credit. The FCC specifically concluded, however,
that such services must be made availabic for rsaale, subject ro 2 restriction which prohibits their
rasale to persons not eligible to subscrive diresily W BellSouth's offering. (FCC Competition
Order, 9956, 962) i
E. FRICE FOR RESOLD SERVICES MUST REFLECT AVOIDED COSTS

42,  The abiliy o reaell a BallSouth servics is a hollow gesture unisss the resold
service is priced in a manner that cnables an efficient resclier to offer the service to its
customers at a competitive rate. In roceognition of tis fact, Section 252(d)(3) of the Act

provides the pricing standard that the Commission must adhere (o in establishing wholesaie rates:
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. & Stam commission shall dercomine wiolesale mes on the basis
nf reml rases charged to subastibars for the weiscommunications

ervics mquencd, cxeluding te portion tereof anributable w0 any
mtkeﬁng billing, collection, andoummmnwmbenolded
by the local exchange carriet

Congress wi;uly decided thas all marketing, billing and collestion costs must be
excluded in establishing a \iholmle rate, since these activities are not necessary 1o provide
service om 1 wholesale basis. and innesd represcas cetailing costs comparable (o those the
reselier will incur when it resells the wholesale service. The Act similarly requires the exclusion
of any cther category of cosw that will be avoided by the local exchange carrier in providing the
service on a wholesale basis.

The FCC Competition Rulss maks it cieat thas this provision requices that the
wholesale price level be reduced not only for costs whtich BellSouth actually avoids, bu;‘_a!_s; _for
casts which reasonably could be avoided, in the provision of the wholesale service. (47 C.F.R. '
§51.609())

MCI proposad 1o BellSouth that the wholesale price for each servics must be
determined based on the ¢osts that BellSouth can avoid whan the scrvice is resold,

BellSouth stated 1o agreement in principle that the price of retail services should
reflect avoided costs. However, BellSouth has not made a specific propesal o MCI on the
wholcsale price level. and has provided no spesific cost dat to document the costs that it claims
will be aveided in & wholcsale eavircnment. BellSouth did acknowliedge that it has eatered into
agreements with other parties which provide a starewide retail cost adjusument of 18% for

residential service and 12% fét business service, and that it would make such (erms available o

MCIL.
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Toe FCC Competition Rules prescribe a dstailed avoided cost methodology to be
used in developing wholesale price levely. (47 C.F.R. §51.608(s)) Those rules place on the
LEC the turden of proving that some costy shauid be included in the wholesale rate, and on the
mmmwméfmmmnmwumwmmqam
rate. (47 C.F.R. §51.609(d)) The rules also proscribe a defaukt wholesale price range from 17%
10 25% below rewil prica lavels which can be applied by 5 stace commission on s temporary
basis in liew of completing an avoided cost analyais. (47 C.If'.R.. §51.611)

If an avoided con study complying with the FCC rules in not submitoed ina
timely manner that permits its review in this proceeding, ten the Commission should sst interim
whalesale rates at a [evel 23% below romil (K.

F.  BELLSOUTH MUST PROVIDE "BRANDING" OF SERVICES FURNISHED ON
BEHALF OF MCI

41. In omder w0 provide servics thac is comparable to that provided by BeliSouth, MCI
must be able 10 provide sacvices 1© customers under its own name, rather than that of BellSouth.
MC1 has therefore requested that "branding” of scrvices as MCT be pra\}im whe:uvqi- there is a
point of customer contact herween BellSouth md an M qustomer with respect to service
provided by MCI through resale of BelliSouth's services, or the use of unbundied netwark
elemmenes.  This proposal includes, but is oot limiwed 10, branding of: operator services; directory
services: repair sefvices; intercept 1apes: maintenancs tickets, "not at home” notices, and oter
documents provided 10 a cusiomer; and 10 forly.

BeliSouth has generally refused to provide branding of operator services, directory
sarvices, and similar services on the grounds that such branding would quickly exhausy switch

capacity and therefore is not techpically feasible. In situations involving documents provided to
-33-
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2 customaer, BeliSouth has generally proposed (n provide norices o sarvices on an unbranded
basis, citing operational concerns about the mumber of differenr branded notices it would have to
iccommodate in an environmen with numerous compasitive earriers.™

The FCC Compesition Rules treat refusal to provide branding upon request a3 3
restriction on resals. (67 C.E.R, §51.613(c)) BeliSouth can impase such & restricticn omly if k
proves to the Commission that the restriction is asonable and sondiscriminatory, such as by
proving that BeliSouth lacks the capability 10 comply with he branding request. (/d.) MCT
believes that BeliSouth will be unable 1 mest it burden of proof, and submits for arbitration the

reasonability of this restriction.
G.  REAL-TIME ELECTRONIC INTERFACES MUST BE PROVIDED AS SOON AS
TECHNICALLY FEASIBLE ‘-

44,  When BetiSouth provides a retail secvice (0 its customer, it employs real-{itme
clectronic interfaces to create and/or access data for a variery of purposes, These generaily fall
into the following categories:

(a) ordering processing sysicms ~ the means by which BallSouth obuins information
regarding a potantial customer that is nceded (o place an order for service, assigng a phone
number, and schedules installation;

(b)  provisioning and installadon sysicms - the means by which BellSoith places and

fills an ordar for service, and tracks the stawws of installation activitics:

# MCI has also requesuﬂ. and believes that BellSouth has agreed, that BellSouth refrain from
markeung BetlSouth o MCI customets during such customer contacts. It apgpears from ATET s
arburation pettica, however, that BollSoyty’s publishing company, BellSouth Advenising and
Publishing Carporation (BAPCL), takes the padition that during sales caila ro a competitor's local
service customers for dircciory advertising, that BAPCO should be adie 1o market BeliSouth's
services. If BellSouth/BARCO takes the same position with respece 10 MCL, then the issus of
marketing s unresaolved, and will need ta be resoived through arbitration.
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(¢)  maimsnance and trouble resolution sysiems - the means by which BellSouth
arrangss for responsas o maintenance and repair requests from customers, and racks the stams
of its maintenance and repair activites:

(d)  billing systzms (including customer usage data transfer) —~ tha means by which
MCI is billed for services provided to it by BellSouth, including the means by which the
customar’s usage data is collected and transmitied by BellSouth 10 MCI for billing purposes; and

{e)  local account maintenante ~ We means by which BellSouth can update informaton
regarding a particular customer, such as a change in the customer's [eatures or services.

In order for MCI to provide a comparable quality of service to its customers, it
st havo BGGESS 0 tiese sama systams via cleguronic interfaces on a similay real-time basis.
Without such capability, MCT will not be able o offer i3 customers (e same quality o.'{.__se.rv_ice.
as BellSouth. thus hampering its ability w0 compets.

MCI has therefore requested that BeliSouth provide real-time sleconic interfaces
in cach of these areas © suppent both reseld services and unbundled aetwork elements For
axample. resl-time electronic ordering systoma are required for unbundled setwork elements,
inteTeonpection facilitics, interimn mumber portabilicy mechanisma, and customer listing darabases.
MCI beligves that BellSouth has agreed in printiple to provide such real-time electronic
imerfaces, byt has qat comuningd to the denails of the interfaces nor (he timetable on which ey

will be made available.”

T v appears from AT&T's arbicration petition that BallSouth may be refusing (& commit 10
provide some of these electronic interfaces to AT&T. In the event chat MClmetro has misunderstood

BellSouih's agreement ta provide such interfages, theae would be additional issues requiring resolution
by the Commistion.
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The FCC l::ommn Rulss recogaize the critical imporance of these interfaces,
and require them 10 be provided ao later tan Jamuary 1, 1997. (47 C.F.R. §51.319(f): see FCC
Competition Order, 9323-5) MCI expests that BeliSouth will agree to malke these elsctronic
interfaces available in the time frame mandaed by the FCC Competition Rules. If BellSouth
refuses to do so, this issue must be resolved by the Commission eonsistent with those rgles.

It is imperative 10 the developmant of a ¢ompetitive local telecommunications
market that electronic access t thes systoms be implemented in the BCC-mandated time frame.
MCT's experience in the long distance market, where MCI was & customer of the incumbent
LECs rather than a competitor, is chat the provision of such systems can take a munbe; of years
unless an ynplementation schedule is cstablished, and implementation is monjtored, by an
appropriate regulatory authority. MCI thersfors requems that the Commission ubimtc‘léf:'
details of the manaer in which realtime eleerronic incrfacas o these supporn systems will be
provided, and retain jurisdiction over this proseeding to enforce the timely provision of sueh

interfaces,

H. QUALITY OF SERVICE STANDARDS MUST BE ESTABLISHED AND
ENFORCED

45.  In order to be able to provide Service 10 its customers that mests or exceeds that
provided by BeilSouth, MCI must rocsive service from BellSouth that is equal in_qualiry to the
highest level of qualicy that BellSouth is required o provide, or acrually provides, to itself or
any other carrier. The FCC Competition Ruies incorporate this requirement, by requiring that
unbundled network ¢lements e provided on terms and conditions that are no less favorable o

the requesting carrier than the terms and conditions under which the incumbent provides such
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elements W itself. (47 C.F.R. §51.313) A similar quality of service obligation is placed on the
incumbent with respect o the provision of services for resale, (47 C.F.R. §51.603)

To ensurs meaaingful conaol over scrvice quality, MCT requested that BellSouth
establish negotated porformance metrics and generally cnsure that e quality of seevice
provided to MCI is at least equal to that provided to BollSouth itseit. For exmpﬁ, MCI
proposed thar instaifation, repair, and database updating intervals for services and facilities
provided to MCI must be no longst than for BellSouth’s own services; that sexvices provided 1o
MCI mes the same qualicy. reliability and performance standards met by BellSouth's end user
services; and that new comparative reporting mechamisng be established (o measure service
quality for msold services compared o BellSouth’s own services. MC1 also proposed that the
companies agree on a mechynism for dealing with breaches of agreed quality of sarvice'.'.
standards,

BeliSouth has aﬁed i principle that performance metrics should be established,
and agreed in concept that an snforcement mechanism woyld be appropriate.  The n2godations
never prucceded, however, to the stage where specific performance criteria or 3 specific
enforcement mechanism were agreed (0. These issues, thersfore, remain (0 be agbitrated,

In the absence of an agreed enforcement mechanism, MCI proposes that BeitSouth
be required lo compensate MCI through a credit against bilis for resold services and unbundled

network elements for any failure to provide service 1g MCT chat is at least equal in quality w that

provided ta BeliSouth itself.
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I.  TRANSITIONAL RULES FOR INTEREXCHANGE CARRIER ACCESS MUST BE
IMPLEMENTED PENDING FULL IMPLEMENTATION QF TSLRIC PRICING,

46.  The FCC Compedition Rules prohibit cither imzrmate or incrastate access charges
from baing iroposed o a carrier who offers local exalisnge service or sxchange aceess through
the use of untundled network elements. (47 C.F.R. §51.515(2))

During a specified usnsitional period, ending ro lacer than June 30, 1997,
BaltSouth can collect from carriers who purchase BellSouth's unbundied local switching, the
inarstate CCLC and 75% of the imersase TIC. (47 C.E.R. 51.515(6)) The FCC Comperition
Order permits scates o also impose a transitional access charge on wap af the unbundled
switching charge, (o the extent that the state finds that such a charge is necessary [0 ensure thay
universal service goals are not jeopardized prior 1o the issuance of the FCC's implemesutian of
Sectians 254 and 214(e) of the Telecommunications Act of 1996, which require establiffiinest of
a competitively-neutral universal service mechanism. However, ti¢ state qansitional charge. like
the interswaie transitional charge. must termindic oo lawr than June 30, 1997. MCI belleves that
wniversal service in North Carolina will nat be jeopardited by the availability of unbundled
nerwork slemenis at economis £9st i0 te shart inwrim terween resolution of thiy arbirration and
unplementation of the FCC's univorsal service plan.  Therefore, MCI opposes any requirement
that requires new entrants to pay the staie cquivalent of the interstate CCLC or TIC for a
transitional perigd. MCI further believes that the burden of proof thar such charges are required
should b4 on BellSoudi.

In addition, in order to comply with the Act, access charges for both switched and
special access must be reduced to TSLRIC as quickly as possible, but in no event later than the

date that BellSouth obtains in-region intetLATA authority.
37+
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J. IN'I‘ERIM LOCAL NUMBER PORTARILITY COSTS MUST BE RECOVERED
ON A COMPETITIVELY NEUTRAL BASIS

47.  Scction 251(e)(2) of the Act requires that "the cost . . . of number portabdility shall
be bome on 3 competitively newtral basis as detsrmingd by the [(FCC)." [n Local Number
Portability, CC Docket No. 96-116, First Report and Order and Further Notice of Proposed
Rulemaking (released July 2, 1996) (FCC Number Portability Order), the FCC adopted rules
which provide that any cost recovery mechanism for miﬁoul methods of mumber partabilicy
must be designed 50 as not W have 2 disparate effect on the incremental costs of competing
carriers seeking o serve the same cusiaer. or t0 bave a disparate effect on the abllit-y of
competing telecommunications carriers to cam a nommal mnm on their investment. ¥

In its cxplanﬁon of those rulg3, the FCC noted that a cost recovery mct_huﬁ:m
that impases the entire ineremenral cost of currently available number portability on a ii':"ulitiesv
based new entrant wouid violawe the first eriterion in the rules. (fd., 4134) On the other hand. a
cost recovery mechanisin that recavers the cost of currently available number portability through
1 vruform assessment on the revenues of ail carriers (lcss any charges paid (o other carriers)
would satisfy chis critarion. (fd.)

MCI cherefore requests thar the Cammission arbitrate the compensation
mechanusm for interim numbey portability. MCI proposcs that (he costs incutred by BellSouth
and MCI in implementing intorim number porability be recovered from their respective

custamers in z "bili and kesp” type of amangement.”? This method is acceptable under the

*  Ball§outh has fllcd an appeal of tie FCC's Qrder, That appeal does not stay the cffeetiveness
af these Rules. which take effact on August 26, 1996.

7 This mechantism would be in place unicss and uniil the Commission concludes further generic
ptocecdings an interim nurnber portability to bring its aveeall policy into compliance with the FCC
Rutes.

A%
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FCC’y rutes, and has the virtus of simplicity. It avoids the need 10 set specific rates and o
implement billing sysusns (0 support an iarerim number porahility mechanism which soon will
be supplanted by a permansst database solution-

K. INTERGONNECTION OF MCI'S LOCAL NETWORR WITH THAT OF
BELLSOUTH MUST BE PERMITTED AT ANY TECENICALLY FEASIBLE
LOCATION AND COLLOCATION MUST BE PERMITTED ON REASONABLE
TERMS AND CONDITIONS

48.  This issus is coversg by the Interimy Agreement betweea MCT and BellSouth. The
term of the Agresment expires on May 15, 1998, [t is unimown what arrangemenss will be

available to MCT at that time. -
L. TELRIC MUST PE REQUII!.ED FOR PRICING OF INTERCHANGE OF LOCAL
TR.-\.I-"FIC

49. BaﬂSoum should be ordeted (o provide the transporation of local u-afﬂc‘;a:t
TELRIC prices based an the FCC Competision Rules, 47 C.F.R. §51.70§.
M. OTHER TECHNICAL, OPERATIONAL AND ADMINISTRATIVE ISSUES
50.  The following paragraphs discuss other significant technical, operational and
administrative issyes an which the parties have been unable to reach agreement. and which
therefore requirz resolution by the Commission.

As shown by the Annowted Teom Sheet (Exhibit 3), which has been incorporated
into this Fatition by reference, the namative pottion of this Petition (including the following
paragraphs) does not address each and every technical, operational and administrative issug on
which the partias hwve ailed 1o agree. Each of those technical, operational and administrative
issugs will require resolutign through the Commission-gstablished arbitration process.

51, |nformatign on Service Ghangss- To onablte MCI to provide naw sgrvices 0 its

customers 10 a timely manner, MCl requires BellSouth to communicaie knowledge of any

-39,

. 837




engineering changes assccisted with BellSouth's network elements, deployment of rew
techoolagies, or changes 0 its reail sorvicos sa :oon a3 dwy are known o BellSouth. Whils

BeliSouth appears w agree in prinsiple to advance notification, there is no agresment on the
timing or manner of notificnion.

53, PIC Chanass for MCI Cusiomars. When MCT resalls a BellSouch sotvice, MCT is
the appropriate point of contact for changes w0 mo cusiomer’s interexchange carvier, regardless
of whether the change is initiated by the customer oc by an IXC acting puesaant 10 & customer's
letter of authorization. BellSouth should s be prohibited from implememting any PIC changes
for services resold by MCI excapt in response 10 4 request submicted to & through MCL.
BaliSouth's ;}asi:ion is that it should be permited to accept PIT changes direcily from an TXC
with respect o such resold sarvices.

533. Rizhts-of-Wav, Poles, Ducia and Conduits- Section 251 of the Ast requires
BellSouth to afford MCI access 10 its rights-of-way, poles, ducss and conduits. BellSouth
icknowledges tiis requiterment, bur takes the position thas it can “reserve” unused capaeicy equal
to it five-year forccast of BellSouth's necds.

MCI's position is that acceas 0 Beli§outh owned or controlled facilitiss should nox
be limited to axcass capacity. Instead. MCI should have access to all capacity which s currendy
available or which can be made available. BellSouth should be required to provide regular
reparls on the capacity status and planed incrrass in capacity of ali their poles, dusts and
canduits 50 that MC] czn identify whether or not they are full and pian accordingly. MCI's
positian is consistens Wiﬂl;ﬂ'l.l: FCC's conclusion on this issue. {FCC Competition Order, $1170)

54¢.  Bill Foromal for Unbundied NMewwork Rlomems. MCI has requesied BeliSouth to

provide billing for unbundled network clemems in 4 carrier access billing sysiems (CABS)

~4f)-
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format to facilitate standard industry audidng practices. BellSouth has agreed 1o provide billing
in the requesied format for axrs-like services, but will only agree w provide billing from the

customer record information system (CRIS) system for ather unbundled clements. The use of
the CRIS billing is unacceptable, becausa it does ot involve a standardized billing formar, and
makes the bills vircsally insudisablo. '

- MCI has requested that BellSouth
provide engineering records for unbundled facilities that it obtains from BellSouth. MCI

believes it may have agresment in principic with BellSouth, but the parties have not yer agreed
an contracntal language.

§6. Direatories. MCU's customers oiust be able 10 obtain printed directories that -
inciude ali customers on the public switched nerwork within a defined geographic area ;Eig._i:;l_lcss
of their local service provider. MCI requires that sugh directories be available on a '
nondiscriminatory basis including, for exampir, customized covers for directories diswibuced to
MCI customers.

MCT believes that the partics may bava reached agreement in principle on many of
these issues, with die excoption of the provision of customized covers, but the panies have not
ver agreed on contrachual language. _

57.  Dialing Parity. MCI has requested wat BetlSouth provide dialing parity with no
vnreasonable dialing delays.

- MCI believes thar the pamies may bave reached agreement in principle on many of
the dialing parity issues, WiL.h the exception of dialing patity for N1l and abbreﬁatecl. dialing

patterns. call set-up and processing times for ¢alls involving RCF, and the method by which the
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costy of providing dialing pariry should be meovered. The parties have not, however, reached
agreement on contraerual language.

58.  Agqess 1@ Telophone Nuymbers. MCI has requested that BellSouth provide the
ability for MCI o obtain code assignments and othér numbering resources on the same terms
and conditions that BellSouth makes available 1o itself. MCT believes that the pmies may have
reached agteament in printiple on many of ese issues, with the exzeption of accass
arrangements for 535 line oumbers, but the partics bave oot reached agreement on contracnual

language.
59.

3nt. The final arditrated agreement
barween the parties will require general termy and conditions, such ay dispute resolution
mechanisms, perforrnance requircements, ~onfidentialicy requirements, and owher shnilu;i_-ie:'ll';.
The parvies have not yet reached agraement on these general contractual provisions, o
POST DECISION RMPLEMENTATION AND ENFORCEMENT
80.  Section 252(0)(4)(C) requires the Commission to conclude the resolution of the
unresolvad 1ssuss betwaen MCT and BasllSouth within nine months afier BellSouth's receipt of
MCI’s oﬁginal ferter requesting the commencement of negotiations. ar by December 26, 1996,
The arbitration decision will not necessarily ond the Comunission's involvement as is regognized
by order of August 19, 1996 in Dockets Nos. P-100, Sqb 350 and P-100, Sub 33.
Section 252(¢)(3) authorizes the Commission to “provide 3 schedule for
implemantation of the terms ,md conditions by the parties to che (acbitrated] agreement.” MCT

submuts that the Commission has implicd authority under this section to retain jurisdiction over

the parties to enforce their compliance with any Commission-¢stablished implementation
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schedules, and 10 rasolve dispnutes ragasding their agherence w the (erms of the arbitraced
agreament. '

MCI thereface mquests Giat upon the conclusion of the arbieratien proceeding, the
Commissico exprussly resarve it jurisdiction over the parties 10 enfores the terms and
conditions, inchuding implercemation schedules, in te ubitrated agreement. éondnuinz
Commissioa oversight Is particularly lmporust, since BellScuth will not qualify for in-region
inierLATA authority unil one or more interconnestion agreements have besn fully implementad,
and competitive market entry has begua in carogst.
REQUEST FOR RELIEF
WHEREFORE, MCI respectfully requssts that the Commission grant the following relief
a5 @ result of this Petition: '
A.  The Commission should arbitrate the unaresolved issues berween MCI and
BeliSouth within the timetable specificd in the Ast,
B. The Commission should issue its order coquiring BeliSouth:
1. To make available each of the unbundled network alements requesied by
MCT.
2. To allow MCY 1 us unbundled network clements in any combination:
3. To price all unbupdied network clements at theie TELRIC,
4. To make all retail serviees available for resale (ingiuding but not limited
to. grandfathered services, twials and promotions, contract service arrangements, volume and
term discounts. and Lifeline‘ and LinkUp services} with no tarms and conditions that restrics or

limnt their resale, other than a restrictian that flaz-rate basic local cxchange service can be resold

83
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only ta residential customers, and grandfatbered and Lifeling servicas can be resaid only to
qualifying customers;

5. To esablish a price level for resold serviees that akes into account all
costs that can reasonably be avaided by BellSouth when the service is provided on & wholesale
basis;

6. To brand, as MCI, operator sorvices, directory assistance services, and any
other 1ika services provided to end users who use BaliSouth's local exchange services thar are
being rasold by MCI, and to provide branding ia all sinaations where BellSouth employees or
agents inweract with MCI customers wa;im tespect 10 e provision of resold BellScuth services or
unbundled elements provided to end users on behalf of MCI:

1. Ta provide real-time electronic interfaces © MCI as quickly as p&;fﬁ.
but in any svent by January 1, 1997: .

8. To adhere w performance metrics, inswallation intervals, repair intervals
and ather standards that are equal 1o the higher of the quality of seérvice standards that BellSouth
is required 10 provide. ot accually pravides, to its own customers or to customers of any other
carrier, and to establish a credit mechaaism 1 offset the charge for resold services or unbundled
clemens wherg BellSouth fails o mest those quality of service standards;

9. Ta price cxchange acesss in connestion with unbundled network elements
In a manasr consisient with the FCC's transicional pricing rules, and to provide exchange access
to all carriers at TSLRIC no later than the dawe BellSouth is authorized o provide intatLATA
service in North Carolina:

10.  To pravide RCF for intcrim lgcal number portability en a competitively

neutral hasis in which each carrier recovers its ¢ost3 from its own custemers;

3=
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1i. To provide the other disputed inwrconnextion, untwndiing, resals, aneillary
services and associnted armangements in accordance with the requirements identified (n the
Apnotated Term Sheet.

C.  ‘The Commission should rotain jurisdiction of this acbitration and the parvias
thereto until BeliSouth hay complied with all implemontation tims frames specified in the
arbitrated agreoment and that agreement has been flly implemented.

D.  The Commission should consolidate this arbitration for bearing with the AT&T

Communications of the Southern States. Ing./BellSouth Arbisration in Docker No. P-140, Sub
5Q.

E. The Commission thould take such other and further actions as it deems

appropriais,

-.p-u
RESPECTFULLY SUBMITTED this %3 A9 “day of Augusr, 1996.

Bailey & Dixon, L.5L..P.

Y LSS
Baiph McDonald
2300 Twe Hannover Square
Post Offies Box 1351
Ralcigh, North Carolina 27602
State Bar No. 5037

Mm A. UJ"-& /-’CA:*Q__

Marsha A. Ward

MCI Telecommunications Carporauuu
Sware 700

18G lahmson Ferry Road

Atlana, GA 30342

ATTORNEYS FOR MCI

and
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CERTIFICATE QF SERVICE

The undersigned anomey for MCT certifies thay MCl's Petition for Arbitration and

Prefixed Testimony were served today by depositing copies in the United Scares mail, postage
prepaid, and addressed as follows:

Mr. A. 5. Povall, Ir.

(ieneral Counsef - North Carolina
BeliSouth Telecommunications, Inc,
1521 BellSowth Plaz

Post Qffics Box 30183

Charlone, NC 28230

Mr. Kenneth P. MeNoely

AT&T Communicarions of the Southern States, Inc.
Room 4066

1200 Peachtrre Street, NE

Adanm, GA 30309

Mr. Rabert P. Gruber
Exeeutive Director

Public Staff

Post Officc Box 29520
430 North Salisbury Strest
Raleigh, NC 27626-0320

Ms. Karea Long
Arormey Genenal's Office
2 East Morgan Soeet
Post Office Box 629
Ralgigh, NC 27602

August 23, 1996,

S Btd

Ralph McDonald
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Suire e09 " maa l A Umtarss

H0 St Myarss Srmm
Toflanassen, Raride 12011530

May 16, 1996

Xia.Band Delivery

M3. Blanca 5. Baye, Dirceter
Qivigion of Records ang Raporting
25340 shunmard gak Boulavard
Tallahasses, Florida 32399~0830

Ret Docket NHoa. 350584 ansd 550983
Dear Ms. Bayo:

Ballsouch Telecommunicationm,. Inc. {("Ball3cuth®)

BORIBIT 2

Vies Pragident

and ﬁcxnctra

("MCIn") have successfully canpletod negotiations for a twe year
agrevaont on Cerms and conditions of interconnection a0 that cheir

rerpactive custofars may compunicata with each cther.
respactiully submit tha oxoculiad Agreement. o the

T™he parties

Comrission in

conpliancs with Section 52 of the Telacomunications Act of 1596,

The two yeoar agreement gavearns the relationship DLetwesn the
canpanies on a number of items, such an Antergonnactien, raciprocoal
conpansation., interim numsbers pertability, dcoemsa %5 911\E911

servigea, mattors 'relating to Hirzetory Listing

and directory

distributien, intarciiange of iocal 800 craftic, use of BeliSouth’s
lina infaormation databage and ACCe33 o BellSouth’a 557 databasae.

The Agresement statcos that certain items are not
Agraament and axe thersfors aublect te further ne
itamg {nclude recale of lncal exchange sarvica,
Urbundled loopas, provisisn of unbundlad trans

provision of unbundied switcliing sarvices.

Floaze acknowledge receipe and Ciling of the above
the duplicate copy of thig letter and returning

addressed by the
gotiation. These

provigsion of

port sarvices and

by data stamping
he same o me.
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Thank you fQF . Your asaistance in this eLling,

Qi

Al) parties qf racord

Sincazely,

Bt

For Ballséouth
M addba COF Ll

For MCIm:
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