DOCKET NO. 10692-U
ORDER

Inre: Generic Proceeding to Establish Long-Term Pricing Policies For Unbundled
Network Elements

BY THE COMMISSION:

The GeorgiaPublic Service Commission ("Commission”) initiated thisdocket to establish long-tam
pricing policies for combinations of Unbundled Network Elements (UNES) and to establish recurring and
nonrecurring rates for particular combinations of UNES.

. INTRODUCTION

A. Background

On December 4, 1996, the Commission issued its Order onthe AT& T Petition for Arbitration. In
that Order, the Commission set interim rates for unbundled network elements (UNES). The Commission
dated in the AT&T Arbitration Order: "The Commission further rules that it shal conduct a generic
proceeding to develop gopropriate long-term pricing policies regarding recombination of unbundled
capabilities” Docket 6801-U, AT&T Arbitration Order, p. 52.

On December 6, 1996, the Commission issued a Procedural and Scheduling Order to consider
cost-based rates in Docket 7061-U, In Re: Review of Cost Studies, Methodologies, and Cost-Based
Rates for Interconnection and Unbundling of BellSouth Telecommunications Services. The Commission
issued itsfind order in that case on December 16, 1997 setting permanent ratesfor sand-adone UNES. In
itsorder, the Commission gated: "The Commission regffirmsitscorollary decison in Docket 6801-U thet it
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shdl conduct ageneric proceeding to devel op long-term pricing policies regarding recombination of UNES.

. Indeed, the Commission notes that this proceeding is not, and was not intended to be the 'Generic
Proceeding' to develop appropriate long-term pricing policies regarding recombination of unbundled
capabilities that was envisoned in the Commission's December 4, 1996 order ruing on Arhitration in
docket 6801-U." Docket 7061-U, UNE Cost Order, pp. 48-49.

Various parties have continued to show an interest in thisissue. For example, on April 10, 1998,
AT&T filed a petition with this Commisson to commence a generic proceeding to establish long-term
pricing policiesfor UNEs. See Docket 9097-U. On January 23, 1999, MCIMetro Access Transmission
Sarvices, LLC, filed acomplaint against Bell South to obtain DS1 Loop- Trangport combinationsat UNE
prices. See Docket 6865-U.

On January 25, 1999, the Supreme Court issueditsdecisonin AT& T Corporaionv. lowaUtilities
Board, 119 S.Ct. 721 (1999). Thismatter had come beforethe Supreme Court onwritsof certiorari from
the decison of the Eighth Circuit Court of Appeds which had vacated portions of the Federa
Communications Commisson’s Firs Report and Order issued on August 8, 1996. Among other
provisons, the Eighth Circuit had vacated FCC Rule 315(b) which prohibited ILECs from separating
elements which are aready combined. The Supreme Court reversed the Eighth Circuit on this issue,
reingating Rule 315(b). The Supreme Court affirmed the ruling of the Eighth Circuit that CLECs can
provide loca service reying solely on the dementsin an incumbent’ s network. The Supreme Court ruled,
however, that the FCC did not adequately consider the “necessary and impair” standard in determining
which network e ementsincumbents must provideto CLECs. Asaresult, the Supreme Court vacated the
FCC'sRule 319.

On September 15, 1999, the Federal Communications Commission (FCC) completed its
reconsderation of Rule 319, adopting its Third Report and Order and Fourth Further Notice of Proposed
Rulemaking (Third Report and Order), Implementation of the Local Competition Provisons of the
Teecommunications Act of 1996, CC Docket No. 96-98. The FCC's written order was released on
November 5, 1999. In this Third Report and Order, the FCC revised, in light of the Supreme Court's
order, thelist of the network e ementsthat IL EC must provide on an unbundled basisand issued anew Rule
319. The FCC ruled that the following € ements must be unbundled: Loops, subloops, network interface
device (NID), crcuit switching, interoffice transmission facilities, agnding and call-rel ated databases, and
operations support systems (OSS). For circuit switching, the FCC ruled that Incumbent LECs must offer
unbundled accessto locd circuit switching, except for switching used to serve business users with four or
more linesin FCC access dendity zone 1 (the densest areas) in the top 50 Metropolitan Statistical Areas
(MSAYS), provided that theincumbent L EC provides non-discriminatory, cost- based accessto the enhanced
extended link (EEL, a combination of an unbundled loop, multiplexing/concentrating equipment, and
dedicated trangport.). The FCC ruled that, pursuant to section 51.315(b) of the FCC' srules, incumbent
LECs are required to provide access to combinations of loop, multiplexing/concentrating equipment and
dedicated transport if they are currently combined. The FCC did not readdresswhether anincumbent LEC
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must combine network elementsthat are not dready combined in the network, becausethat issueis pending
before the Eighth Circuit Court of Appedls. Findly, the FCC sought comment on thelegd and policy bases
for precluding requesting carriersfrom substituting dedi cated trangport for specid accessentrancefacilities.

On November 24, 1999, the FCC issued a Supplemental Order to its Third Report and Order. In
this Supplementd Order, the FCC modified its conclusionin paragraph 486 of the Third Report and Order
to alow incumbent LECs to congtrain the use of combinations of unbundled loops and trangport network
elementsasasubstitutefor specia accessservice. Supplementa Order, 14. 1XCsmay not convert specia
access services to combinations of unbundled loops and transport network elements, whether or not the
I XCs sdf-provide entrance facilities, unlessthe I XC uses the combination "to provide asgnificant amount
of loca exchange service, in addition to exchange access service, to a particular cusomer.” 1d. at 9 5.

B. Statement of Proceeding

On May 18, 1999, the Commission issued its Procedural and Scheduling Order that set forth the
scope of the hearing in this matter. The Scheduling Order stated that the purpose of this proceeding wasto
establish long-term pricing policies for combinations of Unbundled Network Elements (UNES). The
Scheduling Order gtated that the Commission would set recurring and nontrecurring rates for certain
combinations of UNEs. In addition, it stated that the Commission would st pricing policies for
combinationsof UNEsgenerdly. Findly, the Scheduling Order stated that the Commission would consider,
and parties testimony should address, the following issues

1. How should therecurring and nonrecurring chargesfor UNES combinationsbe
determined?

2. Wha arethe gppropriate recurring and nonrecurring chargesfor thefollowing
combingtions:

i. DS Loop - Transport combination
ii. 2-wireanaog loop-port combination

3. What other UNE combinations have CLECs requested from BellSouth and
what are the gppropriate recurring and nonrecurring charges for these
combinations?

The Scheduling Order provided that any party submitting a cost study was required to provide
comprehensive and complete work papersthat fully disclosed and documented the process underlying the
development of each of itseconomic cogts, including the documentation of dl judgments and methods used
to establish every specific assumption employed in each cost study. The Scheduling Order required thet the
work papers clearly and logicdly represent al data used in developing each cost etimate, and be o
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comprehensive as to dlow others initidly unfamiliar with the studies to replicate the methodology and
caculae equivaent or dternative resultsusing equivaent or dternative assumptions. The Scheduling Order
required that the work papers be organized in such amanner asto clearly identify and document all source
data and assumptions, including investment, expense, and demand data assumptions.

BdlSouthand AT& T filed cost sudiesin thisproceeding. Bell South presented recurring and non-
recurring cost studies which used bascaly the same methodology adopted by the Commission in its
December 16, 1997 Order in Docket 7061-U. Mogt, but not dl, of the adjustmentsthat were ordered by
the Commission in Docket 7061-U were incorporated into the new studies. AT& T presented the HAI
Mode 5.1 (HAI or Hatfied) for a limited number of the recurring costs and the AT& T and MCI Non-
Recurring Cost Mode for alimited number of the nontrecurring costs. For those costs, not covered by its
models, AT& T recommended that use BdllSouth's cogt studies with modifications.

In hearings commencing July 13, 1999, the Commission heard testimony fromwitnessesfor AT& T
Communications of the Southern States (AT& T), Inc., Bell South Telecommunications, Inc. (Bell South), the
Competitive Telecommunications Association (Comptel), the United States Department of Defenseand All
Other Federd Executive Agencies (collectively referred to as DOD), Excel Tdecommunications, Inc.
(Excd), Intermedia Communications, Inc. (Intermedia), MCl WorldCom, Inc. (MCI WorldCom), Sprint
Communications Company, L.P. (Sprint), and Qwest Communications (Qwest). After the conclusion of
the hearings, the Commission received closing briefsfrom interested parties. In addition to receiving briefs
from most of the parties sponsoring witnesses, the Commission received briefsfrom the Consumers Utility
Counsd Divison (CUCD), ICG Tedecom Group, Inc. (ICG), and NEXTLINK Georgia, Inc.
(NEXTLINK).

As discussed above, on November 5, 1999, the FCC issued its Third Report and Order. On
December 7, 1999, the Commission issued its Order Setting Briefing Schedule which dlowed any
interested partiesto file briefs addressing the impact of the FCC's Third Report and Order on theissuesin
thiscase. The Commission received Briefsfrom AT& T, BdlSouth, Certain Fecilities-Based CLECs(Foca
Communications Corp. of Georgia, ICG, Intermedia, and NEXTLINK), CUCD, KMC Tdecom, Inc. and
KMC Telecom 11, Inc. (KMC), MCl, and Sprint.

C. Juridiction

Under the Federd Telecommunications Act of 1996 (Federa Act), State Commissions are
authorized to set rates and pricing policies for interconnection and access to unbundled dements. In
addition to its jurisdiction of this matter pursuant to Sections 251 and 252 of the Federal Act, the
Commission aso hasgenera authority and jurisdiction over the subject matter of this proceeding, conferred
upon the Commisson by Georgia's Tdecommunications and Competition Development Act of 1995

Docket No. 10692-U
Page 4 of 23



(GeorgiaAct), O.C.G.A. 8846-5-160 et seq., and generadly O.C.G.A. 8846-1-1 et seq., 46-2-20,46-2-
21, and 46-2-23.

. FINDINGS AND CONCLUSIONS

A. UNE Combinations Generally

Before determining the actud rates for any combinations of unbundled network eements, the
Commisson must address certain underlying issues. In particular, the Commisson must determine the
scope of BdllSouth's obligation to provide combinations of UNESsand the applicable pricing standards that
apply to combinations of UNEs.

1. Rule 319/ Necessary and Impair Standard

In January 1999, the Supreme Court ruled that the FCC did not adequately consider the* necessary
andimpair” standard in determining which network dementsincumbent LECsmust provideto CLECs. As
aresult, the Supreme Court vacated the FCC's Rule 319. In the hearings held before this Commission,
BdlSouth argued that this Commission should consder the necessary and impair standard in making its
determination. Since the hearing was held, the FCC has completed its reconsideration of Rule 319 and
specified a nationd list of UNEs that ILECs must provide: Loops, subloops, network interface device
(NID), dircuit switching', interoffice transmission fadilities signding and call-related databases, and
operations support systems (OSS).

For UNEson the nationd lig, thereis no need for this Commission to consider the necessary and
impair standard since the FCC dready made that determination. Indeed, the FCC stated that the goal's of
the Act would better be served if network €lements are not removed from the nationd list on a state-by-
date basis, at thistime. The FCC order did recognize that state commissons are authorized to require
incumbent LECs to unbundle additiond eements as long as the obligations are consgtent with the
requirementsof section 251. Accordingly, this Commissionwould apply the necessary and impair sandard
to the extent it condgdered a request to expand the unbundling requirements under the Federd Act. Since
this Commisson is not expanding the nationd list in this order, there is no need for this Commission to
undertake such an analyss. Some CLECs have requested that the Commission define the enhanced

! For circuit switching, the FCC ruled that Incumbent LECs must offer unbundled access to local circuit switching,
except for switching used to serve business users with four or more linesin FCC access density zone 1 in the top 50
Metropolitan Statistical Areas (MSAS), provided that the incumbent LEC provides non-discriminatory, cost-based
access to the enhanced extended link.
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extended link (EEL) asaUNE. Joint Supplementa Brief of Certain Facilities-Based CLECs, p. 7. The
EEL is a UNE combinaion conssting of a loop, trangport and a cross-connect. Like the FCC, the
Commission declines to define the EEL itsdf asa UNE. Third Report and Order, §478. However, as
discussed below, CLECs can obtain a UNE rates combinations of UNESs that BellSouth ordinarily
combinesin its network.

2. Applicahility of FCC Rules to Pricing UNE Combinations

InitsFirst Report and Order, the FCC had required that pricesfor unbundled network € ementsbe
developed using the TELRIC methodology. The Eighth Circuit had vacated the FCC' spricing ruleson the
grounds that pricing was outsde of the FCC' sjurisdiction and was reserved for the states. The Supreme
Court overturned the Eighth Circuit on this issue, ruling that the FCC had jurisdiction to design a pricing
methodology that the States must use. Since it had determined that the FCC lacked the jurisdiction to
require a particular pricing methodology, the Eighth Circuit never reached the issue of whether TELRIC
complieswith the Act. The Supreme Court remanded this issue back to the Eighth Circuit. The FCC's
pricing rules have been reingated by the Supreme Court and are currently in effect pending the Eighth
Circuit's review of TELRIC.?

BdlSouth had argued in this proceeding that while "the FCC was very specific to establish
pricing rules for the provison of individua UNEs. The FCC did not establish pricing rulesto govern the
provison of currently combined UNES" (Pre-filed Direct Testimony of Varner, p. 24). The
Commisson disagrees.

The FCC's pricing rules provide:
Rule 51.501 Scope.

(& Therulesin this subpart gpply to the pricing of network eements,
interconnection, and methods of obtaining access to unbundled network
elements, including physica collocation and virtud collocation.

(b) Asused in this subpart, the term "element” includes network eements,
interconnection, and methods of obtaining access to unbundled ements.

Rule 51.503 Genera Pricing Standard.

2 Asdiscussed below, the portion of the pricing rules which requires geographic deaveraging has been stayed by
the FCC.
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(& Anincumbent LEC shall offer ements to requesting carriers a rates terms
and conditions that are just, reasonable and nondiscriminatory.

(b) Anincumbent LEC's rates for each dement it offers. . . shdl be
edtablished, at the eection of the state commisson
@ pursuant to the forward-1ooking economic cost-based pricing

methodology set forth in §851.505 and 51.511 of this part; or
2 conggtent with the proxy cellings and ranges set forth in 851.513 of
this part.

(c) Theratestha an incumbent LEC assesses for ements shdl not vary on the
basis of the class of customers served by the requesting carrier, or on the
type of service that the requesting carrier purchasing such dements uses
them to provide.

The rules clearly apply to the pricing of dl network eements. Nowherein the rules doesthe
FCC imply that they apply only to network elementsthat are physicaly separated from other network
elements. Therulesdo refer to "unbundled” dements; however, the Supreme Court specifically rejected
BdlSouth's argument that the term unbundled means physicdly separated:

Nor are we persuaded by the incumbents insistence that the phrase "on an unbundled
basis' in §251(c)(3) means "physcaly separated.” The dictionary definition of
"unbundled” (and the only definition given, we might add) matches the FCC's
interpretation of the word: "to give separate prices for equipment and supporting
sarvices" Webgter's Ninth New Collegiate Dictionary 1283 (1985).

lowa Board, (Emphasis added).

Inits Third Report and Order, the FCC madeit clear that it considered itspricing rulesfor UNEsto
be applicable to combinations of UNEs. Third Report and Order 11480 and 486. Based on the FCC's
gatementsinits Third Report and Order, Bell South has stated that "[w] hile the merits of the FCC'spricing
rules are currently on gpped, Bell South will provide currently combined network elements at cost-based
rates in accordance with the FCC's TELRIC pricing rules.” BellSouth's Brief on the Impact of the FCC's
Third Report and Order, p. 8.

The Commission finds that the FCC pricing rules do apply to combinations of network e ements.

3. Reasonable Profit

The cost modd that Bell South presented in this proceeding includesthe return on equity which this
Commission adopted in Docket 7061-U. Thus, the costs that the modd generates includes as profit a
reasonable return on Bell South'sinvestment. [n additionto the costs plusprofit generated by itscost modd,
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however, BelSouth has argued that its rates should include an additiond sum, which it refers to as a
"reasonable profit.” BelSouth arguesthat the "reasonable profit” for a2-wire ana og loop- port combinaion
should be an additiona recurring charge of $9.19. For a 4wire DSL loop-trangport combination,
BelSouth arguesthat it should be an additiona $78.25. While Bell South's cost models generate costs for
other combinations, it has not recommended arate or an amount of "reasonable profit”" for them.

In Docket 7061-U, the Commission addressed the issue of the meaning of the term "reasonable
profit* asitisused in 47 U.S.C. 8 252(d)(1)(B). The Commission stated:

The Commission does not accept Bell South's assertion that the™reasonable profit” referred
toin 47 U.S.C. § 252(d)(1)(B) means a profit over and above the cost including cost of
capitd. ... [T]he Commission notesthat BellSouth's interpretation would run counter to
established pricing principlesthat the reasonable profit isincorporated within the concept of
cost of capital.

Order in Docket 7061-U, p. 24. The Commission hereby reaffirmsits finding in Docket 7061-U.

BellSouth argued that the best way to provide for areasonable profit isto set the price of currently
combined UNEsat theresderate. BST'sBrief, p. 24. Whilethis Commission previoudy ruled that UNE
combinationsthat replicate aretail service should bepriced asresde, inlight of the court decisonsregecting
BdlSouth's arguments that UNE combinations are, or should betrested as, resde, thisposition isno longer
tenable. The Eighth Circuit rgected the ILEC argument that when a CLEC uses only leased network
elements to provide a service that the wholesae rate should apply. Instead, the Eighth Circuit affirmed the
FCC's"dl dements’ rule, ruling that even when a CLEC used only |leased elementsto provide service, the
elements would be priced at the cost-based rates, not thewholesalerate. 120 F.3d at 814. The Supreme
Court affirmed the Eighth Circuit'sholding onthe"dl dements’ rule. The Supreme Court went even further.
When it reingtated Rule 315(b), the Court explicitly recognized that thisrulewould allow CLECstoleasea
complete, preassembled network at cost-based rates (assuming thelist of dementsunder Rule 319 wasnot
changed). Asthe Court stated:

Rule 315(b) forbids an incumbent to separate already-combined

network elements before leasing them to a competitor. Asthey did inthe
Court of Appedls, the incumbents object to the effect of this rule when

it is combined with others before us today. TELRIC alows an entrant to
lease network elements based on forward-looking costs, Rule 319 subjects
virtudly al network dements to the unbundling requirement, and the
all-dlements rule dlows requesting carriers to rely only on the

incumbent's network in providing service. When Rule 315(b) is added to
these, a competitor can |lease a complete, preassembled network at
(allegedly very low) codt-based rates.
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The incumbents argue that this result is totaly inconsstent with

the 1996 Act. They say that it not only eviscerates the digtinction
between resale and unbundled access, but that it aso amounts to
Government-sanctioned regulatory arbitrage. Currently, Sate laws
require loca phone ratesto include a"universa service' subsidy.
Business customers, for whom the cost of serviceisreatively low, are
charged sgnificantly above cost to subsdize service to rura and
resdentia customers, for whom the cost of serviceis rddively high.
Because this universa-service subsdy is built into retall rates, itis
passed on to carriers who enter the market through the resde provision.
Carriers who purchase network eements at cost, however, avoid the
subsidy dtogether and can lure business customers away from incumbents
by offering rates closer to cogt. This, of course, would leave the
incumbents holding the bag for universal service.

Aswasthe case for the dll-elements rule, our remand of Rule 319

may render the incumbents concern on this score academic. Moreover,
8254 requires that universa-service subsidies be phased out, so
whatever possibility of arbitrage remains will be only temporary. In any
event, we cannot say that Rule 315(b) unreasonably interprets the
Satute.

lowa Board, (Emphasis added).

While BellSouth proposed severd other dternative theories which it claimed could be used to
caculate its proposed "reasonable profit" of $9.19, no such cdculation appearsin the record. BellSouth
merely makes aconclusory statement asto what itsreasonable profit should be without any showing of how
it arrived a the number. Inaddition, asdiscussed intheprior section, the FCC's UNE pricing rulesgpply to
UNE combinations. BellSouth's "reasonable profit” proposasare contrary to FCC rulesthat prohibit the
consderation of certain factors when setting rates:

8 51.505(d) Factors that may not be consdered. The following factors shdl not be

consdered in a caculation of the forward-1ooking economic cost of an dement:

(1) Embedded costs. Embedded costs are the costs that the incumbent LEC incurred in
the past and that are recorded in the incumbent LEC's book of accounts.

(2) Reail cogs. Retall cogts include the costs of marketing, billing, collection, and other
costs associated with offering retail telecommunications services to subscribers who
are not telecommunications carriers, described in 8 51.609 of this part.
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(3) Opportunity costs. Opportunity costsinclude revenuesthat theincumbent LEC would
have received for the sde of tdecommunications services, in the absence of
competition from telecommunications carrier that purchase dements.

(4) Revenues to subsidize other services. Revenuesto subsidize other services include
revenues associated with elements or telecormmunications service offerings other than
the eement for which arate is being established.

Based on the above, the Commission regjects BellSouth's so-called reasonable profit adjustment.

4. Currently Combines

FCC Rule 315 addressed combinations of unbundled network elements. Rule 315(b) provides:

Except upon request, an incumbent LEC shdl not separate requested network elements that the
incumbent currently combines.

Emphasis added. BdlSouth has interpreted the term "currently combines’ as "currertly combined.”

BdlSouth definestheterm to mean those d ements "that are physicaly in acombined sate asof thetimethe
CLEC requests them and which can be converted to UNES on a 'switch asis or 'switch with changes
bass. ... Currently combined elements only include loops, ports, trangport or other elements that are
currently ingtalled for the existing customer that the CLEC wishesto serve.” Bell South's Posthearing Brief,
p. 9. The CLECs have interpreted the term to mean elements that are typicaly combined in the ILECs
network, even if the particular eements being ordered are not actualy combined at the time the order is
placed.

When the Supreme Court reingtated Rule 315(b), it stated its understanding of the intent of the
rule

The redlity is that 8251(c)(3) is ambiguous on whether leased

network elements may or must be separated, and the rule the Commission
has prescribed is entirdly rationd, finding its basisin §251(c)(3)'s
nondiscrimination requirement. As the Commission explans, it isamed

a preventing incumbent LECs from "disconnect[ing] previoudy connected
elements, over the objection of the requesting carrier, not for any
productive reason, but just to impose wasteful reconnection costs on new
entrants.” Reply Brief for Federa Petitioners 23. Itistrue that Rule
315(b) could allow entrants access to an entire preassembled network. In
the absence of Rule 315(b), however, incumbents could impose wasteful
costs on even those carriers who requested | ess than the whole network.

It iswell within the bounds of the reasonable for the Commission to opt
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in favor of ensuring againgt an anticompetitive practice.
lowa Board.

It appears clear that the Supreme Court believed that at least one mgor purpose of Rule 315(b)
was to prevent the incumbent from ripping gpart eements which were aready connected to each other.
The Commission agreesthat at the very least, Rule 315(b) requires Bell South to provide combinations of
elementsthat are dready physically connected to each other regardiess of whether they are currently being
used to serveaparticular cusomer. The Supreme Court, however, did not statethat it wasreingating Rule
315(b) only to the extent it prohibited incumbentsfrom ripping apart e ements currently physically comected
to each other. It reingtated Rule 315(b) in its entirety, and it did so based on its interpretation of the
nondiscrimination language of Section 251(c)(3). See Third Report and Order, 111481 and 482.

Indeed, the Ninth Circuit Court of Appeds has recently ruled that it "necessarily follows from
AT&T that requiring [the ILEC] to combine unbundled network eements is not inconsstent with the
Act . . . the Act does not say or imply that network elements may only be leased in discrete parts.”
U.S. West Communications v. MFS Intdlenet, Inc, 1999 WL 799082, *7 (9" Cir. Oct. 9, 1999). In
response to U.S. West's argument that the Eighth Circuit's invalidation of FCC Rules 315(c)-(f)
required the Ninth Circuit to conclude that a state commission's order requiring an ILEC to provide
combinations violates the Act, the Ninth Circuit stated:

The Supreme Court opinion . . . undermined the Eighth Circuit's rationae for invalidating
this regulaion. Although the Supreme Court did not directly review the Eighth Circuit's
invalidation of § 51.315(c)-(f), itsinterpretation of 47 U.S.C. § 251(c)(3) demonstrates
that the Eighth Circuit erred when it concluded thet the regulation was inconsistent with
the Act. We must follow the Supreme Court's reading of the Act despite the Eighth
Circuit's prior invaidation of the neerly identical FCC regulation.

Rule 315(b), by its own terms, gpplies to eements that the incumbent "currently combines” not
merely elementswhich are"currently combined." Inthe FCC'sFirst Report and Order, the FCC stated that
the proper reading of "currently combines’ is"ordinarily combined within their network, in the manner which
they are typically combined." First Report and Order, 296. In its Third Report and Order, the FCC
stated that it was declining to address this argument at this time because the matter is currently pending
before the Eighth Circuit. Third Report and Order, 14792 Accordingly, the only FCC interpretation of

3 While the FCC declined to address this argument again in its Third Report and Order, significantly the FCC did not
disavow the position it took in the First Report and Order. Bell South argues that "the FCC made clear that ‘currently
combined' elements are those elements physically combined as of the time the CLEC requests them and which can be
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"currently combines' remainstheliteral one contained in the First Report and Order. The Commissonfinds
that " currently combines’ meansordinarily combined within the Bl South network, inthe manner which they
aretypically combined.* Thus, CLECs can order combinationsof typically combined eements, eveniif the
particular eements being ordered are not actudly physicaly connected at the time the order is placed.
However, in the event that the Eighth Circuit Court of Appeds determines that ILECs have no legd
obligation to combine UNEs under the Federd Act, the Commission will reevauate its decison on this
issue. TheCommisson further findsthat the particular loop/port and loop/trangport combinationsat issuein
this case are ordinarily combined in BellSouth's network.

Based on the FCC's Third Report and Order, even if thisCommission wereto limit the definition of
"currently combines' to the more regtrictive " currently combined" interpretation, CLECswould still be able
to obtain and use the same UNE combinations. The process of obtaining them would be more
cumbersome, however, and would serve no purpose except to complicate the ordering process and impede
competition. According to the FCC, CLECs can purchase services such as specia accessand resdeeven
when the network dements supporting the underlying service are not physically connected a the timethe
sarviceisordered. At the point when the CLEC begins to receive such service, the underlying network
elements are necessarily physicaly connected. The CLECs can then obtain such currently combined
network elements as UNE combinations at UNE prices. Third Report and Order, 1 480, 486. The
Commission finds that even assuming arguendo that "currently combines' means "currently combined,”
rather than go through the circuitous process of requiring the CLEC to submit two orders (e.g., one for
specid access followed by another to convert the specid access to UNES) to receive the UNE
combination, the process should be streamlined to allows CLECs to place only one order for the UNE
combingtion.

5. BdlSouth's Proposed Restrictions

BdlSouth had proposed in its tesimony in this matter numerous restrictions on the use of UNE
combinations. These proposed redtrictions included:

- Combinations would be available for only two years, beginning only after Bl South
obtains Section 271 approvd;

- Customers must be in service for Sx months before they may be served through a UNE

converted to UNEson a'switch asis or 'switch with changes basis." Bell South's Brief on Impact of Third Report and
Order, p. 5. The FCC, however, was not stating that Rule 51-315(b) is limited only to currently combined elements.
Instead, the FCC was stating that since, at the least, Rule 51-315(b) includes currently combined elements, and since
when a CLEC purchases special access the elements are currently combined, that even under the more restrictive
"currently combined” interpretation, CLECs would be able to convert special access to |loop-transport combinations
at UNE rates. Third Report and Order 480.

4 BellSouth's argument that the cost studiesit presented in this matter are based on its definition of "currently
combined"” is discussed below in Section 11.B.4, below.
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combination;

- Combinations would only be available in the areas defined by BellSouth rate groups 2
and 5;

- Loop/Trangport combinations must terminate on a CLEC circuit-switched, loca voice
switch;

- Loop/Trangport combinations can only be used to provide locd voice switched service.

- Loop/Transport combinations cannot be used by the entrant to provide specia access
sarvice; and,

Bd|South'sjudtification for proposing these restrictionswasthat they were necessary to create "the
gppropriate economic incentives." BdlSouth's Posthearing Brief, p. 27. BdlSouth dso stated that the
redrictions were necessary "to ensure that the use of combinaions does not difle the growth of
competition.” Id. at 31.

As previoudy discussed, BellSouth is required by the Federal Act and the FCC's rulesto alow
CLECsto purchase combinations of UNESs. Further, the nondiscriminatory provisonsof the Federd Act
and the FCC's rules are applicable to such combinations. With a limited exception discussed below,
BellSouth's proposed redtrictions would violate the Federal Act and the FCC'srules.

Section 251(c)(3) of the Act establishes.

The duty to provide, to any requesting telecommunications carrier for the provison of
telecommuni cations service, nondiscriminatory access to network elements.

Emphasis Added. More specificaly, FCC Rule 51.309(a) provides.

Anincumbent LEC shdl not impaose limitations, restrictions or requirements on requestsfor,
or the use of unbundled network eements that would impair the ability of a requesting
telecommunications carrier to offer a telecommunications service in the manner the
requesting telecommunications carrier intends.

Emphasisadded. Accordingly, except as discussed bel ow, the Commission rejects Bell South's proposed
restrictions on the use of UNE combinations.

Oneof BellSouth's proposed restrictionswas that Loop/Transport combinations cannot be used by
the entrant to provide specid access service. On November 24, 1999, the FCC issued a Supplemental
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Order to its Third Report and Order. In this Supplementa Order, the FCC modified its conclusion in

paragraph 486 of the Third Report and Order to now alow incumbent LECs to condrain the use of

combinations of unbundled loops and transport network e ements as asubstitute for special accessservice.
Supplementa Order, 4. IXCs may not convert special access services to combinations of unbundled
loops and trangport network eements, whether or not the I XCs sdlf- provide entrance facilities, unlessthe
IXC usesthe combination "to provide asignificant amount of local exchange service, in addition to exchange
access service, to aparticular customer.” Id. at 5. Accordingly, the Commisson findsthat in order for a
CLECsto use aloop/transport combination to provide specia access service, the CLEC must provide a
ggnificant amount of loca exchange service over thecombination. Such CLECsmust " sdf- certify thet they
are providing a sgnificant amount of local exchange service over combinations of unbundled loops and

transport network elements’ in order to convert specia accessfacilitiesto UNE pricing. 1d. a footnote 9.

The FCC did not find it to be necessary for ILECs and requesting carriersto undertake auditing processes
to monitor whether requesting carriersare usng UNEs solely to provide exchange accessservice. 1d. The
Commission finds that BellSouth shdl not make auditing a precondition to converting specid access to
UNEs thusthe converson of facilitieswill not beddayed. The Commissonfinds, however, that BellSouth

shall bedlowed to audit CLEC recordsin order to verify the type of traffic being transmitted over EELs. If,

based on itsaudits, Bell South concludesthat a CLEC isnot providing asignificant amount of loca exchange
traffic over the fadilities, BdlSouth may file a complaint with this Commission.

6. Commercid Agreaments

BdlSouth has stated thet it iswilling to make certain UNE combinations availableto CLECsthrough
"Commercid Agreements” BdlSouth clams that these commercid agreements are not subject to
Commission review or gpprova. Asexplained in the prior sections, BellSouth has an obligation under the
Act to provide dements that it currently combines to CLECs a cost-based rates. A review of the
Commercid Agreementsfiled with the Commission in this matter indicates that the combinations provided
under the Commercid Agreementsinclude combinationsof eementsthat Bell South currently combines. In
addition, the combinations provided under the Commercid Agreements include combinations thet are
analogous to services that could be purchased at resdle rates or under an exiding tariff.

All interconnection agreements must be submitted to the Commission for gpprova. Section
252(e)(1). For negotiated agreements, the primary purpose of this requirement is so that the Commission
can insure that the agreement does not " discriminate againgt atelecommunications carrier not aparty to the
agreement” and to insure that "implementation of the agreement [is consstent] with the public interest.”
Section 252(e)(2)(a)(i) and (ii). Obvioudy, the Commisson cannot fulfill its obligationsif it cannot even
look at the agreements.® Accordingly, the Commission finds that Bell South's commercia agreements are
subject to Commission review and approval.

5 Certainly, Bell South cannot seriously suggest that the Commission simply ignore allegations that BellSouth is
giving more favorable rates to CLECs that agree not to invest in facilities in Georgiathan to those that do invest in
Georgia. Thisisparticularly the case where, for al practical purposes, BellSouth is simply selling a UNE combination
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B. Cost Study M ethodology and M ajor Assumptions

Both BelSouthand AT& T filed cost studiesin thisproceeding. BellSouth presented recurring and
non-recurring cost studies which used basically the same methodology adopted by the Commisson in its
December 16, 1997 Order in Docket 7061-U. Mog, but not dl, of the adjustmentsthat were ordered by
the Commission in Docket 7061-U were incorporated into the new studies. AT& T presented the HAI
Modéd 5.1 for alimited number of therecurring costsand the AT& T and MCI Non-Recurring Cost Moddl
for a limited number of the non-recurring costs. For those costs not covered by its models, AT& T
recommended that use Bell South's cost studies with modifications. Other parties to this proceeding have
recommended that the Commission make various adjustments to the proffered models.

1. Openness and Documentation

The Scheduling Order provided that any party submitting a cost study was required to provide
comprehensive and complete work papersthat fully disclosed and documented the process underlying the
development of each of itseconomic cogts, including the documentation of dl judgmentsand methods used
to establish every specific assumption employed in each cost study. The Scheduling Order required thet the
work papers clearly and logicaly represent dl data used in developing each cost etimate, and be so
comprehensive as to dlow others initidly unfamiliar with the studies to replicate the methodology and
cdculate equivaent or dternative results using equivaent or dternative assumptions. The Scheduling Order
required that the work papers be organized in such amanner asto clearly identify and document al source
data and assumptions, including investment, expense, and demand data assumptions.

BelSouth contendsthat AT& T hasfailed to support the basic underpinnings of the HAI Modd ad
hasfailed to submit the documentation required by the Scheduling Order. BellSouth's Posthearing Brief, pp.
40- 42.

PNR and Associates (PNR) generated datafor AT& T that was used to create inputsto the HAI
cost proxy model for AT&T. In essence, when customers cannot belocated by amailing address(e.g., a
customer has arurd P.O. Box), PNR uses mathematica processes to place the customers in surrogate
locations. Thecustomersare grouped into "clusters.™ Thisgrouping processisconsidered by PNR to bea
proprietary process. The clustersarethen reconfigured to "serving aress." Thisprocessisalso consdered
to be proprietary.

at arate other than the cost-based rate or is providing aresal e discount other than the avoided cost discount set by
the Commission.
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These processes are rdevant to the Hatfield modd because Hatfield buildsits hypothetica network
to these "serving areas™ Sinceloop length isamgor cost driver, the distribution of customers can greetly
affect the costs generate by amodel. Bell South sought accessto the PNR processes and datato determine
whether the modd designs these serving aress in a way that reflects the way customers are actualy
digtributed and, if it does not, whether this results in an understatement of the costs. As BellSouth has
dtated, however, "AT& T has not produced asingle document, study, or report that in any way vaidates or
verifies the geocoding and clustering work performed by PNR for purposes of Hatfield verson 5.1, even
though AT& T was specificaly requested to do so by BdllSouth.” BellSouth's Posthearing Brief, pp. 40-41.

AT&T, not BdlSouth, must carry the burden of proof in regardsto the HAI modd. ItisAT&T's
respongbility to demondrate to this Commission that its model produces costs in a well-reasoned way
based on datashown to bereliable. See Docket 5825-U, January 20, 2000 Order. Asthe Commission's
Order in Docket 7061- U demonstrated, when adopting acost mode, the Commission must weigh various
competing factors, including, but not limited to, openness. Order in Docket No. 7061, p. 16. The
Commissonfindsthat AT& T has not adequately supported thebasc underpinningsof theHatfiedd Modd in
this proceeding. The Commission finds that while some of the principles used in congtructing the Hatfield
modd are ussful to congder in evauating and in making adjustments to BdllSouth's modd, the Hetfield
mode itsdlf has not been demondtrated to be a reliable method for computing the cost-based rates.

2. Conformancewith TELRIC

CLECs have dleged that because the BellSouth models are premised on an assumption of the
exiding network configuration, while the FCC's pricing rulesrequire the use of a"scorched node' network
configuration, that the Commission should not usethe Bell South moddls. The Commisson'soptionsinthis
matter are limited to accepting or adjusting the competing models presented to it. Asdiscussed inthe prior
section, from the standpoint of documentation in the record, AT& T's network configuration is essentialy
pulled out of thinair. In contrast, BellSouth's network configuration has verifiable underpinnings that have
an objective basis. The Commission has previoudy approved the use of thismodd and hasfound it to be
reliable, consstent, and accurate in computing forward-looking costs. The Commisson findsthat the costs
generated by the BellSouth models, with the proper modifications and inputs, best reflect the forward-
looking costs of UNE Combinations.

In addition, because HAl Model 5.1 and the AT& T and MCI Non-Recurring Cost Modd only
produce cogts for a limited number of UNES, even if the Commission were to approve the use of such
modeds, the Commisson would sill have to use the BellSouth models for the remaining dements. Even
without the openness problem discussed above, the Commisson would not be inclined to use two
completely different sets of methodologies to compute the costs of different UNE.

Most importantly, however, after reviewing the costs generated by the various modds using
different setsof inputs, the Commission isof the opinion that the decisons mogt effecting the costs generated
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are the inputs and adjustments used, rather than the choice of the basc modd itsdf. As AT&T
demongtrated, when BellSouth's recurring cost model is modified to include AT& T's proposed inputs, the
cost generated for a 2-wire analog loop/port UNE combination, $11.94, is virtudly identicd to the HAI
cost of $11.75. AT& T'sPost hearing Brief, p. 19. Regardless of which model the Commission sdlected,
the Commission would need to adjust the modd and modify theinputs. The Commission has sdected to use
the Bell South modd and has made adjustmentswhich reduce the costs generated by that model. However,
even if the Commission were to choose the HAI modd, it could not do so without modifications® It
appearsthat, after dl the necessary adjustments were made, the costs ultimately produced by either model
to would be very smilar.

3. Geographic Deaveraging

Some partiesin this proceeding have recommended that the Commission geographicaly deaverage
UNE rates. See DOD Brief, pp. 8-10. In Docket No. 7061-U, the Commisson found that it should not
implement geographica deaveraging until it addressed universd service. At the time the Order in Docket
7061-U wasissued, Rule 51.507, which required geographic deaveraging, had been stayed by the Eighth
Circuit. While the Supreme Court'slowa decision resulted in reingtating the FCC's pricing rules, the FCC
itself subsequently stayed Rule 507. Since Rule 507 isstayed until thisspring, the Commission currently has
no obligation to set deaveraged UNE rates. The Commission intends to deaverage UNE rates at the
appropriate time.

4. Nonrecurring Costs

Nonrecurring costs are one-time charges associated with UNES. For example, costs associated
primarily with the ordering and provisioning of UNEs are reflected as nonrecurring charges for such
elements. In Docket 7061-U, the Commission approved the use of Bell South's non-recurring cost model,
subject to certain modifications. The Commisson finds that the non-recurring costs generated by the
BelSouth models best reflect the gppropriate cost-based non-recurring charges. The key assumptions
underlying the AT& T nonrecurring modd are flawed; thus, the costs generated by that model are suspect.
For example, themodel assumesthat Bell South's current OSS can be transformed to permit afalout rate of
only 2 percent, even though BellSouth has not achieved that kind of flowthrough for its own orders.
Further, it assumes that not asingle CLEC order will require manua handling by BdllSouth dueto CLEC
error. Findly, it isnot consstent with the HAI model. Post-hearing Brief of BellSouth, pp. 42-45.

BdlSouth has gtated thet its cost studies presented in this matter are based on its definition of
"currently combined.” Direct Testimony of Mr. Varner, p, 10; Direct Testimony of Ms. Cadwell, pp. 8,
and 12-14. MCl WorldCom argued that the results of the Bell South cost studies are not a result of the

6 For example, while the Commission finds that the Bell South model does not use enough IDLC, the HAI model's use
of 100% GR-303 IDLC is also inappropriate.
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gpplication of Bell South's definition of currently combined; instead, they arethe result of no longer assuming
that dementsmust be physicaly separated and recombined in acollocation space. See Rebutta Testimony
of Mr. Wood, pp. 15-17. The Commission findsthat Bell South's recurring cost modd s are not impacted
by BellSouth's definition of currently combined; and, as discussed dsewherein thisorder, the Commission
finds that, subject to certain modifications, the recurring rate for UNE combinations should be set using
BdlSouth'smodd. The Commission dso findsthat Bell South's non recurring cost models should be used
to set the ronrecurring cogts for those UNE combinations where the UNEs are currently in place.
However, the nonrecurring costs generated by Bell South's modd may be ingppropriate for those UNE
combinations where the elements are nat, in fact, currently in place. The Commissionfinds, onaninterim
bagis, that for those UNE combinations where the elements are not currently in place, the nonrecurring
chargefor such UNE combinations shdl bethe sum of the stand-aone NRCs of the UNEswhich make up
the combination. These interim rates shdl be subject to true-up. Within 45 days of the date of this order,
BdlSouth shdl fileacost study for nonrecurring chargesfor such new UNE combinations. The Commisson
shdl conduct areview of the cost study.

C. Input Assumptions

1. Inputs Set in Docket No. 7061-U.

In Docket 7061- U, the Commission adopted a pricing methodol ogy and resulting cost- based rates
for the unbundling of BellSouth's network dements. As part of that proceeding, the Commisson made
severd findings regarding the appropriate model inputs to be used in determining UNE rates. The
Commission has taken judicid notice of the adminigtrative record in Docket 7061-U during thehearingin
this matter. Tr. 1019.

Many of the modd inputs that the Commission adopted in Docket 7061-U have adready been
incorporated into the mode that Bell South hasfiled in this proceeding.  For example, Bell South has used
the Commission approved rate of return and the plant lives and depreciation rates as prescribed by the
FCC for BdlSouth's operationsin Georgia. The Commission finds that, except as otherwise specified in
this order, dl input adjustments to the Bell South modd which the Commission made in Docket 7061-U
shal be approved for purposes of this proceeding and shdl be properly incorporated into BellSouth's
modd.

2. Loop Sample and the inclusion of ESSX
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In Docket 7061-U, the Commission recognized that the length of loops and their types of
congruction are mgor cost drivers. Order in Docket 7061-U, p. 34. Thus, the Commission rejected
BdlSouth's omission of shorter business-type loops, including ESSX, because exclusion of these shorter
loops would result in an overstatement of 1oop costs. Order in Docket 7061-U, pp. 36-37. In the cost
sudy filed inthiscase, BellSouthincorporated PBX trunksinitsloop sample, but did not incorporate ESSX
Service loops. Tr. a 431. AT&T and MCI argue that the ESSX loops should be included. The
Commission agrees that ESSX should be included in the loop sample. BellSouth currently combines the
loop and port used to provide ESSX service and this UNE combination should be available for use by the
CLEC to provide the customer with loca service. Rebutta Testimony of Mr. Don Wood, pp. 24-25.

Including ESSX loops results in two adjustmentsto the TELRIC Calculator. Addinginthe ESSX
loops results in a reduction of the average cost of business loops since ESSX |oops tend to be shorter.
Adding inthe ESSX loopsasoincreasesthetotal number of businessloopsby 367,997 (Docket 7061-U,
BellSouth's response to Staff's Third Data Request, Item No. STF-3-5), thusincreasing the proportion of
businessloopstotota loops. Since businessloopsare cheaper than residentia 1oops, asthe percentage of
busi nessloopsincreases, the averageloop cost decreases. The Commission findsthat adding ESSX loops
requires modifying BellSouth's modd to reflect 68% residentia loops and 32% business loops. This
adjustment would result in a $0.55 decrease to the 2-wire loop/port UNE combination price.

3. Integrated Digita Loop Carrier (IDLC)/GR-303 IDLC

BdlSouth's model assumes that 49% of digita loop carrier (DLC) loops are served by IDLC.
AT&T and MCI argue that BellSouth's moded should be adjusted so that al DLC loops are served by
IDLC. BelSouth counters by arguing that an assumption of 100% IDL C ignores the redlities of network
design since BdlSouth satesthat it will continueto deploy universal DLC initsnetwork for theforeseeable
future. Tr. 346. While the Commission agreesthat an assumption of 100% IDLC ignoresthe redlities of
network design, the Commission finds that the percentage of IDL C currently assumed by BellSouth is not
forward-looking. The Commission findsthat BellSouth's modd should be adjusted to reflect 98% IDLC.
This adjustment would result in a $0.71 decrease to the 2-wire loop/port UNE combination price.

AT&T aso advocates that BellSouth's cost studies be adjusted so as to assume GR-303 for all
IDLC loops. BellSouth states that currently less than 1% of itsaccesslines are served by GR-303, while
99% are served on TR-008. BellSouth satesthat it still deploys TR-008in its network and will continueto
do so throughout the study period. Tr. at 336. Bellcore estimated that, in 1997, 16% of BellSouth'slines
were GR303 capable digital loop carriers. Tr. 372. BellSouth's modd assumes 0% GR- 303. While GR-
303 is the forward-1ooking technology, the Commission finds that the replacement of TR-008 will betoo
gradud to warrant modifying BellSouth cost study to assume 100% GR-303 at thistime. On the other
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hand, since GR-303 is dready being deployed on alimited bass by Bell South and is the forward-looking
technology, 0% is aso inappropriate. Based on its review of the evidence, the Commission finds that
BellSouth'smodd should be modified to reflect 209% GR-303. Thiswould resultin a$0.18 decreaseto the
2-wire loop/port UNE combination price.’

4. Rate Dedgn for Switch Features (Vertica Features)

In Commission Docket 7061-U, the Commission reaffirmed its earlier decison in the AT&T-
BellSouth arbitration (Docket No. 6801-U), that there should be no additiond, separate chargesfor switch
features. The Commission found "that switch vertical features should not be priced separately asindividua
elements, but should instead be incorporated within the unbundled switch port element.” Docket 7061-U,
Order, p. 39. The Commission noticed this proceeding to determine pricing for UNE combinations, not to
revigt its decison on vertical features. In any event, the Commission finds no reason to change its prior
decision on thismatter. Accordingly, the Commission does not approve Bell South's proposed additiona
cogsfor switch features. Thiswould result in a$4.28 decrease to the 2-wireloop/port UNE combination
price.

D. Rates For Combinations of Network Elements

1. Electronic versus Manua Orders

BdllSouth has proposed different non-recurring chargesfor eectronic ordersversus manud orders.

It does not appear that any party has objected to separately pricing orders based on the type of order.

More importantly, the Commisson finds that manua orders are more expensive for BdllSouth to process

than eectronic orders. Accordingly, the Commission gpproves Bell South's proposal to price manua orders
and electronic orders separately.

2. Pricing of Specific UNE Combinations

Based on the adjustments discussed above, the Commission hereby gpproves the recurring and
non-recurring rates for certain combinations of UNES.

a. 2-wireloop/port UNE combination.

7AT&T had proposed an adjustment to the TELRIC Calculator to make up for the lack of using GR-303 in multiplexer
inputs. See Rebuttal of Donovan, pp. 21-22. The adjustment, which assumes 100% GR-303, resulted in areduction in
the price of $0.91. Based on AT& T'sreasoning, an assumption of 20% GR-303 results in areduction of $0.18 (0.20x
0.91=0.18).
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The Commission has made the following adjustments to Bell South's proposed rate for the 2-wire
loop/port UNE combination:

(). Eliminate Reasonable Profit Additive $9.19
().  Eliminae Verticd Feature Additive $4.28
@i1)).  Adjust for addition of ESSX loops $0.55
(iv). Adjustfor useof 98% IDLC $0.71
(v).  Adjust for use of 20% GR-303 $0.18

These adjustments resullt in atotal recurring cost for 2-wire loop/port combination of $14.34. As
discussed above, this combination (sometimes referred to as UNE-Platform or UNE-P) shdl beavailable
statewide and shal not be subject to the restrictions proposed by BellSouth in this matter.

As discussed above, the Commission finds that BellSouth's non-recurring cost model should be
used to set the nonrecurring costs for those UNE combinations where the UNES are currently in place.
Accordingly, the nonrecurring cost for an existing 2-wire loop/port combination is $2.01 when ordered
eectronicaly. The nonrecurring charges for additiond orders and for manua orders for existing 2-wire
loop/port combinations are set forth in Attachment A hereto.

The non-recurring costs generated by Bell South's model may be ingppropriate for those UNE-P
combinations where the dements are nat, in fact, currently in place. The Commission finds, on aninterim
basis, that for those UNE-P combinations where the e ements are not currently in place, the nonrecurring
chargefor such UNE combinations shdl bethe sum of the stand-aone NRCs of the UNEswhich makeup
the combination. These interim rates shdl be subject to true-up. Within 45 days of the date of this order,
BdlSouth shdl fileacost study for nonrecurring chargesfor such UNE combination. The Commisson shdl
conduct areview of the cost study.

b. Loop/Transport Combinations.

BdlSouth computed recurring and non-recurring codts for various loop/trangport combinations:.

2-wire voice grade extended |oop with DS1 Dedicated Interoffice Transport;

4-wire voice grade extended loop with DS1 Dedicated Interoffice Trangport;

4-wire 56 or 64 kbps extended digital loop with Dedicated DSL Interoffice Transport;
Extended 2-wire VG Dedicated Loca Channd with Dedicated DS1 Interoffice Transport;
Extended 4-wire VG Dedicated Loca Channd with Dedicated DSL I nteroffice Transport;
Extended 4-wire DSL Digitd Loop with Dedicated DSL Interoffice Transport;

Extended 4-wire DSL Digita Loop with Dedicated DS3 Interoffice Transport; and,
Extended DS1 Dedicated Loca Channd with Dedicated DS3 Interoffice Transport.
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Asdiscussed above, BellSouth had proposed a " reasonable profit" additive of $78.25 for the 4-wire DS1
loop-transport combination, which the Commission has disalowed.

The Commission finds that BellSouth shall provide these loop/transport combinationsto CLECs.
These combinations shdl be available statewide and shal not be subject to the restrictions proposed by
BdlSouth in this matter except as specificdly set forth in this order. The recurring rates for such
combinations, whether curently in place or new, are set forth in Attachment A. BdllSouth's non-recurring
cost models should be used to set the nonrecurring costs for those loop/trangport combinations where the
UNEs are currently in place. These non-recurring charges are set forth in Attachment A hereto.

On aninterim badis, for those | oop/transport combinations where the eements are not currently in
place, the nonrecurring charge for such UNE combinations shal be the sum of the stand-aone NRCsof the
UNEs which make up the combination. Theseinterim rates shal be subject to true-up. Within 45 days of
the date of thisorder, BellSouth shdl fileacost study for nonrecurring chargesfor such new loop/transport
combinations. The Commission shdl conduct areview of the cost sudy.

3. Pricing of UNE Combinations Not Costed In This Proceeding

To the extent that CLECs seek to obtain other combinations of UNES that Bell South ordinarily
combines in its network which have not been specificaly priced by this Commission when purchased in
combined form, the Commisson finds that the CLEC can purchase such UNE combinations a the sum of
the stand-aone prices of the UNEswhich make up the combination. If the CLEC isdissatisfied with usng
the sum of the sand-alone rates, the CLEC isfreeto pursue the bonafide request processwith Bell South
to seek adifferent rate.

[11. CONCLUSION AND ORDERING PARAGRAPHS

The Commission finds and concludes that the rates, terms and conditions as discussed in the
preceding sections of this Order should be adopted for the interconnection with and unbundling of
BdlSouth's telecommunications services in Georgia, pursuant to Sections 251 and 252 of the
TdecommunicationsAct of 1996 and Georgias Teecommunicationsand Competition Development Ad of
1995.

WHEREFORE IT ISORDERED, that dl findings, condusions, satements, and directivesmede
by the Commission and contained in the foregoing sections of this Order are hereby adopted asfindings of
fact, conclusons of law, statements of regulatory policy, and orders of this Commission.
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ORDERED FURTHER, the cost-based rates determined by the Commission in thisOrder are
edablished as the raes for BdlSouth's unbundled network dements. BelSouth shdl submit such
compliancefilingsasare necessary to reflect and implement the rates and policies established by thisOrder.

BdlSouth shall file arevised Statement of Generdly Available Terms and Conditions (SGAT) reflecting
and implementing the rates and policies established by this Order and reflecting the unbundling requirements
of the FCC's Third Report and Order within thirty (30) days of the date of this Order.

ORDERED FURTHER, that, as sat forth in the body of this Order, BellSouth shadl file the cost
studiesfor thoseloop/port and loop/trangport combinationsthat are not currently in place within 45 days of
the date of this Order.

ORDERED FURTHER, the Commisson shdl reevauate the availability of UNEs every three
yearsin amanner consistent with the Third Report and Order.

ORDERED FURTHER, that if the Eighth Circuit Court of Appedls determinesthat ILECshave
no lega obligation to combine UNES under the Federa Act, the Commission will reevauate its decison
with regard to the requirement that Bell South provide combinations of typicaly combined dementswhere
the particular e ements being ordered are not actualy physicaly connected at the time the order is placed.
Further, this docket shal remain open in the event the FCC's rules are modified to mandate different
requirements for Enhanced Extended Links.

ORDERED FURTHER, that amotion for reconsderation, rehearing, or ord argument or any
other motion shall not stay the effective date of this Order, unless otherwise ordered by the Commission.

ORDERED FURTHER, thet jurisdiction over these mattersisexpresdy retained for the purpose
of entering such further Order or Orders as this Commission may deem just and proper.

The above by action of the Commission in Adminigrative Sesson on the 1t day of February,

2000.

Helen OLeary Bob Durden
Executive Secretary Chairman
Date Date
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