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WILLKIE FARR & GALLAGHER v 787 Seventh Avenue

New York, NY 10019-6099

Tel: 212 728 8000
Fax: 212 728 8111

October 11, 2007

Ms. Marlene H. Dortch

Secretary

Federal Communications Commission
Room TW-325

445 12" Street, S.W.

Washington D.C. 20554

Re: WC Dkt. Nos. 06-125: 05-25

Dear Ms. Dortch:

The purpose of this letter is to explain in more detail the design and content of the enclosed
pricing charts.! These charts demonstrate that ILEC DS-1, DS-3, OCn and Ethernet “discounted” price
cap and Phase Il rates are well in excess of competitors’ rates.

TDM Price Charts

The TDM price charts compare ILEC DS-1 and DS-3 zero mile, five mile and 10 mile rates
that TWTC pays in “zone 17 areas in price cap MSAs and Phase II MSAs under its substantial term
commitments and discount contracts with UNE and competitive wholesaler rates.” To determine the
rate that TWTC pays in price cap and Phase II MSAs, TWTC used the straight average of the prices
that it pays a particular RBOC in all of the states in which it serves customers in that RBOC’s region.
For the Qwest and legacy BellSouth regions, no averaging is necessary, because TWTC pays the same
price in every state in those respective regions for each loop at issue. For example, TWTC pays Qwest
[proprietary begin] [proprietary end] for a five mile DS-1 loop in all of Qwest’s states in Phase II
MSAs where TWTC has a presence. Similarly, the UNE rate for each RBOC for each particular loop

" A similar letter was filed on September 7 in the above-referenced dockets. This letter clarifies certain
points from that letter, goes into additional detail on certain issues and corrects some minor errors.

The charts attached to this ex parte also correct some minor errors in the charts previously filed in
these dockets based primarily on out of date tariffs and other pricing information.

2 TWTC subscribes to various discount special access plans/tariffs from the RBOCs. [proprietary
begin] [proprietary end]
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type was derived by averaging the “zone 1”” UNE rate for that loop length across all of the states in
each RBOC’s region where TWTC has a presence. Both the UNE and special access rates are
comprised of one channel termination charge, and, where applicable, a fixed mileage charge and a
variable interoffice charge. The legacy BellSouth and SBC rates do not take into account the merger
mandated price reductions as these are temporary in nature.

The “competitor” price is a straight average of the wholesale prices that TWTC charges in its
largest markets® along with the prices of four other competitors that have provided wholesale price
quotes to TWTC in a number of markets across the country. Of the five competitors used to calculate
the average, [proprietary begin] [proprietary end].

The average competitor price is somewhat inflated vis-a-vis the ILEC prices for three reasons.
First, unlike the ILEC prices, the TWTC price used as part of the average is the price for the complete
circuit, consisting of the equivalent of two channel terminations and, where applicable, interoffice
mileage. Had the charts instead included the TWTC price of only a single channel termination and
mileage, as was the case with the ILEC rates, the average competitor prices would have been lower.
For example, [proprietary begin] [proprietary end].

Second, the competitor average was calculated using only one year competitor term prices. If
TWTC had included its five year term price (which is a reasonable comparison given that it had to
agree to a [proprietary begin] [proprietary end] term with Verizon to obtain the prices shown), the
average competitor price would have been even lower.

Third, unlike the other RBOCs, legacy BellSouth charges, assuming a five year term, a variable
mileage charge of $97.95 per half mile in price cap areas and $150 Phase II areas for the portion of a
DS3 circuit from the customer location to the CO. See BellSouth FCC No. 1 § 7.5.9 (A)3; § 23.5.2.9
(A)(2). These loop charges were not included at all in the BellSouth’s DS3 TDM charts. These are in
addition to any fixed and variable interoffice mileage charges that may be imposed by BellSouth.

[proprietary begin] [proprietary end]

OCN Price Charts

The OCn price charts compare the one and three year rates in Phase II and price cap MSAs of
legacy SBC, Qwest and legacy BellSouth and the “offer” rates of Verizon to TWTC’s rates for two
fiber OC-3 and OC-12 circuits.* As is the case with TDM rates, the legacy BellSouth and SBC OCn
rates do not take into account any mandated merger price reductions. Simple ILEC term rates are

3 The TWTC price is the median between the “list price” that TWTC offers its wholesale customers in
its largest markets and the “discounted” price that TWTC sales personnel can offer customers in its
largest markets without managerial approval.

* Legacy BellSouth rates: price cap-FCC No. 1 § 7.5.9(a), phase II-FCC No. 1 § 23.5.2. Legacy SBC
rates (for Ameritech): price cap-FCC No. 73 § 40.3(a), phase II- FCC No. 73 § 35.5.2.17. Qwest
rates: price cap FCC No. 1 § 7.14, phase II- FCC No. 1 § 17.2.
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shown because [proprietary begin] [proprietary end]. These standard discounts are the lowest
prices that TWTC sales personnel can offer in its largest markets without managerial approval.

The prices shown are for “CO” to “Premises” circuits (i.e., the price of a circuit from the ILEC
central office to a customer premises). [proprietary begin] [proprietary end] These higher priced
circuits are not included in the price comparison.

The price difference shown understates the difference between the TWTC and RBOC rates for
two reasons. [proprietary begin] [proprietary end] Second, as with its DS3 prices, legacy
BellSouth charges a variable mileage charge for the segment of an OCn circuit from the customer
premises to the nearest Bellsouth CO. The first half mile is free. For each additional half mile, on a
one year term, BellSouth charges $131.75 in price cap MSAs and $190 in Phase Il MSAs. See
BellSouth FCC No. 1 § 7.5.9; § 23.5.2.9 (A)(3). The enclosed pricing charts assume that the segment
of the circuit from the premises to the nearest BellSouth CO is only 1.5 miles long. However, in most
cases, the channel termination segment is longer. Again, these charges are in addition to any fixed or
variable interoffice mileage charges that BellSouth may impose.

ILEC OCn pricing is fairly complex and different rate elements must be combined to provide
different levels of service. TWTC’s OCn prices are much simpler, [proprietary begin] [proprietary
end] To obtain a similar level of service that TWTC provides at wholesale, TWTC would need to
purchase, for example, from Qwest: (1) A “node” or “port” at each end of the circuit, (2) a “remote”
“node” or “port” on one end of the circuit and, (where applicable) (3) a fixed interoffice mileage
charge as well as a variable interoffice mileage charge.

Qwest charges $8885 for a ten mile CO to Premises two fiber OC-3 circuit in Phase Il MSAs
under a one year term. This total consists of (1) two “nodes” for $2700 each, (2) a remote node for
$925, (3) a fixed mileage charge of $1100, (4) a variable mileage charge of $1450 ($145 x 10), and (5)
a $10 “COCC?” charge per circuit. Other ILECs may sell slightly different element configurations to
provide the same level of OCn service.

Verizon’s tariffed OCn (and Ethernet) prices no longer appear to provide a reliable indication
of Verizon’s rates, because Verizon is in the process of detariffing its OCn (and Ethernet) services.
[proprietary begin] [proprietary end]

Ethernet Price Charts

The Ethernet pricing charts compare the one year “discount” prices for TWTC’s and the
RBOCs’ “switched Ethernet” products.” [proprietary begin] [proprietary end] As with TDM and

> Legacy SBC’s switched Ethernet product is marketed as OPT-E-MAN and the rate elements can be
found (for Ameritech) at FCC No. 73 § 43 et seq. Legacy BellSouth’s switched Ethernet product is
marketed as BellSouth Metro Ethernet Service and can be found FCC No. 1 § 7.5.22 et seq. Qwest’s
Switched Ethernet product is marketed as Qwest Metro Optical Ethernet and can be found at FCC No.
1§ 8.8 et seq.
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OCn rates, TWTC’s “discounted” prices are the lowest discount price that TWTC’s sales personnel
can offer without managerial approval.

Switched Ethernet, as sold by the RBOCs and TWTC, generally has separate charges for every
point of ingress and egress into the network. There is generally a charge (or combination of charges)
for each end-user connection. For the sake of simplicity, this is described as a “loop” in the enclosed
charts. There is generally also a separate charge for the network-to-network connection within the
ILEC LSO between the ILEC’s network and the TWTC collocation. In the charts we describe this as
the “cross connect.” When a customer purchases wholesale Ethernet service from the RBOCs, the
customer must purchase a cross-connect facility large enough to accommodate the bandwidth
transmitted by the loops purchased. For example, if an RBOC customer wants to buy two 300 Mbps
loops, the customer must purchase a cross connect facility of at least 600 Mbps capacity.

There is a key difference in the manner in which the RBOCs and TWTC sell switched
Ethernet.’ [proprietary begin] [proprietary end]

Please let us know if you have any questions with regard to this letter.

Respectfully submitted,

/s/  Thomas Jones

Thomas Jones

Jonathan Lechter

Willkie Farr & Gallagher LLP

1875 K Street N.W.

Washington, D.C. 20006
Enclosure

® The RBOC Ethernet price charts previously filed by TWTC in this docket assumed that the RBOCs
only sell 1 Gbps cross-connects. TWTC has subsequently determined that this is not the case.
Accordingly, the enclosed charts use RBOC prices that account for variably sized cross-connects.
Notwithstanding this adjustment, the revised charts still show that RBOC Ethernet prices are far higher
than TWTC’s Ethernet prices.



October 11, 2007

Page 5
REDACTED -- FOR PUBLIC INSPECTION

CHARTS REDACTED IN PUBLIC INSPECTION FILING




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


