BEFORE

THE PUBLI C SERVI CE COW SS| ON
OF SOQUTH CARCLI NA
DOCKET NO. 97-101-C - ORDER NO. 97-640
July 31, 1997

In RE: Entry of Bell South ) ORDER ADDRESSI NG STATEMENT

Tel econmuni cations, Inc., ) AND COVPLI ANCE W TH SECTI ON

into Inter LATA Toll Market ) 271 OF THE TELECOMMUNI CATI ONS
) ACT OF1996

| . I NTRODUCTI ON

This matter conmes before the Public Service Conm ssion of South
Carolina (the "Comm ssion") in connection with (1) a request by
Bel | Sout h Tel ecomruni cations, Inc. ("BST") under Section 252(f) of the
Tel ecommuni cati ons Act of 1996 (the "Act") that the Conm ssion approve
BST's Statenent of Generally Available Terns and Conditions (the
"Statenment”); and (2) the Conmission’s review of BST s preapplication

conpliance with Section 271 of the Act.

By its request, BST asks the Comm ssion (1) to issue an order
under Section 252(f) approving its Statenent and; (2) in its
consultative role under Section 271(d)(2)(B), to find that BST s
Statenent satisfies the 14-point conpetitive checklist in 47 U S.C. 8§

271(c)(2)(B) and that Bell South Long Di stance, Inc.’s
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("BSLD') entry into the interLATA long distance nmarket in South

Carolina is in the public interest.

In Order No. 97-223, the Conmm ssion established a docket to consider
BST's entry into the interLATA nmarket pursuant to Section 271 of the
Act. Pursuant to the this Order, BST filed on April 1, 1997, a Notice
of Intent to File An Application Under Section 271 of the Act with the
Federal Conmunications Conm ssion for authority to provide in region
| nt er LATA services in South Carolina on or after August 1, 1997. In
connection with and in support of its notice, BST filed the testinony
of Al phonso Varner and Robert Scheye. BSLD filed the testinony of
Janes C. Harralson, Dr. Mchael J. Rainondi, Dr. Frank Hefner and Dr.
Wlliam E. Taylor. Petitions to Intervene were filed by Sprint
Communi cations Co., L.P. ("Sprint"), LCl International, Inc. ("LC"),
Sout h Carolina Cabl e Tel evi si on Associ ati on (" SCCTA") , MCI
Tel ecommuni cations Corporation ("M"), Conmunication Wrkers of
Anmerica, ("CWA"), AT&T Communications of the Southern States, Inc.
("AT&T"), The Consunmer Advocate for the State of South Carolina
(" Consuner Advocate"), American Comruni cations Services Inc. ("ACSI"),
South Carolina Conpetitive Carriers Association ("SCCCA"), and South
Carolina Telephone Coalition ("SCTC'). In Oder No. 97-465, the
Comm ssion denied the petition of Vanguard Cellular Systens, Inc. to
intervene out of tinme. On May 30, 1997, BST filed its statenment of

CGenerally Available Terns and Conditions ("Statenent” or "SGAT"). In
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O der No. 97-530, the Conmssion denied MI's Petition for a
Declaratory Order stating that Section 271(d)(2)(B) of the Act, (Track
"B") was wunavailable to BST and that BST could not proceed under
Section 271 (d)(2)(A) of the Act (Track "A"). In Oder No. 97-551, the
Comm ssion held that BSLD was a party of record to this proceeding
with the right to cross-examine witnesses for all parties with the

exception of BST wi tnesses.

A public hearing in this docket was held in the Comm ssion’s hearing
room beginning on July 7, 1997, wth the Honorable Guy Butler
presiding. BST was represented by Harry M Lightsey, I1Il, WIlliam F.
Austin, WIlliam J. Ellenberg, Il, and Edward L. Rankin, [11l. BST
presented the testinony of Al phonso Varner, doria Calhoun, WIIiam
Stacy, Keith Mlner, Jane Sosebee and Robert Scheye. BSLD was
represented by Dwi ght F. Drake and Kevin A Hall. BSLD presented the
testimony of James G Harralson, Dr. Mke J. Rainondi, Dr. Frank
Hefner, and Dr. WIlliam E. Taylor. Sprint was represented by WIIliam
R Atkinson and Darra W Cothran. Sprint presented the testinony of
Melissa Closz and David Stahly. LClI International was represented by
Frank R Ellerbee, 1I1l1. LC presented no wtnesses. MI was
represented by John M S, Hoefer and Marsha A Ward. AT&T
Comruni cations was represented by Francis P. Mwod, Kenneth MNeely,
Steve Matthews and M chael Hopkins. AT&T presented the testinony of

John Hamman and Jay Bradbury. MI and AT&T jointly presented the
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testinmony of Don J. Wod and Dr. Thonas R Beard. The SCCTA was
represented by Mtchell WIIloughby and Craig Collins. SCCTA presented
no wtnesses. The OCM was represented by Herbert Buhl. The OCWM
presented the testinony of Jerry D. Keene. The Consuner Advocate was
represented by Elliott F. Elam The Consuner Advocate presented the
testimony of Allen G Buckalew. ACSI was represented by Russell B.
Shetterly, Jr. ACSI presented the testinony of Janes C Falvey. M.
Fal vey adopted the pre-filed testinony of Riley M Mirphy. The SCTC
was represented by John Bowen. SCTC presented no w tnesses. The SCCCA
was represented by Frank R Ellerbee, I1l. AT&T, SCCCA & MI jointly
presented the testinony of Joseph Gllan. The Commission’s Staff was

represented by F. David Butler.

1. SUMVARY OF COWM SSI ON' S FI NDI NGS5

As discussed below in nore detail, the Comm ssion finds that BST s
Statenment nmakes available to conpetitive |ocal exchange carriers
("CLECs") in South Carolina each of the functions, capabilities, and
services that the Act requires in order to allow them to enter the
| ocal exchange market. These functions, capabilities and services--and
their associated rates--that BST nust nake available pursuant to
Sections 251 and 252(d) of the Act are identical to the itens
contained in the 14-point conpetitive checklist in Section 271.
Therefore, in finding that BST's Statenent, as nodified, satisfies

BST's obligations wunder Sections 251 and 252(d), the Conm ssion
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si mul taneously concludes that the Statenment neets the conpetitive
checklist in Section 271(c)(2)(B). On July 18, 1997, the United States
Court of Appeals for the Eighth Judicial Crcuit released its opinion

reviewing the interconnection rules of the FCC. See lowa Uilities

Board v. FCC, Order No. 96-3321 (July 18, 1997). As a result of the

devel opnments in this area and the possibility of further changes, the
Comm ssion finds that |anguage should be added to the Statenment which
provides that the Statenment will be subject to revision to the extent
necessary to conply with any final legislative, regulatory or judicial
orders or rules that affect the rights and obligations created by the
Statenent. Further, the Conmi ssion finds that BSLD s entry into the
i nter LATA market in South Carolina will be in the public interest.
Thus, when consulted by the Federal Conmunications Conm ssion ("FCC")
upon Bell South’s application for authority to enter the interLATA
market in South Carolina, the Conm ssion will advise the FCC that BST
is in conpliance with the requirenents of the conpetitive checkli st
and that BSLD s entry into the interLATA market is in the public

i nterest.

The Act requires only that BST nake available the functions,
capabilities and services in conpliance with Section 251 and 252(d);
it does not require that they be inplenented on any particular scale
or in any particular quantity. Al though not all of the functions,

capabilities and services in the Statenent have been requested by



DOCKET NO. 97-101-C — ORDER NO 97-640
JULY 31, 1997
PAGE 6

CLECs for use in South Carolina, there is anple evidence in this
record that BST has actually provided each item described in the 14-
poi nt conpetitive checklist in its nine-state region. BST has further
denonstrated that it is functionally able to provide the sane itens in

Sout h Carolina when ordered by a CLEC

The Comm ssion approves BST' s Statenent, as nodified, so that BSLD may
take the first step in the process it nust follow to obtain interLATA
authority--the filing of an application with the FCC. There is no
serious dispute that BSLD s entry into the interLATA market in South
Carolina wll bring significant consuner benefits to that market. BSLD
testified that it has filed a proposed tariff with initial basic MS
rates will be at |east 5% | ower than the corresponding rates of the
| argest interexchange carrier. The Comm ssion reasonably concludes
that | ong distance conpetitors wll be conpelled to respond with | ower

rates of their own.

Moreover, BST's entry will release the interexchange carriers fromthe
current prohibition under the Act against the joint packagi ng of |ocal
and | ong di stance service. Bell South is also required under the Act to
i npl enent 1+ intralLATA toll dialing sinmultaneously with its entry into
i nter LATA I ong distance. These requirenents will free all conpetitors
in South Carolina to finally offer the sinplified "one-stop"” shopping
that custoners want. BSLD s entry into the interLATA market wll give

BSLD s custoners the same opportunity as custoners of other South
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Carolina local telephone conpanies (i.e., GIE in Mrtle Beach and
Sunter; Sprint-United in Beaufort and G eenwood; Rock H Il Tel ephone
Co. in Rock H Il and York) to choose one provider for all their

t el ecommuni cati ons needs.

Finally, allowing BST entry into the interLATA market in South
Carolina will provide appropriate incentives for the najor conpetitive
providers of local exchange service to begin construction of
facilities-based networks of their own and to encourage the

construction of facilities based networks by others.

The Comm ssion has carefully considered the nunerous clains and
concerns raised by the Intervenors in this proceeding both in
opposition to approval of the Statenent and to a finding by this
Comm ssion that BSLD entry into the interLATA market will be in the
public interest. In arguing that BSLD entry into the interLATA market
is premature, Intervenors raise concerns consisting of (1) alleged
requi renents for approval of BST's Statenent that are in addition to
the statutory requirenents for checklist conpliance; (2) policy and
| egal argunents already litigated and resolved by this Comm ssion; and
(3) economc argunents already heard by Congress and resolved by the
unanbi guous provisions of the Act, which requires only that the |ocal

mar ket be open to conpetition and not subject to any particul ar degree

of actual conpetition.
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The local nmarket is open to conpetition once the incunbent LEC has
made the functions, capabilities and services described in Section 251
(and summarized in the conpetitive checklist wunder Section 271)
avai lable to conpetitors. This docket is not the place to reargue
policy issues regarding the appropriate circunstances under which Bel

entry into the interLATA market shoul d proceed. Congress has spoken to
this issue. Rather, the Conmission finds that it should use this
docket as the vehicle to nove forward as expeditiously as possible to
attain the ultimte goal of the Act--conpetition in al

tel ecomuni cations markets in South Carolina. Accordingly, as set
forth in nore detail below, the Comm ssion approves BST' s Statenent,
as nodified, and finds that BSLD s entry into the interLATA market in

South Carolina is in the public interest.

[11. SUMVARY OF TESTI MONY

Al Var ner:

BST presented the testinony of Al phonso Varner, Senior Director for
Regul atory Policy & Planning for BST. M. Varner provided an overvi ew
of the requirenents BST nust neet to achieve in region interLATA
relief. Specifically, M. Varner defined the 14 point checklist
requi renents under Section 271(c)(2)(b) of the Act and expl ai ned how
BST's Statenent satisfies all the requirenents of the checklist.

Wtness Varner also summarized why BellSouth’s entry into the
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i nter LATA market is beneficial for the consuners of South Carolina and
is in the public interest. M. Varner enphasized that Bell South’s
entry into the intraLATA market would accel erate conpetition in the
| ocal nmarket. Mreover, M. Varner enphasized that Bell South’s
obligations to keep the local market open do not disappear once
Bell South is granted interLATA relief. Instead, procedural safeguards
contained in the Act, FCC Orders pronulgated thereunder, and this
Comm ssion’s rules and regulations would continue to safeguard and

govern conpetition in the |ocal market.

d ori a Cal houn:

Ms. Cal houn, the Director of Regulatory Planning for BST testified
about the electronic interfaces BST has nmde available for use by
conpeting | ocal exchange carriers (CLECS). Ms. Cal houn testified as to
how BST provides non-discrimnatory access to its Operational Support
Systens ("OSS') consistent with, and as required by, the FCC orders
pronmul gated under the 1996 Act. M. Calhoun testified that BST
provides to the CLECs, electronic interfaces for the pre-ordering,
ordering, provisioning, maintenance and repair and billing functions
that provide information in substantially the same tine and manner
that BST provides such information to personnel supporting its retail
custoners. In summary, M. Calhoun testified that BST offers pre-
ordering through the Local Exchange Navigation System ("LENS")

interface, ordering and provisioning through the (Electronic Data
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I nterchange ("EDI "), Exchange Access Control and Tracking System
("EXACT") and LENS interfaces, maintenance and repair through the CLEC
Troubl e Analysis Facilitation Interface ("TAFI") interface and billing
through its CABS billing process. M. Calhoun testified that these
interfaces provided CLECs with information on the sanme basis as, or in
many i nstances better than, such information is avail able to Bell South
per sonnel supporting Bell South retail operations. M. Calhoun also
testified that nost unbundl ed network elenents ("UNES') are avail able
through the industry standard interfaces of ED and EXACT, dependi ng
on the particular UNE, and through the LENS interface. M. Cal houn
testified that BST's electronic interfaces neet or exceed all FCC
requi renents. Further, M. Calhoun testified that BST is building
custom zed interfaces under its interconnection agreenents and is
continuing to support its interfaces indirect response to CLEC
comments and suggestions. However, BST's wllingness to go beyond the
requi renents of the Act does not inmpugn the fact that Bell South has
made available in South Carolina interfaces that conply with the Act

and the requirenents of the FCC

Jane Sosebee:

Ms. Sosebee testified that she is enployed by Bell South Business
Systens as a Sales Manager in Geenville, South Carolina. Ms. Sosebee
testified as to the manual processes associated with the ordering of

conplex services. Specifically, M. Sosebee testified as to the
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paperwor k and ordering processes associated with conpl ex services such

as Smart R ng®

Wlliam M Stacy:

M. Stacy, Assistant Vice President-Interconnection Operations for BST
testified about the overall processes that BST has put in place to
provide services to all CLECs. M. Stacy testified that BST has
created an entire new officer |evel organization, interconnection
operations, which is responsible for all operational aspects of
provisioning and maintaining services for CLECs. Wtness Stacy
testified that BST has aggressively devel oped processes for handling
the ordering, provi si oni ng, mai nt enance  and repair of al |
i nterconnection facilities, all resold services and unbundl ed network
el enents provided to CLECS. M. Stacy further testified that BST s
el ectronic interface systens were designed and devel oped using the
CLECS forecast of work volunes that the system would be required to
handle. M. Stacy stated that the CLEC volunme had not yet cone close
to approaching the system limts of any system but that additional
capacity could be nade available imediately if needed. M. Stacy al so
stated that Bell South had conducted extensive testing to assure that

all systens worked appropriately at designated | evels.

Keith M ner:
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M. Mlner, BST Director-Interconnection Operations, testified as to
BST's abilities to provide access to certain services, UNES and
functionality required by Sections 251 and 271 of the Act. M. M ner
testified that he had recently led a team of BST product managers and
proj ect nmanagers on a mission to gather information to verify that BST
had net the 14 point checklist itens. M. MIlner also testified as to
the specific nunbers of itens ordered by CLECs in South Carolina and
in BST's nine state region. M. Mlner testified that where a CLEC had
not ordered a certain checklist item BST has denonstrated through
end-to-end testing procedures that once the itemis ordered, BST could
provision, maintain and render a bill for such UNE or resold service.
M. Mlner testified that the evidence clearly denonstrates that BST
provides, in a functionally available nmanner, each of the 14 point

checklist itens.

Robert C. Scheye:

M. Scheye, Bell South Senior Director in Strategic Mnagenent, also
testified as to how BST had nmet each of the 14 point conpetitive
checklist itens found in Section 252 and 271 of the Act. M. Scheye
enphasized in his testinony that the custonmers of BST in South
Carolina wish to have the sane choices as custoners in other parts of
South Carolina, such as Myrtle Beach and Beaufort. In these areas of
South Carolina, the custoner may choose the sane conpany for |ocal and

| ong di stance service. M. Scheye also went on to testify that many of
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the itenms contained in the checklist have been provided by BST for a
nunber of years, such as co-location. Finally, M. Scheye testified
that the rates contained in BST' s statenent are cost-based. M. Scheye
testified at length that the rates contained in the statenment were
taken fromrates contained in arbitration proceedi ngs between BST and
AT&T, FCC proxy rates and agreenents entered into with CLECs. M.
Scheye stated that all rates were within the range of cost information
provided to this Comm ssion by both AT&T and BST during the Bell Sout h-
AT&T Arbitration proceeding, PSC Docket No. 96-378-C. Further, M.
Scheye enphasized that the interim rates contained in the statenent
are to be adjusted following review by this Conm ssion of additional
cost studies which were nmade available on June 9, 1997. Finally, M.
Scheye testified that the Act does not require permanent rates for

checkl i st conpliance.

Janes G Harral son:

M. Harral son testified that BSLD woul d offer | ong distance service in
South Carolina as soon as it was authorized to do so. M. Harral son
stated that BSLD has applied for a certificate of authority and has
filed with this Comm ssion a proposed tariff containing rates 5% bel ow
AT&T's basic rates. M. Harralson testified that approval of BSLD to
provide such service in South Carolina would generate over tine

substantial rate decreases to long distance custoners in South
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Carolina and al so generate a substantial anpbunt of associated econom c

activity wwthin the State.

M chael J. Rai nondi:

Dr. Rainondi is an economst wth the WEFA Goup. Dr. Rainondi
testified that WEFA had undertaken a study to establish an estimte of
the benefits associated with entry by BSLD into the long distance
mar ket pl ace in South Carolina. Based on an assunption of a 25% decline
in long distance rates over the first five years after entry, WEFA
estimates that nearly 13,000 jobs would be created in the South
Carolina econony and real gross state product would grow by nearly

$1.2 billion as a result of such entry by BSLD.

Fr ank Hef ner:

Dr. Hefner testified as an econom st famliar with the South Carolina
econony. Dr. Hefner confirned that the WEFA nodel was based on
reliable assunptions and woul d produce reliable results with regard to

the South Carolina econony.

WIlliamE. Tayl or:

Dr. Taylor testified as an econom st that the public interest favored
approval of entry by BSLD into the long distance market in South
Carolina. Dr. Taylor confirmed that studies have established a | ock-

step pattern of price increases in basic rate schedul es undertaken by



DOCKET NO. 97-101-C — ORDER NO 97-640
JULY 31, 1997
PAGE 15

the major long distance providers over the past several vyears. Dr.
Taylor testified that entry by BSLD in South Carolina would lead to
substantial rate reductions of as nmuch as 25% in the market price for
long distance services in the first year. In ternms of consuner
surplus, this decrease in the market price of long distance service in
South Carolina equates to a benefit of at |east $9 and as nuch as $14

a nont h.

Mel i ssa O osz:

Ms. Closz testified on behalf of Sprint. Ms. O osz summari zed several
i nstances where Sprint Metropolitan Networks, Inc. had encountered
problens interconnecting wth BST in the Olando, Florida area.
However, Ms. Closz admtted that Sprint had not filed any conplaints
with the Florida Public Service Conm ssion or the FCC regarding its
problenms. Ms. Closz also testified that BST's interfaces did not
support all the functionalities and capabilities that Sprint wanted.
However, M. Closz acknow edged that the interfaces were being

i nproved and that additional inprovenents were planned.

David E. Stahly:

M. Stahly testified on behalf of Sprint. M. Stahly testified that
the public interest was against approval of BSLD to offer |ong

di stance service in South Carolina. M. Stahly testified that to all ow
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BSLD to enter the market would renpbve any incentive from BST to

accommodat e | ocal conpetition.

Don J. Wod:

M. Wod testified on behalf of AT&T and MCI. M. Wod testified that
the rates for both UNE s and interconnection were not cost-based and,
therefore, were not in conpliance with the standards of the 1996 Act.
M. Wod encouraged the Conmm ssion to institute proceedi ngs to adopt a
specific <costing nethodology and review all interim rates in

accordance therew th.

Thomas R. Beard:

Dr. Beard testified on behalf of AT&T and MCI. Dr. Beard testified
that the public interest in South Carolina was to delay entry into the
| ong di stance marketplace by BSLD. Dr. Beard justified the delay based
on the potential harm to |ocal conpetition. Dr. Beard testified that
he believed that BST would not encourage |ocal conpetition, that BST
woul d forecl ose the market for |ocal access by |ong distance conpanies
and the bundling of long distance and |ocal service together by BST
woul d either |) constitute a barrier to entry by other conpetitors or
2) that BST would price the bundled services at a premum thus

negati ng any consuner benefit fromthe bundl ed offering.

John Hamman:
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M. Hanman testified on behalf of AT&T. M. Hamman testified that BST
had not net nunerous checklist itenms. M. Hamman testified that
al though BST and AT&T had agreed on performance neasurenents that
results were just becoming available so that BST' s checklist
conpliance had not yet been sufficiently measured. M. Hamman al so
testified that because conpetitors had not yet ordered quantities of
several UNE's, BST's ability to provide them could not be confirned.
Finally, with regard to several checklist itens, M. Hamman testified
that BST was not providing AT&T capabilities that were required under
its interconnection agreenents in other states and thus did not neet

addi ti onal checklist itens.

Jay Bradbury:

M. Bradbury testified on behalf of AT&T. M. Bradbury comrented on
BST's OSS, principally focusing on the LENS interface. M. Bradbury
provi ded nunerous exanples of how AT&T felt the OSS did not provide
AT&T the useability and capabilities it needed in order to conpete.
M. Bradbury acknowl edged that BST has nodified LENS to provide
functions requested by AT&T and that additional nodifications

requested by AT&T are forthcom ng.

Al en G Buckal ew

M. Buckalew testified on behalf of the South Carolina Consuner

Advocate. M. Buckalew testified that the long distance market in
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South Carolina was not as conpetitive as it ought to be. However, M.
Buckal ew believed that Bell South Long Di stance should not be all owed
to provide long distance services until |ocal telephone markets in
South Carolina faced effective conpetition. M. Buckalew also
testified that the Comm ssion should review the costs underlying the

rates in the Statenent.

Janes C. Fal vey:

M. Falvey testified on behalf of ACSI. M. Falvey testified that ACSI
has placed facilities in several netropolitan area of South Carolina,
but is not providing facilities-based |ocal exchange service. M.
Fal vey testified that ultimately ACSI intends to provide facilities-
based |ocal exchange service in South Carolina. However, M. Falvey
conceded that ACSI has no current plan or commtnent as to when | ocal
services nmay be provided. In direct testinony adopted by M. Falvey,
ACSI stated that it had no intent to conpete for residence custoners
in South Carolina. M. Falvey also stated that ACSI has chosen to
deploy switched I|ocal exchange services in other places such as
CGeorgia, Texas, New Oleans and Baltinore before deploying in South
Carolina. M. Falvey also testified concerning service problens

encountered by ACSI in dealing with BST in Georgi a.

Joe G Il an:
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M. Gllan testified on behalf of AT&T, MI and the South Carolina
Conpetitive Carriers Association. M. Gllan testified as to the
public interest of allowng Bell South Long D stance to provide |ong
di stance service in South Carolina. M. Gllan testified as to his
belief that long distance prices in South Carolina were not too high
and would not be reduced after Bell South Long Di stance entered the
market. M. Gllan further testified that the amunt of UNEs
provi si oned by BST region-wide was insufficient to determ ne that BST
had nmet its burden of opening its local market to conpetition.
Therefore, M. GIllan concluded that it was premature for Bell South

Long Di stance to provide |ong distance service in South Carolina.

| V. FI NDI NGS AND CONCLUSI ONS

A. Review of Conpetition in South Carolina

1. Local Conpetition

At this point in time, alnost eighteen nonths after the passage of the
1996 Act, there is no facilities-based |ocal conpetition in South
Carolina. Furthernmore, none of BST's potential conpetitors are taking
any reasonable steps towards inplenenting any business plan for
facilities-based |ocal conpetition for business and residence
custoners in South Carolina. Notably absent in this proceedi ng was any

testinony by any intervenor, other than ACSI, of any intent to ever
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conpete on a facilities basis for local custoners in South Carolina.
The Comm ssion notes that in the BST - AT&T Arbitration proceedi ng
AT&T testified at length that it had no plans for facilities-based
conpetition in South Carolina and that such conpetition by any

conpetitor of BST was years away.

ACSI, the only intervenor which stated that it had placed facilities
in South Carolina, testified that it does not conpete as a |ocal
service provider, but rather only as an access provider. Wile ACS
stated in response to cross-examnation from MI that it had an
"intent" to conpete in the future, ACSI testified that it had no
business plan or firmcommtnent to place the necessary facilities in
South Carolina to begin to provide such conpetition. Mreover, in its
testinmony, ACSI stated that it had no intent to conpete for residence
custoners in South Carolina. M. Falvey, testifying on behalf of ACSI,
stated that ACSI's decision not to conmpete in South Carolina is not
related to any action on the part of BST, but rather its own business
decision to deploy its capital in other areas, such as Georgia, Texas,

New Orl eans and Bal ti nore.

BST has voluntarily negotiated and submtted to this Comm ssion in
excess of 50 interconnection agreenments with various other conpanies.
This Comm ssion has approved every such agreenent submitted to it.
This Conmm ssion has also approved over 10 applications for | ocal

service authority in South Carolina, including applications from AT&T,
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MCI Metro and Sprint. AT& and BST successfully concluded their
arbitration process before this Conmmssion by submtting an
i nterconnection agreenent for approval, which approval was granted on
June 20, 1997. In short, this Comm ssion has taken every step
available to it to encourage and to foster local conpetition in the

State of South Carolina.

O her than vague allegations, no intervenor has provided any
substantive proof that BST has taken any action to prevent or to
retard the developnment of |ocal conpetition in South Carolina. In
fact, the testinony in this proceeding established that BST has
devoted substantial resources involving the efforts of hundreds of
enpl oyees and the expenditure of hundreds of mllions of dollars to
meet or to exceed the requirenents of the 1996 Act to open its |ocal
market to conpetition. (Qbviously, the sane processes, systens,
personnel and facilities are used by conpetitors in other areas in
Bel |l South's region as a basis for vigorous |ocal conpetition.
Therefore, this Comm ssion nust conclude that Bell South has net the
burden of establishing that its local market in South Carolina is open

to conpetition.

2. Long Di stance Conpetition

In 1982, this Comm ssion becane the first state conmmission in this

country to approve a request for authority to provide conpetitive |ong
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di stance service in the State of South Carolina. Since then, this
Comm ssi on has established a history of encouraging conpetition in all
| ong distance markets in South Carolina. In fact, this Conm ssion has

approved over 400 certificates for |long distance authority.

Thi s Commi ssion has been greatly concerned over the | ast several years
as the mgjor long distance providers have instituted several rounds of
| ock-step price increases in their basic rate schedul es. Furthernore,
this Conm ssion has never been able to establish whether or not
reductions in intrastate access charges have been passed through to
| ong distance custonmers. Several wtnesses in this proceeding have
established that for |arge business custoners, in particular, the |ong
di stance nmarket is conpetitive. However, nmany residence customers who
do not subscribe to discount plans or who subscribe to discount plans
based on basic rate schedules have seen their long distance rates

i ncrease over the past few years.

B. Overview of the Act

The Act is a landmark bill in the history of telecomunications. Prior
to its enactnent, the Modification of Final Judgnent barred Regi ona
Bel | Operating Conpanies ("RBOCs") from providing interLATA service,
and excl usive state franchises or grants of authority protected RBOCs
from conpetition in their local service territories. The 1996 Act

intended "to provide for a proconpetitive, deregul ated national policy
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framewor k designed to accelerate rapidly private sector deploynent of
advanced tel ecomruni cations and information technol ogi es and services

to all Anericans by opening all telecommunications narkets to

conpetition.” S. Rep. No. 230, 104th Cong., 2d Sess. 1 (1996)

("Conference Report") (enphasis supplied). Congress debated for many
nmonths the best way to open all telecomunications markets, and the
Act that energed reflects a balanced set of rules designed to govern
conprehensively both the opening of the |ocal nmarkets and the opening

of the in-region interLATA markets to conpetition by the RBQOCs.

The first step was opening |ocal telecomunications nmarkets. See, 142
Cong. Rec. S688 (daily ed. Feb. 1, 1996) (statenment of Sen. Hollings)
(Bell conpanies nust "open their networks to conpetition prior to
their entry into 1long distance"). Congress set out specific
requi renents for opening local markets in Sections 251-253 of the Act
and nmade entry into long distance under Section 271 conditional upon
the BOCs doing so. 141 Cong. Rec. S8138 (daily ed. June 12, 1995)
(statement of Sen. Kerrey); see, 141 Cong. Rec. S8152-8153 (daily ed.
June 12, 1995) (statenent of Sen. Breaux) (BOCs allowed to sell 1ong

di stance and required to open | ocal exchange narkets).

Congress did not sinply renove the legal barriers to entry and |eave
new entrants to fend for thenselves against entrenched incunbents. To
assist new entrants into the local market, Congress went to

extraordinary lengths to ensure that new entrants will have avail able
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to them -- in addition to facilities of their own -- a set of
functions, capabilities and services fromthe established incunbent’s
network to begin providing conpeting |ocal exchange service. The
conplete set of functions, capabilities and services arise out of a
conbi nati on of obligations inposed on incunbent LECs under Section 251

(a)(b) and (c). As stated by the Eighth Grcuit Court of Appeals:

The Act effectively opens up local markets by inposing
several new obligations on the existing providers of |oca

tel ephone service in those markets. . . . Anobng other
duties, the Act requires incunbent LECs (1) to allow other
tel ecommuni cation carriers (such as cable television
conpanies and current long distance providers) to
interconnect with the incunbent LEC s existing |ocal network
to provi de conpeti ng | ocal t el ephone service
(interconnection); (2) to provide other telecomrunication
carriers access to elements of the incunmbent LEC s | ocal

network on an unbundl ed basis (unbundl ed access); and (3) to
sell to other teleconmunication carriers, at wholesale
rates, any tel ecommunications service that the incunbent LEC

provides to its retail custoners (resale).

lowa Utilities Bd. v. FCC, 109 F.3d 418, 421-22 (8th Cr. 1996).
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The court also noted that "[t]o acconplish these directives, the Act
pl aces a duty on incunbent LECs to privately negotiate in good faith
conprehensi ve agreenents with other tel ecomrunication carriers seeking
to enter the local market." 1d. at p. 422 (Cting 47 US.C 88§
251(c) (1), 252(a)). And the court further observed: "If the incunbent
LEC and the carrier seeking entry are unable to reach a negotiated
agreenent, either party may petition the respective state conmm ssion
to conduct a conpul sory arbitration of the disputed issues and arrive

at an arbitrated agreenent.” 1d. (Gting 47 U S.C. 88 252(h)).

In addition to negotiating and to arbitrating private agreenents with
new entrants, t he Act af fords i ncunbent LECs ("ILECs")t he
unconditional right to prepare and file at any tine a statenent of
generally available ternms and conditions. Section 252(f) provides

t hat :

A Bell operating conpany may prepare and file with a State
commi ssion a statenent of the terns and conditions that such

conpany generally offers within that state to conply wth

the requirenents of section 251 and the regulations
t hereunder and the standards applicable under this section.

(enmphasi s suppl i ed)
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47 U.S.C. § 252(f)(1). Once approved by the Comm ssion, the Statenent
can provide the proper vehicle for CLECs to use to enter the |oca

mar ket quickly wthout having to negotiate an interconnection
agreenent with an ILEC. The Statement nmay be particularly useful to
smaller carriers that wish to do business with the ILEC w thout
becom ng involved with formal negotiations. Approval of a statenent of
general terns and conditions is also an inportant step which can be
used by an RBOC to obtain authorization to provide in-region interLATA
services. An RBOC may use an approved statenent to denonstrate its
conpliance with the application process described in 47 US C 8§
271(c)(2)(B) (Track B), which requires an RBOC to show that such a
statenent has been approved or has been permtted to take effect.

Further, while an application to the FCC wunder 47 USC 8§
271(c)(2) (A (Track A) does not explicitly require an approved
statenent, an RBOC could presumably use an approved statenment to
suppl ement interconnection agreenents with CLECs that may not include

all itenms fromthe checkli st.

A state comm ssion nmay not approve such a statenment unless it conplies
with Section 251 and the pricing standards for interconnection, UNE s
and resale contained in Section 252(d). This is the sanme standard to
be applied by this Conmm ssion for approval of arbitrated agreenents.
Conpare 47 U.S.C. 8§ 252(f)(2) with 47 US C. § 252(e). The state

comm ssion to which a statenent is submtted shall, not |later than 60
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days after the date of such subm ssion, conplete its review of such
statenent (unless the submtting carrier agrees to an extension of the
period for such review); or permt such statenment to take effect

wi thout actually approving it. 47 U S.C. § 252(f)(3) & (4).

Thus, in order to approve BST's Statenent, the Conm ssion nust find
that it conplies with Section 251 and the pricing standard contained
in Section 252(d). These provisions require BST to offer nunber
portability; dialing parity; access to tel ephone nunbers, operator
services, directory assistance and directory |listings; access to
rights of way; reciprocal conpensation for the transport and
term nation of tel ecomunications; interconnection at any technically
feasible point; resale of retail services at an avoi ded cost discount;

and access to unbundl ed network el enents at rates based on cost.

The complete set of functions, capabilities and services nmade
avail able to CLECs by the | egal obligations inposed on BST in Sections
251 and 252(d) are the sane as the itenms contained in the 14-point
conpetitive checklist in Section 271. Accordingly, a finding by the
Commi ssion that BST's Statenent satisfies the obligations under
Sections 251 and 252(d) necessarily includes a finding that the
Statenent neets the 14-point conpetitive checklist under Section 271.
For this reason and for ease of discussion, the Conm ssion describes
bel ow how the Statenent conplies with Section 251 and Section 252(d)

with reference to each itemon the conpetitive checklist.
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In order to satisfy the checklist under 47 US. C 8§ 271(c)(2)(B),
(Track B), BST nust show that it "offers all of the items included in
the conpetitive <checklist" through 1its statenent of generally
avai l abl e ternms and conditions. (enphasis supplied). BST has made this

showing. To "offer” neans to make available.” Wbster’s New

Collegiate Dictionary (1973). Approval of the Statenent does not

require BST to denonstrate that it 1is actually providing each
checklist item However, BST has established that it has actually
provided each item in its nine-state operating region. The Act
requires only that the itens in the Statenent be "generally offered",
and that the rates, terns and conditions of the itens are consistent

with Section 251 and 252(d) of the Act.

C. BST's Statenent Meets the Requirenents of the 14-Point Conpetitive

Checkl i st

The Comm ssion finds that the rates, terms and conditions of
i nterconnection, unbundling and resale in the Statenent conply wth
Section 251 and 252(d) of the Act. They reflect in a very specific and
detailed way the Commssion’s rulings in the Bell South-AT&T
arbitration proceeding in Docket No. 96-358-C and are consistent with
the voluntary interconnection and/ or resal e agreenents executed by BST

and various CLECs. BST has executed over 100 such agreenents region-
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wi de and this Comm ssion had approved approxi mately 40 such agreenents
in the state of South Carolina as of the hearing in this matter.
Approxi mately 10 of the CLECS that have approved interconnection
agreenents with BST in South Carolina have received Conm ssion
approval to operate as CLECs within the State. Other CLEC applications

are pendi ng.

The record reflects that BST has supplied the personnel, resources and
procedures to provide the checklist itenms to CLECs upon request. As
testified by Bell South witness Bill Stacy, BST has created an entire
new officer-|evel organization, Interconnection Operations, which is
responsible for all oper at i onal aspects  of provi sioning and
mai ntai ning services for CLECs. As a part of its efforts to serve its
CLEC custoners, BST has established two ordering centers in Birm ngham
and Atlanta dedicated to CLEC custoners. These centers currently have
approxi mately 280 enpl oyees. They will be staffed by approximately 320
enpl oyees by the end of 1997. A Custoner Support Mnager is assigned
to each CLEC to provide a single liaison point if a CLEC custoner has
operational issues that are not satisfactorily resolved by the nornal
center processes. BST has gat hered forecasts of expect ed
transaction/order volumes from its CLEC customers to allow it to
proj ect ordering volunes, provisioning volunes, and trouble reporting
volunes and to staff its support systens accordingly. BST also has

devel oped the nethods and procedures for the functions of pre-
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ordering, ordering and provisioning, naintenance and repair, and
billing which provide CLECs with access to the required information
and functions in substantially the sanme time and manner as Bell South’s

access for its retail custoners.

Al t hough AT&T, MCl, and others challenged BST's ability to offer the
checklist itens, they offered no evidence to dispute that BST has, in
fact, been providing the checklist itens in substantially the sane

time and manner as it does for its retail operations.

Checklist Item No. 1: Interconnection in accordance with the

requi renents of Sections 251(c)(2) and 252(d) (1)

I nterconnection permts the exchange of l|ocal traffic between the
networks of BST and a CLEC over trunks termnated at specified
i nterconnection points. Section | of BST' s Statenent provides for
conpl ete and ef ficient i nt erconnection of requesting
tel ecommuni cations carriers’ facilities and equipnment wth BST s
network. This involves the follow ng conponents: (1) trunk term nation
points generally at BST tandens or end offices for the reciproca
exchange of local traffic; (2) trunk directionality allowing the
routing of traffic over a single one-way trunk group or a two-way
trunk group depending upon the type of traffic; (3) trunk termnation

t hrough virtual collocation, physical collocation, and interconnection
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via purchase of facilities from either conpany by the other conpany;
(4) internmediary l|ocal tandem switching and transport services for
interconnection of CLECs to each other; and (5) interconnection
billing. Al though the Conmm ssion discusses the issue of rates in nore
detail below, the Comm ssion notes here that BST has included in its
Statenent rates within the interimFCC proxy rates that the Conm ssion
ordered BST and AT&T to use in their interconnection agreenent for

call transport and term nation.

Finally, as testified by BellSouth witness Keith MIlner, BST has
procedures in place for the ordering, provisioning, and mai ntenance of
its interconnection services as well as technical service descriptions
outlining its local interconnection trunking arrangenents and sw tched
| ocal channel i nt erconnecti on. M . M | ner presented unrefuted
testinmony that, as of June 1, 1997, BellSouth had installed
approximately 19,360 interconnection trunks from CLECs’ switches to
Bel | South’s switches in Bell South’s nine-state region. M. Ml ner also
testified that Bell South has successfully tested its capabilities to

provi de each of these itens.

The Intervenors presented no evidence to rebut the testinony of M.
Scheye and M. MIlner regarding Bell South’s proven ability to offer
this checklist item AT&T's witness, M. Hamman, testified that, in
his opinion, BST had not net this checklist item because BST had

purportedly not fully satisfied AT&T s interconnection needs set forth
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in the Bell South-AT&T interconnection agreenent. Irrespective of
whet her AT&T and BST have reached a satisfactory resolution of that
i ssue, however, the fact remains that BST has provisioned in excess of
19,000 interconnection trunks to date. The test that BST nust neet is
not whether BST satisfied every condition of a private arbitration
agreenment wth AT&T. Rather, BST nust show that it has nade
i nterconnection generally available to CLECs, as required by Section

252(f). BST has nade this show ng.

Checklist Item No. 2: Nondiscrimnatory access to network

el ements in accordance with the requirenments of Sections

251(c)(3) and 252(d) (1)

This checklist item reflects BST' s general obligation under Section
251(c)(3) to provide nondiscrimnatory access to network elenments on
an unbundl ed basis at any technically feasible point under just and
reasonable rates, terns, and conditions. Further, requesting carriers
are allowed to conbine elenents in order to provide tel econmuni cations
services. Since many of the wunbundled network elenments BST wll
provide fall wunder other items in the 14-point checklist, the
Comm ssion w Il discuss those specific elenents under their respective
checklist itenms below The discussion here will include collocation

oper ati ons support systens, and the Bona Fi de Request process that BST
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will use to facilitate requests by any new entrant for interconnection
or UNE's not specifically included in the checklist or BST s
Statenent. The Comm ssion w |l analyze the appropriateness of BST s

proposed rates for UNE's in Section IV.C. below

a. Coll ocation

Wiile not specifically nentioned as a checklist item Section
251(c)(6) <charges BST wth the duty to provide the physical
col l ocation of equipnment necessary for interconnection or access to
UNE's at rates, terns and conditions that are just and reasonabl e.
This process will allow a CLEC access to BST's switching offices, for
exanple, so that the CLEC may place its switches alongside BST s
equi pnent. BST wll provide virtual collocation where physical
collocation is not practical for technical reasons or space

limtations.

M. Mlner testified that BST has technical service descriptions and
procedures in place for the ordering, provisioning and nai ntenance of
its collocation services. Since |late 1996, one CLEC s facilities have
been physically collocated in BST's Courtland Street Central Ofice in
Atlanta. Although no CLEC in South Carolina has ordered a physical
col l ocation arrangenent, 56 physical collocation arrangenents were in
progress at the tine of this hearing across Bell South’s region. There

is also no dispute that wvirtual collocation is available from



DOCKET NO. 97-101-C — ORDER NO 97-640
JULY 31, 1997
PAGE 34

Bel | South, as evidenced by the five virtual collocation arrangenents
in place at the time of the hearing and one additional arrangenent in
progress. Further, M. Mlner testified that Bell South had 133 virtual
collocation arrangenents in service to CLECs across its region as of

May 31, 1997 with an additional 45 arrangenents in progress.

b. Operational Support Systens

The Comm ssion finds that BST's electronic interfaces through which
the CLECs nust access necessary operational support systenms permt the
CLECs to access those systenms in a nondiscrimnatory manner. Not only
did the testinmony of BST witness Ms. doria Calhoun establish that
BST s oper at i onal support systens provi de CLECs wth t he
functionalities they need to provide |ocal tel ecommunications services
in conpetition with BST, her testinony also denonstrated that the
CLECs who desire access to these operational support systens have

adequat e access to them

The el ectronic interfaces that BST has in place generally provide non-
discrimnatory access to BST' s operational support systens in the
manner required by the FCC. The FCC has stated that the CLECs nust
have access to the incunbent |ocal exchange conpany’s operational
support systens "in substantially the sanme tinme and manner that an
i ncunbent can for itself." See, FCC First Report and Oder, { 518.

Further, the FCC also required access to operational support systens
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"under terns and conditions that would provide an efficient conpetitor
with a meaningful opportunity to conpete.” 1d. at 9§ 315 In
considering whether the electronic interfaces provide CLECs with the
access to BST' s operational support systenms as required by the Act,

this Conmm ssion uses the same standard articul ated by the FCC.

Ms. Calhoun’s testinony confirmed that BST s electronic interfaces
provi de access to BST s operational support systens for pre-ordering,
ordering, maintenance and repair, and billing that is substantially
the same as, and in nmany cases better than, that which it provides to
personnel supporting BST's retail custoners. In evaluating these
interfaces, the Comm ssion has been careful to distinguish between the
| egal standard that BST nmust neet in order to show conpliance with the
conpetitive checklist set forth in 47 US C § 271(c)(2)(B), and the
hi gher standard that BST has set for itself in seeking to accommodate
the desires of certain |large CLECs, such as AT&T. Although AT&T and
other CLECs may ultimately be BST s conpetitors, AT&T and ot her CLECs
wll also be BST's custoners. Therefore, BST will undoubtedly provide
AT&T and others with services that go beyond that which is required by

the Act.

The conpetitive checklist is sinply the m nimum standard that BST nust
meet in order to seek perm ssion to enter the interLATA |ong distance
mar ket. Al t hough that m ni mrum standard has al ready been reached, BST' s

testinmony shows that it will continue to upgrade and to enhance its
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systens. However, the Comm ssion does not construe the continuing
i nprovenent of certain aspects of BST's interfaces as an adm ssion
that the systens do not already fulfill the conpetitive checklist. The
protestations of AT&T and others notw thstanding, the fact is that the
el ectronic interfaces for pre-ordering, ordering and provisioning,
mai nt enance and repair, and billing are operational and conply wth
the conpetitive checklist today. These interfaces are discussed

briefly bel ow.

1. Pre-ordering

Ms. Cal houn’s testinony established that BST's electronic interfaces
for preordering conply fully with the requirenents of the Act and the
FCC Oder. The LENS interface permts CLECs to obtain, in

substantially the same tine and manner as BST, the foll ow ng:

(1) address validation;

(2) tel ephone nunber selection, including special nunber assignnent;

(3) product and service selection;

(4) due date information; and

(5) custoner record information.

LENS is a graphic "point and click” interface which CLECs may use

regi on-wi de for both residence and busi ness support. In contrast, BST
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per sonnel must use at |east two systens, one supporting residence and

one supporting busi ness.

In addition, BST has agreed to provide AT&T with a custom zed pre-
ordering interface designed to AT&T's specifications, which goes
beyond the requirenents of the Act. BST's wllingness to accommobdate
AT&T shoul d not be construed as proof that LENS is non-conpliant. The
Comm ssi on recogni zes that while AT&T criticizes LENS as being a non-
i ndustry standard interface, there is currently no industry standard
for pre-ordering. Thus, AT&T's own custom zed interface is not an

i ndustry standard.

2. Ordering and Provisioning

BST's ordering and provisioning systens accunulate and format the
information, such as pre-ordering information, needed to enter an
order in BST's Service Oder Control System ("SOCS'). Wthout
repeating the detail ed discussion of these systens set forth in M.
Cal houn’s testinony, the Comm ssion does enphasize that BST enpl oys
two industry-standard ordering systens, depending upon the type of
service ordered. The first is the EDI interface for resale orders and
sinple unbundled network elenents, such as unbundled ports. ED
permts CLECs to order for resale 30 retail services that account for
nost of BST's retail revenue. These orders can be entered into SOCS

w t hout manual intervention. ED also can be used to support orders
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for unbundl ed | ocal | oops, unbundl ed ports, interim nunber

portability, and local |oop/interimnunber portability conbinations.

Additionally, ED allows CLECs to place orders for four "conplex"
services, such as PBX trunks or SynchroNet® service. Qher conplex
services, such as SmartR ng® service, not currently supported by EDI
are handled in the same manner for both CLEC custoners and BST retail
custoners. BST wi tness Jane Sosebee described the significant anount
of manual paper work and tel ephone calling necessary to process sone
conplex service orders for BST's retail custonmers. The fact that a
CLEC custoner may have to experience this same manual ordering process
for these sanme services does not place the CLEC at a conpetitive

di sadvant age with BST.

BST's existing EXACT interface also allow CLECs to order
i nterconnection trunking and other nore infrastructure-type unbundl ed
network el enents. The Conmm ssion notes that the EXACT ordering system
is the sane industry-standard interface used by BST for processing

access service requests frominterexchange carriers.

The testinony of M. Calhoun and M. Stacy denonstrated that these
systens are operational and are capable of processing a sufficient
nunber of orders to permt meaningful conpetition in South Carolina.
The Comm ssion observes that BST' s harshest critic of the capacity of

these systens--AT&T--did not produce a policy wtness in these
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proceedi ngs whom t he Conm ssion could question regarding AT&T s pl ans
to begin offering local service in South Carolina. AT&T' s clains of
"insufficient capacity" ring hollow when AT&T is not willing to even
share with the Comm ssion its plans to provide South Carolinians with

a choice of |ocal service providers.

The capacity of the ED ordering system including the nechanized
order generation capability, has been verified as being at |east 5, 000
| ocal service requests per day, which is the capacity for which this
system was initially designed based on forecasted ordering vol unes
supplied by CLECs thenselves to BST. Additional capacity is avail able
for rapid turn up that woul d double the capacity to 10,000 orders per
day. As M. Stacy confirmed, CLEC ordering activity to date has not
cone close to approaching the forecasted volunme. Conpliance with the
Act does not require BST to build out capacity for which there is no
reasonabl e expectation at this time. BST will continue to forecast
ordering volunes based on CLEC input. Also, although ED is the
i ndustry standard interface for CLEC ordering, BST has nmade ordering
an additional opt i onal capability available through its LENS

i nterface.

3. Maintenance and repair.

Ms. Cal houn testified that CLECs may access maintenance and repair

information in substantially the sanme tinme and manner as BST. For
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design circuits, BST provides CLECs with the sane real-tinme electronic
trouble reporting interface that 1is available to interexchange
carriers. CLECs also have access to the sanme |ocal exchange service
trouble reporting systemthat BST uses for its retail custoners -- the
TAFI system The TAFI system which analyzes troubles, initiates
testing, and provides CLECs with recommendations for clearing the
trouble, is the sane as the TAFlI system used by BST. The only
difference is an electronic and nearly instant security check that

verifies that a CLEC is accessing only its custoners’ information.

M. Stacy testified that BST tested the CLEC version of TAFI to ensure
it functioned properly before offering it to the CLECs. From March 17
through April 16, 1997, a group of BST repair attendants used the CLEC
version of TAFI to process about 10,000 trouble reports from rea

custoners. The CLEC version of TAFI worked in the same time and manner

as BST's TAFI.

TAFI currently will support 65 sinultaneous users with the vol une of
1300 troubles per hour. BST is in the process of activating a second
processor that wll double the capacity to 130 sinultaneous users

Furthernore, a "hot spare" for TAFI that can be activated al nost
i mredi ately and woul d i ncrease capacity by an additional 65 users for
a conbined total of 195 sinultaneous users and 3900 troubles handl ed
per hour. The current capacity far exceeds usage to date and

forecasted usage in the imediate future.
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4. Billing

CLECs have electronic access to daily billable usage data, through
whi ch CLECs have access to the data they need in substantially the
sane time and manner as BST. M. Stacy testified that these billable
usage files are generated through the sanme nmainframe-based systens
that have been used to bill for IXCs for quite sone tinme. Wth
exi sting spare capacity, BST has identified no constraints to its

capacity to process daily usage files for CLECs.

5. Bona Fi de Request Process

Though not specifically addressed in the Act, the Bona Fi de Request
process provides a nethod by which BST can satisfy its duty under the
Act to provide nondiscrimnatory access to network elenents as
requested by any teleconmunications carrier. The Conm ssion agrees
that this is appropriate for inclusion in the Statenent to recognize
that new entrants may, over tinme, desire additional capabilities not

specifically nentioned in the checklist.

BST has jointly developed a Bona Fide Request process with AT&T to
request a change to services and elenents including features,
capabilities or functionality. The Bona Fi de Request process was not a
subject of dispute in the BST-AT&T arbitration. This process is
available to any new entrant with a need for interconnection or

unbundl ed capabilities not included in the Statenent. This process
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addresses procedures and tine frames for requests such that each party

fully understands the progress of each request.

In sum the Comm ssion concludes that BST' s Statenent provides CLECs
wi th nondiscrimnatory access to network elenments in accordance with

the requirenents of the Act.

Checklist Item No. 3: Nondiscrimnatory access to poles,

ducts, conduits, and rights-of-way in accordance with the

requi renents of Section 224

In Section IIl of the Statenent, BST offers access to poles, ducts,
conduits and rights-of-way to any CLEC via a standard |icense
agreenent. M. Mlner testified that, as of the hearing, 13 CLECs have
executed |icense agreenents with BST to allow them to attach their
facilities to BST's poles and place their facilities in BST s ducts
and conduits. Nine of those license agreenents are with CLECs who are
authorized to provide service in South Carolina. Further, M. MIner
noted that BST has been providing cable tel evision conpanies and power
conpanies with access to poles, ducts, conduits and rights-of-way in
South Carolina and throughout its region for many years. No party to
this proceeding introduced any evidence to dispute BST' s testinony
t hat access to poles, duct s, conduits and rights-of-way is

functionally avail abl e from BST.
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Checklist Item No. 4: Local l|oop transmssion from the

central office to the custoner’s prem ses, unbundled from

| ocal switching and ot her services

The local loop is a dedicated facility, (e.g., a cable pair) fromthe
custoner’s premses to the main distribution frame of the serving
central office. This checklist item as well as checklist itens 4-7
and 9-12, are functions and capabilities associated with a switch, and
thus are only necessary for a facilities-based CLEC that has its own
swtch. By choice, no CLEC has placed a switch in South Carolina,
al t hough ACSI has stated its intention of doing so at sone indefinite
time in the future. The CLEC s failure to request these itens does not
translate into a failure to neet the checklist because, as M. Ml ner
and M. Scheye testified, each of these functions and features is

available in the Statenent.

In Section IV of the Statenent, BST offers several |oop types that
CLECs nmay request in order to neet the needs of their custoners.
According to M. Mlner, BST has technical service descriptions
outlining unbundl ed | oops and subl oops that are available from BST,
and BST has inpl enmented procedures for the ordering, provisioning, and
mai nt enance of unbundl ed | oops and subl oops. Wiile as of yet no CLEC

in South Carolina has requested any unbundled |oops from BST, as of
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June 1, 1997, BST had provisioned 2,654 unbundled loops to CLECs in

its nine-state region.

Further, M. Mlner testified that BST has al so conducted testing to
verify that unbundled local |oop transmssion is available to CLEGCs.
Specifically, BST has tested the availability of 1) 2-wire and 4-wire
unbundl ed voice |oops; 2) 56 Kbps and Basic Rate Interface unbundl ed
digital loops; 3) unbundled DS1 with bundled interoffice transport; 4)
ADSL capable loop; and 5) HDSL 2-wire and 4-wire capable |oops. BST
has generated orders for these itens and those orders flowed through
the BST systemin a tinely and accurate fashion. Based upon the record
before it, the Conm ssion concludes that BST has nmet this checkli st

item

Checklist Item No. 5: Local transport fromthe trunk side of

a wireline local exchange carrier switch unbundled from

switching or other services

There are two types of local transport--dedicated and conmmon.
Dedi cated transport is used exclusively by a single carrier for the
transm ssion of its traffic. For exanple, a CLEC switch can connect
directly to a BST switch through the use of dedicated transport.
Common transport is used to carry the traffic of nore than a single

conpany for the transmssion of their aggregate traffic. Comon
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transport can connect a BST end office to another BST end office or to
a BST tandem When a tandem switch is involved, a separate charge for
tandem swi tching would apply in addition to the transport rates. This
is simlar to the application of a tandem switching charge for

i nterconnection at a tandem sw tch.

BST offers unbundled |ocal transport in Section V of its Statenent
wi th optional channelization for such local transport from the trunk
side of its switch. BST offers both dedicated and common transport for
use by CLECs, including DSO channels, DS1 channels in conjunction with
central office nultiplexing or concentration, and DS1 or DS3
transport. M. Mlner testified that BST has technical service
descriptions outlining both dedicated and shared interoffice
transport, and has procedures in place for the ordering, provisioning
and mai nt enance of these services. Wiile no CLEC in South Carolina has
yet requested dedicated |ocal transport from BST, BST has provided 716
dedi cated trunks providing interoffice transport to CLECs in BST s
nine-state region as of June 1, 1997. Further, BST has tested its
nmet hods and procedures for these services and has denonstrated its
ability to place these facilities in service and generate a tinely and
accurate bill for them The Conmm ssion concludes, therefore, that
unbundl ed | ocal transport is functionally available and that BST has

met this checklist item
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Checklist Item No. 6: Local swtching unbundled from

transport, |local |oop transm ssion, or other services

M. Scheye testified that local switching is the network el enent that
provides the functionality required to connect the appropriate
originating lines or trunks wired to the main distributing frane, or
to the digital cross connect panel, to a desired termnating |line or
trunk. The nobst common |ocal switching capability involves the line
termnation (port) and the line side switching (dial tone) capability
in the central office. The functionality includes all of the features,
functions, and capabilities provided for the given class of service,
including features inherent to the swtch and the switch software and
i ncludes vertical features, such as Call Witing. It also provides
access to additional capabilities such as comopbn and dedicated
transport, out-of-band signaling, 911, operator services, directory
services, repair service, etc. The CLEC in purchasing unbundl ed | ocal
swtching will determ ne which vertical features it wi shes to activate
and which additional wunbundled elenents it wshes to wuse in

conjunction with the unbundl ed swi tching.

In Section VI of the Statenment, BST offers a variety of swtching
ports and associated usage unbundled from transport, local |oop

transm ssion and other services. These include a 2-wire and 4-wire
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anal og port, 2-wire ISDN digital and 4-wire | SDN DS1 port, and 2-wire
anal og hunting. Additional port types are available under the Bona

Fi de Request process.

M. Mlner testified that BST has technical service descriptions and
procedures in place for the ordering, provisioning and maintenance of
its switching services. Further, BST has tested its nethods and
procedures for these services and has denonstrated its ability to
place these facilities in service and to generate a tinely and
accurate bill for them Wile no CLEC has yet ordered unbundl ed sw tch
ports in South Carolina fromBST, BST had 26 unbundl ed switch ports in
service as of June 17, 1997, thus evidencing the functional
avai lability of wunbundled local switching from BST. Al though M.
Hanman testified that BST had failed to nmake direct (selective)
routing available to AT&T, the record reveals that AT&T has not
requested the use of selective routing in South Carolina. M. MIner
specifically testified that BST could provide selective routing in
Sout h Carolina upon request. Further, there was no evi dence presented
to denonstrate that BST would refuse such a request from AT&T once it

was made.

M. Mlner testified that BST has tested its selective routing
service, which allows CLECs to route O+, O, and 411 calls to an
operator other than BST's or to route 611 repair calls to a repair

center other than BST's through the use of l|line class codes (until
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they are exhausted). Thus, the Comm ssion finds that BST has net this

checklist item

Checklist Item No. 7: Nondiscrimnatory access to 911 and

E911 services, directory assistance, and operator cal

conpl eti on services

As explained by M. Scheye, BST's Statenent offers |ocal exchange
provi ders nondi scrimnatory access to 911 and E911 service, thereby
allowng any CLEC custoner to call in the event of an energency.
Access to these services is offered to both facility-based providers
and resellers. In Section VII of the Statenent, BST offers to perform
directory assistance and other nunber services on behalf of
facilities-based CLECs, which allow end user custoners in exchanges
served by BST to access BST's directory assistance service by dialing
411 or the appropriate area code and 555-1212. BST also offers CLECs
access to BST's Directory Assistance database under the sane terns and
conditions currently offered to other telecomrunications providers.
BST nmekes available its operator services in the same manner that it
provi des operator services to its own custoners. In addition, BST
offers Centralized Message Distribution System - Hosting and Non- Sent

Paid Report System processing. BST's provision of 911, directory
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assi stance, and operator call conpletion services is consistent with

orders of this Conm ssion.

M. Mlner testified that, as of June 1, 1997, BST had 166 trunks in
service connecting CLECs with BST's E911 arrangenents. BST also has
had experience | oading data for 14 CLECs into BST' s E911 dat abases. In
addition, and also as of June 1, 1997, BST had over 362 directory
assistance trunks involving CLECs in service throughout the BST
regi on. Moreover, BST has for many years provi ded conparable directory
assi stance to i ndependent |ocal tel ephone conpanies in South Carolina,
as well as to IXCs. BST also has offered its Directory Assistance
Dat abase Service (DADS) regionally since 1993, and currently provides

DADS to 11 custoners.

BST al so has offered its Direct Access to Directory Assistance Service
(DADAS) since 1996, and has one custonmer. Facilities-based CLECs can
obtain access to operator call processing by connecting their point of
interface via a trunk group to BST operator services system As of
June 1, 1997, there were 174 such trunks in place, plus 38
verification trunks in place, serving CLECs in BST's nine-state
region. Further, BST has tested its nmethods and procedures for these
services and has denonstrated its ability to place these facilities in
service and generate a tinely and accurate bill for them The record

denonstrates that BST has net this checklist item
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Checklist Item No. 8. Wite pages directory listings

BST arranges with its directory publisher to nake available Wite
Pages directory listings to CLECs and their subscribers which include
t he subscriber’s nanme, address, and tel ephone nunber. CLEC subscri bers
receive no less favorable rates, terns and conditions for directory
listings than are provided to BST' s subscribers (e.g., the sane
information is included, the sane type size is used, and the sane
geographic ~coverage is offered). BST is providing Wite Pages
directory listings to CLECs and their subscribers, with thousands in
pl ace today. No party introduced evidence to dispute that BST has net

this checklist item

Checklist Item No. 9: Nondiscrim natory access to tel ephone nunbers

BST, as the North Anerican Nunmbering Plan Adm nistrator for its
territory, wensures that CLECs have nondiscrimnatory access to
t el ephone nunbers for assignnent to their customers. At such tine as
BST is no longer the NANP Adm nistrator, BST will conmply with the
final and non-appeal abl e guidelines, plan, or rules adopted pursuant
to 47 U S. C 8§ 251(e), which addresses the creation or designation by
the FCC of nunbering adm nistrator(s). BST has established procedures
to provide nondi scrimnatory NXX code assignnments to CLECs. As of June

23, 1997, BST had activated a total of 496 NPA/NXX codes for CLECs
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t hroughout the BST region and 25 such codes in South Carolina. The
Comm ssion concludes that CLECs have nondiscrimnatory access to

t el ephone nunbers from BST and that BST has net this checklist item

Checklist Item No. 10: Nondiscrimnatory access to databases

and associated signaling necessary for call routing and
conpl etion

M. Scheye testified that BST' s Statenent provides access to the
signaling elenents necessary for call routing and conpletion

i ncludi ng Signaling Links, Signal Transfer Points, and Service Control
Poi nts (databases). The SCPs/Databases to which CLECs have access
include, but are not limted to, Line Information Database ("LIDB"),
Toll Free Nunmber Database, Automatic Location Ildentification and Data

Managenment System Advanced Intelligent Network ("AIN').

M. Mlner testified that BST has technical service descriptions that
outline access to these databases and has procedures in place for the
ordering, provisioning and maintenance of these services. From January
through April, 1997, CLECs across BST's nine-state region nmade
approximately 8 mllion queries to BST's 800 database, thus
denonstrating its functional avail ability. Furt her, BST's LIDB
received nore than 129 mllion queries from others during January

through April 1997. Testing of BST's AIN Toolkit 1.0, which provides a
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CLEC with the ability to create and offer AIN-service applications to
their end users, confirmed that service orders flowed through BST s
systens properly and that accurate bills were rendered. Finally, BST s
signaling service is also functionally avail able, as denonstrated by
the fact that as of June 1, 1997, one CLEC is interconnected directly
to BST's signaling network, and 7 other CLECs have interconnected
using a third-party signaling hub provider which, in turn, accesses

BST' s signaling network. BST has satisfied this checklist item

Checklist Item No. 11: Interimnunber portability

Nunber portability is a service arrangenent that allows custoners to
retain their existing telephone nunbers when switching from one
carrier to another carrier. In its Statenent, BST offers Renote Call
Forwarding (RCF) and Direct Inward Dialing (DID) as two fornms of
interimnunber portability. These arrangenents are expressly specified
in checklist item 11 and conply with the FCCs July 2, 1996 First
Report and Order in CC Docket No. 95-116 (Number Portability Order).
Further, BST has tested its nmethods and procedures for these services
and has denonstrated its ability to place these facilities in service
and generate a tinely and accurate bill for them BST has denonstrated

its operational experience in providing these nethods of nunber
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portability. As of June 10, 1997, BST had ported 5,861 business and 29

residence directory nunbers in its region.

M. Hamman for AT&T testified that BST has not conplied with this
checklist item because BST had not nmade a privately negotiated form of
nunber portability (route indexing-portability hub) ready for use by
AT&T. M. Hamman confuses BST's obligation to conply with a checkli st
itemwith BST's contractual commtnents to AT&T. The fact that BST may
negotiate nmultiple forns of interimnunber portability with CLECs does
not translate into an obligation to include all of those nmethods in
its Statenent. Based upon the record before this Commssion, it is
undi sputed that BST's Statenent offers the two fornms of interimnunber
portability specified in checklist item 11 and, accordingly, the
Commi ssion finds that BST's interim nunber portability offer conplies

with checklist item 11.

Checklist Item No. 12: Nondiscrimnatory access to services

or information necessary to inplenent local dialing parity

in accordance with the requirenents of Section 251(b)(3)

Dialing parity permts |ocal service subscribers to dial the sane
nunber of digits to place a local call, without the use of an access
code, regardless of their choice of |ocal service provider. M. Scheye

provi ded undi sputed direct testinony that BST will interconnect with
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CLECs so that the sane nunber of digits that are dialed by a Bell South
retail custonmer nmay be used by the CLEC custoner to conplete a call

BST is providing local dialing parity. No party introduced evidence to
dispute that BST has net this checklist item Accordingly, the

Conmmi ssion finds that BST has net this checklist item

Checklist Item No. 13: Reciprocal conpensation arrangenents

in accordance with the requirenents of Section 252(d)(2)

This checklist itemrequires that reciprocal conpensation arrangenents
for exchange of traffic between local <carriers nust conply wth
Section 252(d)(2) of the Act. Under Section 252(d)(2), each carrier
must receive nutual and reciprocal recovery of costs associated with
the transport and termnation on each carrier’s facilities of calls
that originate on the network facilities of the other carrier. The
costs shall be based on the reasonabl e approxi mati on of the additional

costs of term nating such calls.

In its March 10, 1997 Order in Docket No. 96-358-C (the BST-AT&T
Arbitration), the Comm ssion ordered the use of rates within the FCC
proxy rates for interconnection between BST and AT&T. As established
by M. Scheye, BST has incorporated those rates into the Statenent in

this proceeding. The Comm ssion therefore concludes that BST s
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reci procal conpensation arrangenents are in full conpliance with this

checklist item

Checklist Item No. 14: Tel econmuni cations services are

avail able for resale in accordance with the requirenents of

Sections 251(c)(4) and 252(d)(3)

In its Statenment, BST offers its tariffed retail telecomunications
services for resale to other tel ecommunications carriers that will, in
turn, sell such services to their end user custoners. The Statenent
outlines specific limtations on resale generally (e.g., prohibition
agai nst cross-class selling) and on the resale of specific services
(e.g., short-term pronotions, grandfathered services, contract service
arrangenments, etc.). In the Statenment, BST offers the wholesale
di scount of 14.8% the discount established by the Comm ssion for both
residential and business custoners as required by Order No. 97-189.
These discounts, as well as the resale limtations, are consistent

with this Conmission's Order No. 97-189.

M. Mlner testified that BST has developed technical service
descriptions and the ordering, provisioning and mai nt enance procedures
for 50 of its "top" retail teleconmunications services. As of My 15,
1997, CLECs were reselling 596 of these services in South Carolina and

88,000 of those services in BST's region. Qher retail services,
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al though not actually ordered by CLECs to date, are functionally
available for resale. M. Mlner testified that BST has conducted
tests to verify that these services can be resold at the appropriate

di scount and that a correct bill will be generat ed.

The Conm ssion concludes that BST has satisfactorily satisfied the

requi renents of this final checklist item

D. The Rates Contained in the Statenent for |Interconnection and

Unbundl ed Network El enents Conply Wth Section 252(d)

BST's Statenent incorporates rates from several sources. Were a rate
was arbitrated in the BST-AT&T Arbitration, PSC Docket No. 96-358-C,
the Commi ssion’s ordered rates were incorporated into the Statenent.
Were a rate was not arbitrated, BST relied on a nunber of sources,
including existing tariff rates and rates used in interconnection
agreenents that BST voluntarily negotiated with other CLECs. Further,
the Statenent contains a true-up process that is consistent with the
process established by the Comm ssion in the BST-AT&T Arbitration. |f
rates are subsequently nodified by the Commssion in a later
proceedi ng, paynents by CLECs will be adjusted retroactively to the

new rat es.

The Conmmission finds that the fact that the Statenent includes rates

that are subject to adjustnent does not render the Statenent non-
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conpliant with the Act. M and AT&T argued, through their wtness,
Don Wod, that BST s Statenent does not conply with checklist itens
(i) (nondiscrimnatory access to network elenents) and (xiii)
(reciprocal conpensation arrangenents) because the rates that have
been set by this Conmm ssion for these itens are subject to adjustnent

and were not derived directly by using a specific costing nethodol ogy.

From a | egal standpoint, the Conm ssion observes that the notion that
a rate cannot conply with the checklist unless it is "permanent" is
not supported by the Act. Sinply put, there is nothing in Sections
251, 252 or 271 that requires "permanent rates." The duration of the
pertinent rates was sinply not addressed by Congress. |ndeed, the FCC
itself recognized the appropriateness of "interim arbitrated rates”
that "mght provide a faster, admnistratively sinpler, and |ess
costly approach to establishing prices ...." First Report and Oder,
Docket No. 96-325 | 767 (August 8, 1996). The FCC specifically adopted
a schedule of interim proxy rates, and authorized the state
commissions to apply them in their arbitration proceedings in the
event the comm ssions were unable, due to time constraints, to set
rates generated by the forward-|ooking costing nethodol ogy described
in the Order. States that set prices based upon the default proxies
were required to order parties to update those prices after the state
conducted or approved of a cost study that net the Oder’s pricing

guidelines. Id. at § 769.
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Wth regard to the rates thenselves, the Comm ssion concludes that
they are cost-based within the requirenents of the 1996 Act. First,
the rates in the Statenment which are taken from the BST-AT&T
Arbitration are well wthin the bounds of the TELRIC cost studies
provided in that proceeding by BST and the Hatfield Mdel rates
provided in that proceeding by AT&T. Also, many of the rates are
within the FCC proxy rate ranges which brings them within the bounds
of the cost information available to the FCC when it set these ranges.
Finally, the negotiated rates incorporated into the Statenent were

certainly not set by the

parties wthout reference to the cost of the services to be provided.

Not wi t hstanding the above, the rates may be adjusted follow ng the
review of additional cost information nmade avail able to the Comm ssion
and to other parties as of June 9, 1997. Since the rates wll be
adjusted as of their effective date and since the true up wll be
based on cost information, this Comm ssion concludes that the interim
rates in the Statenent are cost-based within the requirenents of the

1996 Act.

Even Dr. David Kaserman, an econom st who has testified on behalf of
AT&T and MCl in other proceedings, has acknow edged that rate-setting
is an ongoing process. In a recent M ssissippi arbitration proceeding,

Dr. Kaserman testified that "no rate is permanent; at no tinme is there
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perfect information." See, M ssissippi Docket No. 96- AD- 0559, February
10, 1997, Tr. p. 115. In further answering a cross exam nation

gquestion, he stated:

[We are not going to decide today permanent rates, and you

won't decide in six nmonths. | don’t think there is any such

thing as a pernanent rate. You're going to be com ng back

and re-examning costs as long as this firm has a nonopoly
position and until the firm is deregul ated. Wwoever is in
charge is going to be |ooking periodically at cost figures
supplied by this firmto change the rates that are in place.
That’s going to be an ongoing process. And | think it’'s

going to be around for a long tine.

I d. (enphasis supplied).

That the Comm ssion has not adopted a particular cost nethodol ogy or
that the Commssion may establish another docket to establish
per manent rates does not nake the Statenent’s rates non-conpliant with
Section 252(d). Section 252(d) requires that the rates for
i nterconnection and unbundled network elenents sinply be based on
cost; it does not specify what nethodol ogy this Comm ssion nust use.
There is nothing in the Act that precludes the Conm ssion from using
one nethodology in establishing initial cost-based rates, while

utilizing a different nethodology to establish other cost-based rates
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at a later date. Indeed, because it is envisioned that the Statenent
will be updated in two years after its initial effective date, it is
certainly possible that different nmethods wll be used to neet the
requi renents of Section 252(d). In either instance, the rates would be

cost based, which is all Section 252(d) requires.

As noted above, the true-up process followed by the Comm ssion in the
BST- AT&T Arbitration and included by BST in its Statenent is anal ogous
to that advocated by the FCC in its August 8, 1996 Loca
I nterconnection Order. The FCC exam ned cost data from a nunber of
cost proxy nodels and other sources and set in place a schedule of
proxy rates which State comm ssions were authorized to apply until a
State conmission could set rates "on the basis of an econom c cost
study ...." Id., 9§ 787. These rates did not spring from a single
source or a single nethodol ogy. Obviously, the FCC believed that these
rates were perm ssible under the Act, since it expressly authorized
State conmissions to apply them in neeting their arbitration

obligations under the 1996 Act.

Notw thstanding the Intervenors’ claim to the contrary, grafting a
permanent rate requirenent into the Act is neither |logical nor
necessary from a practical standpoint. The notion that rates nust be
immutable to satisfy Section 271 would effectively nmean that no rates
could ever be good enough. There is nothing unique about uncertainty

with respect to rates. To the contrary, experience to date in
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i npl enenting the Act denobnstrates the inherent uncertainty in these
changing tines. Nevertheless, parties have utilized this process to
enter the market. Indeed, the Conm ssion notes that ACSI and Bell South
have voluntarily entered into an approved interconnection agreenent in
South Carolina that contains interimrates subject to true-up. Having
found the true-up process appropriate for both the ACSI and AT&T
i nterconnection agreenments with BST, the Conmm ssion sees no reason to

di sapprove BST' s Statenent because it, too, contains interimrates.

In addition to being legally unsupported, the Intervenors’ argunent
that BST' s Statenent cannot satisfy Section 252(d) until new cost
studi es have been conpleted and permanent rates have been set is
conpletely inconpatible wth Congress’s desire to "open all

t el ecommuni cati ons markets to conpetition."”

Thus, the Comm ssion rejects the notion that interim rates are
necessarily insufficient to satisfy Section 271. Once the Comm ssion
examnes the further costs wunderlying the itens offered in the

Statenent, adjustnments nay be made to the rates, in the Statenent.

However, MCl raised a concern that conpetition in the |ocal markets of
Bel | South mght be chilled because the possibility of an upward
adjustnment in an interim rate. Therefore, to assure potential
conpetitors that they wuld not be harmed by such an upward

adj ustnment, the Conmm ssion concludes that any UNE or interconnection
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established under an interimrate shall be capped under such rate. Any
such arrangenents may only be adjusted downward. O course, any
downwar d adj ust nent wi | be retroactive to the date the
i nterconnection was established or the UNE was placed in service. The
Comm ssi on concl udes that this procedure will actually encourage early
entry into the | ocal market because potential conpetitors wll want to

take the | argest possible advantage of the capped interimrates.

E. Service Quality Issues are Appropriately Addressed as Enforcenent

| ssues and Not as Part of BST' s Conpliance Wth the Checklist.

Sprint’s witness Melissa Closz and ACSI w tness Jim Fal vey conpl ai ned
about service problens allegedly encountered by these CLECs conpanies
in other states. It is worth noting that there is no evidence in this
record of any service problens in South Carolina. The Conm ssion
further observes that conplaints do not rise to the |evel of proof.
ACSI has filed a formal conplaint with the FCC and Ceorgia Public
Service Comm ssion and no ruling has been issued in those proceedi ngs.
Ms. C osz conceded that Sprint has not even filed a conplaint or
ot herwi se sought legal redress for the alleged problens she noted in

her testinony.

Even if there were actual proof in this record of inferior service by

BST, this proof would be irrelevant to BST's conpliance with its duty
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under Sections 251, 252(d) and the conpetitive checklist to nade
functions, capabilities and services available to CLECs. No one
di sputes that the issue of service quality is an extrenely inportant
one; it sinply has no place in this proceeding. Congress recognized
that enforcenent of the RBOC s obligations under the Act was an
i nportant issue and addressed this concern in Section 271. Immediately
following the provisions in the Act dealing with the FCC s standard of
review, including the express prohibition against Comm ssion expansi on
of the conpetitive checklist (Section 271(d)(4)), Congress provided
for enforcenment of the RBOC s continuing obligations under Section
251, including an expedited conplaint process and severe penalty

provi sions. Section 271(d)(6) provides:

(A) COM SSI ON AUTHORI TY. --1f at any time after the approval
of an application wunder paragraph (3), the Comm ssion
determ nes that a Bell operating conmpany has ceased to neet
any of the conditions required for such approval, the

Comm ssion may, after notice and opportunity for a hearing -

(i) issue an order to such conpany to correct the

defi ci ency;



DOCKET NO. 97-101-C — ORDER NO 97-640
JULY 31, 1997
PAGE 64

(ii) inpose a penalty on such conpany pursuant to title V,

or

iii) suspend or revoke such approval.

(b) RECEI PT AND REVI EW OF COWPLAI NTS. - - The Conm ssi on shal

establish procedures for the review of conplaints concerning
failures by Bell Operating conpanies to neet conditions
required for approval under paragraph (3). Unless the
parties otherw se agree, the Conmm ssion shall act on such

conplaint within 90 days.

47 U.S.C. § 271(d)(6). The FCC conpl aint processes and penalties are,
of course, in addition to renedies available under federal and state
antitrust laws (including injunctive awards and awards of treble
damages and attorneys fees), as well as recourse before the state

publ i c service comi ssions.

F. The Public Interest Favors Allowng BSLD to Enter the InterLATA

Long Di stance Market in South Carolina Market in South Carolina.

Bef ore authorizing BOC entry into the in-region interLATA market, the
FCC also determne that "the requested authorization is consistent

with the public interest, convenience, and necessity." 47 US C 8§
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271(d)(3)(C. Athough the Act does not oblige this Conmission to
render a recomendation in this respect, the Conmi ssion notes that in
a Nov. 20, 1996 speech to NARUC, then-FCC Chairman Reed Hundt stated
that State conmissions will have a role in the FCC s public interest
determ nation. Having carefully considered the positions of the
parties on this issue, this Commssion wll also advise the FCC that
BST's entry into the interLATA market in South Carolina is in the

public interest.

BSLD s entry into the interLATA market in South Carolina would lead to
i ncreased |ong distance conpetition and nore choices for consuners,
which is in the public interest. Dr. Taylor testified that South
Carolina custoners could see the market price for Ilong distance
services decrease by 25% within one year of BSLD entry. Dr. Taylor
conputed savings to be a mninum of $9.00 and a naxi num of $14.00
increase in the consunmer surplus of South Carolina custoners. Dr.
Rai nrondi estimated that a 25% reduction in the market price of |ong
di stance service in South Carolina over a five-year period could |ead
to the creation of alnopbst 13,000 jobs and an increase of alnost $1.2
billion in gross state product. These results were unrefuted by the

| nt ervenors.

Al though Section 271's public interest inquiry is not specifically
defined, the Senate Conmttee that first drafted this standard

explained that "the public interest, convenience, and necessity
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standard is the bedrock of the 1934 [Comrunications] Act, and the
Commttee does not change the wunderlying premse through the
amendnents contained in this bill." S Rep. No. 23, 104th Cong., 1st
Sess. 44 (1995). The FCC has long interpreted the Comruni cations Act’s
public interest standard as establishing a strong presunption in favor
of new entry and the provision of new technol ogies, services, and

products. See, Washington Uilities & Trans. Commin v. FCC, 513 F.2d

1142, 1155 & 1168 (9th Gr. 1975); Hawaiian Tel. Co. v. FCC, 498 F.2d

771 (D.C. Cr. 1974); MS-WATS Market Structure Inquiry, 81 FCC 2d

177, 200 (1980).

BSLD will be a new entrant into the South Carolina |ong distance
market, and its entry will require that BSLD introduce new services
and products in order to conpete successfully against the incunbent
| ong distance carriers. To overcone the |ong-standing presunption in
favor of new entry, the opponents of BSLD s request for interLATA
authority in South Carolina nmust provide a detailed, factual show ng

that conpetitive harmis likely to result fromsuch entry, despite the

FCC s and this Comm ssion’s regulation of BSLD s actions in both the
| ocal and long distance narkets. Intervenors in this proceeding have

failed to make such a show ng.

In apparent recognition of the benefits of BSLD s entry into |ong
di stance, many of the Intervenors tried to shift the public interest

inquiry to the | ocal exchange market, alleging that conpetition in the
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local market will be jeopardized if BST is permtted to conpete for
long distance custoners "prematurely." For exanple, M.  Wod,

sponsored by AT&T and MCl, testified that sone sort of "effective
conpetition” test nust exist in wire centers across South Carolina
before long distance entry is in the public interest. In fact, to
adopt these proposed standards would be an illegal addition to the
checklist requirements. The Intervenors attenpt to justify this
requi renent by arguing that, otherwi se, BST will cease conplying with
its statutory obligations to keep its local nmarket open once |ong
di stance authority is granted and engage in various hypothetical "bad
acts" that state and federal regulatory authorities wll be powerless

to prevent. Congress’s debates concerning BOC entry into |ong distance

underscore the existence of an open |ocal market -- not the existence
of sone |evel of local conpetition -- as the key to unlocking the |ong
di stance business to BOC conpetition. Intervenors would render

Congress’s local market regulatory schenme and the roles of the FCC and

state comm ssi ons superfl uous.

Even if Congress had not expressly prohibited doing what Intervenors
seek to do in this proceeding--adding sonme sort of "effective
conpetition" test to Section 271--such a test would not benefit the
public, because the Comm ssion finds that BSLD s entry into |ong
distance wll have no adverse affect on |ocal conpetition.

I ntervenors’ contention that BSLD s long distance entry should be
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del ayed until "effective conpetition” enmerges in wre centers across
South Carolina is based on the assertion that wi thout the "carrot" of
| ong distance before it, BST will ignore its statutory and contract ual
obligations to keep its |ocal market open. The Intervenors’ purported
concern that, wupon receiving authority to enter the |ong distance
mar ket, BST can and will ignore the checklist, as well as Sections 251
and 252, presupposes that regulators (including this Conm ssion) wll

be powerl ess to doing anything about it.

This argunent is seriously flawed. First, Intervenors’ argunent
ignores the fact that the incentives created by Section 271 to open
the |ocal exchange are continuing. As M. Varner testified, BSLD s
provision of long distance service 1is contingent on continued
conpliance with all the provisions of Section 271, including the
conpetitive checklist. As BSLD s ability to provide |ong distance
service becones nore inportant in neeting custoner needs, as is
likely, it would be illogical for BST to create any opportunity for a
CLEC to challenge BSLD s legal ability to provide such service based
on its failure to conply with the checklist. Thus, BST's incentive to
continue to conply with the checklist is likely to increase over tine,

not decrease.

Second, just as BSLD s provision of long distance service wll not
dimnish its obligations wunder the checklist, it also wll not

dimnish its obligations under Sections 251 and 252 of the Act, South
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Carolina law, FCC and Conmission regulations and its binding
i nterconnection agreenents. As M. Varner observed, these |egal
obligations and safeguards do not go away once interLATA entry is

gr ant ed.

In fact, M. Varner further stated that |ong distance entry wll
i nvoke additional safeguards that affect the [local narket under
Section 272. Section 272 contains safeguards that, anong others,
essentially prohibit BST from discrimnating in favor of its long
distance affiliate. Thus, Section 272 requires Bell conpanies to
"treat all other entities in the sane manner as they treat their [|ong
di stance] affiliates, and [to] provide and procure goods, services,
facilities and information to and from those other entities under the
same terms, conditions and rates." See, I|nplenentation of the Non-
Accounting Safeguards of Sections 271 and 272 of the Communications
Act of 1934, as anended, CC DKT No. 96-149, at 9T 198, 202 (rel. Dec.
24, 1996). The FCC believes that "sufficient mechanisns ... exist

within the 1996 Act both to deter anticonpetitive behavior and to

facilitate the detection of potential violations of section 272

requirenents.” 1d. at T 321. (enphasis added).

Moreover, as explained by Dr. Taylor, BOCs have participated in
markets adjacent to the |local exchange, including long distance
mar kets, w thout conpetitive harm For exanple, BQOCs conpete wth

unaffiliated providers of cellular service that depend on | ocal narket
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i nterconnection for the success of their service. Further, this
Conmi ssion takes note that substantial areas of South Carolina are
served by |ILECs which provide both |ocal and |ong distance services.
There have never been allegations that any of the custonmers of these
conpanies or their long distance conpetitors have been subjected to

any acts of conpetitive harm

Del aying BSLD s entry into long distance until the intervenors are
satisfied that "effective conpetition” exists in the |ocal market wl|
only serve to delay the benefits of vigorous |ong distance and | oca
conpetition. The entities wth the financial and marketing resources
to provide effective local conpetition are the sane | XCs that have a
direct financial interest in delaying BSLD s conpeting in their |ong

di st ance mar ket .

The Conmission believes that |ocal conpetition my speed up
considerably upon the lowering of the barriers to BSLD conpeting for
long distance business. Lowering this barrier wll create real
incentives for the mjor IXCs to enter the local market rapidly in
South Carolina, because they will no |onger be able to pursue other
opportunities secure in the knowl edge that BSLD cannot invade their
mar ket until they build substantial Ilocal facilities. Since the
intervenors have not established any plan to conpete for both
resi dence and business custoners in South Carolina, we conclude that

this decision is the |last avenue open to this Conm ssion to encourage
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| ocal conpetition as well as long distance conpetition. Thus, this
decision wll also foster real investnment by AT&T, MI, and others in
the local market in South Carolina. Allowing BSLD to provide |ong
di stance service to South Carolina consuners is in the public interest
since it wuld acconplish Congress’s objective of fostering

conpetition in all tel ecommunications nmarkets.

The Comm ssion nust address one procedural matter regarding evidence
offered at the hearing. At the conclusion of its case, Bell South noved
to introduce 87 binders of information regarding Bell South’s
conpliance wth the 14-point conpetitive checklist of the Act, as part
of Hearing Exhibit 12. Counsel for AT&T, MI and Sprint opposed the
i ntroduction of the binders, arguing that Bell South had not submtted
the information in support of its application or relied on the
information during its case. Bell South countered that the information
had been supplied during the course of discovery in this Docket and
was i ntended to conplete the present record. The Comm ssion finds that
introduction of the 87 binders would not be appropriate. As the
applicant for in-region long distance service, Bell South bears the
burden under the Act of presenting all relevant evidence to allow the
Commi ssi on and opposing parties to evaluate its application. Bell South
did not include the material as part of its application to the

Comm ssion, and did not use the binders to support the testinony of
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its witnesses. Accordingly, the Comm ssion declines to accept the 87

bi nders i nto evi dence.

| T 1S THEREFORE ORDERED THAT:

1. BST's Statenent of GCenerally Available Ternms and Conditions filed
herein shall be nodified to incorporate the follow ng |anguage: "The
Statenent shall be subject to revision to the extent necessary to
conply with any final l|egislative, regulatory or judicial orders or
rules that affect the rights and obligations created by the

St atenent. "

2. BellSouth’s Statenment of Generally Available Terns and Conditions
filed herein shall be nodified to provide that any | ocal
i nterconnection established or UNE placed in service prior to the rate
true-up shall be capped at the interimrate. The rate of each such
i nt erconnection arrangenent or UNE nmay only be adjusted downward as a
result of the true-up process. Any downward adjustnment for an
i nterconnection arrangenent or UNE in service prior to the true-up
shall be adjusted retroactively to the date such UNE was placed in

service or the date such interconnection arrangenent was established.

3. The Comm ssion approves BST's Statenent of Generally Available
Terms and Conditions, as nodified above, under Section 252(f) of the
Act. BST shall file ten (10) copies of its nodified SGAT with the

Comm ssion within seven (7) days of receipt of this Oder.
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4. BST's Statenent satisfies the 14-point conpetitive checklist in 47

U S.C. § 271(c)(2)(B).

5. The Commssion finds that BSLD s entry into the interLATA |ong

di stance market in South Carolina is in the public interest.

6. This Oder shall remain in full force and effect until further

ot her Order of the Conm ssion.

BY ORDER OF THE COWM SSI ON:

Chai r man

ATTEST:

Executi ve Director

( SEAL)
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No content was changed.

rhe 5/17/00 1:08:51 PM



