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STATE OF SOUTH CAROLINA

BEFORE THE PUBLIC SERVICE COMMISSION

TARIFF NO. 2002-221

IN THE MATTER OF:

Philip S. Porter - Consumer Advocate
for the State of South Carolina

Complainant/Petitioncr
V. COMPLAINT

BellSouth Telecommunications, Inc.

Respondent

e i N N

Philip S. Porter, Consumer Advocate for the State of South Carolina, complaining of the
Respondent hercin, would respectfully show:

1. This action is brought pursuant to S.C. Code Ann. Section 58-9-576(B)(5), S.C.
Code Ann. Regs. 103-835 and other applicablc orders, rules, and rcgulations of the Commission.

2. On June 6, 2002, BellSouth Telecommunications, Inc. filed a tariff pursuant to its
alternative rcgulation plan in which it notified the Commission of price increases on certain
residential and business services including operator assistance charges, verification and emergency
interrupt scrvices, directory assistance (including a decrease in the local residential DA call
allowance), non-published and additional listings, call forwarding, three-way calling, call waiting,

per use three-way calling, call return, per use call return, per use repeat dialing, per use busy

connect, Caller ID Basic, Caller ID Dcluxe, preferred call forwarding, call block, call tracing, and




customized code restrictions. Changes in intraLATA long distance include the elimination of time-

of-day discounts and billing on full, not partial, minutes.

3. Philip S. Porter is the duly appointed and qualified Consumer Advocate for the State
of South Carolina. Pursuant to S.C. Code Ann. § 37-6-606 (2002), the Consumer Advocate has
the discretionary duty to petition rcgulatory agencies to commence a proceeding when he
determines that such a proceeding would be in the public interest.

4, The Consumer Advocate's position is that the proposed price increases in this filing
represent an abuse of market position on the part of BellSouth. The filing, itself, demonstrates that
there is a lack of a competitive alternative to control BellSouth’s pricing behavior. In a truly
competitive market, thc Company would be unable to sustain such price increases without the loss
of significant business. What little compctition there is through resale of services would also be
impacted by this filing, since the wholesalce price, which is tied to the retail price minus a set
percentage discount, would also increase. BellSouth is using its near monopoly control of the local
residential telephone market to subsidize operations which are more subject to competition.
Clearly, the requested increascs have nothing to do with the cost of these services, which have very
little incremental cost associated with them. As demonstrated in the Company’s recent proceeding
concerning UNE rates, Docket No. 2001-65-C, the prices charged consumers for many of these
scrvices is already scveral times the cost of the services.

5. Further, the Company’s request to dccrcase the local residential Directory
Assistance call allowance from three calls per month to two calls per month is contrary to the

settlement agreement signed between the Consumer Advocate and BellSouth in Docket No, 95-

862-C. The Commission approved that settlement in its Order No. 1999-411, dated June 21, 1999,




In the agreement, BellSouth agreed to lower the price of basic service by $1.00 per month for a

period of five years beginning January 1, 2000. While the Company’s tariff filing in this matter
does not directly increase the basic rate, it does so indirectly by eliminating a portion of the services
which arc included in the basic rate. Under the Company’s proposal, the third call to directory
assistance in a given month would cost a consumer an additional $1.25, instead of being included
in his basic rate. This represents an effective increase in the basic local rate in contravention of the

scttlement agreement, and the Commission’s Order No. 1999-411.

WHEREFORE, the Petitioner, in order to represent the consumer interest of the State of
South Carolina, requests that the Commission investigate this matter and prohibit BellSouth from
implementing the price increases listed in its filing of June 6, 2002.
Philip S. Porter
Consumer Advocatc

Elliott F. Elam, Jr.
Acting Deputy Consumer Advocate

S.C. Department of Consumer Affairs
3600 Forest Drive

P.O. Box 5757

Columbia, South Carolina 29250-5757
(803) 734-4189

July 5, 2002




CERTIFICATE OF SERVICE

This is to certify that I, Elliott F. Elam, Jr., on behalf of Philip S. Porter, Consumer
Advocate, have served this day the foregoing Complaint upon the person(s) named below, at the
address(es) set forth, by deposit in the United States mail, postage prepaid.

Caroline N, Watson, Esquire
BellSouth Telecommunications, Inc.
P.O. Box 752

Columbia, SC 29202

July 3, 2002
Columbia, South Carolina
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BEFORE THE
FEDERAL COMMUNICATIONS COMMISSION

In the Matter of:

Joint Application by BellSouth Corporation, CC Docket No 01-277
BellSouth Telecommunications, Inc., and
BellSouth Long Distance, Inc. for Provision of In-
Region, InterLATA Services in Georgia and
Louisiana
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DECLARATION OF JOSEPH GILLAN

I, Joseph P. Gillan, being of lawful age and duly sworn, do hereby depose and

state as follows;

Professional and Educational Background

1. My name is Joseph Gillan. My business address is P. O. Box 541038, Orlando,
Florida 32854. T am an economist with a consulting practice specializing in
telecommunications.

2. I am a graduate of the University of Wyoming where I received B.A. and M. A.
degrees in economics. My graduate program focused on economic issues unique to
regulated industries, including the telecommunications industry. As part of my graduate
program, I served an internship with the Mountain States Telephone and Telegraph

Company as an econometrician analyzing the price elasticity of local access service.




3. From 1980 to 1985, T was on the staff of the Illinois Commerce Commission

where | had responsibility for the policy analysis of issues created by the emergence of
competition in regulated markets, in particular the telecommunications industry. While
at the Illinois Commission, I served on the staff subcommittee for the NARUC
Communications Committee and was appointed to the Research Advisory Council
overseeing the National Regulatory Research Institute.

4. In 1985, I left the lllinois Commission to join U.S. Switch, a venture firm
organized to develop interexchange access networks in partnership with independent
local telephone companies. At the end of 1986, 1 resigned my position of Vice
President-Marketing/ Strategic Planning to begin a consulting practice. Over the past
twenty years I have provided testimony before more than 35 state commissions, five state i
legislatures, the Commerce Committee of the United States Senate, and the Federal/State
Joint Board on Separations Reform. I currently serve on the Advisory Council to New
Mexico State University's Center for Regulation.

5. I have been asked by AT&T Corporation to evaluate BellSouth’s claims regarding
the level of local competition in Georgia and Louisiana. Although sponsored by AT&T,
my perspective is that of an economist that has advised a wide range of competitive
clients on local entry and market conditions over the past decade. The purpose of this
affidavit is to apply that experience to the portrayal of local market conditions described
in the affidavit of Victor K. Wakeling (“Wakeling Affidavit”). As I explain below, the

Wakeling Affidavit alleges a level of competition in Georgia and Louisiana that is

contradicted by a closer examination of the facts, and is far from the competitive




environment the Commission should expect if BellSouth were actually providing entrants

nondiscriminatory access as required by the Telecommunications Act.!

Overview

6. There are three basic entry strategies to the local market: (1) the resale of
BellSouth’s retail services, (2) the use of unbundled network elements (UNEs), alone and
in combinations, and (3) the construction or lease of other facilities to connect directly
with end-users. According to BellSouth, “irreversible” competitive activity —

summarized in Table 1 (below)* —is occurring using each of these entry strategies.

Table 1: Summary of Competitive Penetration as Claimed by BellSouth®

Entry Georgia Louisiana
Strategy CLEC Lines | % Share CLEC Lines | % Share
Resale 100,493 2.1% 85,682 3.4%
UNEs 228,639 4.7% 31,881 1.2%
Other” 477,684 9.8% 101,910 4.0%
Total CLEC 806,816 16.6% 219,473 8.6%
Total BellSouth 4,060,844 2,333,635

! The Telecommunications Act of 1996, Pub. L. No. 104-104, 110 Stat. 56 (1996).
2 BellSouth revised downward its estimate of “Other” lines in an Ex Parte filed on October
10, 2001, See Letter from Sean Lev to Magalie Roman Salas, Secretary, Federal
Communications Commission, CC Docket 01-277. The analysis in this Declaration incorporates
BellSouth’s revised estimatcs.

3 The Wakeling Affidavit “estimates” competitive activity in each State using two
mecthodologies that produce slightly different results, at lcast with respect to the “resale” and
“other” strategies. The summary presented in Table 1 reflects the average of the two
methodologics reported in the Wakeling Affidavit.

4 The “Other” category includes all entry that connects directly to end-users using facilities
provided by the CLEC, by a third-party, or through the lease of facilities from BellSouth as other
than UNEs (such as spccial access).




7. Before critiquing BellSouth’s claims in more detail, a few threshold observations
are appropriate. To begin, it is useful to note that there is no need to “estimate” the level
of CLEC activity for two of the three entry strategies because the level of CLEC activity
using resale and UNEs is (or, at least, should be) known with precision. Each of these
strategies rely on facilities/services purchased directly from BellSouth and, therefore, no
“estimation” should be necessary. Significantly, most of the competitive activity that
BellSouth claims exists — ranging between 46% (Louisiana) and 60% (Georgia) of all
CLEC activity in these States — involves “other” forms of facilities-based entry that
BellSouth cannot measure directly, but must estimate. Consequently, the accuracy of
BellSouth’s portrayal of CLEC activity depends largely on whether its estimates of these
“other” facilities-based strategies are plausible.’

8. Moreover, the other key variable in BellSouth’s market share analysis is the
number of access-lines (and their equivalents) that BellSouth reports for itself For
BellSouth’s analysis to be valid, BellSouth must not only accurately estimate the level of
CLEC lines, it must properly count its own facilities as well. Although arriving at an
accurate count of BellSouth’s lines may not seem controversial, BellSouth has excluded
from its analysis any local capacity sold as a “special” access arrangement, substantially
reducing its relative share. Finally, before the Commission should attach any

significance to BellSouth’s estimates of local competition, it is important to look beyond

? For simplicity, I use the term “other facilities-bascd entry” in the remainder of this

affidavit to refer to all entry other than resalec and UNEs. Although UNEs are often considered a
form of facilities-based entry, the estimation problems posed by UNEs are far different than those
involving other forms of facilitics-based entry.




the mere level of CLEC lines (even where accurate) to consider the trends aftecting those

volumes.

Resale-Based Competition

9. As summarized in Table 1, resale continues to represent a significant percentage
of the reported competition in Georgia and Louisiana. The continued “prominence” of
resale in BellSouth’s local competition statistics, however, is largely a relative
phenomena — that is, because local competition overall remains small, resale still plays a
relatively large role. Moreover, BellSouth’s static analysis overemphasizes the
significance of resale because it fails to consider the trends affecting this strategy.

10.  The most relevant fact concerning resale is the fact not mentioned by the
Wakeling Affidavit -- resale is eroding rapidly in both Louisiana and Georgia. Far from
being irreversible, the strategy is in reverse . Table 2 (below) compares BellSouth’s
resale volumes for July 2001 (reported in the Wakeling Affidavit) with the resale
volumes BellSouth had earlier reported to the Commission in December 2000, as well as

just a few months earlier in its State 271 proceedings before the Louisiana and Georgia

Commissions.




Table 2: The Constant Erosion of Resale

December . . July Decline Since
2000° | Mid-Period' | 540) December
Louisiana 105,045 95,574 85,682 -18.4%
Georgia 144,398 119,316 100,493 -30.4%
11. As shown in Table 2, the decline in resale activity is both substantial and ongoing.

At its current rate, resale will contract by more than 30% in Louisiana, and by more than
50% in Georgia, by the end of this year. Even without considering these reductions --
and accepting, for the moment, BellSouth’s analysis in its entirety -- resale only achieved
a penetration of 2-3% and cannot seriously be portrayed as demonstrating “vibrant local
competition.”® The only conclusion supported by BellSouth’s resale statistics is the
conclusion already reached by virtually every competitive entrant — resale is a
commercial failure, in large measure because it never provides an entrant access to the

local network on terms equal to those of the ILEC

s Source: BellSouth Form 477 Reports to the FCC — Corrected. During the review of

BellSouth’s local competition statistics in the States, BellSouth acknowledged that it had inflated
its local competition statistics to the FCC by double-counting UNE-P lines as resale lines (as well
as UNEs). The resale volumes in Table 2 have been corrected by removing UNE-P volumes
reported in Form 477 from the resale volumes in those same reports.

7 Source: BellSouth Pre-filing Affidavits in Georgia (April 01 data) and Louisiana (January
01 data).

’ Bricf of BellSouth, CC Docket 01-277, October 2, 2001, page 1.
? Because BellSouth remains the access provider the resale-based CLEC’s end-users, the
CLEC cannot effectively integrate local and long distance services, or offcr other innovations, as
would be possible using UNEs or other facilitics.



UNE-Based Competition

12.  As noted at the outset, there should be little controversy regarding the leve/ of
competition using UNEs because such competition should be known to BellSouth with
certainty. What is important to appreciate with respect to UNE-based competition is not
its absolute level, however, but its implication for judging whether BellSouth actually
offers nondiscriminatory access to the existing network. Simply stated, the status of
UNE-based competition is the most useful measure of whether BellSouth is actually
offering competitors nondiscriminatory access to the existing network because UNEs are
the means by which that access is offered. Unbundled network elements are the offering
of generic transmission and switching capabilities at cost-based rates — the very essence
of nondiscriminatory access.

13.  The two most prevalent forms of UNE-based entry are UNE-Loops (combined
with a CLEC-provided local switch) and UNE-Platforms (the loop combined with
unbundled local switching and shared transport). As shown in Table 3, however, neither
form of UNE-based entry has achieved a significant market share in these States, even

- Q0
after more than five years of competition.’

10 Market share calculations shown in Table 3 are based on BellSouth’s estimate of the

overall market, including BellSouth’s estimate of its own lines in thesc States. Later analysis will
demonstratc that CLEC sharc declines significantly once BellSouth’s estimates are adjusted to
include all of BellSouth’s lines.




Table 3: Status of UNE-Based Entry

UNE Georgia . Louisiana ‘
Strategy CI‘AEC Relative CLEC Relative
Lines Share Lines Share

UNE-Loop 84,219 1.7% 16,917 0.7%
UNE-P 144,420 3.0% 14,964 0.6%
228,639 4.7% 31,881 1.2%

As Table 3 demonstrates, UNEs have gained less than 5% of the market in

Georgia, and only 1.2% penetration in Louisiana. Significantly, in Georgia, UNE-P has
achieved nearly twice the penetration of loops provisioned individually, even though
BellSouth delayed its availability until February of last year.'" The relatively larger UNE
share in Georgia is partially explained by the Georgia Commission’s more aggressive
(relative to Louisiana) actions to make UNE-P viable in that State. In contrast, UNE
activity is barely measurable in Louisiana, irrespective of the configuration strategy (i.e.,
the use of UNEs individually or in combination).

15.  Asnoted earlier, UNEs are intended to be the vehicle by which BellSouth makes
the existing network available to entrants on terms no less favorable than that
experienced by its own retail operations. If the full economies of scale and scope enjoyed
by this inherited resource were available to all CLECs, then the Commission should
expect to see meaningful share gain and extensive competition. Indeed, there is evidence

that the basic intent of the Track A review process was so that commercial experience

a Source: BellSouth Ex Parte, Federal Communications Commission, CC Docket 96-98,

October 13, 2000.




could be used by the States (and this Commission) to validate ILEC claims of Checklist
Compliance. '?
16. Significantly, the goal of the Telecommunications Act was not local competition
someday, after entrants had the opportunity to duplicate the incumbent’s network.
Rather, the Act and its sponsors made clear that the goal was shared access to the
inherited exchange network, so that competition could occur rapidly and broadly
throughout a State. As the Commission has previously noted, Congress fully expected
that entrants could quickly expand service because of the Act’s requirements that the
network be open and accessible to rivals — conditions only satisfied through access to
UNEs:

The requirement of an operational competitor is crucial because ...

whatever agreement the competitor is operating under must be made

generally available throughout the State. Any carrier in another part of the

State could immediately take advantage of the “agreement” and be

operational fairly quickly. By creating this potential for competitive

alternatives to flourish rapidly throughout a State, with an absolute

minimum of lengthy and contentious negotiations, once an initial

agreement is entered into, the Committee is satisfied that the “openness
and accessibility” requirements have been met."?

12 As explaincd by the Joint Explanatory Statement of the Committee of Conference, page

33. (emphasis added):

The requirement [in 271(c)(1)(A)] that a BOC “is providing access and
intcrconnection” means that the competitor has implemented the agreement and
the competitor is operational. This [Track A] requirement 1s important because it
will assist the appropriate State commission in providing its consultation and 1n
the explicit factual determination ... that the requesting BOC has fully
implemented the interconnection agreement elements set out in the “checklist™
under new section 271(¢)(2).

13 The House Report is particularly important in this regard, because Scction 271(c)(1)(A)

“comes virtually verbatim from the House amendment.” Sce Joint Explanatory Statement, page
33, and Memorandum and Order, Federal Communications Commission Docket 97-137,
(“Michigan Order™), August 19, 1997, footnote169.




17.  Clearly, the Telecommunications Act was supposed to provide entrants the same
access to the existing exchange network (through UNEs) that BellSouth inherited. Yet,

while the entire CLEC community in Georgia and Louisiana gained only just over

260,000 UNE-based lines since the Act’s passage,14 BellSouth added more than 4.9
million lines in roughly the same period."” If a key goal of Telecommunications Act is to
grant entrants nondiscriminatory access through the unbundling obligation — and if the
purpose of Section 271(c)(1)(A) is confirm compliance through tangible results — then the
level of competition in both Georgia and Louisiana only demonstrates that this promise

of nondiscriminatory access has not been realized.

Other Entry

18.  As explained earlier, more than half of the competition that BellSouth claims
exists in Georgia and Louisiana is attributed to entrants using facilities that are either self-
provided, obtained from third parties, or leased from BellSouth as other than UNEs.
Because BellSouth does not have an ability to measure these facilities directly, it
estimates these lines served through other measures, such as E911 listings and

interconnection facilities.

14

Specifically, entrants gained only 228,639 UNE lincs in Georgia and 31,881 in Louisiana.

13 Source: BellSouth ARMIS 43-08, Total Access Lines in Service (2000-1995). The gain
in total access lines was 3,803,862 in Georgia and 1,098,821 in Louisiana. This comparison may
understate BellSouth’s actual gain, however, because CLEC lines are as of July 2001, whilc
BellSouth’s statistics arc only current through December 2000.

10




19.  Significantly, BellSouth ignores the most direct measure available to evaluate

such “Other Entry” — the actual traffic using the interconnection facilities between it and
other CLEC networks. This measure is particularly useful because it provides insight not
only into the competitive penefration achieved by “other entrants,” but it also provides
insight into the fypes of customers such carriers have attracted.

20.  An evaluation of the interconnected traffic patterns across the BellSouth region
demonstrates a systematic pattern of asymmetric traffic exchange. Table 4 (below)
summarizes the most current data released by BellSouth describing the traffic volumes
exchanged on the interconnection facilities between 1t and other CLECs.

Table 4: Interconnected Traffic Patterns
BellSouth Region — 2001 (minutes of use)'®

State CLEC CLEC Percent
Originated Terminated | Termination

Alabama 117,617,713 1,139,000,361 90.6%
Florida 1,248,047,630 | 10,472,052,065 89.4%
Georgia Discovery Not Permitted
Kentucky 137,845,925 | 2347232880 |  94.5%
Louisiana Discovery Not Permitted
Mississippi 90,020,136 829,298,290 90.2%
North Carolina 489,940,402 | 2,600,691,106 84.1%
South Carolina 177,329,655 971,667,908 84 6%
Tennessee 548,262,551 | 6,013,863,665 91.6%

21. As the above table clearly shows, the traffic being exchanged between BellSouth
and the CLECs is heavily skewed by the terminating traffic volumes typically associated
with serving ISP customers. There is no question that CLECs enjoyed early marketing

success serving a unique category of customer, the Internet Service Provider (ISP). This

e Source: Various BellSouth Responses to Requests for Information during its State-level

Section 271 proceedings. The dates of individual responses vary, but the data arc gencrally from
the second quarter of 2001.

11




unique circumstance, however, should be acknowledged for what it is ~ a unique

circumstance, that may well be transitional, but which is not a useful measure of CLEC
gains in the broader market of conventional end-users.'” The real measure of whether the
nondiscriminatory access required by the Telecommunications Act is being offered is
whether CLECs are gaining any appreciable share of the conventional end-user market,
which 1s the core of BellSouth’s local monopoly.
22.  There should be no dispute that the fundamental goal of the Telecommunications
Act was competition for average consumers, both residential and small businesses with
conventional communications needs. Certainly, Congress expected widespread
competition, explaining:

... meaningful facilities-based competition is possible, given that cable

services are available to more than 95% of United States homes. Some of

the initial forays of cable companies into the field of local telephony

therefore hold the promise of providing the sort of local residential
competition that has consistently been contemplated.'®

While the cable-option has not produced the competition hoped-for in the passage above,
the Act itself did not rely upon a single technology or entry strategy. Rather, the Act

offered entrants shared access to the existing network so that its economies of scale and

scope would become a competitive enabler instead of competitive barrier.

1 I do not intend to imply that ISP customers arc not cnd-users as a legal issuc. My only

point here 1s that the CLECs” success with this customer segment should not be used to distort
measurcs of the CLECs’ penetration in the broader local market as contemplated by the
Telecommunications Act — i.¢., the core market of conventional residential and business
customers.

18 Ibid
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23.  The usefulness of interconnected minutes as a measure of competitive activity is
that interconnect minutes can be used to estimate the number of conventional lines (i.e.,
non-ISP lines) being served by CLECs. These conventional switched-service lines can
be estimated directly from the originating minutes (i.e , those minutes that originate with
CLEC customers) that traverse the interconnection facilities by dividing the total minutes
by the average usage of a conventional switched-service customer.

24, Unfortunately, the two states before the Commission in this application (Georgia
and Louisiana) are the only two states for which BellSouth has not disclosed originating
usage (indeed the Georgia Commission did not permit any discovery). However, data
from BellSouth’s other States can be used to estimate the originating usage for Georgia
and Louisiana because of the near-perfect correlation'” between originating usage and
interconnection trunks (which are known for all states). The data used for this calculation
— and the resulting estimation model — are presented in Attachment A *°

25.  Converting originating CLEC usage to an estimate of the number of conventional
CLEC lines is straightforward. Table 5 presents these calculations for both Georgia and
Louisiana. The analysis begins with the number of minutes originating with CLEC
customers and terminating on BellSouth’s network estimated by the model described

above. Assuming that average CLEC customer has the same minutes per line as the

" The correlation cocfficient between originating monthly usage and intcrconnection

facilities in the BellSouth region is 0.999.
% It is important to note that this step in the estimation process is necessary only because
the Georgia and Louisiana Commissions did not permit discovery in their review of BellSouth’s
claims. The Commission can easily confirm the accuracy of the cstimates provided here for
Georgia and Louisiana by requesting that BellSouth supply the same originating usage
information for thesc States that it supplied in cvery other jurisdiction. This data can then be
substituted for the estimates provided here.

13




average BellSouth customer, the analysis then estimates the number of conventional lines

served by CLEC switches.?!

Table 5: Estimating Conventional Lines Served by CLEC-Facilities

Georgia Louisiana

Originating CLEC Minutes/Month** 181,937,824 | 52,602,305
Average usage per line® 1,379 1,259
Conventional CLEC Lines “on switch” 131,935 41,781
UNE-Loops 84,219 16,917

Other Conventional Lines 47716 24,864

26.  Asshown in Table 5, the number of conventional CLEC lines served by CLEC
switches 1s 24,864 in Louisiana and 47,716 lines in Georgia. Table 5 further
disaggregates these lines into UNE-Loops and “Other” arrangements, which would
include facilities supplied by the CLEC, a third-party, or leased from BellSouth as special

access.”® Although BellSouth estimates the “Other Line” category in Georgia exceeds

4 To the extent that the average CLEC customer has morc local usage than the average

BellSouth customer, this assumption will overstate the number of CLEC lines.

2 Source: Attachment A.

3 Source: Local Usage Assumptions adopted by the Commission to model universal
service costs using the HCPM. The usage levels uscd in the BCPM appear conservative. An
evaluation of BellSouth’s Statc DEM volumes reported through ARMIS 43-04 (Iess the intrastate
access minutcs reported in ARMIS 43-08) produce slightly higher average usage statistics of
1,519/line (Georgia) and 1,302/line (Louwisiana). If thesc highcr ARMIS-derived estimates of
avcrage usage were used in the analysis above, the number of CLEC conventional lines would
decline. Consequently, the analysis should be viewed as producing an upper-bound of the
number of conventional switched-services lines provide by CLECs using their own facilities
(including stand-alone local loops).

“ The methodology in Table 5 cstimates the rofal number of CLEC lines used to providc
conventional services. The disaggregation between UNE-Loops and “Other” assumes that all
UNE-Loops are used for conventional services. Becausc it 1s likely that at least some (if not most
or many) UNE-Loops are used for other than conventional services, the disaggregation between
these two sub-categorics of “On Switch” lines may overstate UNE-Loops and understate “QOther”
lines.
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more than 477,000 lines (and is approximately 102,000 lines in Louisiana), there are
simply not traffic volumes anywhere near the levels needed to confirm these claims.

27.  ltis critically important to place market share statistics in the appropriate context.
While CLECs have been successful attracting emerging ISP customers, this isolated (and
perhaps transitional) success should not be used — as BellSouth certainly does — to
suggest a comparable CLEC penetration in the more conventional local exchange
marketplace. As shown in Table 6, when the analysis focuses on this core market — and a
market into which the Telecommunications Act certainly intended to introduce
competition -- CLEC penetration is marginalized in both States. Indeed, Table 6 exposes
the fact that conventional-services competition in Louisiana is dependent almost entirely
on resale, even though resale would decline by more than 30% this year alone (if trend in
the first half of the year continues). This isn’t vibrant local competition, this is
disappearing local competition.

Table 6: Estimated CLEC Market Share
Conventional Switched Services Market

Entry Georgia Louisiana

Strategy Lines Share Lines Share
Resale 100,493 2.3% 85,682 3.5%
UNE-P 144 420 3.3% 14,964 0.6%
Other “On Switch”™ 131,935 3.0% 41,781 1.7%
Total CLEC 376,848 8.5% 142,427 5.8%

BellSouth Switched Lines | 4,060,844 2,333,635
28. If the purpose of a market share analysis is to look beyond the conventional

services market, then it is important that the analysis appropriately consider all of the

® Includes UNE-L, CLEC facilities, third-party facilities and facilities leased from

BellSouth (such as special access) used to offer conventional (i.e., non-ISP) scrvicces.
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lines provided by BellSouth, not just those that BellSouth considers “switched service.”
The analysis sponsored by BellSouth, however, excludes lines that BellSouth considers
“special access,” thereby artificially reducing the evidence of its market dominance.
Even if BellSouth’s entire estimate of CLEC activity 1s accepted without challenge — but
the analysis then considers all of BellSouth’s lines — BellSouth’s dominance of this “total
market” is not materially different than its dominance of the “conventional” market
shown above (see Table 7 below). In other words, even if the Commission viewed CLEC
competition for ISP-customers as somehow validating BellSouth’s claim that the local
market 1s open — an assumption that I would accept only to make the following point —
then even that comparison (properly made, considering all of BellSouth’s lines) shows
that the market continues to be dominated by BellSouth.

Table 7: CLEC Market Share — Total Market
(Accepting BellSouth Claims)

Entry Georgia Louisiana
Strategy Lines Share Lines Share
Resale 100,493 1.2% 85,682 2.5%
UNEs 228,639 2.8% 31,881 0.9%
Other 477,684 5 8% 101,910 3.0%
806,816 9.7% 230,786 6.4%
BellSouth Total Lines™® | 7,476,433 3,194,434
29, The principal difference between BellSouth’s “switched” line count and its “total”

line count are lines that BellSouth considers “special access.” The “special access line”
is largely a consequence of the interLATA line-of-business restriction that BellSouth

seeks to have removed in this proceeding. In simple terms, customers make two types of

26

Source: Total Access Lines, ARMIS 43-08, less resale and UNE-P lines reported in
Wakeling affidavit.
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calls: local calls and long distance calls. Many larger customers separate these calls
between two types of connections — so called “switched access lines” (for calls that
BellSouth can handle), and “special access lines” (for calls that BellSouth cannot).”” This
distinction, however, does not fundamentally change the service the customer is
receiving, it only changes which carrier (BellSouth or a long distance company)
terminates the call. Significantly, CLECs typically offer integrated services that render
any distinction between “switched” and “special” lines irrelevant — CLEC lines are both
“switched” and “special” because they handle both local and long distance calls.
Consequently, even if BellSouth accurately estimated CLEC lines -- and it is appropriate
to weigh equally lines serving the unique ISP-market with lines used to offer service to
more conventional end-users — the BellSouth analysis significantly inflates CLEC market

share by arbitrarily excluding the lines BellSouth considers “special access.”

Premature Entry and Local Competition

30.  Like other applicants before it, BellSouth claims that local competition would be
accelerated by its grant of interLAT A authority. Nothing could be further from the truth.
It is true that New York and Texas are the most competitive markets in the nation. But
this fact only proves that local competition develops once threshold conditions for local
competition are in place. BellSouth confuses the cart with the horse when it claims that

interL ATA relief promotes local competition.

7 These “special access lines” conncct directly to a long distance carrier’s switch.
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31.  Consider the following. Assume for the moment that BellSouth’s claim has merit
— that 1s, whether an RBOC can offer long distance service is the determining factor for
local competition. If true, then anywhere an ILEC can offer long distance service should
see the most local competition. This would mean that local competition should be the
most robust in the territories where GTE (now Verizon) began offering long distance
service immediately upon passage of the Act, if not in its rural exchanges, then at least in
areas such as Los Angeles and Tampa where its markets are similar to those of an RBOC.
As shown in the following table, however, local competition was still nonexistent in these
areas more than three years after GTE began offering long distance service.*®

Table 8: Local Competition in GTE Territory
(June 1999)

California Florida
UNE Loops 0.3% 0.0%
Resale 1.5% 2.4%

32, Moreover, BellSouth never explains why competitive entry by other Regional
Bell Operating Companies (who, by definition, have no “strategic” reason for avoiding
local entry) has not occurred.” Nor has BellSouth ever explained why it has never
seriously pursued entry outside its region (but still within the United States). Like the
“dog that did not bark” from the Sherlock Holmes tale, the lessons that can be drawn

from the RBOCs’ decisions to avoid out-of-region entry are that (a) the RBOCs

& Table 8 uses the most current publicly available information filed by GTE. Source: GTE

Response to the FCC’s 5 Survey of Local Competition. Data as of June 30, 1999.
2 Atlanta Journal-Constitution, March 3, 2001, “SBC retreats from Atlanta”, Michael E.
Kanell; Wall Strect Journal, February 28, 2001, “Verizon is Closing OneSource Unit That
Competed With Bell Titans,” Shawn Young.
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understand the moves would be unsuccessful given the state of RBOC compliance, and
(b) that there is no real competitive threat from those CLECs that have tried to establish
national footprints.®® As a result, it is more profitable to “respect” each other’s markets

than compete.’!

Conclusion

33. The existing network represents the cumulative investment of more than 100
years, much of it protected by government regulation. Unless entrants are assured
nondiscriminatory access to this inherited resource, only BellSouth will be in a position
to offer packages that combine local service with other products (such as Internet access
and long distance) broadly across the market. The inevitable result of such an advantage

would be for BellSouth to gain even greater dominance in the future than it enjoys today.

30 The common theory underlying the SBC/Ameritech and Bell Atlantic/GTE mergers was

that a national-local markct was emerging because some CLECs (such as AT&T and MCI) could
theorctically offer service in multiple cities. As explained by SBC (Affidavit of James Kahan,
Federal Communications Commission in CC Docket No. 98-141, 9 13):

... SBC must develop the capability to compete for the business of large national
and global customers both in-region and out-of-region. We cannot remain idle
while our compctitors capture the huge traffic volumes generated by a relatively
small number of larger customers.

The fact that cach RBOC has abandoned its national stratcgy means that the predicate to the
national-local dynamic — i.e., the presence of a meaningful national-local competitor — does not
exist. Whilc several CLECs have established multi-city networks, the RBOCs understand that
none poses a sufficiently serious competitive threat to warrant an RBOC response.

A To put it bluntly, the RBOCs have cssentially become an ILEC-OPEC, more comfortable

with their monopolies than concerned with head-to-hcad competition.
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34.  BellSouth fully understands this unprecedented opportunity. As described by
BellSouth’s CEO Duane Ackerman, BellSouth is in a position to quickly win “in the 25
to 30 percent market share” for long distance, “with a “quick couple of billion” flowing
to the bottom line as profit.’> These predictions are consistent with the actual results
from Texas where SBC gained, in less than a gingle year, 332 market share greater than
that which took MCI and Sprint fogether more than two decades to achieve.*

35.  What is at stake is nothing less than the future of competition for
telecommunications - and not just for local service, but other complementary products
such as long distance and advanced data services as well. If BellSouth maintains its local
monopoly, while obtaining interLATA authority nevertheless, the Commission should
anticipate a reintegration (and thus remonopolization) of the local and long distance
markets, with similar dominance extended to the advanced services market. There is
only one point at which the Commission c¢an avoid such an outcome ~ at the time it
determines that BellSouth “has done enough” to open the local market to competition and

may begin offering long distance service.>

2 See “BellSouth Remains Confident, But Cautious About Growth,” Atlanta Journal and

Constitution, June 3, 2001.
» On March 1, 2001 - less than a year after obtaining in-region long distance authority
from the FCC — SWBT announced that it had obtained more than two million long distance lines
in Texas. Source: SBC Updates Progress in Major Growth Drivers, Reaffirms Target of 11-14
Percent Earnings Per Share Growth in 2001, SBC Press Release (March 1, 2001).

# SBC’s claim of 2 million long distance customers in Texas equates to a market share of
roughly 22.4%. At the end of 1996 (approximately 20 years after MCI first introduced its
Execunet Scrvice), MCI and Sprint together had 21.9% of the market. Source: Long Distance
Market Shares (4" Quarter 1998), Federal Communications Commission, March 1999.

33 Notably, granting BellSouth interLATA authority will increase its market position at the
very same time that the Act’s sole financial incentive to comply with its market opcning
provisions is removed.
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36. This concludes of my affidavit.
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TABLE 1: Total CLEC Penetration in BellSouth’s Alabama Service Territory

Quantity Share
BellSouth Retail Switched Access Lines (Stockdale Aff., Table 2) 1,883,769 88.8%
CLEC Facilities-Based Lines (Stockdale Aff., Ex. ES-12) 138,960 6.6%
CLEC UNE-P Lines (Stockdale Aff., Ex. ES-12) 55,128 2.6%
CLEC Resale Lines (Stockdale Aff., Ex. ES-12) 42,727 2.0%
Total Lines in BellSouth Alabama Service Territory (Stockdale Aff., 2,120,584 100.0%
Table 2)

TABLE 2: Residential Market CLEC Penetration in BellSouth’s Alabama Service Territory

Quantity Share
BellSouth Retail Residential Switched Access Lines (Stockdale Aff. 1,342,327 96.0%
Table 2)
CLEC Residential Facilities-Based Lines (Stockdale Aff Ex ES- | 15,194 1.1%
12)
CLEC Residential UNE-P Lines (Stockdale Aff Ex. ES-12) 4.209 0.3%
CLEC Residential Resale Lines (Stockdale Aff. Ex. E8-12) 36,166 2.6%
Total Residential Lines in BellSouth Alabama Service Territory 1,397,896 100.0%
(Stockdale Aff. Table 2)
TABLE 3: Total CLEC Penetration in BellSouth’s Kentucky Service Territory

Quantity Share

BellSouth Retail Switched Access Lines (Stockdale Aff., Table 5) 1,202 868 92.7%
CLEC Facilities-Based Lines (Stockdale Aff., Ex. ES-15) 41,590 3.2%
CLEC UNE-P Lines (Stockdale Aff, Ex. ES-15) 24,668 1.9%
CLEC Resale Lines (Stockdale Aff., Ex. ES-15) 28,917 2.2%
Total Lines in BellSouth Kentucky Service Territory (Stockdale Aff., 1,298,043 100.0%
Table 5)

TABLE 4: Residential Market CLEC Penetration in BellSouth’s Kentucky Service Territory

Quantity Share
BellSouth Retail Residential Switched Access Lines (Stockdale Aff. | 857,993 96.0%
Table 5)
CLEC Residential Facilities-Based Lines (Stockdale Aff. Ex. ES- 9,087 1.0%
15)
CLEC Residential UNE-P Lines (Stockdale Aff. Ex. ES-15) 4,903 0.5%
CLEC Residential Resale Lines (Stockdale Aff. Ex. ES-15) 22,133 2.5%
Total Residential Lines in BellSouth Kentucky Service Territory 894,110 100.0%

(Stockdalc Aff. Tablc 3)




TABLE 35: Total CLEC Penetration in BellSouth’s Mississippi Service Territory

Quantity Share
BellSouth Retail Switched Access Lines (Stockdale Aff., Table 8) 1,275,823 92.0%
CLEC Facilities-Based Lines (Stockdale Aff., Ex. ES-18) 22,840 1.6%
CLEC UNE-P Lines (Stockdale Aff., Ex. ES-18) 48,345 3.5%
CLEC Resale Lines (Stockdale Aff., Ex. ES-18) 39,003 2.8%
Total Lines in BellSouth Mississippi Service Territory (Stockdale Aff., | 1,386,011 100.0%
Table 8)

TABLE 6: Residential Market CLEC Penetration in BellSouth’s Mississippi Service Territory

Quantity Share
BellSouth Retail Residential Switched Access Lines (Stockdale Aff. | 892314 94.5%
Table 8)
CLEC Residential Facilities-Based Lines (Stockdale Aff. Ex. ES- 250 0.0%
18)
CLEC Residential UNE-P Lines (Stockdale Aff. Ex. ES-18) 22,840 2.4%
CLEC Residential Resale Lines (Stockdale Aff. Ex. ES-18) 29,138 3.1%
Total Residential Lines in BellSouth Mississippi Service Territory. | 944,542 100.0%
(Stockdale Aff. Table 8)
TABLE 7: Total CLEC Penetration in BellSouth’s North Carolina Service Territory

Quantity Share

BellSouth Retail Switched Access Lines (Stockdale Aff., Table 11) 2,428,106 87.1%
CLEC Facilities-Based Lines (Stockdale Aff , Ex. ES-21) 259,624 9.3%
CLEC UNE-P Lines (Stockdale Aff | Ex, ES-21) 49,239 1.8%
CLEC Resale Lines (Stockdale Aff,, Ex. ES-21) 49,385 1.8%
Total Lines in BellSouth North Carolina Service Territory (Stockdale 2,786,354 100.0%
Aff, Table 11)

TABLE 8: Residential Market CLEC Penetration in BellSouth’s North Carolina Service Territory

Quantity Share
BellSouth Retail Residential Switched Access Lines (Stockdale Aff. 1,625,130 96.4%
Table 11) .
CLEC Residential Facilities-Based Lines (Stockdale Aff. Ex. ES- 18,320 1.1%
21)
CLEC Residential UNE-P Lines (Stockdale Aff. Ex. ES-21) 9,245 0.5%
CLEC Residential Resale Lines (Stockdale Aff. Ex. ES-21) 33,474 2.0%
Total Residential Lines in BellSouth North Carolina Service 1,686,169 100.0%

Territory (Stockdale Aff. Table. 11)




TABLE 9: Total CLEC Penetration in BellSouth’s South Carolina Service Territory

Quantity Share
BellSouth Retail Switched Access Lines (Stockdale Aff., Table 14) 1,444,343 89.3%
CLEC Facilities-Based Lines (Stockdale Aff., Ex. ES-24) 91,958 5.7%
CLEC UNE-P Lines (Stockdale Aff., Ex. ES-24) 33,323 2.1%
CLEC Resale Lines (Stockdale Aff., Ex. ES-24) 48,253 3.0%
Total Lines in BellSouth South Carolina Service Territory (Stockdale 1,617,877 100.0%
Aff., Table 14)

TABLE 10: Residential Market CLEC Penetration in BellSouth’s South Carolina Service Territory

Quantity Share
BellSouth Retail Residential Switched Access Lines (Stockdale Aff. 1,017,597 95.4%
Table 14)
CLEC Residential Facilities-Based Lines (Stockdale Aff. Ex ES- 5,823 0.5%
24)
CLEC Residential UNE-P Lines (Stockdale Aff. Ex. ES-24) 2,487 0.2%
CLEC Residential Resale Lines (Stockdale Aff. Ex. ES-24) 40,309 31.8%
Total Residential Lines in BellSouth South Carolina Service .1 1,066,216 100.0%
Territory (Stockdale Aff. Table 14)
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Facilities-Based
Providers
(AL, KY, NC, SC, MS)

Change
in MKkt.

s

Current Financial Situation

Access Integrated
Networks

N/A

Experienced slump in sales in Fall 2001 and Winter 2002, as line
disconnections outnumbered new orders for service.’

Adelphia Business
Solutions

-99.78%

Filed for Chapter 11 bankruptcy in March 2002 (as have several
affiliates including Kentucky, North Carolina, and South Carolina
units) citing deteriorating market for competitive local exchange
carriers, and petitioning bankruptcy court to sell Total Service
Resale in nine southeastern U.S. states to BellSouth;® former
parent could not fulfill committed DIP financing, likely to file for
bankruptcy, lost $1.71 billion in 2001, and being investigated for
questionable dealings between company and Rigas family;’
announced in September 2001 significant capital expenditure
reductions for 2001-2003 and eliminating further investment in
approximately 10 markets.’

AT&T

-51.91%

Posted a 1st Quarter 2002 loss of $975 million (including $240
million impairment charge related in part to faltering investments
in Time Warner Telecom), revenue decline of 11%, expects 2nd
Quarter 2002 revenue to fall 84% and to reduce capital
expenditures by $300 million to $400 million;® announced in
January 2002 plans to record $1 billion 4th Quarter 2001
restructuring charge and expects to eliminate 5,000 employees in
2002, after cutting 8,000 in 2001;’ posted overall loss of $191
million for 2nd Quarter 20018 following net loss of $373 million
for 1st Quarter.”

AT&T Broadband

N/A

Being acquired by Comcast, thou%h value of deal has fallen $20
million due to low stock value;' laid off 4,500 employees in
2001,"" including 1,200 in the 2nd Quarter,'? 130 in July," 233 in
June,'* and 309 in January."

Birch Telecom

N/A

Operating losses of $2 million in 1st Quarter 2002, has laid off
quarter of workforce, drastically curtailed growth plans, and
skipped $8 million interest payment, but still not profitable as
attempts to avoid rumored bankruptcy;'® reported 3rd Quarter
2001 loss of $30.06 million;'” reported 2nd Quarter 2001 EBITDA
loss of $17.6 million;'® withdrew initial public offering in May
2001.

Business Telecom (BTI)

N/A

In 2001, posted EBITDA loss of $32 million as losses widened
from prior year, laid off 270 employees, ratings downgraded
several times by Moody’s and S&P over concerns company would
run out of money and not pay back its bonds, and canceled initial
public offering.*’




Facilities-Based
Providers
(AL, KY, NC, SC, MS)

Change
in MKkt.

3
)

Current Financial Situation

E. Spire Communications

-96.77%

Remains in Chapter 11 bankruptey (filed in March 2001 with
almost $1 billion debt), announced in May 2002 plan to sell
“substantially all” assets—including entire network—as part of
restructuring plan because company continues to lose money from
operations, and laid off 200 employees in March 2002 '

ICG Communications

N/A

Filed for bankruptcy in December 2000, eliminated half of
workforce (including announcement in May 2002 of planned
elimination of 10-15% of workforce);** dropped expansion plans
under bankruptcy protection and reported 1st Quarter 2002 net
loss of $31.3 million, net loss of $112.7 million for 2001, and net
loss of $2.15 billion for 20002

Insight Communications

-50.72%"*

Reported 1st Quarter 2002 net loss of $12.2 million and 4th
Quarter 2002 net loss of $30.8 million.?

Intermedia
Communications

N/A

Cutting 1,000 jobs (25% of workforce) as of October 2001,
acquired by WorldCom on July 1, 2001 %

ITC DeltaCom

-97.37%

Outside auditor doubts company’s ability to continue as going
concern, citing negative cash flow and limited capital access
($723.9 million in debt and working capital deficiency of $215.6
million at 2001 year-end); company expects to post operating
losses through 2003 and no positive cash flow until 2003; net
losses of $211.9 million for 2001 and $70.9 million for 2000;
elimiggted 500 (over 20% of workforce) jobs since January
2001.

KMC Telecom

N/A

SEC investigating accounting and equipment deals with Qwest
which could have substantial consequences (Qwest accounts for
60% of KMC’s sales), cutting hundreds of jobs (plans to eliminate
41% of employees in second-tier cities, which company admits
will hurt sales), credit lines are nearly exhausted (estimates it has
until 2nd Quarter 2003 before funding runs out), and reduced
investment in core cities from $440 million in 1999 to projected
$25 million in 2002;® withdrew its proposed initial public offering
in October 2001.%

Knology

N/A

Reported net loss of $30 million for 1st Quarter 2002, announced
will run out of cash if new funding not secured or reorganize its
debt, and halted all construction plans in Kentucky and
Tennessee;”® posted earnings losses of $701,000 for 2nd Quarter
2001 and $1.7 million for 1st Quarter 2001.*’

Lightyear
Communications

N/A

Filed for Chapter 11 bankruptcy in April 2002 (in effort to stave
off involuntary Chapter 7 bankruptcy petition filed by six creditors




Facilities-Based Change Current Financial Situation
Providers in Mkt.
(AL, KY, NC, SC, MS) Cap.’

seeking to recover $3.9 million in defaulted loans) and laid off 100
employees in Louisville he::ldql.larters,32

NewSouth . N/A Has not yet turned a profit and eliminated 306 jobs (26% of

Communications workforce) in December 2001;** scaled back plans to build
networks, shut down its Raleigh, N.C. network facility, and laid
off 20 engineers in December 2000.**

Nuvox/Trivergent N/A Posted net loss of $177.3 million for 2001 and net loss of $72.7
million for 2000, and has yet to return profit.*’

Teleport Communications N/A Acquired by AT&T in 1998.%

Time Warner Telecom -92.60% | Reported 1st Quarter 2002 loss of $43.1 million and 4th Quarter
2001 loss $32.5 million;*” eliminated 140 jobs (including 70 in
Colorado) in April 2002 and has stopped expanding into new
cities;*® parent AOL Time Warner took $571 million charge for
TWTC in Ist Quarter 2002.%

The Other Phone -1.82%" | Acquired by Talk America, Inc. (formerly know as Talk.com

Company/ Talk America Holding Corp.) in 2000;* revenue for 1st Quarter 2002 fell by $50

Holdings million;* revenue for 4th Quarter 2001 fell by $33 million;*
reported 3rd quarter 2001 loss of $162.3 million and laid off 550
employees (27% of workforce);** lost $72.8 million for first six
months of 2001;* lost $57.6 million in 2000.*¢

WorldCom/MCI Group -94.33%/ | S&P and Moody’s downgraded WorldCom credit rating in June

-89.56% | 2002—downgrading debt to “junk” status——primarily in response

to delay in $5 billion bank facility, fueling investor speculation
regarding possible bankruptcy filing;*” expected to cut $1 billion
from 2002 capital expenditures and eliminate 16,000 jobs (20% of
workforce);*® as of February 2002, MCI Group stock had been
hitting series of 52-week lows following poor 4th Quarter 2001
results;* WorldCom announced in August 2001 cut in capital
spending by $2 billion for 2002;* reported in July 2001 decreased
net income of 85%, earnings decrease of 26%, revenue decrease of
4.6%, and lowered outlook for full year, while MCI GrouSp
reported net loss of $29 million and revenue decrease of 15%;”
laid off 6,300 employees (6-7% of workforce) in February 2001,
361 in March 2001,> and 832 in April 2001,>* and 1,000 across
Europe in October 2001.%°

! The figures in this column represent the percentage below the 52-week high for the respective publicly traded
stocks, as calculated by Morningstar.com at the close of trading on July 24, 2002.




? See Caroline Wilbert, Undergroand on the rebound, managers say, ATLANTA JOURNAL-CONSTITUTION, March 22,
2002, available in 2002 WL 3715489

? See Diane Mermigas, Chap. 11 looms Jor Adelphia: Besieged company may file for relief this week, ELECTRONIC
MEDIA, June 17, 2002, available in 2002 WL 9505598; Adelphia Business Solutions In $15 Million DIP Financing
Pact, Dow JONES (June 21, 2002) <http://news.morningstar.com/news/DJ/M06/D21/1024654262401 html>; Eleven
More Adelphia Business Affiliates File for Ch. 11, Dow JONES (June 19, 2002)

<http://news. morningstar.com/news/DJ/M06/D19/1024494661196.html>; Adelphia Business Seeks Court OK On
Sale to BellSouth, Dow Jones (June 4, 2002)

<http://news. morningstar.com/news/DJ/M06/D04/1023232263064 htmi=>,

* See Jonathan Berke, DIP newcomer aids ABIZ, THE DAILY DEAL, June 22, 2002, available in 2002 WL 2239867
Diane Mermigas, Chap. 11 looms for Adelphia: Besieged company may file for relief this week, ELECTRONIC
MEDIA, June 17, 2002, available in 2002 WL 9505598; LCR Notes: Adelphia CLEC Files Chapter 11, LOCAL
COMPETITION REPORT, April 8, 2002, available in 2002 WL 16916403,

> See Adelphia Business Solutions Announces Significant Capital Spending Reductions, $125 Million Planned Asset
Sales to Adelphia Communications, Its Parent Company, And Revised Financial Guidance, PRNEWSWIRE
(September 5, 2001) <http://mews. momingstar.com/news/PR/M09/D05/99705182963 html>.

% See Deborah Solomon, AT&T Loss Widened in First Period, THE WALL STREET JOURNAL, April 25, 2002,
available in 2002 WL-WSJ 3392833,

T AT&T Fxpects to Take $1 Billion 4”’-Quarter Restructuring Charge, DOW JONEsS (January 4, 2002)
<http://news. morningstar.com/news/PR/M01/D04/101018046264 5 html>.

§ See AT&T Broadband Boosts Financial Numbers, New Services, WARREN'S CABLE REGULATION MONITOR, July
30, 2001, available in 2001 WL 8146764.

? See Andy Pelander, CLEC: Tower of Babel, UPSIDE MAGAZINE, August 1, 2001, available in 2001 WL 2023187,
' See Diane Mermigas, Chap. 11 looms for Adelphia: Besieged company may file for relief this week, ELECTRONIC
MEDIA, June 17, 2002, available in 2002 WL 9505598,

!! See Business: Briefing, DENVER POST, May 31, 2001, available in 2001 WL 6753614,

'2 See In the States, CABLEFAX, May 21, 2001, available in 2001 WL 17517110,

1% See Pink Slips, CABLEFAX, July 2, 2001, available in 7/2/01 CABLEFAX.

' See Employers in State to Cut 800 Jobs, THE HARTFORD COURANT, June 27, 2001, available in 2001 WL
4571288.

' See David McGuire, AT&T Broadband lays off 309 Atlanta employees (January 8, 2001)
<http://www.computeruser.com/news/01/01/08/news3 . html>.

!9 See Suzanne King, Birch Telecom is moving towards profitability, chief executive says, THE KANSAS CITY STAR,
June 5, 2002, available in 2002 WL 19853387, Suzanne King, Birch confronts its creditors, THE Kansas CITY
STAR, January 15, 2002, available in 2002 WL 4532409,

17 See Suzanne King, Birch Telecom posts loss of $30.06 million, THE KANSAs CITY STAR, November 16, 2001,
available in 2002 WL 29467767.

'® See Birch Telecom Reports Operating Results for 2" Quarter 2001, INTERNET WIRE, August 14, 2001, available
in 2001 WL 23402571.

'* See IPO OQutlook: Birch Telecom, THE DAILY DEAL, May 18, 2001, available in 2001 WL 20233550; Suzanne
King, Crossroads; Despite setbacks, Birch Telecom'’s leader sees brighter days ahead, KaNsas CITY STAR, August
7, 2001, available in 2001 WL 25310318; Associated Press, Birch Telecom Lays Off 306 Workers (February 23,
2001) <http://www.siliconvalley.com/docs/hottopics/telecomm/07304 1. htm>.

% See Dan Egbert, BTI appears to have averted disaster, THE NEWS & OBSERVER, May 4, 2002, available in 2002
WL 11716820,

2! See Leon Lazaroff, Telecom restructuring ineffective, THE DAILY DEAL, May 8, 2002, available in 2002 WL
6790137, Sara K. Goo, Job Market Still Slack in Area Counties; For Loudon, Picture Mixed As Tech Companies
Struggle, THE W ASHINGTON POST, May 16, 2002, available in 2002 WL 2079821, Yuki Noguchi, Crisis Firm Hired
fo Sell E.spire Assets, THE WASHINGTON PosT, April 25, 2002, available in 2002 WL 19156248,

22 See Business: Briefing, DENVER PoST, May 16, 2002, available in 2002 WL 6567416, Kris Hudson, /CG stems
losses from 2000 levels, but revenue dips, DENVER POST, April 17, 2002, available in 2002 WL 6565282; Tech
sector continues slide on Wall Street, TULSA WORLD, May 3, 2002, available in 2002 WL 711211.

* See Business: Briefing, DENVER POST, May 16, 2002, available in 2002 WL 6567416; Kris Hudson, ICG stems
losses from 2000 levels, but revenue dips, DENVER POST, April 17, 2002, available in 2002 WL 6565282.




** This figure represents the percentage below the 52-week high for Insight Communications’ publicly traded stock,
as calculated by Morningstar.com at the close of trading on July 25, 2002.

3 See Insight Q1 loss deepens, HOLLYWOOD REPORTER, May 13, 2002, available in 2002 WL 1911462 1; Mavis
Scanlon, New Services Generate Bulk of Insight's Growth, CABLE WORLD, March 11, 2002, available in 2002 WL
9607122.

% See Cherie Jacobs, Tampa, Fla.-Based Intermedia Communications Begins Employee Dismissals, TAMPA
TRIBUNE, September 29, 2001, available in 2001 WL 28742116.

7 See Kathy Brister, Atlanta Tech: Strangling debt may crush firm, ATLANTA JOURNAL-CONSTITUTIONS, April 10,
2002, available in 2002 WL 3717998; Kathy Brister, Georgia Stocks: ITC DeltaCom auditor casts shadow on
company's future, ATLANTA JOURNAL-CONSTITUTION, April 3, 2002, available in 2002 WL 3717136,

* See Jeff May, How a telecom startup sent waves through a battered industry, THE STAR-LEDGER, June 23, 2002,
available in 2002 WL 232583 16.

** See Robyn Kurdek, KMC Telecom Pulls Planned IPO, THE IPO REPORTER, October 8, 2001, available in 2001
WL 8078087.

* See Larissa Brass, Knology cash short, but lines being laid, THE KNOXVILLE NEWS-SENTINEL, May 23, 2002,
available in 2002 WL 10784404; Keith Russell, Knology still wants to build cable network, THE TENNESSEAN-
NASHVILLE, May 22, 2002, available in 2002 WL 19905683.

*! See Tony Adams, Knology Sees Record Customer Growth, Company Connects 15,134 Customers in Second
Quarter, COLUMBUS LEDGER-ENQUIRER, August 3, 2001, available in 2001 WL 27193739,

* See Lightyear Goes Bankrupt, THE DIGEST (April 29, 2002) <http://www.thedigest.com/more/139/139-

2005 html>; Bill Wolfe, Lightyear faces bankruptcy petition, LOUISVILLE COURIER-JOURNAL, April 13, 2002,
available in 2002 WL 15155889. '
% See Rudolph Bell, Positive sign for locally based NewSouth, GREENVILLE NEWS, May 30, 2002, available in 2002
WL 21153660.

3 See Dan Egbert, Cary, N.C.-Based Internet Service Provider Aims to Ride Out Recession, THE NEWS &
OBSERVER, QOctober 12, 2001, available in 2001 WL 28745778.

* See Nuvox Cites Revenue Gains, Increased Net Loss, ST. Louts PosT-DispaTCH, March 27, 2002, available in
2002 WL 2554108; Jerri Stroud, Nuvox Wraps Telecom Service in Bundle of Satisfaction, ST. LOUIS POST-
DispaTcH, December 2, 2001, available in 2001 WL 4497796.

%6 See Jeff May, If you can't beat ‘em, Jjoin 'em—AT&T is discussing merger with some of its Baby Bell offspring,
THE STAR-LEDGER, September 30, 2001, available in 2001 WL 27932811,

*" See Time Warner Telecom Posts Widening 1Q Loss, COMMUNICATIONS TODAY, May 8, 2002, available in 2002
WL 19685490,

*® See Industry News, TELECOMMUNICATIONS TODAY, April 8, 2002, available in 2002 WL 20133580.

* See Diane Mermigas, The cable operator misery index, ELECTRONIC MEDIA, May 13, 2002, available in 2002 WL
9505285,

“° Closed trading at $3.24 on June 24, 2002.

! See Michele Chandler, Merchants Balk; Visa Changes Mind, THE M1AMI HERALD, October 11, 2001, available in
2001 WL 29141343.

*2 See Financial: In Brief, THE WASHINGTON POST, May 8, 2002, available in 2002 WL 20707746.

* See Financial: In Brief, THE WASHINGTON PoST, February 13, 2002, available in 2002 WL 13817231,

*“ See Talk America Posts 3Q Loss, COMMUNICATIONS TODAY, November 8, 2001, available in 2001 WL
29446492; See Financial: In Brief, THE WASHINGTON PosT, May 8, 2002, available in 2002 WL 20707746,

* See Financial: In Brief, THE W ASHINGTON POST, August 9, 2001, available in 2001 WL 23185609.

% See Dan Richman, Another Rival for Qwest, SEATTLE POST-INTELLIGENCER, December 18, 2001, available in
2001 WL 3573025.

47 See WorldCom/Moody’s —2: Ratings Firm Cites Interest Deferral, DOW JONES NEWSWIRES (June 21, 2002)
<<http.//mews.morningstar.com/news/DJ/M06/D21/1024690862660 html>;, WorldCom Down —3: Market Concern
That Co. Might Draw 2006 Line, Dow JONES NEWSWIRES (June 20, 2002)
<http://news.morningstar.com/news/DJ/M06/D20/1024597864846. html>.

*® See WorldCom Doesn't Know When 85 Billion Credit Line Will Be Done, DOW JONES NEWSWIRES (June 14,
2002) <http://news.momingstar com/news/DJ/M06/D14/1024078261742 html>.

* See Shawn Young, Health & Technology: MCI Group Shares Slump Amid Talk of Dividend Cut, THE WALL
STREET JOURNAL, February 13, 2002, available at 2002 WL-WSJ 3385899




%0 See WorldCom s Spending Slowdown is Bad News for Gear Firms, COMMUNICATIONS ToDAY, September 4,
2001, available in 2001 WL 6734123.

* See WorldCom Group's Net Tumbles 85%; Company Reaffirms Lowered Outlook (July 26, 2001)

<http://news. morningstar.com/news/DJ/M07/D26/96155845910.html>.

%2 See Reuters, WorldCom Gives Pink Slips to About 6,000 Workers (Feb. 28, 2001)
<http://quote.fool.com/news/symbolnews.asp?symbols=WCOM&currticker= WCOM&format=decimal&lpp=10&dt
from=1%2F19%2F2001+3%3A13%3 A28+ PM&dtto=4%2F 19%2F2001+3%3 A 1 3%3 A28+PM&sourcetype=1&exc
h=NYSE%2CNASDAQ%2CAMEX%2CMF%2CU%2CUS%2CUSMF. &cdnsortby=Date&sid=5942468&pos=97&a
ction=gg>,

** See Bernard Hodes Group, Labor Force Briefs, MONITOR (April 1, 2001)
<http://www.hrplaza.com/talk/PDFs/Monitor 04 01.pdf>.

3% See Tim Richardson, WorldCom to axe 800 UK jobs, THE REGISTER (May 2, 2001)

<http://www theregister.co.uk/content/22/18578 html=.

** See WorldCom's European cuts will hit Britain hardest, NETWORK NEWS, October 10, 2001, available in 2001
WL 8762912.




