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Dear Ms. Gomez:

In November 1998, MCIWorldcom, Inc. provided you and your staff with a summary
of current activity in forty-nine states and the District of Columbia regarding implementation
of intrastate intraL ATA toll dialing parity (i.e, 2 PIC), accompanied by recent State Orders
addressing 2 PIC implementation. Since then certain states have advanced their position on 2
PIC and have ordered the applicable Regional Bell Operating Company (BOC) to implement
2 PIC in its territory in 1999. Attached is an updated list with the most recent information.
Changes from the November chart are shown in bold font for easy recognition. Also included
are the recent state orders from North Carolina.

In summary, Alabama, Iowa, Idaho, Louisiana, Massachusetts, and North Carolina
determined that intrastate intral ATA toll dialing parity is in the public interest. Alabama,
Louisiana, North Carolina and Iowa ordered BellSouth and USWest, respectively, to
implement two PIC by February 8, 1999, while Massachusetts required Bell Atlantic to
implement two PIC by April 20, 1999. Idaho required USWest to file an implementation plan
by June 1, 1999. Finally, Maryland has determined that Bell Atlantic’s implementation of two
PIC need not wait for Bell Atlantic to obtain their 271 authority and plans to hold further
hearings during 1999.

The states where the BOCs have already implemented two PIC remain at twenty. The
states that have ordered the BOCs to implement two PIC in 1999 have now increased to
thirteen with an implementation date certain still pending in Idaho. Nine states are still
reviewing petitions related to this subject.
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State Commissions continue to realize the introduction of two PIC will spark
competition and bring along with it lower toll rates and increased customer choice. In fact, in
the five states (Colorado, Oregon, Montana, Nebraska and Washington), where the BOC is
required to introduce two PIC by February 1999, USWest has begun to advertise toll rate
decreases. (See, e.g., attached USWest press releases.)

The Commission should follow this trend of the state commissions to promote toll
competition by denying SBC’s petition and reinforce the position that 47 USC § 251 (b)(3)
applies to all LECs. The Commission cannot waive or forbear from application this statutory
requirement.

Please feel free to call me at 202.887.3045 with any questions you or your staff may
have on this topic.

Sincerely,
mlb
Mary De Luca / /

Senior Policy Advisor,
Federal Regulatory, MCI Worldcom, Inc.

CC: YogVama
Kurt Schroeder
Gregory Cook
Robin Smolen

Attachments




Status of Intrastate IntraLATA Toll Dialing Parity Implementation.

GTE BOC Ordered to Implement; date to be determined

AR GTE 18% Open Proceeding

AZ US West/GTE 97% IMPLEMENTED PRIOR TO ACT
CA GTE 23% Open Proceeding;

CO 0% BOC ordered to implement 2/99

CT SNET 98% N/A

DC No intraL ATA Toll 0% N/A

DE Bell Atlantic 100% IMPLEMENTED PRIOR TO ACT
FL Bell South 98% IMPLEMENTED PRIOR TO ACT
GA Bell South 93% IMPLEMENTED PRIOR TO ACT

HI GTE 100% N/A

1A Small LECs 38% BOC ordered to implement 2/99

ID GTE 19% BOC Ordered to implement; must file plan by 6/1/99
IL AIT/GTE 98% IMPLEMENTED PRIOR TO ACT

IN GTE 37% BOC ordered to implement 2/99
KY Bell South 89% IMPLEMENTED PRIOR TO ACT
LA 0% BOC ordered to implement 2/99
MA 0% BOC Ordered to implement 4/20/99
MD 0% Open Proceeding

ME Bell Atlantic 84% IMPLEMENTED PRIOR TO ACT

Ml AIT(70%)/GTE 72% IMPLEMENTED PRIOR TO ACT
MN US West/GTE 83% IMPLEMENTED PRIOR TO ACT
MO GTE 14% MCI filed petition, no hearing scheduled
MS 0% BOC ordered to implement 2/99
MT 0% BOC ordered to implement 2/99

NC GTE/Sprint 38% BOC Order to implement 2/99

ND Small LECs 0% BOC ordered to implement 7/1/99
NE GTE 9% BOC ordered to implement 2/99

NH Bell Atlantic 94% IMPLEMENTED PRIOR TO ACT

NJ Bell Atlantic 100% IMPLEMENTED PRIOR TO ACT
NM US West 95% IMPLEMENTED PRIOR TO ACT
NV Sprint 67% Opening Proceeding

NY Bell Atlantic 94% IMPLEMENTED PRIOR TO ACT
OH GTE/Cinn Bell 35% BOC ordered to implement 2/99
OK GTE 7% Open Proceeding; hearing set for Jan99
OR GTE 27% BOC Ordered to implement 2/99

PA Bell Atlantic 92% IMPLEMENTED PRIOR TO ACT

RI Bell Atiantic 100% IMPLEMENTED PRIOR TO ACT

GTE Open Proceeding

1 US West 94% IMPLEMENTED PRIOR TO ACT

VA GTE 25% Petition pending; AT&T filed in District Court against
BA

VT Bell Atlantic 84% IMPLEMENTED PRIOR TO ACT

WA GTE 26% BOC ordered to implement 2/99
WI

wv

WY

AIT/GTE 80% IMPLEMENTED PRIOR TO ACT
Bell Atlantic 96% IMPLEMENTED PRIOR TO ACT
US West 86% IMPLEMENTED PRIOR TO ACT

1/11/99/:md




UMMARY OF STATE ACTIVITY

52% Nation’s Households are 2-PIC Eligible
67% Nation’s Households will be 2-PUC Eligible after all orders take effect.

20 States- BOC offering 2 PIC via Order prior to Act or is single LATA state
13 States have ordered BOC to provide 2 PIC (11 by 2/99; 1 by 7/99; 1 by 4/99)

9 States are reviewing whether to order BOC to provide 2 PIC

- 4 states- intralLATA toll does not apply (DC, HI, Alaska, CT)

3 states have state law conflict (TX, KS and SD)

1/13/99:md
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STATE OF NORTH CAROLINA
UTILIMES COMMISSION
RALEIGH

DOCKET NO. P-100, SUB 72
BEFORE THE NORTH CAROLINA UTILITIES COMMISSION

In the Matter of
investigation w Consider Whether Competitive )
Intrastate Offerings of Long Distance Telephone ) ORDER TO IMPLEMENT
Service Shouid be Allowed in North Carolina and ) INTRALATATOLL
What Rulas and Regulations Should be Applicable to )  DIALING PARITY
Such Competition if Authorized )

BY THE COMMISSION: On October 1, 1998, ATAT Communications of the Southem
States, Ino. (AT&T), made a flling in opposition 1o the proposad amendment filed by
BeliSouth Telecommunications, Inc. (BeliSouth), with respect to its intralL ATA toll dialing
parity and implementation plan. AT&T called upon BeliSouth to implement IntraLATA
presubacription in genaral by February 8, 1900, regardiess of whether BellSouth has been
granted autharity 10 enter the in-region iong distance market.

InmtralLATA 1oll dialing parity refers 10 the ability of an end-uUser to designate, or
presubscribe to, a preferred tslecommunications carder $0 that thereafier an intralL ATA
10l call will routs automatioally to the preferred carrier withoul an access code. in practical
terms it would aliow 3 olistomer to make an intraLATA tolt call via his preferred carrier by
giaiing 1 plus the telephone number, Currenity, intralLATA competition is permitted in
North Carofina, bui in BeliSouth's terTitory the customer must dial a 101)000C access oode
plus the telephone number in order to utilize a carvier other than BellSouth,

ATAT by way of background, staied that BelSouth had filed revisions 1o its tariffs on
August 10, 1998, proposing ingacatate intralLATA toll dialing parity In the Wilmington end
Chariotte LATAs effective February 8, 1969, AT&T went on to argue that the
Telscommunications Act of 1096 (TAPE) aguires BeliSouth to estabiish intraLATA toll
diaiing parity by February 8, 1909. AT&T further argued that the Commission has already
found IntralLATA presubscription to be In the publio interest, but that ks benefits are
unrealized In BeliSouth's service territory. It further noted that intralLATA presubscription
exlsts in other local exchange tenitories in North Carolina, notably those of GTE South,
inc. (OTE) and Carolina Telephone and Telegraph Campany (Carcline Telephone) and
Central Telsphons Company (Central Telaphonie) and that BeliSouth has implemented
intralLATA presubscription in other states in the Sautheast, inchuding Georgia, Florida,
Kentucky, and Mississippl. AT&T maintained that provision of intralLATA presubscription
by February 8, 1899, Is not burdensome, since BellSouth slready has the technical
capability in its switches.
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In ks logal argument AT&T relied on certain provisions of TABS. In Saction 261(b)(3),
among the obligations of ail looal sxchange casriers, there is the duty °to previde dialing
parity 1o competing providers of telephone exchange servioe and telephone 101 servics,
and the duty o permit all such providers to have nondiscrimingiory access 1o telephone
numbers, operator services, directory assistance, and directory lstings. with no
unreasonable dlaling delays.” Seation 271(e)(2) specitically addresses Bell operating
companies (BOCs). It states in Section 271 (0)(2)(A) that a BOC muet provide intral, ATA
toll dinling panty “coincident with its exercise of that [In-region Interl,ATA] authority.” But
Section 271(e)(2)(B) goes on 1o say.

Except for single-LATA States and States that have issued an order by
December 10, 1098, requiring a Bell operating company to implsment intraLATA
toll dialing parity, & Stale may not require a Bell operaling comnpany to
implement IraLATA dialing party in that Slate boforo a Bell operating
company has been granted authomty under this section 10 provide interLATA
services originating in that State or before 3 years aher the date of the
enactment of the Telecommunications Act ol 1998, whichever is ewriier.
Nothing in this subparagraph preciudes a State from issuing an order requiring
intralLATA toll dialing parity in that Stete prior o elther such date co long as
such order doas not 1ake stiact until atter the earlier of ether such dates.,

ATAT noted that the Faderal Communications Cormmission (FCC) had required BOCs to
implement intralLATA toll dialing parity by Pebruary 8, 1999, but that the United States
Court of Appeals for the Eighth Cireuit had vacated the FCC's dialing parity niles as thay
apply to IntralLATA telecommunications in Siale of Califomia v. ECC, 124 F.3d 834, 843
(6th Cir. 1997) (California), reasoning that the FCC lacked jurisdiction over intrastate
tslecommunications matters. This ruling vestad in the siates the responsibility to enforoe
the provisions of TABS relating to intrasiale service.

, on October 8, 1988, flled Comments
in Support of ATAT's fliing In this matter. Sprint's acoompanying Motion 10 intarvens was
unnecessary sinos Sprint is aiready 8 party to Docket No. P-100, Sub 72 Sprint
maintained that it was plain that BeillSouth has an obligation t provide intralATA toll
dialing parity under TA9S and that, in fact, there is nothing to prevent the Comrnission from
Issuing such an Order, 30 long as it becomes effective on or after February B, 1999,
Furthermore, the Calfornia case stands for the proposition that the juriadiction for
imposition of intralLATA dialing parity rests with states. Such dialing parity is clearly in the
public Inmterest, sspecially inusrnuch as approximately $8% of all intralATA calis are

intrastate in nature.

WordCom Taechnologies. Ing. _and MC| Telecommunioations Corporation
{colinctivaly. MCI) echosd many of the views of AT&T and smphatically denied that thers
should be any{iniage betwoon ReliSouth's entry into the interLATA long-distance markel
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and IMral ATA presubscription. The issue Is no longer “whether” but “when.” MCl argued
that IntraLATA toil gialing parity has benefitted consumers throughout the BeliSouth
region. MCI also maintained that the Commission should ensure that BeliSouth doss not
disoriminate against ts competitors when intraLATA %! dialing parity is ordered, For
example, custormers should be notified of their right to select nﬂomallw omtriers prior to

as well as foliowing the implementation of toll dialing parity.

2o Agsaclation (TRA), & national industy organization
repreumng morothan 650 ttleoommmlcaﬂons service providers, supported toll dialing
arg by February 8, 1880, as a means of fostering competition and of complying with

BaliSoinh, by way of badkground, stated that its origing! *IntreLATA Toll Dialing Parity
Implementation Flan™ (Plan) was filed with the Commission on Apil 10, 1887, and
approved on May 27, 1997. The Pian, which was supported by the Public Staft, stated that
BeliSouth would provides intral ATA toll dialing parity ‘when BeliSouth is authorized by
appropriale State and Federal authorities to provide InterLATA service in North Carolina.”
The Plan also approved BeliSouth’s proposed recovery of its costs through a charge on
all intrastate originating and terminating access minutes, including intralATA toll traffic
carried over BeliSouth's laclities. On August 10, 1998, BeliSouth proposed an
amendment to the Plan o provide for intarstate/intral ATA tol dialing pearity in the
Wiimington and Chariotte LATAG effactive February 8, 1869, in order to comply with
reievamt FCC rules. In Calitaria the Eighth Clrouit had stated that its decision to vacate
the FCC's dialing parity rules “does not apply to the extert that the Commission's rvies
govemn the very small perceniage of intral ATA, toll, Interstale telecommunications.”
(Emphass in onginal), .

Addressing AT&Ts filing, BnllSoulh maintained that ATAT had misstated the law--
contrary 1o AT&T's view, there Is ho legal requirement at this time that (ull iMtraLATA 1+
presubscription be Implsmented by February 8, 1989, There is no such requirement in the
1ext of TASS, and the relevant FCC nues that would mandate this result have besn
vacated. BeliSouth argued funther that the curmrent dialing requiremems do not
substantially inhibit computition and that, while companies like Carolina Telephone,
Central Telephone. and GTE which have adopted intraLATA toll dialing parity ean carry
interLATA long distance traftic, BeliSouth cannct. Hence, BeliSouth would bs at a
competitive disadvantage. Experience in Qeorgia and Fiorida indicates that BeliSouth
would sufier massive lossas in access lines If intral ATA toll dialing parity were approved
prior 10 BeliSouth being abie 10 ertter Into the INerLATA market, bacause AT&T and other
interexchange camiers would havs a head start in packaging interLATA and intralLATA
long distance services. As for other sintes that have mandated implementation of
intralATA to¥f dialing parlty, BeliSouth erguad that they were not simiiarly situated 10 North
Caroline,
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Lastly, BeliSouth stated that t does not dispute that k can technically implement
intralLATA presubsaription by February 8, 1999, but ik strenuously objected to being
requinad o do so because it would be placed at a grossly unfair compaetitive disadvantage.

- Comments

On October 19, 1898, the Commission issusd an Order Sesking Comments on
BellSouth Dialing Parity. The Order stated that the sole lssue 10 be addressed s Whether
this Commission should recquire BeliSouth to provide intrastate inraLATA toll cialing parity
by February 8, 1009, and, if not, by what date or under what circumstances. A relgvant
anciliary issue Is how intrastate intralLATA toll dinling party, if *****"""'""is to be
implemented. However, the Comemission stated that the issue of cost recovery for
intralLATA 108 dialing parity is considered to have been seftied by the Commission's
May 27, 1987 decision, and comments or reply comments would not be received on this

issue.

The Commission allowed partias that had not airsady commented on BellSouth's
proposal to do so. Initial and reply comments were fiied as follows:

Altamay Qeneral argusd that while the welgix of authority supports the conciusion
thet Section 271 does not mandala that the Commission require BeliSouth to implement
intralLATA dialing parity, naverthaless intraLATA daling parity is in the public interest and
should be implementsd.

1CQ Teincam maintained that the Commission has the authority to order Intral ATA
presubscription now and that presubsaiption will both benefit consumers and promete

local sxohange competition,

X CA) argued that the Commission
has tho rwulsno lulhorlly b roqulro lnhLATA dlaling pamv and that this would be
benoficial %o consumers. SECCA denied that mandating dialing pariy would bc unfair to
BeliSouth, because BellSouth is already axtremely well positioned to compate for looal toll
cusiomers regardiess of its stalus in the MerLATA market. By leveling the intralLATA
playing fieid, IntraLATA competition will tend to lead 0 lower imraLATA 1ol rates.

Time Wamsar Talesem of North Carglioa. LP. (Time Warnar) argued that the
Commission's authority to require Intral ATA toll dialing parity is clear and that it should
be impismented.

Beply Commants

stated that it agresd with the Attomesy General's comments that intraL ATA
dialing parity ls in the public interest, but disagresd with the Attomey General's view that,
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legally, Section 271 does not mandate that BeiSouth implement dialing parity. Sprint
pointed out that Section 251(b)(3) requires all iooal exchange companies o provide toli
dialing parity, while Section 271 (e)(2)(B) simply provides a grace period lor BOCs for such
implementation untll February 8, 19099, Read as & whole, these section requira BOCs to
implement toll dialing pastty by February 8, 1909, regardisss of whether they can compete
in the long distance market.

THA argued that the Commission. cloarly hae authority to institute Intral ATA toll
disling parity by February 8, 1909, although TRA concedes that state commissions are not
nacessarily mandated to do so by that dete. TRA fuxther arguad that insthuting dialing
pauity is In the public imterest and thet BeliSouth's argument thet it wouid be competitively
disudvamtaged is specious. The consumer would be clearly benefited by reguiring

intral ATA 10l! dinling parity as soon as practicabla.

Bublin Siaff took & somewhat difersnt perspective from the other parties In its
recommendations. Legally, the Public Staff sald, the Commission has the flaxiblilty to
order ImralLATA toll dialing parity as of February 8, 1000, or some other date after that.
The pertinent question is what the Commission should do. While aglmowledging that toll
dialing parity is beneiicial to consumers, the Public Stalf also believed that “|ijt seams
unfair to give BellSouth's competltors the ability to packege Interl, ATA and intralLATA (ol
services before BeliSouth can compets on the same basis." The Public Staff was alse
unocertain that thera wnuid nat ba a negative impact on local rates. Aocordingly, the Public
Stalf proposed that the Commission order BellSouth to implement intraLATA 1ol dialing
parity on January 15, 2000, or when BellSouth recelves ImterLATA authority, whichever is
eariier, provided that BeliSouth amends its Plan, effective February 8, 1888, 16 provide
intralATA toll and expanded local caling rate reductions to the levels that are
approximetely equivalent tw those presently being enjoyed by BellSouth customers in other
states where intralATA toll dialing parity has been implemented. Furthermore, the
Commission should not approve any such rate reductions until its receives compiste and
unconditional assurances from BeliSouth that It will not afternpt 10 recover any resulting
revenue jossas under its pricing regulation plan, sither through rate rebalancing within the
various service categories or through the govemmantal action provision. If BeliSouth has
not filed end received approval of such smandmemts and rate reductions by
February 8, 1980, the Commission should order BellSouth to Implament intralLATA twoll
dlaling parity forthwith.

As for BeliSouth's proposs! regarding interstate, intrealLATA dialing parity, the Public
Staft recommended that this be implemamed conourrently with IntralLATA tof) cinling parity
to avoid customer confusion.

BallSouth refterated s erguments that the Commission has the fiexibliity to dslay
implemertation of 10ll dialing parity beyond Pebruary 8, 1969, and that It would be groasly
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unfair 10 raquire BeliSouth 10 do so when Its compatitors enjoy substantial acvantages in
the packaging of aervioss, while BeliSoyth lacks imerLATA authority,

ATAT repeated its viow that faderal law requires BollSouth to implement intraLATA
presubscription by February B, 1000, and that such an action would be beneficial to the
using and consuming public. ATAT siso made a number of recommendations conceming
the anciilary issus as 10 how intralLATA dialing parity should be implemented.

MOl and SECCA, filing jointly, argued that public policy, public interest, and TA9S al
require that IntralLATA 1ol dialing parity bo implamantad by February 8, 1699.

Furthermore, as of February 8, 1999, any “linkage” betwesn in-region interLATA authomy
and implementation of intralATA toll dilling parity caases to exist. MC! and SECCA noted
that a number of states have ordered BOCs 10 Implement IntraLATA toll dlaling parity,
incluging Goorgla, Fonca, Keniuoky, Louisiana, Missiesippi, Washington, and Oregon.

Comments on Public Statf Proposal

On December 1, 1998, the Commission issusd an Order seeking comments on the
Public Stull's proposal set forth in its Reply Comments.

ATRT emphaaized its belief thaz BeliSouth has a legally binding obligation o provide
intral ATA ol dialing parity by February 8, 1000, and that swift implamaentation of toll
dialing parity will benefit end-users significantly, ATET also argued that the Commission
lacks legal authority 1o delay iImplementation of imteratate intralLATA presubscription, sinoe
the FCC rules on this subject remain legally valid.

BellSouih stated that it disagreed with the Public Staff's proposal and urged the
Commission fo implement intrastate toll diaking parity on the date BeliSouth enters tha
intorLATA maricet. While gratified with the Public Staff position that intralLATA toll dialing
parity Is not legally required as of February 8, 1599, as well as the Publiic Staff's view that
implementing disling parity prior to BeliSouth's sntrance into the interLLATA long distance
market would wark unfaimess, BeliSouth nevertheless smphasized ite view that InterLATA
long distance authority should come before toll dialing parity. Morsovar, BeliSouth
observed that North Carolina end-users enjoy the benefits of the defined.radius and
defined-area pians and can utilize. altemative camiers through dinling around--a practice
which interexchange canters vigorously promote in other ocontexts.

Sprng inslsted mat BeliSouth is legally bound 10 implement INTalLATA 1ol tialing
parity on February 8, 1889 and that the rete reduction proposal of the Public Staff is no
substitute for competition. intralLATA toll dialing competition has brought down rates in
other states, such as Florida.
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IRA argued that the Public Staff's proposal would lengthen BeliSouth's dominance
over the intralLATA toll market and wouid not be bensfiaial to end-users.

SECCA and MCI, commenting jointly, maintained that the Public Stafl's proposed
implamentation date of January 15, 2000, is arbitrary and without the support of law or
policy and that compettilon, not continued regulation, will most benefit end-users, The
Comimisaion should aiso proceed with implementation of the intersiate rspect of intral ATA

toll dialing parity.

Concord Yalaphone Company (Canpand), while taking no position on tha sihatantive
matter i this docket, expressed concem regarding the Public Stafi’s proposal. Concord
argued that the Public Staff's proposal was naither lopically nor legelly related io the issue
in this docket and was seeking to “retrade compiex revenue and pricing lssues® alrsady
approved In Docket No. P-55, Sub 1013, thereby reducing BsiiSouth's pricing flexiblity.
Moreover. the current status of this proceeding does not provide an adequate basis upon
which te approve the Public Stalf proposal.

Public Stafl replied that It was its proposal that, if BeliSouth did not acospt the
condigons et the Publlc Staff se1 out, BeliSouth should implement intral ATA toll diuling
parity immediately, The Public Stalf stated that ft did not believe that the Commission
could Impose those conditions under the Price Plan without BeliSouth’s consent but tha
it oould order BeliSouth to implement INMraLATA toll dinling parity sHactively
February 8, 1900, or as soon therealter as posehble. The Pubiic Stalf argued that public
policy considerations, on balance, faver such action.
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WHEREUPON the Commission reaches the following
CONCLUSIONS

There are two main questions in this maetter. Tha first is whether BellSouth is
required by lsw to provide intral,ATA 10li dialing parfty by February 8, 1989. The second
is, nssuming the February 8th date is not required, when the appropriate date is. An
anciliary issue is the date on which implementation of lalacstats intralLATA toll dialing
parity should be required.

Thers are several distinct views on the above matters, Those aligned with AT&T
insist that BeliSouth is legally required 1o provide ImralATA toll dialing parity by
February 8, 1989. BeliSouth and the Public Staff take the view that the implamentation of
intralLATA 108 dialing parity by February 8, 1899, (s notlegalily required. BeliSouth argues
that the date of tol! dialing parity should be connected with lis receiving authority to provide
imerLATA long distance service. The Public Staff has initially supgested approximately
a yaar's dalay, couplad with BellSouth's agreeing 10 reduce intraLATA toll rates.

it is the Commission’s View that it possossos fiexibiity in setling the date by which
BeliSouth must provide INraLATA toll cialing pantty, Section 251(b)(3) of TA96 imposes
8 duty on all iooa) exchange comparuss 1o provide digling partty 1o competing providers,
but does not specify 8 timatsble for doing 80. Section 271(e)(2) specilically addresses
iMral ATA toll dialing parity by BOCs, but k is the Commission's judgment that the plain
language of this section only acts to preciude a state commission, with certain sxceptions,
from requiring a BOC to implement intral ATA 1ol dlaling parity belore February 8, 1999.
Afwer that date there is no connection belween whether @ BOC has received authority to
provide in-region imerLATA long disiance service and whether intralLATA toll disling parity
can be Imposed. The FCC sought to Impose rules that would have required BOCs to
implement such dialing parity by February 8. 1898, but these rules were struck down in
Califomia. This ruling simply had the sffect of vesting in the stales the sound discretion
as 1o when, on or after February 8, 1690, a BOC sheuld be raquired to implement
intral.LATA toll dialing parlty.

Assuming, then, that the Commission possesses discretion as to the data on which
it can require intraLATA toil dialing payity, the next question is: when?

At this point, the Public Stwff recommendation that intral ATA toll digling parity be
delayed untll January 15, 2000, il BeliSouth agrees to reducs intraLATA toll rates, does
nol appear any longer to be an option. BellSouth is not agreasble to reducing its
intralATA toll rates, and the Public Staff acourately observes that the Commission cannot
uniatsrally force BeliSouth 10 do so. Therelore, this proposal is “off the table.”

0.002.P.10




Accordingly, It is the Commission’s conciusion that BeliSouth be required to provide
imralATA toll dialing panty (inciuding the interstate component) by February 8, 10698, in
socordance with the provisions of its Plan,

The argument in favor of requiring BeliSouth to implernant intraLATA foll dialing parity
by February 8, 1989, is that doling so s clearly In the public interest ir: that % would foster
competition and lavel the piaying fisld with respect 1o tha prevision of intralLATA toll tratfie.
The present system in which BaliSouth can carry intral ATA toll traflic when Its customers
simply dial 1+, while competitors are relegated 10 offenng the same servioe through
1013000X, deary puls the competitors at a relative disadvantage snd inconveniences thelr
cusiomers. Abolition of this anomaly Is cenainly in the public interest and is in accordance
with the pro-competitive policics snunciated in TAO8 and House Bill 181.

Whiie conoading that it oan technically provide toll dialing party by February 8, 1999,
BeliSouth wants to tie the imposition of dialing parky to Its receiving authority te provide
In-region.interLATA long distance authority and complains that t wouki be otharwise
competitively disadvantaged and would loss customers. As noted sbove, thers is no
necassary legal conneciion between the two after February 8, 1089. To do so would
amount 1o postponing iInraLATA toll dialing parity by BekSouth indefinitely. This would be
unacoceptable. The Commission and ail the parties to this docket are abundantly
soquainted with the Section 271 prooess and how It “grinds siow and exceeding fine’~so
slowly and 30 finaly that no BOC has yet besn granted autharity to provide interLATA long
distance service by the FCC. Mandating InTaLATA toll dialing parity by BellSouth wik put
BeliSouth and its competitors on an sven fodting regarding dialing amangsments. The Iact
that BeliSouth lacks the authorfty 1o package e sarvices with the degree of flexibllity that
ns oompettors have is an artifect of telecommunioations history over which this
Commission has no disposilive control. it is unfair 1o deprive North Caroline customers
of the benefits of IraLATA dilaling parity contingent upon an event which may or may not
happen in the (oreseeable future.

ITi8, THEREFORE, ORDERED as oliows!

1. That BeliSoulh implement InralL,ATA toll dialing parity by no later than
Fabruary 8, 1899. in accordance with the provision of its Plan,

2. That the tariif revisions regarding interstate intraLATA 1oll dialing parity, flisd
August 10, 1998, ba approved, with implementation by no later than February 8, 1906,

3. That all certifled interexchange caers be hareby authorized to olfer intral, ATA
presubscription (1+, 0+, and 1+NXO(+555-1212 calling) to BeliSouth customers in North

Caralina sHective Fabruary 8, 16896,
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4. That BeliSouth shall provide a Public Notice 10 be mailed 10 all its customers
informing them ot their ability to choose IMralATA carriers and of the process for such
sslsction. Bel!South shall consult with the Public Stalf on both the Public Notlos and the
soript tor informing customers subscribing to local exchange service.

ISSUED BY ORDER OF THE COMMISSION.

This the _ith_ day of January, 1999,
NORTH CAROLINA UTILITIES COMMISSION

Qeneva S. Thigpen, Chiel Clerk

meD10480.04

Commissioners William Pittman and Richard Conder disssnted.
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Settlement Agreement Proposes $420 Million in Benefits
to US WEST Customers Over Five Years

—U S WEST Regulatory Director Submits Final Testimony in Support of Rate Reduction Plan—

DENVER - U S WEST Director of Regulatory Affairs, Paul McDaniel, today submitted final
testimony as part of the Colorado Public Utilities Commission consideration of rate reduction for
customers over the next year. Under the proposed plan, in addition to rate reductions for some services,
customers will also avoid a number of rate increases if the unprecedented agreement that was
announced in October is approved by the Colorado Public Utilities Commission (PUC).

U S WEST's agreement to tap its own revenues to reduce certain rates and to cover costs that would
have resulted in local service rate increases, amounts to an $84 million annual benefit to customers, or
$420 million over five years. The agreement also includes a service quality assurance plan that requires
the company to meet certain service standards or return up to $15 million annually in customer bill
credits. U S WEST, the staff of the PUC, and the Office of Consumer Counsel worked out the
agreement.

In addition to the rate concessions and service quality plan, the agreement provides U S WEST
significant flexibility in setting its prices. Under the five-year price and service quality regulatory plan
proposed in the agreement, U S WEST, like its competitors, will be able to adjust prices more quickly
to meet competition in its local and in-state Jong-distance markets.

The settlement agreement includes the following provisions:

» Residential and business basic telephone service rates will be capped at current levels for the
duration of the five-year plan.

« No increase in rates for the expansion of the 303/720 local calling area that went into effect
December 31, 1998. U S WEST metro Denver and central Front Range customers will be able to
call within the 303/720 area code toll-free due to a Commission order consolidating rate centers
and expanding local calling. U S WEST had requested recovery of $12 million in costs to
implement rate center consolidation. This would have resulted in an increase in monthly
residential basic local rates of 44 cents and in business basic local rates of $1.11.

» If the Commission orders expansion of local calling areas (rate center consolidation) in the 970

and 719 area codes, U S WEST agrees to forego $8 million in implementation costs. Toll rates
were reduced on January 2.

» Price reductions of $12 million for in-state long-distance calls carried by U S WEST went into,

effect January 1.

» A bill credit of $22 million to residential and business basic local phone rates to off-set the
anticipated 4.23 percent charge on in-state telecommunications services to pay for Colorado's
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universal service fund. The fund ensures that basic telephone service is affordable in high-cost
areas. This increase in telephone bills is scheduled to begin July 1, 1999.

« U S WEST will invest $40 million to improve telecommunications services in Colorado without
increasing rates.

« Reductions of $12 million in rates that U S WEST charges long-distance companies to use its
local telephone network. It is expected that the long-distance companies will pass these savings
on to their customers.

« No increase in rates to pay for up to $8 million of the cost to implement local number portability,
a new technology allowing customers to keep their phone number when changing to another
local phone company.

« Service quality standards with significant financial incentives to ensure improved service to
U S WEST customers in Colorado.

As part of the agreement, U S WEST will be able to reduce prices 14 days after notifying the PUC. The
company must now wait 30 days before reducing prices. This change will enable U S WEST to
respond more quickly to the needs of its customers.

The settlement agreement signed by U S WEST, the PUC staff and the OCC was filed with the
Commission on October 29, 1998. Other parties will also have an opportunity to comment on the
agreement to the Commission during the upcoming proceedings on the settlement. The Commission
has set a hearing date on the Agreement for January 14-15. U S WEST (NYSE: USW) provides a full
range of telecommunications services - including wireline and wireless PCS, data networking,
directory and information services - to more than 25 million customers nationally in 14 western and
Midwestern states. More information about U S WEST can be found on the Internet at
http://www.uswest.com.
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U S WEST Asks Long-Distance Companies to Take Steps to Protect Consumers
from New Slamming Problem With In-State Long-Distance Calls

—=60 Percent of Customers Report They've Been Slammed on In-State
Long-Distance Telephone Service—

DENVER - Slamming, which has long been customers' number one complaint related to
telephone service, is getting worse as local long-distance markets open to competition.
Customers say they're being "slammed" in unprecedented numbers in five states that have
given telephone customers the opportunity to choose the company that handles their in-state
long-distance calls, U S WEST reported today.

"More than 60 percent of the customers whose in-state long-distance service has been
switched to another company have told us the change was made without their knowledge or
permission," said Mark Roellig, executive vice president-Public Policy, Human Resources
and Law. "That's 10 times the slamming rate we've seen for customers' selection of an
interstate long-distance company. It's unfortunate for customers that companies are using
the opening of in-state long-distance markets as an opportunity to steal business rather than
compete fairly."

In 1997, U S WEST helped nearly 400,000 customers who reported being slammed. That
translates to about five percent of all the switches in long-distance service submitted by
long-distance companies to be processed by U S WEST. "A slamming rate of five percent
hais been a nightmare for customers," Roellig said. "Increasing it to 60 percent cannot be
tolerated."

With five more states served by U S WEST soon to allow customers to choose their in-state
long-distance company, U S WEST today asked long-distance companies to verify they're
legal safeguards designed to protect consumers and businesses from slamming.

"With such an enormous percentage of the customers expressing surprise and disclaiming
any knowledge of the change in their LPIC (in-state long-distance company), we see very
real and significant problems," Roellig said in his letter to the long-distance companies.

Roellig said he believes the problem stems from long-distance companies failing to make
clear to customers that they now have two choices to make concerning their long-distance
service. They can choose a company to handle their nationwide long-distance calls and a
company to handle in-state calls within calling areas known as LATAs. Historically,

U S WEST has handled most in-state long-distance calls.

If customers are confused and haven't been provided with adequate information to make a
decision about their in-state long-distance carrier, "state laws that prohibit consumer fraud,
including the suppression or omission of material facts, and both federal and state laws that
forbid deceptive and unfair trade practices and conduct are implicated," Roellig said in his
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letter.

The five states that already allow telephone customers to choose their in-state long-distance

company are Arizona, Minnesota, New Mexico, Utah and Wyoming. Customers in six more
states served by U S WEST - Colorado, Iowa, Montana, Nebraska, Oregon and Washington
- will be able to choose their in-state long-distance company beginning in February.

"As the new rules take effect in those six states, customers can expect to be bombarded with
telemarketing calls from long-distance companies wanting them to switch from

U S WEST," Roellig said. "We want to make sure they know what they're being asked to do
- and to know that U S WEST still offers in-state long-distance service."

In fact, Roellig noted, U S WEST has recently lowered its in-state long-distance prices in
many areas o make them even more competitive - as low as nine cents a minute in most

_States.

U S WEST (NYSE:USW) provides a full range of telecommunications services - including
wireline, wireless PCS, data networking, directory and information services - to more than
25 million customers nationally and in 14 western and midwestern states. More information
about U S WEST can be found on the Internet at http://www.uswest.com.
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