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Service Commission’s Orders No. PSC-01-1181-FOF-TP and No. PSC-
01-2051-FOF-TP, rendered Oct. 18, 2001, in Docket No. 990649-TP,

In re: Investigation into pricing of unbundled network elements.

Those final orders require Appellants to purchase unbundled
network elements from BellSouth Telecommunications, Inc., based
on a cost model, inputs and assumptions that result in rates.
that violate the federal Telecommunications Act of 1996 and its
implementing regulations, that were arbitrarily and capriciously
determined without regard for the evidence before the PSC, and
that are otherwise contrary to law. Copies of the orders are
attached hereto as Exhibits A and B, respectively.

WorldCom hereby reserves for independent adjudication in

federal court, as provided by the holdings of England v.

Louisiana State Board of Medical Examiners, 375 U.S. 411 (1964),
and its progeny, all federal questions raised in this appeal.
WorldCom informs the Court of the existence of its complaint
containing claims based on federal law filed today in the United
States District Court for the Northern District of Florida, MCI
WORLDCOM Communications, Inc., and MCImetro Access Transmission

Services LLC v. BellSouth Telecommunications, Inc., et al., in

order to permit this Court, to the extent it ultimately retains

jurisdiction over this matter, to resolve WorldCom’s state law
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claims in light of the pending federal claims, as required by the

holding in Government & Civic Employees Organizing Committee v.

Windsor, 353 U.S. 365 (1957).

Respectfully submitted,
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William Single, IV Carolyn S. Raepple (FB¥ 529142)
Jeffrey A. Rackow Hopping Green & Sams, P.A.
WorldCom, Inc. 123 South Calhoun Street
1133 19th Street, N.W. Tallahassee, FL 32301
Washington, DC 20036 (850) 222-7500

(202) 736-6096
Donald B. Verrilli, Jr.
Michael B. DeSanctis
Jenner & Block, LLC
601 13th Street, N.W.
Washington, DC 20005
(202) 637-6323
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF FLORIDA

TALLAHASSEE DIVISION

MCI WORLDCOM COMMUNICATIONS, INC.,
A Delaware corporation; and
MCIMETRO ACCESS TRANSMISSION
SERVICES LLC, a Delaware
corporation,

Plaintiffs,
V.

BELLSOUTH TELECOMMUNICATIONS
INC., a Georgia corporation;

the FLORIDA PUBLIC SERVICE
COMMISSION; E. LEON JACOBS, JR.,
in his official capacity as
Chairman of the Florida Public
Service Commission; and J. TERRY
DEASON, LILA A. JABER, BRAULIO L.
BAEZ and MICHAEL A. PALECKI, in
their official capacities as
Commissioners of the Florida
Public Service Commission,

Defendants.
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ii. ACRONYMS AND ABBREVIATION

ACRONYMS AND ABBREVIATIONS

AA Allocation Area

ACAC Access Customer Advocate Center

ADSL Asymmetrical Digital Subscriber Line

ADUF Access Daily Usage File

AFIG Address and Facility Inventory

AIN Advanced Intelligent Network

ALEC Alternative Local Exchange Company

ALLTEL ALLTEL Communications Services, Inc.

AM Administrative Module

AT&T AT&T Communications of the Southern States

ATM Asynchronous Transfer Mode

BARRA A financial data firm that provides beta
estimates

BCC BellSouth Cost Calculator

BCPM Benchmark Cost Proxy Model

BR Brief

BRI Basic Rate Interface (i.e., Integrated
Services Digital Network - ISDN-BRI)

BSCC BellSouth Cost Calculator

BellSouth BellSouth Telecommunications, Inc.

BSTLM BellSouth Telecommunications Loop Model

BT Building Terminal

Caller ID Caller Identification

CAPM Capital Asset Pricing Model
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ACRONYMS AND ABBREVIATIONS

CATV Cable Television

CcC Common Carrier

CCP Change Control Process

CCs 100 call seconds

CcCcs7 Common Channel Signaling Network

CFR Code of Federal Regulations

CMP | Communications Module Processor

CNAM Calling Name Database Service

Cco Central Office

CO I&M Central Office Installation and Maintenance

COMAP Central Office Monthly Allocation Process

Comptel Competitive Telecommunications Association

COMPUSTAT A financial database

CPG Circuit Provisioning Group

CRSG Complex Resale Services Group

CsA Carrier Serving Area

DA Directory Assistané¢e or Distribution Area

DAML Digital Added Main Lines

d/b/a Doing business as

DCF Discounted Cash Flow

DCOP Dedicated Central Office Plant

DLC Digital Loop Concentrator or'Digital Loop
Carrier

DLR Design Layout-Record

DN Docket Number
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ACRONYMS AND ABBREVIATIONS
DSL Digital Subscriber Line
DSLAM Digital Subscriber Line Access Modems
DT Distribution Terminal
EBAC Equipment Billing Accuracy Center
EDS Electronic Data Systems, Inc.
EEL Extended Link
EF&I Engineered, Furnished, and Installed
E&I Engineer and Install
EODUF Enhanced Optional Daily Usage File
EXH Exhibit
FCC Federal Communications Commission
FCCA Florida Competitive Carriers Association
FCTA Florida Cable Telecommunications
Association, Inc.
FDI Feeder Distribution Interface
FITL Fiber-In-The-Loop
FLEC Forward-Looking Economic Cost

Florida Digital
Network

Florida Digital Network, Inc.

FOC Firm Order Confirmation

FRN Facility Reservation Number

Ft. Feet

GAAP Generally Accepted Accounting Principles
GIS Geographic Information System

GTEFL GTE Florida Incorporated
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ACRONYMS AND ABBREVIATIONS

HAI model Formerly Hatfield model

HCPM Hybrid Cost Proxy Model

HDSL High Bit-Rate Digital Subscriber Line

IBES Institutional Brokerage Estimate System

ICB Individual Case Basis

ID Identification

IDLC Integrated Digital Loop Carrier

IDSL Integrated Services Digital Network Digital
Subscriber Line

IDST Integrated Digital Service Terminal

ILEC Incumbent Local Exchange Company

INC Intra-building Network Cable

Intermedia Intermedia Communications Inc.

IOF Interoffice

ISDL Integrated Services Network Digital
Subscriber Line

ISDN Integrated Services Digital Network

ISUP ' Integrated Services Digital Network

IXC Interexchange carrier

Kft. Kilofeet (Also Kft.)

L&B Land and Building

LCC Line Class Code

LCsC Local Carrier Service Center

LEC Local Exchange Company

LENS Local Exchange Navigation System
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ACRONYMS AND ABBREVIATIONS

LFACS Loop Facility Assignment Control System

LIDB Line Information Data Base

LMU Loop Make-Up

LMS , Link Monitoring System

LNP Local Number Portability

LSR Local Service Request

WorldCom MCIMetro Access Transmission Services, LLC,
and WorldCom Technologies, Inc.

MDF Main Distribution Frame

MDTE Massachusetts Department of
Telecommunications and Energy

MDU Multiple Dwelling Unit

MGC MGC Communications, Inc.

MOU Minutes of Use

MPOE Minimum Point of Entry to the Customer
Premises

MSA Metropolitan Statistical Area

MST Minimum Spanning Tree

MSRT Minimum Spanning Road Tree

MTU Mulitple Tenant Unit

NCAT Network Cost Tool Analysis

NED Network Interface Device

NGDLC Next Generation Digital Loop Carrier

NID Network Interface Device

No. Number

Northpoint Northpoint Communications, Inc.
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ACRONYMS AND ABBREVIATIONS
NRC Non-Recurring Charge
NTW Network Terminating Wire
ODUF Optional Daily Usage File
OPSE Outside Plant Engineering
PSPC Outside Plant Construction
osp outside plant
0sSs Operation Support Systems
O&T One Plus Terminating Usage
PBX Private Branch Exchange
PIC Polyethylene Insulated Cable
PICS Network Planning & Engineering
POD Production of Documents
POTS Plain 0ld Telephone Service
PSC Public Service Commission
PSE Plant Specific Expense
RBHC Regional Bell Holding Companies
RAF Regulatory Assessment Fee
RBHCs Regional Bell Holding Companies
RC Recurring Charge
RCF Remote Call Forwarding
RMA Requiring Manual Intervention
RRD Revised Resistance Design
Rservice Report Services
RT Remoﬁe Terminal
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ACRONYMS AND ABBREVIATIONS

RTAP Resource Tracking Analysis and Planning

RTU Fee Right-To-Use Fee

SAC Service Advocacy Center

SAI Serving Area Interface

SAIC Science Applications International
Corporation

SBC Southwestern Bell Telephone Company

SCIS/IN Switching Cost Information
System/Intelligent Network

SCIS/MO Switching Cost Information System/Model
Office

SCP Service Control Point

SCR Selective Carrier Routing

SDSL Symmetric Digital Subscriber Line

SE&P Supporting Equipment and Power Loadings

SEC Securities and Exchange Commission

SI Service Inquiry

SL Service Level

SM Switch Module

SMEs Subject Matter Experts

SMS Service Management System or Switch Modules

SONET Synchronous Optical Network

S &P Standard & Poor’s Industry Survey

Sprint Sprint-Florida, Incorporated

SRT Service Readiness Testing

SST Simplified Switching Tool
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ACRONYMS AND ABBREVIATIONS

SST-U Simplified Switching Tool - Usage

SST-P Simplified Switching Tool - Ports

557 Signaling System 7

SSI&M Special Services Installation & Management

STI Standard Time Increment

STP Signaling Transfer Point

Supra Supra Telecommunications and Information
Systems

TAG Telecommunications Access Gateway

TCAP Transaction Capabilities Application Part

TELRIC Total Element Long Run Incremental Cost

TFP Total Factor Productivity

TIRKS Trunk Integrated Recordkeeping System

TNM Total Network Management

TPI Telephone Plant Index

TR Transcript

TRA Telecommunications Resellers, Inc.

TSLRIC Total Service Long Run Incremental Cost
Study

UCL Unbundled Copper Loop

UCL-L Unbundled Copper Loop-Long

UCL-Short Unbundled Copper Loop-Short

UuDC Universal Digital Channel

UDLC Universal Digital Loop Carrier

UL Unbundled Loop
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ACRONYMS AND ABBREVIATIONS

ULM Unbundled Loop Modification

ULM-BT Unbundled Loop Modification-Bridged Tap
ULM/LC-L Unbundled Loop Modification Load Coil-Long
ULM/LC-S Unbundled Loop Modification Load Coil-Short
ULM-BT ULM Bridged Tap

UNE Unbundled Network Element

UNEC Unbundled Network Element Center or UNE

Center

USF Universal Service Fund

USL-D Sub-Loop Distribution

USL-F Sub-Loop Feeder

USLC Unbundled Subloop Concentration

Usa United States Telephone Association

UsoA Uniform System of Accounts

USTA United States Telephone Association
Verizon Formerly GTE Florida Incorporated

VG Voice Grade

WEFA Wharton Econometric Forecasting Associates
WFA Work Force Administration

WMC Work Management Center

XDSL "x” distinguishes various types of DSL
Zacks A firm that provides earnings estimates
I. CASE BACKGROUND
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The federal Telecommunications Act of 1996 (Act) made sweeping
changes to the regulation of telecommunications common carriers in
this country. Of particular importance, it provided for the
abolishment nationwide of the incumbent local exchange carriers’
monopolies over the provision of local exchange service. The Act
envisioned three entry strategies by firms into the local exchange
services market: (1) through resale of the incumbent’s services;
(2) via pure facilities-based offerings, thus only requiring a
competitor to interconnect with the incumbent’s network; and (3)
through a hybrid involving the leasing of unbundled network
elements (UNEs) of the incumbent’s network facilities, typically in
conjunction with network facilities owned by the entrant.

Although the Act generally spelled out the broad policy terms,
the implementation details were left to the Federal Communications
Commission (FCC). Specifically, the Act required that the FcC-
promulgate rules to implement the resale, interconnection, and UNE
requirements within six months after passage of the Act. The rules
subsequently established by the FCC provided detailed
implementation requirements for pricing and provision of services.
Of particular importance to our proceeding, the FCC’'s Local
Competition Order, released August 8, 1996, included in its pricing
rules a rule, 51.507(f), which requires each state commission to
establish rate zones for UNEs (the deaveraging rule). That rule
states:

State commissions shall establish different
rates for elements in at least three defined
geographic areas within the state to reflect
geographic cost differences.

47 C.F.R. §51.507(f).

Since the establishment of the pricing rules, these rules have
been the subject of a number of court decisions and FCC actions,
which have directly impacted this issue and its resolution. The
legal challenges continue to this day.

In response to various appeals, including that of this
Commission, the U.S. Court of Appeals for the Eighth Circuit
(Eighth Circuit) stayed the FCC'’s pricing rules on September 27,
1996. On July 18, 1997, the Eighth Circuit vacated the pricing
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rules on the grounds that the FCC lacked jurisdiction.

However, on

January 25, 1999, the U.S. Supreme Court reversed the Eighth
Circuit’s decision with regard to the FCC’s jurisdiction over the
pricing rules.

In FCC Order 99-86, released May 7, 1999, in CC Docket No. 96-
98, the FCC stayed its deaveraging rule, stating:

FCC Order

Id. at §4.

In this Order we issue a sua sponte stay of
the effectiveness of section 51.507(f) of the
[FCC’'s] rules. Section 51.507(f) requires each
state commission to establish at least three
geographic rate zones for unbundled network
elements and interconnection that reflect cost
differences. The stay shall remain in effect
until six months after the [FCC] issues its
order in CC Docket No. 96-45 finalizing and
ordering implementation of high-cost universal
service support for non-rural local exchange
carriers (LECs) under section 254 of the
Communication Act of 1934, as amended.

99-86 at 1.

Because of the Eighth Circuit’s decisions, the
section 251 pricing rules were not in effect
for approximately two-and-a-half years. During
that time, not all states established at least
three deaveraged rate zones for unbundled
network elements and interconnection. Some
have taken no action yet regarding
deaveraging; others have affirmatively decided
to adopt less than three zones. A temporary
stay will ameliorate the disruption that would
otherwise occur, and will afford the states an
opportunity to bring their —rules into
compliance with section 51.507(f).
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Oon November 2, 1999, the FCC released Order 99-306 in CC
Docket No. 96-45, which lifted the stay of the deaveraging rule
effective May 1, 2000, stating that:

[Bly that date, states are required to
establish different rates for interconnection
and UNEs in at least three geographic areas
pursuant to section 51.507(f) of the
Commission’s rules.

FCC Order 99-306 at 9120.

Additionally, on November 5, 1999, the FCC released FCC Order
99-238 addressing the U.S. Supreme Court’s remand of FCC Rule 47
C.F.R. §51.319 back to the FCC for proceedings to determine which
unbundled network elements should be made unconditionally available
consistent with the Court’s interpretation of Sections 251 (c) (3)
and 251(d) (2) of the Act. See AT&T Corp. v. Iowa Utils. Bd., 525
U.S. 366 (1999).

On July 18, 2000, the Eighth Circuit rendered a decision in
which it vacated many of the FCC’s UNE pricing rules, including
Rule 51.505(b) (1) . That decision provides in part that “[t]he total
element long-run incremental cost of an element should be measured
based on the use of the most efficient telecommunications
technology currently available and the lowest cost network
configuration, given the existing location of the incumbent LEC’'s
wire centers.” The Court held the FCC’s TELRIC standard to be
impermissibly hypothetical, in violation of “the plain meaning of
the Act.” See Iowa Utilities Bd. v. FCC, 219 F.3d 744. The Order
explained that Congress intended UNE rates to be based on “the cost
of providing the actual facilities and equipment that will be used
by the competitor, and not some state of the art presently
available technology ideally configured but neither deployed by the
ILEC nor to be used by the competitor.” Id.

The Eighth Circuit, however, stayed its order on FCC Rule
51.505(b) (1) on September 22, 2000, pending review by the Supreme
Court, which granted the petitions for certiorari filed regarding

. the Eighth Circuit’s decision.

A. PETITION OF THE COMPETITIVE CARRIERS
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On December 10, 1998, the Florida Competitive Carriers
Association (FCCA), the Telecommunications Resellers, Inc. (TRA),
AT&T Communications of the Southern States, Inc. (AT&T), MCIMetro
Access Transmission Services, LLC and WorldCom Technologies, Inc.

(WorldCom) , the Competitive Telecommunications Association
(Comptel), MGC Communications, Inc. (MGC) , Intermedia
Communications Inc. (Intermedia), Supra Telecommunications and

Information Systems (Supra), Florida Digital Network, Inc. (Florida
Digital Network), and Northpoint Communications, Inc. (Northpoint)
(collectively, “Competitive Carriers”) filed their Petition of
Competitive Carriers for Commission Action to Support Local
Competition in BellSouth’s Service Territory. Among other matters,
the Competitive Carriers’ Petition asked that we set deaveraged

unbundled network element (UNE) rates. The petition was addressed

in Docket No. 981834-TP.

On May 26, 1999, we issued Order No. PSC-99-1078-PCO-TP,
granting in part and denying in part the Competitive Carriers’
petition. Specifically, we granted the request to open a dgeneric
UNE pricing docket for the three major incumbent 1local exchange
providers, BellSouth Telecommunications, Inc. (BellSouth), Sprint-
Florida, Incorporated (Sprint), and GTE Florida Incorporated
(GTEFL, now Verizon). Accordingly, Docket No. 990649-TP was opened
to address the deaveraged pricing of UNEs, as well as the pricing
of UNE combinations and nonrecurring charges. The matter was

subsequently set for an administrative hearing on December 13-15,
1999.

A prehearing conference was held on December 2, 1999. At the
prehearing conference, the parties and our staff indicated that a
procedural stipulation had been proposed to deal with the
requirements of the FCC’s orders. However, it became clear during
discussions that additional time was required in order to finalize
the document. Subsequently, on December 7, 1999, the parties filed
a Stipulation of Certain Issues and Schedule of Events
(Stipulation). The Stipulation addressed procedural aspects of
this proceeding in response to the FCC’s Order No. 99-238. All of
the parties to this proceeding at that time signed the stipulation.

Among other things, the stipulation addressed ground rules by
which UNEs should be considered for deaveraging and the type of
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cost studies upon which the prices for the deaveraged UNEs should
be based. The stipulation also addressed the filing of cost
studies for UNE combinations, cost studies for UNEs, the
information that should be filed with the cost studies, and the
time frames for filing these cost studies. Finally, the parties
included a proposed revised schedule for hearings in this
proceeding.

By Order No. PSC-99-2467-PCO-TP, issued December 17, 1999, the
joint stipulation was approved, and the hearing, then scheduled for
December 13-15, 1999, was canceled.

By Order No. PSC-00-0380-S-TP, issued February 22, 2000, the
Commission approved an Interim Rate Stipulation pending the
completion of the permanent pricing proceedings in this docket.

The Interim Rate Stipulation provides for interim deaveraged
loop rates for BellSouth, Verizon, and Sprint-Florida. The interim
deaveraged rates became effective on May 1, 2000. Under the Interim
Rate Stipulation, those rates will remain in effect until this
Commission sets permanent deaveraged rates, or until June 30, 2001,
whichever is sooner. Such rates are available to parties which have
an interconnection agreement with the respective incumbent local
exchange carrier. The interim rates will not be subject to true-up
once permanent rates have been set.

B. THE HEARINGS

In its Second Revised Order on Procedure, Order No. PSC-00-
0540-PCO-TP, issued March 16, 2000, an administrative hearing was
scheduled for July 17 through July 21, 2000, in which all ILECSs
would participate. A second hearing would be held on September 20
through 22, 2000, that would cover Verizon’s costs for UNE
combinations, dark fiber, and sub-loops, including intra-building
cable owned by the ILEC.

On April 17, 2000, BellSouth, Sprint and Verizon
(collectively, the ILECs) filed cost studies to be used in the
establishment of recurring UNE rates. On May 1, 2000, the ILECs
filed cost studies for non-recurring rates, along with direct
testimony and exhibits. Pursuant to Order No. PSC-00-0540-PCO-TP,
ALECs were scheduled to file rebuttal testimony and exhibits on
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June 1, 2000, and ILECs were to file rebuttal testimony on June 26,
2000.

A Commission workshop was held on June 2, 2000, to discuss
purported problems with the BellSouth cost models, to facilitate
the dissemination of information regarding possible adjustments to
allow the model to perform in the manner prescribed, and to discuss
the motions for continuance and for extension of time. Following
the workshop, an Oral Argument was convened to address the Joint
Motion for Extension of Time and the Motion for Continuance. As a
result of the workshop, BellSouth agreed to give further direction
on ways to remedy the problems with its cost models and to

disseminate any updates through e-mail to the parties and our
staff.

BellSouth’s loop cost model appeared to be the primary -

stumbling block in moving this docket forward. However, the
parties generally agreed that the BellSouth model appeared to be
fundamentally sound. Some ALECs admitted in the workshop that they
simply did not have the resources to analyze the BellSouth cost

model, and were deferring to AT&T to perform any necessary
analysis.

As a result, the hearing was bifurcated, such that issues
which did not significantly hinge upon the BellSouth cost model for
loops would be addressed at the hearing beginning July 17, 2000.
The remaining issues were to be addressed at a separate hearing to
take place from September 19 through September 22, 2000.

Prehearing statements were filed by the parties on June 26,
2000. Verizon, BellSouth, Sprint, ALLTEL, FCTA, Supra, and Time
Warner filed prehearing statements individually. The FCCA, AT&T,
WorldCom, Intermedia, and Z-Tel, referred to herein as the “FCCA”
filed a joint prehearing statement. BlueStar Networks, Inc., DIECA
Communications, Inc. d/b/a Covad Communications Company, and
Rhythms Links Inc. also filed a joint prehearing statement. This
group is referenced herein as the “Data ALECs.” On June 28, 2000,
Time Warner and FCTA each filed a supplemental prehearing
statement. A prehearing was held on July 6, 2000.
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An administrative hearing was held on July 17, 2000, on the
Part One issues identified in Order No. PSC-00-2015-PCO-TP, issued
June 8, 2000.

Pursuant to a stipulation of the parties, only certain
witnesses were required to appear at the July 17-19, 2000, hearing.
The prefiled testimony of the witnesses that did not appear was
entered into the record and cross-examination was waived.
BellSouth’s witnesses were Alphonso J. Varner, Daonne Caldwell, Dr.
Randall S. Billingsley, G. David Cunningham, and W. Keith Milner.
Verizon’s witnesses were Dennis B. Trimb<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>