BEFORE THE TENNESSEE REGULATORY AUTHORITY
NASHVILLE, TENNESEE
November 29, 2007

IN RE:
DOCKET NO.
JOINT FILING OF AT&T INC. AND 06-00093
BELLSOUTH CORPORATION
TOGETHER WITH ITS CERTIFICATED
TENNESSEE SUBSIDIARIES
REGARDING CHANGE OF CONTROL
OF THE OPERATING AUTHORITY OF
BELLSOUTH CORPORATION’S
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DISSENTING OPINION OF DIRECTOR RON JONES

This docket came before a panel of the Tennessee Regulatory Authority (“Authority™)
at an Authority Conference held on July 10, 2006 for consideration of the Joint Filing of
AT&T Inc., BellSouth Corporation, and BellSouth’s Certificated Tennessee Subsidiaries
Regarding Change of Control (“Joint Filing”) filed on March 31, 2006. During the Authority
Conference, the majority voted to grant approval of the Joint Filing contingent on approval by
the Federal Communications Commission and the Department of Justice. In reaching this
conclusion, the majority determined that the intervening parties did not provide ‘“proof
showing a linkage between the proposed conditions and the resulting benefit to consumers or
competition” or “persuasive evidence that this merger will harm competition.” Because I do
not agree with the analysis or conclusions of the majority, 1 respectfully dissent from the

majority and provide this opinion in support of my vote.

! Order, 12 (Nov. 1, 2007).



I DISCUSSION

Tennessee Code Annotated section 65-4-113 requires approval of a transfer of a
certificate of convenience and necessity and applies to this transaction. Specifically, we are
called upon here to consider the transfer of the certificates of convenience and necessity held
by BellSouth Telecommunications, Inc. (“BST”) and BellSouth Long Distance, Inc.
(“BSLD”) to the proposed new owner of the companies, AT&T Inc. Section 65-4-113
requires regulators to consider at a minimum three factors when evaluating a transfer. These
are: (1) the suitability, financial responsibility, and capability of the receiving entity, here
AT&T Inc., (2) the benefit to the consuming public, and (3) the furtherance of the public
interest.”

A. SUITABILITY, FINANCIAL RESPONSIBILITY, AND CAPABILITY OF AT&T INC.

The record establishes that AT&T Inc. is capable of controlling and is suited to control
the certificates of convenience and necessity held by BST and BSLD. AT&T Inc. currently
controls four other entities certificated in Tennessee to provide telecommunications services.?
Further, AT&T Inc. has the financial means to act as the parent of BST and BSLD.*

B. BENEFIT TO THE CONSUMING PUBLIC

The next factor for consideration is the benefit of the transaction to the consuming
public. I view this consideration very narrowly and without regard to any potential harm to
consumers as | will discuss that aspect of this case later in the discussion of the third

consideration — the public interest. The joint filers adamantly maintain that the benefits to

2 See Tenn. Code Ann. § 65-4-113(b) (2004).

® The four subsidiaries are SBC Long Distance, LLC d/b/a AT&T Long Distance; SNET America, Inc. d/b/a
AT&T Long Distance East; AT&T Communications of the South Central States, LLC; and TCG Midsouth, Inc.

4 See James S. Kahan, Pre-Filed Direct Testimony, p. 9 (Jun. 2, 2006).



consumers will be great.” For example, they assert that consumers will receive more effective
disaster recovery efforts and enhanced wireline, wireless, and video services through the
research efforts of AT&T Laboratories and the integration of the companies’ networks and
operations.® 1 must conclude from the evidence that the proposed merger will likely result in
such benefits to the consuming public. This agency has on numerous occasions recognized
the advantages created through the combining of companies’ resources when evaluating a
request made pursuant to Tennessee Code Annotated section 65-4-113.”

C. FURTHERANCE OF THE PUBLIC INTEREST

Finally, there is the public interest to evaluate. In 1995, the Tennessee General
Assembly defined the term public interest through the declaration of the telecommunications
services policy in Tennessee Code Annotated section 65-4-123. In that statute, the General
Assembly instructed this agency to “foster the development of an efficient, technologically
advanced, statewide system of telecommunications services by permitting competition in all

telecommunications services markets.”

The General Assembly further proclaimed in this
statute that our regulation “shall protect the interests of consumers without unreasonable
prejudice or disadvantage to any telecommunications services provider.” Thus, an action is

in the public interest for the purposes of telecommunications in Tennessee if the action at a

minimum permits competition, protects consumer interests, and does not unreasonably

5 See generally Marty Dickens, Pre-Filed Direct Testimony, pp. 7-10 (Jun. 2, 2006).
® See Christopher Rice, Pre-Filed Direct Testimony, passim (Jun. 2, 2006), James S. Kahan, Pre-Filed Direct
Testimony, pp. 7-13 (Jun. 2, 2006), Debra J. Aron, Pre-Filed Direct Testimony, p. 23 (Jun. 2, 2006).
7 See, e.g., Transcript of Authority Conference, p. 13 (Apr. 16, 2007) (approving a transfer of control pursuant to
Tenn. Code Ann. § 65-4-113 based, in part, on a finding that according to the parties’ representations, the
transactions will create stronger competitors in Tennessee’s telecommunications marketplace.)
zTenn. Code Ann. §65-4-123 (2004).

Id.



disadvantage any telecommunications service providers. With this standard in mind, I
evaluated the record in this case.

The intervenors in this docket raised significant concerns with regard to the effect of
approval of the Joint Filing and proposed numerous conditions for the Authority to evaluate.'®
The competing local exchange carriers (“CLECs”) argue that the merger will adversely affect
competition for business customers and thereby adversely affect the service provided to those
customers. The CLECs contend that the merged entity will immediately acquire a market
share of sufficient size while at the same time eliminating a significant competitor thereby
forcing competitors out of the business markets in Tennessee.'' Also, the CLECs contend
that the merger along with recent deregulation legislation will make it more difficult for
regulators to identify and police anti-competitive behavior.'* The Communications Workers
of America, AFL-CIO (“CWA”) contend that job loss and technical operation closures could
harm service quality.13 It is my opinion that while these arguments raise substantial concerns,
they alone do not support denying approval of the transfer of the certificates of convenience
and necessity to AT&T Inc. However, the arguments do cause me to evaluate whether a need
exists to impose conditions to ensure that the public interest is maintained after the merger.

The joint filers assert that conditions should only be used “to address concrete harms

sl

that the Authority believes will result as a direct result of the merger.” " It is my opinion that

such a standard is far too rigid and fails to allow the flexibility necessary for this agency to

' A list of the proposed conditions is attached to this order as Appendix A.

"' Don J. Wood, Pre-Filed Rebuttal Testimony, pp. 17-18, 20-21 (Jun. 15, 2006); Joseph Gillan, Pre-Filed Direct
Testimony, pp. 8-9, 17-18 (Jun. 3, 2006), Joseph Gillan, Pre-Filed Rebuttal Testimony, pp. 13-15 (Jun. 15,
2006).

12 See Lionor M. Torrez, Pre-Filed Direct Testimony, pp. 5-6 (Jun. 2, 2006); Don J. Wood, Pre-Filed Direct
Testimony, pp. 11-13 (Jun. 2, 2006), Don J. Wood, Pre-Filed Rebuttal Testimony, pp. 6-7 (Jun. 15, 2006).

13 Debbie Goldman, Pre-Filed Direct Testimony, pp. 2, 6 & 14 (Jun. 2, 2006).

14 Marty Dickens, Pre-Filed Rebuttal Testimony, p. 9 (Jun. 15, 2006).



fulfill its obligation to promote an environment that fosters and sustains competition. If the
joint filers’ standards were adopted, it is likely, if not certain, that conditions would never be
justified under any circumstances.

The joint filers rely on studies and statistics used in similar merger dockets along with
the testimony of Dr. Aron to establish that competition, particularly business market
competition, will not be adversely affected."” This evidence is weighty, but it does not
address the market dominance and resources that the merged entities will immediately attain
as a result of the transfer. The CLECs were compelling in my opinion in their testimony that
they potentially could experience disadvantage and that no matter what the nature of
competition in a particular Tennessee market, the transfer will make it more difficult post-
merger for a competitor to access that market.

In my opinion, Tennessee’s telecommunications policy imposes an affirmative
obligati;)n on the directors of this agency to ensure that providers and consumers alike suffer
no direct, indirect, or collateral disadvantage. It is only through the imposition of safeguards
on access to the last mile and other incumbent controlled facilities that the current
environment, which I have concluded encourages competition without regard to technology,
will flourish. Moreover, the imposition of conditions on approval will not hamper the merged
entities’ freedom to provide consumers the benefits set forth as a justification for this
agency’s approval of the transfer. In fact, past mega-merger conditions involving AT&T Inc.

have not dampened the approval process, but have strengthened the competitive environment.

13 See James S. Kahan, Pre-Filed Direct Testimony, pp. 3-16 (Jun. 2, 2006); Marty Dickens, Pre-Filed Direct
Testimony, pp. 11-12 (Jun. 2, 2006), Debra J. Aron, Pre-Filed Direct Testimony, pp. 8-14, 35-42 (Jun. 2, 2006);
Debra J. Aron, Pre-Filed Rebuttal Testimony, pp. 6-9 (Jun. 15, 2006).



In my opinion, the imposition of conditions is consistent with the State of Tennessee’s
declaration of its telecommunications services policy and is supported by the record.

As to the arguments of CWA, 1 agree with the proposition that lost jobs and
operational closures can degrade the quality of service received by customers. However, I am
unable to find based on the record here that such degradation will or is likely to happen as a
result of the merger. The record is unclear as to the number of jobs that will be lost in
Tennessee or operations that will be closed. Until further information is received from AT&T
Inc., necessary conditions, if any, addressing this issue cannot be crafted. Further, without
this additional information, it cannot be determined that the Authority’s service quality rules
alone afford consumers sufficient protection. Thus, it is my opinion that this issue be
developed more fully in future proceedings.

IL. CONCLUSION

Based on the foregoing, it is my conclusion that the transfer should be approved
pursuant to Tennessee Code Annotated section 65-4-113 contingent upon approval by the
Federal Communications Commission and completion of the investigative processes of the
Department of Justice and Federal Trade Commission. Additionally, it is my conclusion that
the public interest analysis required by Tennessee Code Annotated section 65-4-113 weighs
in favor of imposing conditions on the post-merger entity to ensure the continuation of quality
service and an environment that permits the level of competition that Tennessee has enjoyed
over the past ten years. In order to evaluate which of the conditions the Authority should
impose or whether to craft our own conditions, the Authority should defer further
consideration of the appropriate conditions until this transaction is addressed by federal

agencies and further information is attained from AT&T Inc. regarding the number of jobs



that will be lost in Tennessee or Tennessee operations that will be closed. Because the
majority voted against imposing any conditions other than approval by the Federal
Communications Commission and the Department of Justice, I respectfully dissent from the

Order issued on November 1, 2007.'¢

Ro es, DifeCtor

' On December 29, 2007, the members of the Federal Communications Commission granted approval of the
transfer of control of licenses and authorizations from BellSouth Corporation to AT&T Inc. in re: AT&T, Inc.
and BellSouth Corporation Application for Transfer of Control, WC Docket No. 06-74, Memorandum Opinion
and Order, para. 226 (Released Mar. 26, 2007). As a condition of the grant, the Federal Communications
Commission adopted specific conditions, which are attached hereto as Appendix B. Id. at para. 227 (referring to
pp. 147-57 of the Memorandum Opinion and Order marked as Appendix F).



10.

11.

12.

13.

14.

15.

16.

APPENDIX A: PROPOSED CONDITIONS

. The Authority should set initial rates and adopt price-adjusting parameters using the applicable

inflation rate (GDP-PI) and productivity factor. No individual rate element should be permitted to
increase more than ten percent per year. Rates should be adjusted annually and linked to the filing
of ARMIS business line data. Joseph Gillan, Pre-Filed Direct Testimony, pp. 21-29 (Jun. 3, 2006).

. Penalty payments should be increased in proportion to the increase in Tennessee revenue by the

merged entity. /d. at 29.

The merged entity should be required to have the performance plan independently audited by an
Authority-selected auditor every three years. /d. at 28-29.

The section 271 Performance Plan should be applied as a stand-alone plan — separate and apart from
other states. Id. at 29.

Pre-Triennial Review Order Enhanced Extended Loops standards should be permanently retired
because the requirements were intended to protect BellSouth from inter-exchange carriers, the FCC
has abandoned the relevant EEL provisions, and AT&T (formerly SBC) has not used audits. Id. at
30-32.

Former BellSouth and AT&T customers should be given relief from tariffed or contractual
termination penalties and a one-year window to choose a new provider. /Id. at 33.

The merged entity must agree that the Authority may enforce conditions adopted by the FCC. Id. at
34.

The merged entity should be subject to an accelerated dispute resolution process for all inter-carrier
disputes including anti-competitive pricing complaints. Don J. Wood, Pre-Filed Direct Testimony,
p. 14 (Jun. 2, 2006).

The merged entity must continue to offer access to underlying facilities for at least ten years-
namely, special access and Ethernet- at just and reasonable rates. Id.

The TRA order performance measures and penalties for special access and Ethernet. Id., Lionor M.
Torrez, Pre-Filed Direct Testimony, p. 6 & Exh. E (Jun. 2, 2006).

The TRA order the post-merger entity, along with all other carriers, to interconnect their networks at
just and reasonable rates and at any technically feasible point. Don J. Wood, Pre-Filed Rebuttal
Testimony, pp. 21-22 (Jun. 2, 2006).

The merged entity must maintain the highest standards of service quality. Debbie Goldman, Pre-
Filed Direct Testimony, pp. 2, 6 & 14 (Jun. 2, 2006).

The merged entity commits to upgrade every Tennessee central office to Digital Subscriber Line
(“DSL”) capability within two years. Id.

The merged entity maintains employment levels in Tennessee for at least three years at the same
level as on the date the merger closes. /d.

The merged entity commits that the merged entity will not close any technical operations, call
centers or other facilities in Tennessee for three years after the merger closes. /d.

The TRA should impose conditions to prevent anti-competitive behavior by the merged entity with
regard to line sharing and line splitting. Charles E. Watkins, Pre-Filed Direct Testimony, p. 5 (Jun.
2,2006).



APPENDIX B: CONDITIONS IMPOSED BY THE FEDERAL
COMMUNICATIONS COMMISSION

Federal Communications Conunission FCC 66-189

APPENDIXF
Conditions

The Applicants have offered certan volnntary comnuiments. eaumerated below Because we
find these commitments will serve the public mterest. we accept themy. Unless othenvise specified herein,
the commuiments described herein shall become effective on the Merger Closing Date. The commutinents
described herein shall be null and veid 1if AT&T aad BeliSouth do not merge and there is 0o Merger
Closing Date.

It 15 niot the intent of these commitments (o restrict. supersede. or otherwise akter state or local
jurisdiction under the Communications Act of 1934, as amended. or over the matters addressed i these
commnotments. oy to linmt state authority to adopt rules. regulations. performanice DIONIONNG Programs. of
cther policies that are not inconsistent Wwith these commitmenrs.

MERGER COMMITMENTS

For the avoidance of doubt. unless otherwise expressly stated to the contrary. alf conditions and
commuiments proposed in this letter are enforceable by the FCC and would apply in the

AT&T BellSounth m-region ternitery. as defined herein, for a pertod of forty-nwo months from the
Merger Closing Date and would autcmancally sunset thereafter.

Repatriation of Jobs to the U5,

AT&TBellSouth' is committed to providing hugh quality employment opportunities 1 the US In
crder 1o firther this convmitment. AT&T BellScuth will repatriate 3.000 jobs that are curvently
cutsourced by BeflSounth ontside of the U.S. Tlus repatniation will be completed by December 31.
2008. At least 200 of the repatniated jobs will be physically located within the New Orleans.
Lomsiana MSA.

Promoting Accessibility of Broadband Service

1. Bv December 31. 2007, AT&T BellScuth will cffer broadband Internet access service {ie .
Internet access service at speeds 11 excess of 200 kbps 1n at least one divection) $o 100 percent of the
residential living units in the AT&T BellSouth in-region tesvitory - To meet this commitment,
AT& T BellSouth wili offer breadband Internet access services to at least 85 percent of such Hving
nnits using wireline technologies (the “Wireline Buildout Area”™;. AT&T BellSouth will make
available btroadband Internet access service 1o the remaining hiving units using alternative

P AT&T BeliSouth refers to AT&T Ine.. BeliSouth Corporanen. and their affiliares thar provide domessic wireline
or Wi-Max fixed wireless services.

* As used heresn. the “AT&T BeilSouth m-region territory” means the areas in which an AT&T or BellSouh
operating comipany i3 the incumbers local exchange camer. as defined in 47 U.S.C. § 231 (1HA) and Bi)
~AT&T w-region termitory weans the area m which an ATST operatng company 15 the mcunsbent local exchange
carrier. as defised i 47 U.S.CL § 25101 WA) and (B} and ~BellSowth in-region temitory” means the area in
which a BellSout operatmg conypany is the meumbent jocal exchange carmer. as definedin 47 US.C. §

231thu LAY and (B

147
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technologies and operatng arrangements. wnclnding but not limited to satellite and Wi-Max fixed
wireless technologies. ATST BellSouth further commits that at least 30 percent of the incremental
deplovment after the Merger Clasing Drate necessary to aciueve the Wireline Busldout Ares
comnutment wili be to raral areas or low income Living vnits®

2. AT&T/BeliSouth will previde an ADSL modem without charge (excepr for shipping and
handhng) to residental subscribers within the Wirelme Buildout Area who. behween July 1. 2007,
and June 30. 2008. replace thew AT&T-BeliSouth dial-up Internet access service with

AT&T BellSauth™s ADSL service and elect a term plan for thety ADSL seriice of twelve menths or
greater.

3. Within ux months of the Merger Closing Date. and contmuing for at least 3¢ months from the
inception of the offer. AT&T BellSouth will offer 10 retail consnmers in the Wireline Buildous Area.
who have not previously svbscribed 1o AT&T s or BellSouth's ADSL setvice. a broadband Internet
access service at a speed of up to 768 Kbps at 2 monthly rate {exclusive of any applicable 1axes and
regulatory fees) of S10 per month.

Stateinent of Video Roll-Out Intentions

AT&T 15 comirted to provading. and has expended substantial rescurces te provide. a broad anay of
advanced video programming services i the AT&T m-region tetritery. These advanced video
services include Uverse. on an mtegrated IP platform. and HomeZene. which mtegrates advanced
broadband and sateflite services. Subject to obtaming alt necessary authorizations to do so.
AT&T:BellSouth wtends to bring such services to the BellSouth in-region rerritory in a manner
reasonably consistent with AT&T 5 rell-out of such services within the AT&T 1n-region territery. In
order 1o facilitate the provision of such advanced videc services in the BellSouth inregion territory.
AT&T BellSouth vill contiue to deploy fiber-bazed facilities and intends to have the capabiliry to
reach at least 1.5 mullion homes ta the BellSouth 1n-region tersitory by the end of 2007,
AT&T:BellSouth agrees to provide a written report to the Comundssion by December 31, 2007,
describing progress made 1n obtauung necessary authorizations to rofl-out. and the actual roll-out of
such adianced video zervices m the BellSouth n-regicn territory.

Public Safety, Disaster Recovery

1. By Juue 1. 2007, AT&T will complete the steps necessary to allow it to make ity disastey
recovery capabilities available to facilitate restoration of service in BellSouth's in-region temitory in
the event of an extended service cutage cavsed by a humicane or other disaster.

2. Ia order o further promote public safety, within thirty davs of the Merger Closing Date.
AT&T/BellSouth will donate $1 nullion to a section 501¢¢)(3) foundation or public enuties for the
purpose of promoting public safety.

* For purposes of this commitruent. & low income Living unit shall mean a Irving wnit in AT&T BellSout's in-region
rerritory with an average antual meorze of less than $335.000, determuned consistent with Census Bureeu data. see
Califorzia Public Urilides Code section 3890()2) (as added by AB 2987} (defimng Jow inconre househelds as
those with annual incomes below $33.000), and a nual ares shall consist of the zones in AT&T BellSouth's m-
region terntory with the highest deaveraged UNE loop rates as established by the stare comunission censistent with
zhe procedures ser forth tn section 31.507 of the Conmussion’s nles. 47 CFR § 31.507.
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Service to Customers with Disabilities

AT&T-BellSounth has a long and disiaguished history of serving customes: with disabalinies
AT&T BellSouth conmnits te provide the Copunizuen, within 12 months of the Merger Closiag Date.
a report descnibing its efforts to provide high quality service fo customers with disabilsties.

UNEs

1. The AT&T and BellSouth ILEC' shall contiaue to offer and shall net seek any increase in stare-
approved rates for UNEs or collocanon that are in effect as of the Merger Closing Date. For purposes
of thys commitment. an increase includes an increased existing surcharge or a new surcharge ualess
such new or mcreased surcharge i authonzed by (1) the applicable interconnection agreement or
taniff. as applicable. and (is) by the relevant state conumssion. This commitmens shall not linut the
ability of the AT&T and BellSouth ILEC: and any other telecommuaications carrier (o agree
voluntanly to any different UNE or collocation rates.

2. AT&TBellSowh shall recalcnlate its wire center calculations for the mumber of business lines
and fiber-based collocanons and. for those that no lenger meet the non-impanment thresholds
established in 47 CFR §§ 51.319(a} and (e). provide appropriate loop and transport access. In
identifying wive centess 1 whichi there is no nnpaiment pursuant to 47 CFR §§ 51.319(a) and (e} the
metged entity shall exclude the following: {1) fiber-based collocancn arrangements established by
AT&T or its affiliates: {11) entities that do not cperate (i.&.. own or manage the optronics on the fiber)
thewr owa fiber into and ot of their own collocanion arrangement but merely cross-connect to fiber-
based collocaticn arrangements: and (1i1) special access lines obtained by AT&T from BellSouth as of
the day before the Merger Closing Date.

-

3. AT&T BellSouth shall cease all ongoing or threatened audits of compliance with the
Conmmssion’s EELs eligibility criteria (as set forth in the Supplemenzal Ovder Clarificanion’s
significant local use requirement and related safe harbors. and the Tiiennial Review Order's lugh
capacity EEL eligibality criteria}. and shall not imtiate any new EEL: audits.

Reducing Transaction Costs Asseciated with Interconnection Agreements

1. The AT&T BellSouth L ECs shall make available to any requesting teleconmunicanons catrser
any entire effective intercoanection agreement. whether negotiated or arbivated. that an

AT&T BellSouth ILEC entered utte m any state in the AT&T BellSouth 22-state ILEC operatmg
territory. subject to state-specific pricing and performance plans and technical feasibiiity. and
provided. finther. that an AT&T BeliSoutlk ILEC shall not be obligated to provide pursuant 1o this
commutnient any intercotinection arrangement or UNE ualess it is feasible to provide. given the
techuneal. netwotk. and OSS atmibutes and limitations m. and 15 consistent with the laws and
regulatory requerements of. the state for which the request i made.

2. The AT&T BellSouth ILECs shall aot refuse a request by a telecomnumcations carriet 1o opt
into an agreemient on the ground that the agreement has not been amended to reflect changes of law.
provided the requesting telecommumcations carrier agrees tc negeotiate in good faith an amendnent
regarding such change of law unmediately after it has opted into the agreement.

3. The AT&T/BellSouth ILEC: shall allow a requesting telecommuucations carrier 10 use 1ts pre-
existing uterconuecticn agreement as the starting point for negetiating a new agreement.
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4. The AT&T BellSouth ILEC: shall pesmit a requesting telecommunications carsier 1o extend 1t
curteat intercennection agreement. regardiess of whether its tmnal term has exptred. for a period of
up to three vears. subsect to amendment to reflect pricr and future changes of law, Dusing this perscd.
the interconuection agreement mayv be rermiunated only via the carrser’s request valess terminated
pursuant 1o the agreement's “default’” provisions.

Special Aceess

Each of the following special access commitments shall remain 1n effect ustil 48 months from the
Merger Closing Date,

1. AT&T. BeliSouth affiliates that meet the defimion of a Bell operating company 111 section
3(4]{.%3 of the Act {"AT&T BellSouth BOCs )" will inplement, in the AT&T and BeilSouth Service
Ageas.” the Service Quality Measurement Plan for Interstate Special Access Services {the Plan™.
sioilar to that set forth in the SBCAT&T Merger Cenditions, as described herein and m Attachmem
A to thus Appendix F. The AT&T:BeliScuth BOCs shall provide the Copmmission with performance
measwrement results on a quartesly basis. whach shall consist of data collected according to the
performance measurements listed therein. Such reponts shall be provided wm an Excel spreadsheet
format and shall be designed to demonstrate the AT&T BellSouth BOCs™ menthlv pesformance i
delrvening interstate special access services within each of the states m the AT&T and BellSouth
Service Areas. These data shall be reported on an agpregated basts for interstate special access
services delivered to (1) AT&T and BeliSouth section 272(a) affiliates. {11} their BOC and other
affiliates. and (11} non-affiliates * The AT& T BeliSouth BOCs shall provide pesformance
measurement results (broken down en a monthly baus) for each quatter te the Commiscicn by the
45th day after the end of the quarter. The AT&TBellSouth BOCs shall implement the Plan for the
first foll guarter following the Merger Closing Date. This commitment shall terminate on the earhier
of {1} 48 months and 43 days after the begmmng of the first full quarter following the Aferger Closing
Date {that :5. when AT&T:/BeliSouth files its 16th quarterfy repert): or (11} the effective date of a
Commussion crder adopting performance measurement requzemnents for interstate special access
services.

2. AT&T BeliSouth shall net increase the rates paid by existing customers (as of the Merger Closing
Date) of DS1 and DS3 local private line services that 15 provides m the AT & T/BeliSouth in-region
remitory pursuant to. o referenced in. TCG FCC Tanff No. 2 abeve thetr leved as of the Merger
Closing Date.

3. AT&T.BeliScuth will not provide special access offenngs to its wireline affiliates that are act
avalable to other simiilarly simated special access cnstomers on the same terms and conditions.

4. To enswe that AT&T BellSouth mav not provide special access offeniags o its affiliates that ae
aot available to other special acces: customers. before AT&T BellSouth provides a new o modified

* For purposes of clarity. the special access conmyimsents set forth herewn do ot appiv to AT&T Advanced
Sclunons. Inc. and the Amenvech Advanced Data Services Companies, domng business coliectively as “ASL™

* For purpases of this commitent. “AT&T and BellSouth Service Areas” means the areas within

AT&T BeilSewh's ip-region termtory in which the ATS T and BellSouth ILECs are Beil operaung compraraes as
defined in 47 US.C 3 133040A)

$BOC dats shall net inchude retail data.
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coatract tariffed service under section 68.727(a) of the Commmssion’s rales to its own section 272(a)
affihateis). 12 will certify to the Comnussion that it provides service pursuant to that centract tasiff te
an upaffiliated customer other than Verizen Commmaicancns Ine.. or st wireline affiliates.

AT&T BellSauth also will not uareascnably discrinunate in favor of 1tz affiliates in establishing the

terms angd condstions for groonmung special access facilities.

5. Nec AT&T BeliScuth ILEC may increase the rates 1 its interstate tar:f¥z. including contract
tanffs. for special access services that it provides in the AT& T BellSouth w-region ternitery. as set
forth in tariffs on file ar the Conunission on the Merger Closmg Date. and a5 set forth 1a tariffs
amended subsequently in order to comply with the provisiens of these comumnitments,

6. In areas within the AT&T BellSouth in-regicn tetrstory where an AT& T BeliSouth ILEC has
obrained Phase II pricing flextbility for price cap services ("Phase I areas ™). such ILEC will offer
DS1 and DS3 channe! ternuaancn services. DS1 aad DS3 mileage services. and Ethernet services
that currently are offered pursuant te the Phase II Pricing Flexsbility Provisions of 1ts special access
rariffs.” at rates that are no higher than and on the same ternis and conditions as. 115 tariffed rates.
terms. and conditions as of the Merger Closing Date for such services in areas within 1ts mn-region
remnitory where 11 has not obiained Phase I pricing flexibility. In Phase II areas. AT&T BellSouib
alse will reduce by 13% the rates 1n its interstate tanfts as of the Merger Closing Date for Ethernet
services that are nov at that time subject to price cap regulation. The foregoing commimments shalf not
apply to DS1. DS3. or Ethemet services provided by an AT&T BellSouth ILEC to any cther price
cap ILEC. including any affilinte of such other price cap ILEC ** unless such other price cap ILEC
offers D51 and DS3 chaonel ternunation and nuleage services. and price cap Etherpet services w all
areas in which it has cbtained Phase II pricing flexibility relief for such services (hereinafter
“Reciprocal Prace Cap Services '} ar rates. and cn the terms and conditions. applicable to such sesvices
in areas 1 which it has not obtained Phase II pricing flexibility for such services. aor shall

AT&T BellSouth provide the aforementioned 15% discount to such price cap ILEC or affiliate
thereof unless such ILEC make: generally available a reciprocal discount for any Ethernet service it
offers outside of price cap regulaticn {heresnafter “Reciprocal Non-Price Cap Services ). Withun 1.3
davs of the Merger Closing Date. AT& T BellScuth witl provide notice of this commutment t< each
price cap ILEC that purchases. or that has an affiliate that purchases. services subject o this
commutament from an AT&T BellScuth ILEC. If within 30 davs thereafter. such price cap ILEC does
aot: (1) affirmatively inferm AT& T BellSouth and the Comnussion of its 1atent to sell Reciprocal

" Neither this merger commument nor any other merger conuinnent herein shall be construed to require
AT&T BellSouth to provide any service through a separate affiliate 1if AT&T BeliSeuth 15 not otherwise required by
law to establish or maintain such separate affiliate.

¥ The Etnerne: services subject to this conmument are AT&T s mterstate OPT-E-MAN. GigabAN and Deca) 1AN
services and BellSouth s inverstate Mewo Ethemer Serce.

¥ The Phase II Pncing Flexibulity Provisions for DS1 and DS3 services are those set forth in Amenvech Tanff FCC
Ne. 2. Sectien 2% Pacific Beli Tanft FCC No. 1. Secnon 31. Nevada Bell Tanff FCC No. 1. Section 22,
Soutnvestern Bell Telephone Company Tanff FCC No. 73, Section 39 Southern New England Telephone Tanff
FCC Nao. 35, Section 24: and BeilSouth Telecompauucations Tanff FCC No. 1. Secdan 23,

1 For purposes of this commitent. the term “price cap ILEC™ refers to an mawmbent local exchange carner hatis
subject 10 price cap regulation and all ofits affiliazes thar are subject to pnce cap regulation. The term “affiliare”
nleans an affiliate as defined in 47 US.C. § 153(1) and is not [imited to affiiiates chat are subject 1o price cap
regulation.
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Piice Cap Services 1o areas where it haz received Phase II priciag flexibility for such serices at the
yates. terms. and condinens that apply in areas where it has not received such flexsbility. and tc
provide a 13% discount on Reciprocal Non-Price Cap Services: and (i) file taniff revisions thar would
implement such changes within 90 days of the Merger Cloung Date (a "Non-Reciprocanng Camrie: ™).
the AT&T BeliSouth ILEC: shall be deemed by the FCC to have substantial cause to make any
nécessary revisions 1o the tanffs vader winch they provide the services subject 1o thus comnutment to
such Noa-Reaprocating Carrier. including any affiliates. to prevent or offser anv change in the
effective rate chiarged such entities for such services. The AT&T BeliSouth ILECs will file all tariff
revisions necessary to effectuate thus commutment. mclnding sy provisions addressag Non-
Reciprocating Carrers and their affiliates. within 90 days from the Merger Clouag Date.

-~

Y. AT&T/BeliSouth will not oppose any request by a purchaser of interstate special access services
fer medianen by Comnussion staff of disputes relating to AT&T-BellSouth's compliance with the
rates. terms. and conditions set forth 1n 1ty interstate special access tanffs and pricing flexibiliry
comtracts or 1o the lawfulness of the rates. tenins. and conditicns in such tardTs and contracts. ner shaltl
AT&T BellSouth oppose any recquest that such disputes be accepted by the Conumission onto the
Accelerated Docket.

8. The AT&T BellSouth ILECs will not saclude m aay pricing flexibility contract or tarsff filed with
the Conumission after the Merger Closing Date access service ratio terms which limut the extent 1o
winch customers mav obtain transmizsicn services as UNEs. rather thaa special access services,

9. Within 60 davs after the Merger Closung Date. the AT&T BellSouth ILECs wall file one ot more
interstate tariffs that make available to customers of DS1. DS3. and Etherner service reasonable
volume and term discounts withont mininmm anonal revenue conmitments (MARCs) or growth
discounts. To the extent an AT&T BellSouth ILEC files an interstate tanff for DS1. DS3. or Ethemet
services with 2 varving MARC. it will at the same tune file an interstate tariff for such senvices withi a
fixed MARC. For purposes of these commutments. a MARC 15 a requirement that the customer
maintain a minimum specified level of speading for specified services per vear.

1G. If. daring the course of anv negotation for an inferstate pricing flexibiliny contract.

AT&T BellSauth offers a proposal thar meludes a MARC. AT&T BellSouth will offer an alternative
proposal that gives the customet the epticn of obtaming a volume and or term discount(s} without a
MARC. If dwing the course of any negotianon for an interstate pricing flexsbality contract.

AT&T BellSonth offers a proposal that includes a MARC that varies over the hife of the contract.
AT&T: BellSouth will offer an alternative proposal that includes a fixed MARC.

13, Within 14 days of the Merger Closing Date. the AT& T BeliSouth ILECs will give notice to
customers of AT& T BeliScuth with interstate pricing flexibility contracts that provide for a MARC
that vanes over the life of the contract that. within 42 davs of such notice. customers mav elect o
fieeze. for the remaming term of such pricing flexibility contract. the MARC in effect as of the
Merger Closing Date. provided that the customer also freezes. for the rematning term of such pricing
flexibility contracr. the contract discount rate {or specified rate 1f the countract sets forth specitfic rates
rather than discounts off of referenced tariffed rates) 1n effect as of the Merger Closing Date.
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Transit Service

The AT&T and BellSouth ILEC will not icrease the rates paid by existing custoniess for then
existing tandem transit service arrangements that the AT&T and BellSouth ILEC: provide in the
AT&T BellSouth 1n-region tersitorn.”

ADST Servicel”

1. Withun twelve months of the Merger Closing Date, AT&T BellSouth will deplov and offer within
the BellScuth in-region tetritory ADSL service to ADSL capable customers without requusing such
customers to alse purchase circuit switched voice grade telephone setvice. AT&T BellSouth will
contmue o offer this service in each state for thisty mionths after the “Implementanon Date” m that
state. For purposes of this comnutnient. the “Tmplementation Date” for a state shall be the date on
which AT&T BellScuth can offer tlus service to etghty percent of the ADSIL -capable premises in
BeliSouth's 1a-region tetritory 1n that state.* Within twenty dayvs after meeting the Implementation
Date it a state. ATST BellSouth will file a letter with the Conmmission certifiing 1o that effect. In alt
events. this commitment will tenminate 0o later than forry-twe moaths after the Merger Closing Date.

2. AT&TBellSouth will extend vatil thirty months after the Merger Closing Date the avaslability
within AT&T s in-region territory of ADSL service. as described in the ADSL Service Merger
Condinon. set forth in Appendix T of the 5BC:AT&T Mearger Order (FCC (3-183).

3. Within twelve months of the Merger Closiag Date. AT&T BellSouth will make available i sts
in-regicn territory an ADSL service capable of speeds up to 768 Kbps to ADSL-capable customers
without requiting such customers te also purchase ciremt switched voice grade telephone sesvice
{"Stand Alone 768 Kbps service ™. AT&T BellSowh will continue to offer the 768 Kbps serviceina
state for thurty months after the ~Stand Alone 768 Kbps Implementation Date” for that state. For
purposes of thus conmutment. the “Stand Alene 768 Kbps Implementation Date™ for a state shall be
the date on which AT& T BellScuth can offer the Stand Alone 768 Kbp: service to eighty perceut of
the ADSI -capable prenuses m AT&T-BellSouth': mi-region teryitory i that state. The Stand Alone
768 Kbps service will be cffered at a rate of not more than $19.95 per month (exclusive of regulatory
fees and taxesy. AT&T BellScuth may make available such services at othier speeds at prices that are
competitrve with the broadband market taken as a whole.

ADSL Transmission Service

AT&T.BellSouth wall offer to Internet service providers. for their provision of broadband Internet
access service 1o ADSL-capable retas] customer premises. ADSL transoussion service m the

" Tandem: transit service means tandem-svatched Tansport service provided to AR oTiginatng carmier in order 1o
mdirectly send mtral ATA maffic subject to § 2511 %) of the Conmmmicatiens Act of 1834, a5 amended. to a

emnuinatng camier. apd includes randem switching functienaliey and tandens: switched ransport functuonaliny
nenween an AT& T BellSouth randem switch location and the ternenating carrer.

> The commitments se: forts under the heading ~“ADSL Service ™ are. by their tenms. available to retail cusromers
oniy. Wholesale commitments are addressed separazely under the heading “ADSL Transcussion Service.”

¥ After meecing the implementation date in each m:ate. AT&T BellSouth will continue deplovmen: so that - can
offer the service to ail ADSL capable preruzes m its in-region termitory within tweive months of the Merper Closiop
Date.
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combined AT&T BellSouth territory that 15 functionally the same as the service AT&T offered within
the AT&T in-region terntory as of the Merger Clesing Date ! Such wholesale offering will be at a
price not greater than the retail price m a state for ADSL service that 15 separately puschased by
customers who alsc subscribe fo AT&T BellSouth local telephone service.

Net Neutrality

1. Effective on the Merger Cloung Date. and contimvag for 30 months thereafter. AT&T BellSouth
w1l conduct business in 3 manner that comports with the priaciples sef forth m the Conmussion s
Pclicy Statement. 13sued September 23, 2005 (FCC 05-131%

2. AT&T BellSouth al:o commuts that it will matntain a neutral nerwork and nevsral routing n 1
wireline broadband Internet access service.”’ This commitment shall be satisfied by

AT&T BellSounth's agreement nct to provide or to sell to Internet content. application. or servize
providess, wncluding those affiliated with AT&T BellSouth. any service that privileges. degrades or
pricritizes any packet sransmutted over AT&T BellScuth’s wireline broadbang Internet access service
based on its source, cwnersiup or destination.

This comnumment shall apply to AT&T BellScuth’s wireline broadband Interne? access service from
the nenwork side of the customer premise equipment up te and including the Internet Exchange Pouat
closest to the customer s premise. defined as the pownt of interconnection that is legically. temperally
ot phrysically closest to the customer’s prenuse where public or private Iaternet backbone networks
freely exchange Internet packets.

This conmumient does not apply to ATET BellSouth’s enterprise managed IP services. defined a3
services available only to enterprise customers-¢ that are separate services from. and can be purchased
without. AT&T BellSouth's wireline troadband Internet access service. including. but not limited te.,
virrual private getwork (VPN) services provided to enterprise customers. This comnutment alzo does
act apply 1o AT&T BellSouth's Internet Protoco] television (TPTV) senvice. These exclusions shall
aot result in the privileging. degradation. or prioritization of packets transmutted or recesved by
AT&T BeliSouth’s nen-enterprise custoniers’ witeline broadband Internet access service from the
aetwosk side of the customer premise equipment up to and 1acluding the Internet Exchange Pomt
closest 1o the customer’s premise. as defined above.

* An ADSL Tansnussion service shall be considered “functionally the same” as the semice AT&T offered within
e AT&T in-regon temitory as of the Merger Closing Date if the ADSL transzmssion service relies on AT
Tausport from the DSLAM (ar equivalent detice) to the interface wich the Intemet service provider. and protides a
maximnan asvimetrnical downstream speed of 1.3Mbps or 3.00bps. or a maxmpem svarmeTica

upsmeany downsiream speed of 384Kbps or 416Kbps, where each respective speed 15 available (the “Broadband
ADSL Transnussion Service ). Nothing o this commutment shalf require AT& T BellSouth to serve anv geographic
areas ¥ cwrenrly does not serve with Broadband ADSL Transnussion Service or to provide Intemet service
providers with broadoand Internet access ransnussion rechnology thar was oot offered by AT&T to such providers
m 113 Im-regron terriory as of the herger Closing Date.

" For purposes of thiz commuitment. AT&T BellSouth 's wireline broadband Iirerne: access service and s Wi-iax
fixed wireless broadband Internes access service are. collectively. ATET BeliSowh s “wireline broadband Internet
access ervice.”

'8 ~Enterpnse customers ” refers to that class of customer identified as emerprise customers on AT&T s website
(http. www.am.com) a5 of December 28, 2006,
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This commutment shall suaset on the earlier of (1) two vears from the Merger Clestng Date. o1 {23 the
effective dare of any Jegislation enacted by Congress subsequeny to the Merger Clasing Date that
substantially addresses “network neuwrality” cbhigations of broadband Internet access providers.,
mclnding. but ot hnuted to. 3ay legislation that substannally addresses the privileging. degradat:on.
or pricfitization of breadband Internet access traffic.

Internet Backbone

1. Fora period of three years after the Merger Closing Dare. AT&T BeliScuth will mauntam at leass
as many discrere settlement-free peering arvangements for Internet backbone services with domestic
cperating entities within the Umted Srates as they did on the Merger Closing Date. provided that the
aumber of setilement-free peeriag arrangement: that AT&T BellSonth 15 required 10 maiatam
hereunder shall be adusted downward to acconnt for any mergers. acquisitions. or bankruptcies by
existing peering entities or the voluntary election by a peening entity tc discontinue it peering
arrangement. If on the Merger Closmg Date. AT&T and BeflSouth both maintain a settlement free
peening airangement for Internet backbone services with the same entity (or an affiliate thereof). the
separate arrangements shall connt as one settlement-free peenag atrangement for purposes of
deternuning the number of discrete peening entities with whom AT& T BellSouth must peer pursuant
1o this commitment. AT& T BeliSouth may waive terms of its published peering policy to the extent
fecessary 1o mamtan the number of peering arrangements requred by tins commitment.
Netwithstanding the above. if withua three vears after the Merger Closing Date. cne of the ten largest
enuties with which AT&T BellSouth engages in settlement free peering for Internet backbone
services {as measured by traffic volume delivered to AT& T BellSouth's backbene network facilines
by such entity) ternuaates 17: peening arrangement with AT&T BeliSouth for any reasoa {including
bankroptey. acquisiion. or merger). AT& T BellScuth will replace that peering arrangement with
ancther settlement fiee peering asvangement and shall not adjust its total number of seftlement free
peers downward as a result.

-

2. Withan thirry days after the Merger Closing Date. and continning for shree vears thereafier.
AT&T:BellSouth wisll post its peening policy on a publichy accessible website. Duning this three-vear
perniod. AT&T BellSouth will post any revisions 10 its peering policy cn a fumely bass as they acour.

Forbearance

1. AT&TBellSouth will not seek or give effect to a ruling. inciuding through a forbearance petiticn
under section 10 of the Communications Act (the “Act™ 47 US.C. 160. or any other petition. altermng
the status of any facility being cutrently offered a: a loop or ransport UNE under section 2310¢){ 33 of
the Act.

2. AT&TBeliSouth will nor seek or give effect 1o any futire grant of forbearance that dinunishes or
supersedes the merged entity's obhiganons o responsibilities under these merger commitments duning
the petiod 1 which those cbhigations are in effect.

Wireless

1. AT&TBeliSouth shall assign andor transfer to an vnaffiliated third parry all of the 2.5 GHz
spectrum (broadband radic zervice (BRS)-educanonal broadband service {EBSY) currently hicensed 1o
ot leased by BellSouth within cne vear of the Merger Closing Date.

2. By July 21. 2010. AT&T BellSouth agrees to. (1) offer service in the 2.3 GHz band to 23% of
the population 1a the service area of AT&T BellSouth's wireless comnmunicancns services {WCS)

—
LA
L}
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Licenses. for mobile o1 fixed point-ro-mmiti-point services, or {2) construct at least five permzment
lLinks per one matlicn pecple i the service area of AT&T BellSouth s WS licenses. for fixed pomt-
to-pomt services. It the event AT&T BellScuth fails to weet either of these service requiremenss.
AT&T BellSouth will forfeit the unconstructed postion of the sdividual WCS licenses for which it
did not meet evther of these service requurements as of July 31, 2010: provided. however. that ia the
event the Conmmission extends the Julv 21, 2010 buildout date for 2.3GHz service for the WS
mndustry at large {“Extended Date”). the July 21. 2010 buwldout date specified herewn shail be
modified to conform to the Extended Date. The wireless conmmiments set forth above do not apply
10 anv 2.3 GHz wireless spectrum held by AT&T BellSouth m the state of Alaska.

Divestiture of Facilities

Withua twelve moaths of the Merger Clesing Date. AT&AT BellSouth will sell to an unaffiliated third
party{ies] an indefeasible night of wse {TRU ) to fiber strands within the existing “Lateral
Connections.” as that tenm is defined in the SBCATET Consenr Decree.” to the buildiags histed in
Antachment B to this Appendix F ("BellSoutl Divestiture Assets ). These divestitures will be
effected it a mannesr consistent with the divestitire framewoerk agreed to m the SBCAT&T Conzant
Derree. provided that such devestitures will be subject to approval by the FCC. rather than the
Deparmment of Justice.

Tunnev Act

AT&T s a party to a Consent Decree entered wuto following the merger of SBC and AT&T {the
“Consent Decree”). The Conzeat Decree documents the terms under which AT&T agreed to divest
special access facilities serving 383 buildings within the former SBC in-region ILEC territory (the
“SBC Divestiture Assets ). In itz Order approving the AT&T SBC merger, the Comnussion also
required the diveststure of these same facilities on the terms and conditions contained in the Consent
Decree. The Consent Decree is currently under review pursnant to the Tumney Act in the US.
Distitct Court for the District of Columbia {the "Cowt ) in US. v, SBC Commumcations. Inc. and
AT&T Corp.. Crail Action Mo, 1:05CV02182 (EGS) (D.D.C.). whete the Cowt 15 reviewing the
adeguacy of the remedy centained m the Conseat Decree tc address the compettive concerns
described in the Complaint filed by the Departinent of Justice {DOJ).

If1t iz found w a final. non-appeatable order. that the remedy 1n the Consent Decree 55 not adecmate to
addvess the concerns ratsed in the Complant aad AT&T and the DOJ agree to a modification of the
Consent Decree {the “Modified Consent Decrer ). then AT&T agrees that (1) AT&T BellSouth wi:ll
conform its divestiture of the BellSouth Divestiture Assets to the terms of the Modified Ceonsent
Decree: and (2) AT&T BeliSouth will negotiate in good fasth with the Commnussion to determine
whethet the conditions imposed on AT& T'BellSouth in the Commuission order approviag the merger
of AT&T and BellSouth satisfies. with respect to the BellSouth territory. the concerns addressed 1n
the Mcdified Consent Decree.

Certification

AT&T BellSouth shall annually file a declaraticn by an officer of the corporation attesting that
AT&T/BellSouth has substannally complied with the tenns of these commitments 11 all material

I” S¢0 Unized Stares . $BC Comuminicanions. Jrc.. Crval Action No. 1OSCVE2102. Final Judgwent (D.D.C. filed

720033

Ot 27,
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respects. The firot declaration shall be filed 45 days following the oae-vear amnsversary of the Merger
Closing Date. and the second. third. and fourth declarations shall be filed cne. rwo. and three vears
shereafter. respectively.
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