Window. shall not be eligible for a promotional resale discount. Resold services (such as Call
Waitine) added to a resold line that qualifies for the promotional resale discounts shall be eligible
for the promotional resale discounts for the duration of the Promotional Period regardless of
whether such resold services were added after the end of the Offering Window.

b. Bell Atlantic/GTE shall be under no obligation to provide a service for
resale at a promotional resale discount outside the Promotional Period. For the purposcs of this
Subparagraph. the Promotional Period shall be a period of 36 months from the date a qualifying
resold service ts mstalled and operational. or the period during which the resold service remains
in service at the same location and for the same telecommunications carrier, whichever is shorter.

C. The promotional resale discount rate for services resold to residential
customers shall be 32 percent [rom the retal rate until the latest of: (1) 24 months after
commencement of the Offering Window period; (1i) for the Bell Atlantic Service Areas on a
state-bv-state basis. the first date on which Bell AUanuc¢/GTE is authorized to provide in-region,
interLATA scrvices in the relevant state; (11} for the GTE States on a statc-by-state basis, the
date on which compeung carriers, in aggregate, offer service over their own facilities to at least
15 percent of incumbent LEC customer locations in the GTE Service Arcas in that State, or (1v)
the date on which Bell Adantic/GTE has completed 50 percent of the out-of-region comnutment
desceribed in Paragraphs 43 or 48 of these Condiuons. Thereafter. for the remaining duration of
any Promotional Period. the promotional resale discount rate for service resold to residential
customers shall be 1.1 umes the standard wholesale discount rate established for the service by
the refevant state commission pursuant to 47 US.C. § 252(d)(3) and then in effect (e.g.. if the
standard wholesale discount rate in a state is 20 percent, then the promotional resale discount rate
would be 22 percenty. Upon the terminauon of the imual 32 percent promotional resale discount
rate. this discount rate shall apply automaucally to all services chigible for a promotional resale
discount, includine those services that intually were provided under the 32 percent promotonal
resale discount. The promouonal resale discounts shall apply to all resold services provided over
a quulitivine resold hne: Le., on a single resold line telecommunications carriers may not “pick
and choose™ between the promotional resale discounts and the standard resale discounts that

apply 1 a state.

3N, The Oftfering Window tor the Promotional Resale Discounts in each state shall
begin 30 davs after the Mereer Closing Date and end for that state at the carlier of the following:
(1) 36 months after commencement ot the Oftering Window period: or (1i) the month following
the date when the sum of resold lines in service 1n a state at the Promotional Resale Discounts
plus the quantty of End-to-End UNE Combinations (a4 combination of network elements used to
provide residential POTS service or residential Basic Rate Interface ISDN service and available
under 47 CF.R. § 51.319) in servige 1n the state recaches the maximum allowable quantity by
state set forth in Atachment E. In order to provide CLECSs with advance planning information,
Bell Atlantic/GTE shall provide written or electronic notice to CLLECSs operating in the relevant
state when 50 percent and 80 percent of these termination numbers are reached in each Bell
Adanuc/GTE State. 1t the Offerine Window in a state ends for the Resale promotions in that
state because the maximum allowable quanuty listed 1in this Paragraph has been exceeded in that
state, Bell Atlantic/GTE shall file notice with the Secretary of the Commission, the relevant state
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comnussion and the CLECS operatine in that state, within 3 business days after terminating the
Offerine Window for the availability of promotional resale discounts in the state.

XIII. Offering of UNEs

39. Bell Atantic/GTE shall continue to make available to telecommunications
carriers., in the Bell Atantic/GTE Service Area within each of the Bell Atlantic/GTE States the
UNES required in Implementation of the Local Competition Provisions of the
Telecommunications Act of 1996. Third Report and Order and Fourth Notice of Proposed
Rulemaking. CC Docket No. 96-98. FCC 99-238 (rel. Nov. 5, 1999) (UNE Remand Order) and
Deplovment of Wireline Services Offering Advanced Telecommunications Capability and
Implementation of the Local Competition Provisions of the Telecommunications Act of 1996,
Third Report and Order in CC Docket No. 98-147 and Fourth Report and Order in CC Docket
No. 96-98 (rel. Dec. 9, 1999 (Line Sharine Order) until the date of a final, non-appealable
judiciad decision providing that the UNE or combination of UNEs is not required to be provided
by Bell Atlantic/GTE 1n the relevant seographic arca. The provisions of this Paragraph shall
become null and void and impose no further obligation on Bell Atlanuc/GTE after the effective
date of final and non-appealable Commission orders in the UNE Remand and Line Sharing
proceedines, respectively.

XIV. Alternative Dispute Resolution through Mediation

36-40. In the Bell Atlantic/GTE Service Area within each Bell Atlantic/GTE State, Bell
Atlantic/GTE shall implement, subject to the appropriate state commission’s approval, an
alternative dispute resolution (*ADR”) mediation process to resolve carrier-to-carrier disputes
regarding the provision of local services, including disputes related to existing and effective
interconnection agreements, as described in Attachment &F. Participation in the ADR
mediation process established by this Section is voluntary for both telecommunications carriers
and state commissions. The process is not intended and shall not be used as a substitute for
resolving disputes regarding the negotiation of interconnection agreements under Sections 251
and 252 of the Communications Act, or for resolving any disputes under Section 332 of the
Communications Act. The ADR mediation process shall be utilized to resolve local
interconnection agreement disputes between Bell Atlantic/GTE and unaffiliated
telecommunications carriers at the unaffiliated telecommunications carrier’s request.

AH:XY. Access to Cabling in Multi-Unit Properties

3741. Bell Atlantic/GTE shall, subject to any required state approvals, offer to conduct a

trial with one or more interested, unaffiliated CLECs within the Bell Atlantic/GTE Service Area
to identify the procedures and associated costs required to provide CLECs with access to cabling
within Multi-Dwelling Unit premises (“MDUs"") and multi-tenant premises housing small
businesses (“MTUs”), where Bell Atlantic/GTE controls the cables. Taking into account the
results of the trial, Bell Atlantic/GTE will negotiate in good faith with CLECs to develop, as an
additional alternative to the Minimum Point of Entry in Paragraph 3842 where the property
owner(s) or some other party(ies) accepts full responsibility for installing and maintaining all
cabling on the customer side of the Minimum Point of Entry, tariffs and/or interconnection




agreement amendments that will facilitate single points of interconnection to cabling controlled
by Bell Atlantic/GTE in MDUs/MTUs on a going-forward basis.

3842, In the Bell Atlantic/GTE Service Area, Bell Atlantic/GTE shall, subject to any
required state approvals and consistent with any relevant state laws or regulations, install new
cables in a manner that will provide telecommunications carriers a single point of
interconnection, as provided in this Paragraph. Bell Atlantic/GTE shall only be required
pursuant to this Paragraph to provide a single point of interconnection where the property
owner(s) or some other party(ies) accepts full responsibility for installing and maintaining all
cabling on the customer side of the single point of interconnection. Nothing in this Paragraph
shall restrict property owners’ rights to control access to their buildings or property. Access from
the public right-of-way to the single point of interconnection is the responsibility of each
telecommunications carrier. The provisions of this Paragraph apply only to cable installations for
which engineering work is begun after the Merger Closing Date.

a. When Bell Atlantic/GTE is hired to install new cables in a newly
constructed or retrofitted single-building MDU or campus of garden apartment dwelling units or
a newly constructed or retrofitted multi-tenant business premises that the property owner(s) or
some other party(ies) will own and maintain, Bell Atlantic/GTE shall provide the property owner
written notice that Bell Atlantic/GTE will, unless the property owner objects,”* install and
provide the new cables in a manner that will permit telecommunications carriers a single point of
interconnection at a Minimum Point of Entry if the property owner(s) or some other party(ies)
accepts full responsibility for installing and maintaining all cabling on the customer side of the
single point of interconnection. Provided, however, that there may be multiple points of entry
where the landlord requests diversity.

b. Where Bell Atlantic/GTE (1) would, absent the terms of this
Subparagraph. own the new cables in a newly constructed or retrofitted single-building MDU or
campus of garden apartment dwelling units or a newly constructed or retrofitted multi-tenant
business premises, and (2) has the right to do so without the consent of any other party, Bell
Atlantic/GTE shall install and provide cables to such multi-unit properties in a manner that will
permit telecommunications carriers a single point of interconnection at a Minimum Point of
Entry if the property owner(s) or some other party(ies) accepts full responsibility for installing
and maintaining all cabling on the customer side of the Minimum Point of Entry. Provided,
however. that there may be multiple points of entry where the property owner or other party
requests diversity.

c. Where Bell Atlantic/GTE (1) would, absent the terms of this
Subparagraph, own the new cables in a newly constructed or retrofitted single-building MDU or
campus of garden apartment dwelling units or a newly constructed or retrofitted multi-tenant
business premises, but (2) needs the consent of the property owner or another party to install and
provide cables to such multi-unit properties in a manner that will permit telecommunications
carriers a single point of interconnection at a minimum point of entry, Bell Atlantic/GTE shall

34 It would be inconsistent with the good faith implementation of this Condition for Bell Atlantic/GTE to
encourage or solicit the property owner’s objection.




provide written notice to the property owner or other party that Bell Atlantic/GTE will, unless the
other party objects,” install and provide new cables to such multi-unit properties in a manner that
will permit telecommunications carriers a single point of interconnection at a Minimum Point of
Entry if the property owner(s) or some other party(ies) accepts full responsibility for installing
and maintaining all cabling on the customer side of the Minimum Point of Entry. Provided,
however, that there may be multiple points of entry where the property owner or other party
requests diversity.

FOSTERING OUT-OF-REGION COMPETITION

XHEXVI. Out-of-Territory Competitive Entry

3943, Bell Atlantic/GTE will spend a total of at least $500 million (the “Out-of-Region
Expenditure”) bybetween the Merger Closing Date and the end of the 36™ month after the
Merger Closing Date to provide services, including resale, that compete with traditional
telephonelocal telecomimunications services offered by incumbent local exchange carriers or to l
provide Advanced Services to the mass market (“Competitive Local Service”) outside the Bell
‘Atlantic and GTE Service Areas (“‘Out-of-Region Markets”), within the United States. |

4844, Subject to Paragraph <H-435. (1) at least 50 percent of the Out-of-Region |
Expenditure shall be used to construct, acquire, lease, use, obtain, or provide facilities, operating
support systems, or equipment that are used to serve customers in OQut-of-Region Markets
(“Facilities Expenditure™) and (2) the remaining Out-of-Region Expenditure may be used to
acquire customers for Competitive Local Service in those Out-of-Region Markets (‘‘Customer
Acquisition Expenditure™).

+4+-13. To count toward the Out-of-Region Expenditure, amounts included in the !
Facilities Expenditure must be spent in conjunction with: (1) the provision of Competitive Local
Service; (2) the provision of other telecommunications services, or information services, that are
offered jointly with Competitive Local Service; or (3) investments in, or contributions to,

ventures te-promotethat provide Competitive Local Service activity in Out-of-Region Markets by |

those ventures.

4246, At the end of the 36™ month after the Merger Closing Date: (1) if the Out-of- I
Region Expenditure is less than $500 million, then Bell Atlantic/GTE shall pay to the United
States Treasury an amount equal to 150 percent of the difference between the Out-of-Region
Expenditure and $500 million; or (2) if the Out-of-Region Expenditure equals or exceeds $500
million but the Facilities Expenditure is less than $250 million, the Bell Atlantic/GTE shall pay
to the United States Treasury an amount equal to 150 percent of the difference between the
Facilities Expenditures and $250 million.

- It would be inconsistent with the good faith implementation of this Condition for Bell Atlantic/GTE to

encourage or solicit the property owner’s objection.
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43-47. Notwithstanding the foregoing, Bell Atlantic/GTE shall be deemed to have
satisfied the commitments in this Section if it ha~seld-byprovides service, between the Merger
Closing Date and the end of the 36" month after the Merger Closing Date, over at least 250,000
customer lines that are used to provide Competitive Local Service in Out-of-Region Markets.*

48. Until the time this Condition is satisfied. Bell Atlantic/GTE shall meet the
following interim targets: between the Merger Closing Date and the end of twelve months after
the Mereer Closing Date, Bell Adantic/GTE shall have spent at least $100 million or provided
service over at Jeast 50.000 customer lines in Qut-of-Region Markets; and by the end of twenty-
four months atter the Mereer Closing Date. Bell Atlantic/GTE shall have spent at Jeast S$300
million or provided service over at Jeast 150,000 customer lines in Qui-of-Region Markets. H a
tarect is met through the specified expenditure, at Ieast 20 percent of the expenditure shall be
used o provide Competitive Local Service o residential customers or to provide Advanced
Services. If atareet 1s met through the selling of customer hines that are used to provide
Competiive Local Services, at feast 20 percent of the lines will be used to provide service 1o
residential customers or to provide Advanced Services.,

IMPROVING RESIDENTIAL PHONE SERVICE

XBP-XVIIL.  InterLATA Services Pricing

SVHFE 49. Bell
Atlantxc/GTE shall not institute mandatory minimum monthly or ﬂat~rate charges on interLATA

calls. Specifically, subject to any applicable state regulatory requirements, Bell Atlantic/GTE

and its affiliatestthe-BeH-Atuntie-States shall not charge wireline residential consumers a
minimum monthly or minimum flat rate charge on interLATA long distance service similar to
the charge that is currently assessed by some interexchange carriers.

a. In-the Bel-Atlantie States—Bell Atlantic/GTE and its affiliates shall not
charge a minimum monthly or minimum flat rate charge (as described in this Paragraph) on
interLATA services provided to any in-region or out-of-region wireline residential customer
within the United States.

b. This Section shall become effective on the first day after the Merger
Closing Date. In the GTE states, Bell Atlanuc/GTE s oblhigations under this Section shall end 36
months after the Merger Closing Date. In each of the Bell Atlantic States (including
Pennsylvama and Virginia), Bell Atlantic/GTE’s obligations under this Section shall end 36
months after Bell Atlantic is authorized to provide interLATA services pursuant to 47 U.S.C.

§271(d)(3).

o

For purposes of this Section. custamer Hines includes telephone access lines, xDSL or other lines used 10
[‘lﬂ\ldl '\d\‘mud Services. cable lines, or other Iimes of communications used to provide Competitive Local
Service.




d¢.  This Section shall not prohibit Bell Atlantic/GTE or any of its affiliates
from passing through to its customers any fees, charges, or taxes (including taxes on Bell
Atlantic/GTE’s own charges) imposed or authorized by a federal, state, or other governmental
entity and imposed on Bell Atlantic/GTE or any of its affiliates as a result of its provision of
interLATA services to its customer. Nor shall this Section prohibit Bell Atlantic/GTE from
offering customers an optional, voluntary interLATA services pricing plan that includes a
minimum monthly or minimum flat-rate charge, or a pre-paid calling card.




XVIlI. Enhanced Lifeline Plans

45:50. Not later than 30 days after the Merger Closing Date, Bell Atlantic/GTE shall
offer by letter to the appropriate state commission in the Bell Atlantic and GTE States to file a
tariff for an enhanced Lifeline plan in the Bell Atlantic/GTE Service Area within that state. Bell
Atlantic/GTE may fulfill this requirement in a state by either (i) proposing a new, stand-alone
Lifeline plan that meets the requirements of this Paragraph, (ii) proposing to provide additional
discounts and/or other enhancements to an existing Lifeline plan in a state which, when
combined with the Lifeline benefits provided by the existing plan, meet the requirements of this
Paragraph, or (iii) certifying that the existing Lifeline plan (or plans) meets the requirements of
this Paragraph. No state shall be required to accept the enhanced Lifeline plan that will be
offered by Bell Atlantic/GTE. Copies of Bell Atlantic/GTE’s written offers shall be filed with
the Secretary of the Commission. Consistent with applicable state law, the terms and conditions
offered by Bell Atlantic/GTE shall be comparable to the terms and conditions of the Ohio
Universal Service Assistance (“USA”) Lifeline plan set forth in Ameritech Ohio’s Alternative
Regulation Plan, as in effect on January 27, 2000, in the areas of subscriber eligibility, discounts,
and eligible services. See Opinion and Order, Application of the Ohio Bell Tel. Co. for Approval
of an Alternative Form of Regulation, Case No. 93-487-TP-ALT, 1994 Ohio PUC LEXIS 956
(Nov. 23, 1994). as modified to be consistent with the 1996 Telecommunications Reform Act
and other modifications and interpretations by the Public Utilities Commission of Ohio, as in
effect on January 27, 2000, in the areas of subscriber eligibility, discounts, and eligible services.
Specifically, with respect to discounts, Bell Atlantic/GTE will provide a discount equal to the
price of basic residential measured rate service (i.e., access to the network not including any local
usage) in each state: provided, however, that the maximum discount to be provided (including all
applicable Federal. state and Company contributions) shall not exceed $10.20 per month. For
example. if the current Lifeline discount in a state is $8.00 per month, Bell Atlantic/GTE will
increase that discount by a maximum of $2.20 per month for those Lifeline customers that meet
all of the qualifications in this Paragraph. This Paragraph is not intended to supersede or
eliminate state or federal funding for existing Lifeline programs. Where, for a particular state,
Bell Atlantic/GTE does not offer a basic measured rate service that does not include any local
usage. to determine the amount of the discount, Bell Atlantic/GTE will determine an estimated
price for such a service as a percentage (based on underlying costs) of the most basic service that
1s offered. If the state commission indicates its acceptance of Bell Atlantic/GTE’s offer within
12 months of Bell Atlantic/GTE’s written offer, Bell Atlantic/GTE shall file a tariff to implement
its offer within 60 days of such acceptance. Bell Atlantic/GTE shall offer to provide such
enhanced Lifeline plans with the following operational characteristics:

a. Past-Due Bills. Enhanced Lifeline plan customers with past-due bills for
local service charges will be offered payment arrangements for such local service charges with an
initial payment not to exceed $25.00 before service is installed and with the balance to be paid in
6 equal monthly payments. Enhanced Lifeline plan customers with past-due bills for toll service
charges will be required to have toll restriction service until such past-due toll service charges
have been paid.




b. Deposits. New enhanced Lifeline plan customers will not be required to
pay a deposit to obtain local service. Bell Atlantic/GTE may request a deposit for toll service
unless the customer elects toll restriction service.

c. Verification of Eligibility. Bell Atlantic/GTE will provide prospective
enhanced Lifeline plan customers with a written form®’ that will permit the customer to self-
verify eligibility through participation in one or more of the qualifying programs. Bell
Atlantic/GTE will have the right to audit any such self-verifications and to refuse enhanced
Lifeline service to any customer that is not a current participant in one of the eligible programs.
Bell Atlantic/GTE will provide quantities of such written forms to state agencies administering
qualifying programs so that these agencies, if they choose, can make these forms available to
their clients.

d. On-Line Verification of Eligibility. Bell Atlantic/GTE will negotiate in
good faith with appropriate state agencies administering qualifying programs to acquire on-line
access to the agencies’ electronic databases for the purpose of accessing the information
necessary to verify a customer’s participation in an eligible program. Where such on-line access
can be negotiated on reasonable terms and conditions that permit Bell Atlantic/GTE to access
such information efficiently, Bell Atlantic/GTE will provide on-line verification of eligibility for
a customer claiming (during a discussion with a Bell Atlantic/GTE service representatxve) tobe a
current participant in one of the eligible programs.

€. Publicity. Bell Atlantic/GTE will agree to spend no less than an annual
promotional budget to make potential customers aware of the enhanced Lifeline plan or other
programs that benefit low income consumers. The annual promotional budget for each state
(shown in Attachment B3G) is calculated to be proportional (based on the relative number of
residence access lines that Bell Atlantic/GTE has in service in each state) to the $122,000 annual
promotional budget established as part of the USA Lifeline Plan in Ohio.

f. Toll-Free Number for Lifeline Inquiries. Bell Atlantic/GTE will provide a
toll-free telephone number (e.g., an 800 number) for current and potential enhanced Lifeline plan
customers to call for subscribing to, or otherwise requesting information or assistance about, the
enhanced Lifeline plan.*®

g. Toll-Free Fax Line for Receiving Lifeline Documentation. Bell
Atlantic/GTE will provide a toll-free fax line for current and potential enhanced Lifeline plan
customers to submit documentation associated with the enhanced Lifeline plan.

h. Lifeline Message on Voice Response Units (“VRUs”). Where Bell
Atlantic/GTE utilizes a VRU to answer customer calls into a service center, Bell Atlantic/GTE

4=

- These forms will be provided in English and such other languages as are prevalent in the applicable area

served by Bell Atlantic/GTE.
-3 Bell Atlantic/GTE will endeavor to respond to inquiries made in non-English languages which are prevalent
among residents in the areas served by Bell Atlantic/GTE.



will, where it is technically possible to do so, include information about the enhanced Lifeline
plan on the VRU menu after the customer indicates an interest in obtaining new service.

, 1. Upgrading Current Lifeline Customers. Where a state that already has a
Lifeline plan determines to offer the enhanced Lifeline plan described in this Paragraph, and
where the enhanced Lifeline plan offers a larger discount and in all other respects no worse terms
and conditions to an existing Lifeline customer, Bell Atlantic/GTE shall switch qualifying
customers (i.e., customers who have provided Bell Atlantic/GTE with sufficient verification that
they participate in a qualifying program) to the enhanced Lifeline plan within 180 days of
implementing the enhanced Lifeline plan.

J- Timing. The obligations contained in the above Subparagraphs shall not
take effect until and unless the Enhanced Lifeline tariffs are accepted and approved by a state
commission.

XVEXIX. Additional Service Quality Reporting |

46:31. Beginning no later than 180 days after the Merger Closing Date for the Bell |
Atlantic/GTE Service Area in all Bell Atlantic/GTE States, Bell Atlantic/GTE shall file with the
Reporting Management Staff of the Commission for the public record, on a quarterly (i.e.,
January-March, April-June, etc.) basis, state-by-state service quality reports in accordance with
the retail service quality reporting recommendations of the NARUC Technology Policy
Subgroup “Service Quality White Paper” adopted November 11, 1998. Answer time
performance may be reported on a multi-state basis in accordance with the consolidated handling
of some calls by Bell Atlantic/GTE call centers. Each such quarterly report shall be filed no later
than 50 days after the end of the quarter covered by the report. The first report filed for each
state shall cover the most recent quarter that ended at least 50 days prior to the date the report is
due. Categories of reporting for retail services include installation and maintenance, switch
outages, transmission facility outages, service quality-related complaints, and answer time
performance. Reports shall be filed for a period of 36 months following the date of Bell
Adantic/GTE’s first report for that state. A copy of each report for a state shall be included on a
Bell Atlantic/GTE Internet website or provided to the relevant state commission.

+#32. Bell Atlantic/GTE shall report on a quarterly basis ARMIS local service quality |
data required by the Commission separately for each of its operating companies. Bell
Atlantic/GTE shall provide service quality data in accordance with Table 1 of ARMIS Report
No. 43-05 on a quarterly basis. The service quality data required by this Paragraph shall be
included on a Bell Atlantic/GTE Internet website or made available to state commissions in the

Bell Atlantic/GTE States.
NVHLXX.  NRIC Participation l

4853, Bell Atlantic/GTE shall continue to participate in the Network Reliability and |
Interoperability Council (“NRIC”), or a successor organization, if any.




ENSURING COMPLIANCE WITH
AND ENFORCEMENT OF THESE CONDITIONS

XVHEXXI. Compliance Program l
49:54. Bell Atlantic/GTE shall establish a Compliance Program as follows:

a. Bell Atlantic/GTE shall appoint a senior corporate officer to oversee Bell
Atlantic/GTE’s implementation of, and compliance with, these Conditions; to monitor Bell
Atlantic/GTE’s compliance program and progress toward meeting the deadlines specified herein;
to provide periodic reports regarding Bell Atlantic/GTE’s compliance as required by these
Conditions; to ensure that payments due under these Conditions are timely made; and to consult
with the Chief of the Common Carrier Bureau and other appropriate individuals as the Chief
deems necessary on an ongoing basis regarding Bell Atlantic/GTE’s compliance with these
Conditions. The corporate compliance officer shall provide copies of all notices Bell
Atlantic/GTE provides to the Commission or a state commission to the independent auditor
required under Paragraph 50355 and shall consult with the independent auditor regarding Bell |
Atlantic/GTE’s progress in meeting the deadlines and milestones specified in these Conditions.
The corporate compliance officer may be the same corporate officer with responsibility for Bell
Atlantic/GTE’s compliance with Section 272 obligations. The audit committee of Bell
Atlantic/GTE’s Board of Directors shall oversee the corporate compliance officer’s fulfillment of
these responsibilities. The requirements of this Subparagraph shall remain in effect until all
other Conditions have expired.

b. Not later than 60 days after the Merger Closing Date, Bell Atlantic/GTE
shall submit to the Common Carrier Bureau's Audit Staff (“Audit Staff”) for review and
comment a plan for compliance with these Conditions. The compliance plan shall be afforded
confidential treatment in accordance with the Commission’s normal processes and procedures.
A letter providing notice of the filing shall be filed the same day with the Secretary of the
Commission for the public record.

C. Following the Merger Closing Date, Bell Atlantic/GTE shall submit to the
Audit Staff and file for the public record (except for materials for which confidential treatment 1s
requested) an annual compliance report detailing Bell Atlantic/GTE’s compliance with these
Conditions during the preceding calendar year. This annual compliance report shall be submitted
no later than March 15 (or the first business day thereafter) of the calendar year following the
year covered by the report. A report shall be filed for each calendar year in which Bell
Atlantic/GTE is subject to obligations under other Sections of these Conditions. The annual
compliance report shall address Bell Atlantic/GTE’s compliance with these Conditions and the
sufficiency of Bell Atlantic/GTE’s internal controls for complying, shall include a discussion of
the efficiencies realized as a result of the merger, and shall be prepared in a format substantially
similar, in relevant respects, to the format of the independent auditor’s section of the audit report
described in Subparagraph 36£551, below. I




XP-XXII. Independent Auditor

56:55. Bell Atlantic/GTE shall, at its own expense, annually engage an independent
auditor to conduct an examination engagement resulting in a positive opinion (with exceptions
noted) regarding Bell Atlantic/GTE’s compliance with all these Conditions and the sufficiency of
Bell Atlantic/GTE’s internal controls designed to ensure compliance with such Conditions,

. except‘ 3o ~ I ratic : 1. ~ - 3 i ~f 1o 7 . d as
noted in Paragraph 5456, below. The first annual examination engagement shall exclude
compliance with Section VIII. Bell Atlantic and GTE shall jointly engage an independent auditor
for this purpose prior to the Merger Closing Date. The engagement shall be supervised by
persons licensed to provide public accounting services and shall be conducted in accordance with
the relevant standards of the AICPA. The independent auditor shall be acceptable to the Chief of
the Common Carrier Bureau and shall not have been instrumental during the past 24 months in
designing all or substantially all of the systems and processes under review in the audit, viewed
as a whole. An independent auditor’s report shall be filed for each calendar year in which Bell
Atlantic/GTE is subject to obligations under other Sections of these Conditions, provided that no
report shall be due if that report would cover a portion of a calendar year that is less than 60 days.
In that event, the period of less than 60 days shall be audited in the report covering the
subsequent calendar year, if any. The independent auditor’s report (which may consist of
multiple reports) shall be prepared and submitted as follows.

a. Not later than 9060 days after the Merger Closing Date, the independent
auditor shall submit a preliminary audit program, including the proposed scope of the audit and
the extent of compliance and substantive testing. to the Audit Staff. The preliminary audit
program shall be afforded confidential treatment in accordance with the Commission’s normal
processes and procedures. The independent auditor shall consult with the Common Carrier
Bureau's Audit Staff and Bell Atlantic/GTE regarding changes to the preliminary audit program,
but approval by the Audit Staff shall not be required.

b. During the course of the audit, the independent auditor shall inform the
Audit Staff of any revisions to the audit program: notify the Audit Staff of any meetings with
Bell Atlantic/GTE in which audit findings are discussed: and consult with the Common Carrier
Bureau regarding any accounting or rule interpretations necessary to complete the audit. The
independent auditor shall notify Bell Atlantic/GTE of any consultation with the Common Carrier
Bureau regarding accounting or rule interpretations.

c. The independent auditor shall have access to books, records, and
operations of Bell Atlantic/GTE and its affiliates that are under the control of Bell Atlantic/GTE
and are necessary to fulfill the audit requirements of this Section. The independent auditor shall
notify Bell Atlantic/GTE’s compliance officer of any inability to obtain such access. The auditor
may notify the Audit Staff if access is not timely provided after notification to the compliance
officer.



d. The independent auditor may verify Bell Atlantic/GTE’s compliance with
these Conditions through contacts with the Commission, state commissions, or Bell
Atlantic/GTE’s wholesale customers, as appropriate.”

e. The independent auditor may consult with Bell Atlantic/GTE’s corporate
compliance officer concerning matters that arise during the course of the year.regarding these
Conditions. If necessary after such consultation, the independent auditor may notify the Audit
Staff of these matters. No later than SepternberJunc 1 (or the first business day thereafter) of the
year following the calendar year covered by the audit, the independent auditor shall submit its
final audit report for the preceding year to the Audit Staff. The independent auditor’s report shall
be made publicly available.

f. The independent auditor’s report(s) shall include a discussion of the scope
of the work conducted; a statement regarding Bell Atlantic/GTE’s compliance or non-compliance
with these Conditions; a statement regarding the sufficiency of Bell Atlantic/GTE’s internal
controls for complying with these Conditions; a statement regarding the accuracy of Bell
Atlantic/GTE’s annual compliance report for the year covered by the audit; a statement regarding
the timeliness and accuracy of the notices provided to the Commission or its staff pursuant to
specific notification requirements of these Conditions; a statement regarding the accuracy and
completeness of the performance data provided to telecommunications carriers and regulators
under these Conditions; and a description of any limitations imposed on the auditor in the course
of its review by Bell Atlantic/GTE or other circumstances that might affect the auditor’s opinion.

g. For 24 months following submission of the final audit report, the
Commission and state commissions in the Bell Atlantic/GTE States shall have access to the
working papers and supporting materials of the independent auditor at a location in Washington,
D.C. that 1s selected by Bell Atlantic/GTE and the independent auditor. Copying of the working
papers and supporting materials by the Common Carrier Bureau shall be allowed but shall be
limited to copies required to verify compliance with and enforce these Conditions. Any copies
made by the Common Carrier Bureau shall be returned to Bell Atlantic/GTE by the Common
Carrier Bureau. The Common Carrier Bureau’s review of the working papers and supporting
materials shall be kept confidential pursuant to the Commission’s rules and procedures. Prior to
obtaining access to the working papers and supporting materials, state commissions shall enter
into a protective agreement with the Chief of the Common Carrier Bureau and Bell Atlantic/GTE

under which the state commission’s review, including any notes, shall be kept confidential.

h. Not later than 60 days following submission of the final audit report, Bell
Atlantuc/GTE and the Audit Staff shall meet and confer regarding changes to the detailed audit

program for the subsequent year’s audit.

5+:56. Bell Atlantic/GTE shall, at its own expense and under the same retention
timetable set out in Paragraph 36:55. annually engage an independent auditor to perform an

2 . “ . . I .
The term “"wholesale customers™ includes, but is not limited to, telecommunications carriers that purchase

interconnection, services or unbundled elements under tariffs, interconnection agreements or any other means for use
in the telecommunications services offered by such telecommunications carriers.

b




agreed-upon procedures engagement regarding compliance with the separate Advanced Services
affiliate requirements of Section I of these Conditions. The independent auditor shall be
acceptable to the Chief of the Common Carrier Bureau and shall not have been instrumental
during the preceding 24 months in designing all or substantially all of the systems and processes
under review in the audit, viewed as a whole. The independent audit shall be supervised by
persons licensed to provide accounting services and shall be conducted in accordance with the
relevant standards of the AICPA. For purposes of the engagement required by this
Subparagraph, the Commission and Bell Atlantic/GTE shall be the only specified users; the
Chief of the Common Carrier Bureau and Bell Atlantic/GTE must both consent to the audit
methods and procedures to be used; and the independent auditor must accept those methods and
procedures. In the event such mutual consent cannot be obtained, an independent third-party
panel of auditors will be selected by Bell Atlantic/GTE and the Chief of the Common Carrier
Bureau and paid for by Bell Atlantic/GTE to arbitrate any dispute. An independent auditor’s
report shall be filed for each calendar year in which Bell Atlantic/GTE is subject to separate
affiliate obligations under Section I, provided that no report shall be due if that report would
cover a portion of a calendar year that is less than 60 days. In that event, the period of less than
60 days shall be audited in the report covering the subsequent calendar year, if any. Not later
than 120 davs after the Merger Closing Date. the preliminary audit program shall be submitted as
described 1in Subparagraph 354 above. The independent auditor’s report shall be prepared and
submitted as described in Subparagraphs 58b-+h-53b-h, above, except that the report shall be
submitted no later than May | {or the first business day thereafter) of the vear following the vear
covered by the audit, provided that Bell Atlantic/GTE and the Chief of the Common Carrier
Bureau, working with the independent auditor selected by Bell Atlantic/GTE, shall make good-
faith efforts to determine the procedures to be used in the engagement no later than 90 days after
the Merger Closing Date. In determining the procedures to be used, Bell Atlantic/GTE and the
Chief of the Common Carrier Bureau shall give due consideration to the procedures established
for biennial audits under 47 U.S.C. § 272(d).

XXT1I1. Enforcement

3257, The specific enforcement mechanisms established by these Conditions do not
abrogate. supersede, limit, or otherwise replace the Commission’s powers under the
Communications Act. Performance or non-performance of these Conditions by Bell
Atlantic/GTE does not in itself constitute compliance or non-compliance with any federal, state,
or local law or regulation. except Bell Atlantic/GTE’s obligation to perform these Conditions.
The payments for non-performance specifically required by these Conditions, to which Bell
Atlantic/GTE has voluntarily agreed, are payments in the public interest and are not penalties,

forfeitures. or fines.

533.58. If the Chief of the Common Carrier Bureau makes a determination that Bell
Atlantic/GTE has during the effective period of a Condition failed to comply with that Condition,
the Bureau Chief may, at his or her discretion, extend the effective period of that Condition for a
period that does not exceed the period during which Bell Atlantic/GTE failed to comply with the
Condition. If the failure to comply that causes the Bureau Chief to extend a Condition also has
had the effect of denying a person or entity access to a facility or service or the intended benefit




XXIV. Sunset

5&:63. Except where other termination dates are specifically established herein, all
Conditions_set out in this Appendix, except for the Conditions requiring Bell Atlantic/GTE to
provide Advanced Services through one or more separate affiliates, as set out in Section I, shall
cease to be effective and shall no longer bind Bell Atlantic/GTE in any respect 36 months after
the Merger Closing Date, unless the Commission orders that a Condition or Conditions be
extended for noncompliance reasons in accordance with Paragraph 5358 above. Unless |
specifically stated otherwise, it is intended that each of the Conditions will generate 36 months of
benefit. Since some of the Conditions will not become effective or operational until sometime
after the Merger Closing Date, such Conditions will remain in effect (as specified) longer than 36
months after the Merger Closing Date.

XXHXXYV. Effect of Conditions

59-64. The various offerings and initiatives contained in these Conditions, including but
not limited to the carrier-to-carrier promotions. OSS requirements and performance monitoring
Conditions, may substantially duplicate requirements imposed in connection with the merger
under state law. These Conditions shall supplement, but shall not be cumulative of, substantially
related conditions imposed under state law. Where both these Conditions and conditions
imposed in connection with the merger under state law grant parties similar rights against Bell
Atlantic/GTE, affected parties shall not have a right to invoke the relevant terms of these
Conditions in a given state if they have invoked a substantially related condition imposed on the
merger under state law. For example, telecommumcations carriers requesting unbundled focal
loops for residental service under promotional terms offered pursuant to state approval of the
mereer would not also be able 1o invoke the promotional discounts on unbundled loops required
by these Conditions. Furthermore, any unbundled local loops provided by Bell Atlantic/GTE for
restdential service under a substantially similar merger-related state comnussion imposed
promotion ina given state would be deducted trom the number of unbundled local loops required
1o _be provided i that state under Section X1 of these Conditions, This Section shall not limit the
Commission’s powers to enforce these Conditions or the reporting requirements of Bell
Atlantic/GTE under these Conditions.

66:05. When considering a request by Bell Atlantic/GTE for in-region, interLATA |
authority under 47 U.S.C. § 271, the Commission — in view of the public interest benefits
inherent in compliance with the requirements of 47 U.S.C. § 271(d)(3) — shall not consider the
possible expiration of any of the above Conditions per the terms of this Appendix to be a factor l
that would render the requested authorization inconsistent with the public interest, convenience,
and peeessibe




necessity.




