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I. IDENTIFICATION OF WITNESS

PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION
WITH THE QWEST CORPORATION.

My name is Robert H. Brigham. My business address is 1801 California Street,
Denver, Colorado, and | am currently employed as a Staff Director in the Public

Policy department. | am testifying on behalf of Qwest Corporation (“Qwest”).

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
EMPLOYMENT EXPERIENCE.

In 1983, | received a Master of Business Administration (MBA) degree from the
University of Colorado in Denver, Colorado. My area of emphasis was financial

analysis. | received a Bachelor of Arts degree in 1974 from Stetson University.

I began my employment with Qwest (formerly Mountain Bell and U S WEST) in
1976. Between 1976 and 1980, | held various positions in the Mountain Bell
Commercial (marketing) department. In 1980, I accepted the position of Analyst in
the Cost, Rates and Regulatory Matters department, working primarily on the
development of embedded cost data. In June 1987, | accepted the position of
Manager in the U S WEST Service Cost organization, with responsibility for
economic analysis and the development of incremental costing methodologies. In
September 1992, | accepted the position of Director- Product Cost Specialist, and
assumed responsibility for developing and supporting U S WEST cost studies in
formal regulatory proceedings, and representing U S WEST in costing and pricing
workshops sponsored by various regulatory commissions in the U S WEST region.

Between May 1994 and June 1997, | served as Director- Product and Market Issues.

[PUBLIC VERSION]
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In that position, I managed competitive and local interconnection issues for
U S WEST and supported U S WEST’s interconnection negotiation and arbitration
efforts. In June, 1997, | rejoined the U S WEST cost organization as Director-
Service Costs, where | was responsible for managing cost issues, developing cost
methods and representing Qwest in proceedings before regulatory commissions.
I held this position until April 2004, when | assumed my present responsibilities. In
my current role, | represent Qwest on issues concerning pricing, competition and

regulatory issues.

HAVE YOU PREVIOUSLY SUBMITTED TESTIMONY BEFORE THE
OREGON COMMISSION?

Yes. | have submitted testimony before this Commission on several occasions. In
1995 | presented pricing testimony in docket UM 351; in 1997 | presented cost
testimony in docket UT 138; in 1998 | presented testimony in docket UM 773; and
in 1999 1 presented cost testimony in docket UT 125. In addition, | have
participated in many workshops involving cost issues (most recently in 2003), and
was U S WEST’s primary representative in the “building block™ cost workshops

conducted in docket UM 351.

HAVE YOU TESTIFIED BEFORE OTHER STATE REGULATORY
COMMISSIONS?

Yes. | have presented testimony before commissions in Arizona, Colorado, lowa,
Minnesota, Montana, Nebraska, New Mexico, North Dakota, South Dakota, Utah

and Wyoming.
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Il. PURPOSE, BACKGROUND AND SCOPE

A. Purpose of Testimony

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

On June 21, 2004, Qwest filed its “Petition to Exempt from Regulation Qwest’s
Switched Business Services” with the Commission, pursuant to Oregon Revised
Statute (“ORS”) 759.030(2) through (4) and Oregon Administrative Rule (“OAR”)
860-032-0025. The purpose of my testimony is to demonstrate, in support of this

petition, that the statutory criteria established in ORS 759.030 have been met.

First, I will demonstrate, per ORS 759.030(4)(a), that “services are available from
alternative providers in the relevant market” for switched business services
customers throughout Oregon. Second, | will demonstrate, per ORS 759.030(4)(b),
that “the services of alternative providers (offering switched business services) are
functionally equivalent or substitutable (for Qwest services) at comparable rates,
terms and conditions.” Third, | will demonstrate, per ORS 759.030(4)(c), that there
are no “economic (and) regulatory barriers to entry” in the business switched

services market in Oregon.

My testimony describes both the intramodal and intermodal competitive options
available to business customers in Oregon, and demonstrates that there are
numerous alternative providers competing with Qwest in the business switched
services market. These providers are offering services that are “functionally
equivalent or substitutable (for Qwest services) at comparable rates.” For a service

to be “functionally equivalent or substitutable,” it need not be identical to a Qwest

[PUBLIC VERSION]
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service. Rather, the key question is whether the competitive service represents a
good enough substitute that it has the effect of constraining Qwest’s ability to raise

prices for its services.

HOW IS YOUR TESTIMONY ORGANIZED?

Section 11-B of my testimony describes how | have utilized the Staff’s Survey
Results Report issued on July 27, 2005, and Section I1-C describes the statutory and
rule-related criteria that must be met before a service may deregulated in Oregon.
Section Il of my testimony summarizes Qwest’s petition, and describes the
services that it seeks to deregulate in this proceeding. Section IV demonstrates that
the conditions outlined in ORS 759.030(4)(a) have been met; Section V
demonstrates that the conditions outlined in ORS 759.030(4)(b) have been met; and
Section VI demonstrates that the conditions outlined in ORS 759.030(4)(c) have
been met. Section VII provides a description of some of the major Competitive
Local Exchange Carriers (“CLECs”) that are competing with Qwest in Oregon, and
Section VIII demonstrates that wireless and VVolP-based services provide switched
business customers with real competitive options to Qwest switched business
services. Section IX discusses some additional considerations, and Section X
provides a summary of how switched business services are regulated in other Qwest

states.

B. The Commission Competitive Survey Results

DOES YOUR ANALYSIS OF COMPETITION IN OREGON CONSIDER
THE RESULTS OF THE COMMISSION’S SURVEY OF COMPETITION?

[PUBLIC VERSION]
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Yes. My testimony considers the UX 29 Survey Results as reported by the
Commission Staff in its July 27, 2005 memorandum. However, the survey data is
incomplete and therefore its usefulness is limited. The Survey Results do not serve

as the cornerstone for the competitive analysis contained in my testimony.

WHAT ARE THE LIMITATIONS OF THE STAFF’S SURVEY RESULTS
REPORT?

While the survey represents a very positive effort to obtain competitive information
from CLECs, the Survey Results as contained in Staff’s July 27th report do not
provide a complete picture of the level of competition in the Oregon business
switched services market. First, since several CLECs apparently did not respond to
the survey, the reported CLEC line counts contained in Attachments 2 and 3 of the
Survey Results Report are, in aggregate, understated. Second, in order to protect
the identity of CLECs, the report redacts all CLEC line data for rate centers and/or
services that have less than four participating CLECs. Thus, there are no line
quantities reported in Attachments 2 and 3 for various services in various rate
centers, a problem that is more acute in the more rural wire centers that often have
fewer than four reporting CLECs. Third, the Survey Results Report does not

contain any of the pricing information requested of CLECSs.

DO YOU HAVE AN IDEA AS TO HOW MANY CLECs THAT ARE
ACTIVE IN OREGON DID NOT RESPOND TO THE SURVEY?

Yes. The Survey identifies [Confidential- XX] CLECs that reported access lines in
Oregon as of February, 2005." As described below, Qwest’s competitive data

indicates that as of May, 2005, there are at least 50 CLECs offering competitive

1

UX 29 Survey Results Staff Report, July 27, 2005, Attachment 3, p. 1.
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switched services to business customers in Oregon, and Qwest knows, based on its
wholesale billing records, that 48 of these CLECSs are purchasing wholesale services
(i.e. unbundled network elements, resale and Qwest Platform Plus) from Qwest to
serve these customers. Thus, [Confidential- xxxxxxxxxxxxxx] of the CLECs

serving business retail customers in Oregon are not included in the Survey Results.?

DO THE SURVEY RESULTS UNDERSTATE CLEC ACCESS LINES IN
OREGON?

Yes. Attachment 3 of the Survey Results Report identifies [Confidential-
XXXXXX] aggregate CLEC retail switched business lines in Qwest’s Oregon
territory as of February 28, 2005, [Confidential- XXXXX] of which are fully self-
provisioned. Qwest wholesale billing records show that as of May 31, 2005,
CLECs were purchasing [Confidential- XXXXX] wholesale business switched lines
(i.e. unbundled network elements, resale, unbundled network element-platform, and
Qwest Platform Plus) from Qwest. Thus, the Survey’s reported CLEC switched
business line total of [Confidential- XXXXX], which includes fully self-provisioned
lines, is less than the [Confidential- XXXXX] wholesale lines CLECs purchased

from Qwest, which does not include lines that are fully self-provisioned by CLECs.

There are [Confidential- XXXXX] fully self-provisioned CLEC retail switched
business lines per the survey, and there are [Confidential-XXXXXX] wholesale lines

that CLECs are purchasing from Qwest. Therefore, there are at least [Confidential-

2

While the number of CLECs may have fluctuated somewhat between February and May, 2005, any
changes over this time period cannot account for the wide disparity in the number of CLECs.
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XXXXXX] CLEC switched business services lines in Oregon.® This, of course, well

surpasses the [Confidential- XXXXXX] CLEC lines reported in the Survey Results.

It is clear that the Survey Results, as provided in the Staff Report, understate the
overall level of switched business services competition in Oregon. The level of

understatement varies by rate center and by service.

HOW SHOULD THE SURVEY RESULTS BE USED IN THIS
PROCEEDING?

While the Survey Results Report does contain useful information, the data must be
used with caution, given that the report understates CLEC access lines. For
example, the CLEC market shares calculated in Attachments 2 and 3 are
understated, since they are based on an accurate count of Qwest lines and an
understated count of CLEC lines. Because of these understatements, the Survey
Results Report should not be used by itself to determine the level of existing

competition for business services in Oregon rate centers.

Later in my testimony, | will provide an analysis of Oregon competition that relies
on Qwest data to determine the number of CLEC business switched lines that
utilize Qwest facilities (i.e. unbundled loops, unbundled network element platform,
resale and Qwest Platform Plus). This data is more accurate than the Survey data
because it is based on wholesale billing records, and includes all CLECs. However,
since Qwest records do not contain a count of CLEC lines that are fully self-

provisioned, my analysis will utilize the counts of fully self-provisioned lines from

®  The [Confidential- XXXXXX] wholesale lines provided by Qwest are as of May, 2005, while the
[Confidential- XXXXX] lines self-provisioned by CLECs are as of February, 2005. While there would
be some variation in line counts between the three months, the difference would not be substantial.

[PUBLIC VERSION]
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the Survey Results Report. While this data may be understated due to the fact that

several CLECs did not respond to the survey, it represents the best data available.

WILL YOU UPDATE YOUR TESTIMONY IF MORE COMPREHENSIVE
AND COMPLETE SURVEY DATA IS RECEIVED BY QWEST?

Yes. Qwest is seeking to obtain the redacted data in the survey under the protective
order in this proceeding, in order to perform a more comprehensive review of the
Survey data. Qwest also understands that additional CLECs may ultimately
respond to the Survey. If more complete Survey data is ultimately provided to

Qwest, I will update my testimony to reflect the updated data.

C. Applicable Legal and Regulatory Standards

PLEASE REVIEW THE STATUTORY STANDARDS THAT APPLY IN
THIS PROCEEDING.

ORS 759.030(2) provides that the Commission, upon receiving a petition and
following notice and investigation, may exempt from regulation
telecommunications services for which the Commission finds that (1) “price or
service competition exists,” or that (2) *“such services can be demonstrated by the
petitioner or the commission to be subject to competition,” or that (3) “the public
interest no longer requires full regulation thereof.” It should be noted that this
provision does not require that all of these criteria be met, but allows the

Commission to deregulate a service if any are met.

[PUBLIC VERSION]
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ORS 759.030(3)(a) requires that, upon petition by any telecommunications utility,
and after notice and hearing, the Commission shall exempt a telecommunications

service from regulation if price and service competition exist.

ORS 759.030(4) provides that prior to exempting a service from regulation under

ORS 759.030 (2) and (3), as described above, the Commission shall consider:

(@) The extent to which services are available from alternative providers in
the relevant market.

(b) The extent to which the services of alternative providers are functionally
equivalent or substitutable at comparable rates, terms and conditions.

(c) Existing economic or regulatory barriers to entry.

(d) Any other factors deemed relevant by the commission.

Q. PLEASE REVIEW THE ADMINISTRATIVE RULES THAT APPLY IN
THIS PROCEEDING.

A. OAR 860-032-025(1) restates the requirements in ORS 759.030(3)(a), OAR 860-

032-0025(2) restates the requirements of ORS 759.030(2), and OAR 860-032-
025(3) restates the requirements of ORS 759.030(4).

1. QWEST’S PETITION

A. Basis for Filing

Q. ON WHAT BASIS IS QWEST MAKING ITS REQUEST FOR THE
COMMISSION TO EXEMPT SWITCHED BUSINESS SERVICES FROM
REGULATION?

[PUBLIC VERSION]



© 00 N oo o B~ O w N

I
(AN =)

12

13
14
15
16
17
18
19
20
21
22
23
24
25

Qwest/1
Brigham/10

Qwest’s petition, filed on June 21, 2004 requests that the Commission exempt all of
Qwest’s retail switched business services in its Oregon service territory from
regulation pursuant to ORS 759.030 and OAR 860-032-0025. The Commission
subsequently suspended the filing and initiated a further investigation. As
described above, ORS 759.030(4) delineates the criteria the Commission must
consider when determining whether sufficient competition exists and/or whether the
public interest no longer requires regulation. My testimony expands on the
information provided in Qwest’s petition, and demonstrates that these criteria have
been met for each of the retail switched business services identified below and in

Exhibit Qwest/2.

B. Description of Qwest’s Request

WHAT SPECIFIC FREEDOMS IS QWEST REQUESTING IN ITS
DEREGULATION PETITION?

Qwest is seeking to exempt from regulation all rates, terms and conditions
associated with its retail switched business services in Oregon. Currently, Qwest is
required to file tariffs and price lists for its retail business services in the state, while
its unregulated competitors are not required to do so. If Qwest’s petition is granted,
Qwest will no longer be required to file tariffs and price lists for these services, and
it will achieve parity with its competitors in this regard. Deregulation of Qwest’s
retail business services will also remove these services from the current form of
regulation under ORS 759.410 and 759.425, and will allow the competitive market

to determine service pricing and terms.

[PUBLIC VERSION]
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WOULD DEREGULATION OF THESE RETAIL SERVICES RELIEVE
QWEST OF ANY WHOLESALE OBLIGATIONS?

No. The approval of Qwest’s application will have no impact on Qwest’s
wholesale service obligations, such as the provision of unbundled network elements
(“UNEs”) and the provision of retail services at a wholesale discount. Qwest would
still be required to conform with all federal regulatory requirements, such as those

defined in Section 271 and Sections 251/252.

IF QWEST’S PETITION WERE TO BE GRANTED, WOULD LEGAL
CONSTRAINTS REGARDING FAIR COMPETITION AND SERVICE
QUALITY REMAIN IN PLACE?

Yes. All existing legal constraints concerning fair competition, such as protections
from predatory pricing, will remain in effect for the services identified in Qwest’s
petition. In addition, rules applicable to the quality of retail services provided by

Qwest and CLECs will remain in place.

IF A SERVICE IN QWEST’S PETITION UTILIZES ELEMENTS FROM
ANOTHER SERVICE THAT ARE NOT IDENTIFIED IN QWEST’S
PETITION, DOES QWEST MAINTAIN THAT THE ENTIRE SERVICE
ARRANGEMENT SHOULD BE DEREGULATED?

No. For example, Asynchronous Transfer Mode (“ATM?”) service, described in
section 107 of Qwest’s Advanced Communications Services tariff, specifies that
“Private Line transport mileage and/or a Central Office Connecting Channel
(“COCC”) may be required™ in addition to ATM service elements, in order to

connect the Qwest serving wire center with the wire center of another ATM

4

P.U.C. Oregon No. 27, Advanced Communications Services, section 107, p. 3.
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provider. In this example, Qwest’s petition seeks relief only for the rate elements
identified in the ATM tariff; no regulatory change is sought for the Private Line

service elements cross-referenced in the ATM tariff.

Similarly, Frame Relay Service (“FRS”), which provides for high speed access to
and among Local Area Networks (“LANs”) via dynamic allocation of bandwidth,
cross-references Private Line tariffs for certain applications. The ATM tariff states:
“when a stand-alone access link is ordered, transport mileage may apply, at rates set
forth in Section 5 of the Private Line Transport Services Tariff.”> In this instance,
Qwest seeks no change in the prevailing regulation for transport mileage service,
and limits its request for relief solely to the FRS service elements contained in the

FRS tariff.

IF QWEST’S PETITION IS GRANTED, WILL QWEST HAVE THE
LATITUDE TO UNILATERALLY ABANDON CERTAIN BUSINESS
SERVICE MARKETS?

No. The Commission currently requires any provider of business retail services,
including Qwest and CLECs, to notify the Commission in writing of any plans to
discontinue services in Oregon (this applies to regulated and deregulated services).
Although Qwest has no current plans to discontinue any service, Qwest will
continue to abide by the Commission’s notification requirements should it

determine that discontinuance of a particular service is warranted.

IF THE COMMISSION GRANTS QWEST’S PETITION, HOW WILL THIS
BENEFIT OREGON BUSINESS CUSTOMERS?

5

P.U.C. Oregon No. 27, Advanced Communications Services, section 5, p. 9.

[PUBLIC VERSION]



© 00 N oo o B~ O w N

L e L o e S
~ o o b~ W N LB O

18

19
20
21
22
23

24
25
26
27
28

Qwest/1
Brigham/13

If the Commission grants Qwest’s petition, it would place Qwest on a more equal
footing with its many competitors in the switched business services market,
allowing Qwest to compete more effectively. Oregon businesses benefit if there is
a competitive market with a level playing field, where all carriers can respond to
market demands quickly, efficiently and creatively with no more regulation than is

necessary.

If Qwest’s request is granted, reduced regulation would provide Qwest with the
ability to offer business switched services with no regulatory filing, review and
approval, which saves time and resources and allows Qwest to react quickly to the
market—as its many competitors can. Granting of the Qwest petition would also
remove the requirements associated with the filing of “special contracts” which
vary from standard pricing, allowing Qwest to more quickly respond to a
customer’s unique needs. In addition, Qwest would be able to implement
promotions and special offers—a key marketing tool in a competitive market—

without regulatory filings.

C. Retail Switched Business Services in Qwest’s Petition

PLEASE DESCRIBE THE BUSINESS SERVICES QWEST IS SEEKING TO
DEREGULATE IN ITS PETITION.
The switched business services for which Qwest requests exemption from

regulation fall into three primary categories:

e Services that provide access to the network, such as flat-rated and
measured lines, private branch exchange (PBX) trunks and Centrex
services, including feature packages.

[PUBLIC VERSION]
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e Discretionary business features, which are software enhancements
available as access line or trunk options.

e Frame Relay and Asynchronous Transfer Mode (ATM) services (packet
switch-based services found in Qwest’s Advanced Communications
Services Tariff).

A comprehensive list of all the retail switched business services included in

Qwest’s petition is shown on Exhibit Qwest/2.

Q. WHICH OREGON TARIFFS OR PRICE LISTS CONTAIN THE SERVICES
FOR WHICH QWEST SEEKS RELIEF?

A. The retail business switched services for which Qwest seeks relief are included in

the following tariffs and price lists:

e Qwest Exchange and Network Services Tariff, PUC Oregon No. 29,
sections 5, 7, 9, 10, 14, 15, 105, 107, 109 and 115,

e Qwest Exchange and Network Services Price List, sections 5 and 105, and

e Qwest Advanced Communications Services Tariff, PUC Oregon No. 27,
sections 5 and 107.

These tariffs and price lists are all currently on file with the Commission. Copies of
the relevant portions of the tariffs and price lists, as well as an index of the sections

for these services, were attached as Exhibit B to Qwest’s petition.°

®  Due to the large number of pages of tariffs and price lists attached as Exhibit B to Qwest’s petition,

and the fact that these pages are all publicly available, they are not attached to my testimony but are
incorporated by reference.

[PUBLIC VERSION]
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IV. AVAILABILITY OF COMPARABLE SERVICES FROM ALTERNATIVE

PROVIDERS IN THE RELEVANT MARKET

A. The Relevant Market

WHAT IS THE RELEVANT MARKET TO BE CONSIDERED BY THE
COMMISSION IN THIS APPLICATION?
In this proceeding, the Commission should define the relevant geographic market

for retail business services to include all Oregon wire centers that Qwest serves.

WHY SHOULD THE RELEVANT MARKET INCLUDE ALL OF QWEST’S
OREGON WIRE CENTERS?

As | will describe below, Qwest is now experiencing a high level of competition for
its retail switched business services throughout its Oregon service territory.
Business service competition is not limited to large metropolitan areas such as
Portland, but extends also to the smaller Oregon communities that Qwest serves. In
fact, business customers are currently purchasing competitive local exchange

services in all of Qwest’s Oregon wire centers.

In addition, Qwest’s competitors are marketing business services to customers
throughout the state, indicating that they view the relevant market to be the entire
state. For example, AT&T, MCI and McLeod market business services to
customers in all of Qwest’s Oregon wire centers, for the most part offering the
same rates in different wire centers. Not only are CLECs marketing business
services throughout the state, but many competitors are also currently serving

business customers in a high percentage of Qwest’s wire centers:
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e AT&T is serving business customers in [Confidential- XX] of Qwest’s 77
Oregon wire centers.

e Oregon Telecom is serving business customers in [Confidential- XX] of
Qwest’s 77 Oregon wire centers.

e Eschelon is serving business customers in [Confidential- XX] of Qwest’s
77 Oregon wire centers.

e McLeod is serving business customers in [Confidential- XX] of Qwest’s
77 Oregon wire centers.

e Unicom is serving business customers in [Confidential- XX] of Qwest’s
77 Oregon wire centers.

e Ernest Communications is serving business customers in [Confidential-
XX] of Qwest’s 77 Oregon wire centers.

e MCI is serving business customers in [Confidential- XX] of Qwest’s 77
Oregon wire centers.

These competitors are marketing business services and serving business customers
throughout Qwest’s Oregon serving territory. Therefore, the relevant market for
switched business services should be defined to include all of Qwest’s Oregon wire

centers, and should not be defined by smaller geographical areas.

SHOULD THE COMMISSION CONSIDER EACH RETAIL BUSINESS
SWITCHED SERVICE AS A SEPARATE MARKET?

No. CLECs in Oregon typically offer a substantial range of exchange access
services (such as flat business lines, PBX trunks, etc.), as well as associated features
that business customers demand (such as call forwarding, voice messaging, etc). It
is also common for CLECs to offer service packages including access lines,
features, and in some instances long distance calling, at attractive rates that

incorporate volume discounts based on the combined services purchased. Thus, the
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market for all of these services must be considered as a whole. It would not be
appropriate to consider, for example, flat business service, analog PBX Trunks,
analog Centrex services, ISDN Basic Rate service, ISDN Primary Rate service and

features as separate and distinct markets.

DO BUSINESS CUSTOMERS OFTEN SUBSTITUTE ONE BUSINESS
SERVICE FOR ANOTHER?

Yes. Business products overlap, and customers can often meet their overall needs by
substituting one service for another. For example, a medium-sized business with a
need for several access lines may purchase analog PBX trunks, digital PBX trunks,
Centrex, ISDN PRI or basic business lines to meet its needs. While these services
are not identical from a technology standpoint, customers will substitute these
products for one another based on the relative price and the perceived level of
benefits they will receive. It would make no sense to consider these services to be in

different markets when customers can and do substitute these products for each other.

B. Overview of Competition in Oregon

PLEASE DESCRIBE THE NATURE OF BUSINESS LOCAL EXCHANGE
COMPETITION IN OREGON.

Competition in the local exchange telephone market has increased dramatically in
Oregon over the past few years, and it is clear that nearly all Oregon business
customers have competitive alternatives to Qwest’s retail business services. First,
business local exchange competition arises from “intramodal” competitors, including
Competitive Local Exchange Carriers (“CLECs”). These “wireline” providers serve

customers by building their own facilities, or by purchasing wholesale services from
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Qwest, including Unbundled Network Elements (“UNEs”), Qwest Platform Plus

(“QPP™), and retail services at a wholesale discount (i.e., resale).

Second, business local exchange competition arises from “intermodal” competitors,
including cable, wireless and Voice over Internet Protocol (“VolP”) providers.
While cable providers typically focus on residential customers, these providers do
offer local exchange service to business customers.” Wireless and Voice over
Internet Protocol (“VolP”) providers offer local exchange services that business
customers may purchase as a substitute for traditional “wireline” basic local
exchange service. The Commission should consider wireless and VolP-based
technologies as it evaluates “the extent to which services are available from

alternative providers in the relevant market.”

HOW MANY ALTERNATIVE “WIRELINE” PROVIDERS ARE
ACTIVELY OFFERING COMPETITIVE BUSINESS LOCAL EXCHANGE
SERVICES IN OREGON?

As shown in Confidential Exhibit Qwest/3, Qwest has identified at least 50 “active”
CLECs in Oregon.® These CLECs are currently purchasing wholesale services
(UNE Loops, Qwest Platform Plus™ (“QPP”), resale) or are offering local
exchange services over their own facilities. These CLECs are all listed in the
Commission’s website as being certified to provide local exchange service in
Oregon, and include national players such as AT&T and MCI, along with regional
CLECs that focus almost exclusively on the business market, such as Eschelon,

Integra and Oregon Telecom. These carriers all offer retail switched business

As | describe below, cable providers such as Comcast are now deploying VolP-based technology to
provide local exchange service in Oregon.

As | noted earlier, 48 of these CLECs are purchasing wholesale services (UNE Loops, Qwest Platform
Plus™ (“QPP”), resale) from Qwest.
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services that are competitive with Qwest’s business services in Oregon. In Section

VI, I will provide a description of several of these competitors.

In its report on “The Status of Competition and Regulation in the
Telecommunications Industry” in Oregon, this Commission noted that “[flrom
December 2002 through December 2003, the number of competitive carriers
operating in Oregon went from 101 carriers to 118 carriers. Forty-nine of those

companies offered switched (dial tone) service.”

Q. HAS QWEST NEGOTIATED NUMEROUS INTERCONNECTION
AGREEMENTS IN OREGON?

A. Yes. Interconnection agreements are the contracts established between local
incumbent carriers and CLECs, as mandated by the 1996 Telecommunications Act.
Qwest currently has 162 active interconnection agreements with CLECs in

Oregon,™ and nearly all of these agreements cover the entire state.

Q. HOW HAS COMPETITION IMPACTED THE LOCAL EXCHANGE
MARKET IN OREGON?

A. According to the FCC’s latest study on telephone competition, which analyzes the
ILECs and CLECs operating in Oregon, the level of local exchange competition
using traditional technology (i.e., not including VoIP or wireless, but including
cable) has grown significantly in the state. In the four-year period from December

2000 to December 2004, reported CLEC end user switched access lines*! in Oregon

See The Status of Competition and Regulation in the Telecommunications Industry, Oregon Public
Utility Commission, January, 2005, Executive Summary, p. 1.

% This includes 117 wireline agreements, 21 wireless agreements and 24 resale agreements.

11t is important to note that the FCC numbers are conservative, because the FCC does not require

reporting for carriers with fewer than 10,000 lines in Oregon. There are numerous CLECs in Oregon
with fewer than 10,000 lines.
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have increased from 99,326 to 317,675—an increase of more than 200%."* Over
the same time period, the switched access lines served by Qwest and other ILECs in
Oregon has declined from 2,109,510 to 1,697,357—a decrease of almost 20%.%
The FCC data shows that the CLEC local exchange market share (based on
wirelines) has grown steadily, from 4% in June 2000 to 16% in June 2004.** While
it includes both residence and business lines, the FCC data demonstrates that there
has been a dramatic increase in the level of competition in Oregon over the past

four years.

As CLEC market share has grown, and customers have availed themselves of
competitive alternatives, Qwest has experienced a significant decline in access
lines. During the time period from December 2000 to December 2004—the same
time frame evaluated using the FCC data described above—Qwest access lines in
Oregon declined from 1,384,224 to 1,057,249, a decline of more than 23%. Qwest
business lines declined from 396,911 to 251,818 over the same time period, a
decrease of more than 36%. There is no doubt that the competitive landscape has
changed dramatically over the past few years, and that competition in the Oregon

retail market—and especially in the business market—is robust.

Q. WHILE QWEST HAS BEEN LOSING LOCAL EXCHANGE ACCESS
LINES, WHAT HAS OCCURRED IN THE WIRELESS MARKET?

A. According to the FCC, the number of wireless subscribers in Oregon increased

from approximately 1,201,207 in December 2000 to 2,029,224 in December

2 See Local Telephone Competition: Status as of December, 2004, FCC Industry Analysis and
Technology Division, Wireline Competition Bureau, released July 8, 2005, Table 8.
B 1d., Table 9.

¥ 1d., Table 7
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2004—a 69% increase in four years.”> As | noted earlier, over this same time
period, total Oregon ILEC wireline access lines decreased almost 20%, while
Qwest wireline access lines decreased more than 23%. Thus, it is clear that
wireless service is gaining market share at the expense of wireline services; in fact,
there are now more wireless “lines” than wired lines in Oregon, according to the
FCC data. While it is clear that the explosion of wireless service is having a
significant impact in the residential market, wireless service is also impacting the

business market, especially for small businesses, as | describe below.

IS THE RAPID GROWTH OF VolP SERVICE HAVING AN IMPACT ON
LOCAL EXCHANGE COMPETITION?

Yes. While Qwest is experiencing significant competition from traditional CLECs
and wireless carriers, Qwest is also experiencing competitive pressure from VolP
providers. As | will discuss below, providers such as AT&T, Vonage, Packet8,
McLeod, MCI, XO and Covad are offering VolP-based basic local exchange and
interexchange services to business customers that directly compete with Qwest

business basic exchange services.

WILL YOU ADDRESS BOTH INTRAMODAL AND INTERMODAL
COMPETITION?

Yes. In the next section of my testimony | will describe the types of local exchange
wireline intramodal competition that Qwest faces in Oregon in more detail. In
Section VIII, 1 will discuss intermodal competition from wireless and VolP

providers. This analysis demonstrates that there is significant competition in the

5 See Local Telephone Competition: Status as of December 2004, FCC Industry Analysis and

Technology Division, Wireline Competition Bureau, released July 8, 2005, Table 13.
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business local exchange market today throughout Oregon, and that Oregon

businesses may purchase telephone services from many alternative providers.

C. Wireline Local Exchange Competition

Q. HOW DO TRADITIONAL “WIRELINE” CLECs COMPETE WITH
QWEST IN THE LOCAL EXCHANGE MARKET?

A. A traditional wireline CLEC may compete with Qwest in several ways. First, a

CLEC can serve end-user customers by building and utilizing its own facilities:

e A CLEC may provide its own switching facilities and equipment, but
purchase unbundled loops (“UNE-L”) from Qwest. | will refer to this as
switch facilities-based competition.

e A CLEC may build its own facilities to serve end users, without

purchasing any unbundled elements (e.g., loop, switching and transport)
from Qwest, which | will refer to as full facilities-based competition.

A CLEC may also serve end user customers solely via the purchase of wholesale

services from Qwest:

e A CLEC may purchase Unbundled Network Element Platform (“UNE-P”)
or Qwest Platform Plus (“QPP”) from Qwest.

e A CLEC may purchase Qwest retail services at a discount and resell the
service to end users.

1. Facilities-based Competition

Q. PLEASE DESCRIBE SWITCH FACILITIES-BASED COMPETITION.
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As noted above, when a CLEC serves end-user customers via switch facilities-
based competition, it provides its own switching functionality and purchases an
unbundled loop from Qwest to reach the end user. The prices for these UNE-L
loops are set by the Commission, and are reflected in Qwest’s Statement of
Generally Available Terms and Conditions (“SGAT”) and interconnection
agreements. In most cases, this loop is connected to a Main Distribution Frame
(“MDF”) at the Qwest central office. An Interconnection Tie Pair (“ITP”) connects
the MDF to an Intermediate Distribution Frame (“IDF”), and a Collocation
Termination provides the connection between the IDF and the CLEC’s equipment
located in its collocation space in the Qwest wire center. At this point, the circuit is

connected to the CLEC’s switch over CLEC facilities.

IS SWITCH FACILITIES-BASED COMPETITION A MAJOR FACTOR IN
THE OREGON COMPETITIVE LANDSCAPE TODAY?

Yes. As of May 2005, nineteen CLECs were purchasing [Confidential- XXXXX]
unbundled loop (“UNE-L”) lines from Qwest in Oregon, a [Confidential- XX%]
increase from December 2002. These loops are utilized along with CLEC
switching to provide local exchange service to end users. When UNE-L is provided
to a CLEC, Qwest is unable to determine whether the loop is used to serve a
residence or a business end-user customer. However, the CLECs that purchase the
vast majority of UNE-L from Qwest are focused almost exclusively on the business

market; thus it is clear that nearly all UNE-L lines serve business customers.

PLEASE DESCRIBE FULL FACILITIES-BASED COMPETITION.
When a CLEC is fully facilities-based, it provides services to end-user customers
utilizing its own loops, switching and transport. In this scenario, the CLEC need

not purchase any UNEs from Qwest.
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IS THERE A SIGNIFICANT LEVEL OF FULL FACILITIES-BASED
COMPETITION IN OREGON?

Yes. CLECs are providing service to end users entirely over their own facilities to
many Oregon residence and business customers. While full facilities-based cable
providers such as Comcast focus on the residential telephone market, other CLECs,
such as ELI and Time Warner Telecom, utilize their own loop facilities to serve
business customers. In fact, many competitors have placed fiber facilities that
allow them to serve customers directly, completely bypassing Qwest’s network.
Confidential Exhibit Qwest/4 includes maps of competitive fiber routes in the
Portland and Eugene areas, demonstrating that competitive fiber is in place in each
of these communities.’® Where competitive fiber is in place, Qwest’s competitors
can offer high-bandwidth access to their own switches, other CLEC switches and
customers thus completely bypassing Qwest’s network. Competitive fiber facilities
can be used to provide a wide range of business services, from basic voice services
such as local flat business and Centrex-type services, to sophisticated high-

bandwidth services such as Frame Relay.

DOES QWEST KNOW HOW MANY LOCAL EXCHANGE LINES IN
OREGON ARE SERVED BY FULL-FACILITIES-BASED CLECs?

Not precisely. When a CLEC is not using any Qwest facilities to provide service to
a customer, it does not purchase UNEs, QPP or retail services at the wholesale
discount, and therefore Qwest does not possess data on the CLEC’s retail lines.

However, the UX 29 Survey Results Report issued by Staff on July 27, 2005 does

16

Confidential Exhibit Qwest/4 provides the best information available to Qwest, based on research from
an outside vendor. Other carriers may have deployed additional facilities in the cities evaluated, and
elsewhere in Oregon. However, this information is closely held by these carriers and is not generally
available.
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shed some light on the level of full facilities-based competition in Oregon. While it
only includes lines for CLECs that responded to the survey, Attachment 3, page 2
identifies the total number of CLEC switched business lines served in a full
facilities-based manner in Oregon. According to the report, as of February, 2005,
there were [Confidential- XXXXX] full facilities-based lines in Oregon. This total
is conservative because it does not include lines for CLECs that did not respond to

the survey.

YOU HAVE DESCRIBED SWITCH AND FULL FACILITIES-BASED
COMPETITION. IN EACH CASE, END USERS ARE SERVED BY CLEC
SWITCHES. ARE THERE NUMEROUS CLEC CIRCUIT SWITCHES
SERVING END-USER CUSTOMERS THROUGHOUT OREGON?

Yes. Both full and switch facilities-based competitors use their own switches to
provide service to end-user customers. Thus, a measure of the level and breadth of
facilities-based competition can be obtained by identifying the number of CLEC
switches serving customers in Oregon. Based on the Local Exchange Routing
Guide (“LERG”) maintained by Telcordia, there are at least 57 CLEC switches
serving wireline local exchange customers in Qwest’s Oregon territory.” In many
cases, the area served by these switches is much larger than the geographic areas

served by Qwest switches.

ARE THERE OTHER WAYS TO MEASURE THE LEVEL OF
FACILITIES-BASED COMPETITION IN OREGON TODAY?

7| have included an excerpt from the LERG in Confidential Exhibit Qwest/5. In most cases, the LERG
data shows the specific type of switch serving each rate center in Oregon. For example, the LERG
identifies a switch as a Lucent 5ESS or a Nortel DMS100.
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Yes. Local Interconnection Services (“LIS”) trunks are facilities that are used by
CLECs to connect CLEC-owned switches to Qwest switches for the exchange of
local traffic.’® Therefore, the existence of LIS trunks in a rate center indicates that

facilities-based competition (either full or switch-based) exists in the rate center.

HOW MANY LIS TRUNKS ARE THERE IN OREGON?

Confidential Exhibit Qwest/6 provides the number of LIS trunks by exchange in
Oregon. As of May 31, 2005, there were [Confidential- XXXXXX] LIS trunks in
Oregon, which is indicative of the significant level of facilities-based competition in

the state.

2. UNE-P and QPP Competition

PLEASE DESCRIBE HOW A CLEC WOULD COMPETE WITH QWEST
VIA THE PURCHASE OF UNE-P OR QPP.

CLECs competing with Qwest via Unbundled Network Element-Platform
(“UNE-P”) or Qwest Platform Plus (“QPP”) purchase the entire platform of Qwest
unbundled network elements, including the loop, switching, and shared transport to
provide local service to end users. With UNE-P or QPP, the CLEC need not self-
provision any facilities. In most cases, when an existing customer migrates from
Qwest retail service to a CLEC providing service via UNE-P or QPP, there is no
installation work (i.e., connection of jumpers, etc.) required, since the existing
network connections remain in place. The end user is still served with a Qwest loop,
connected to a Qwest switch and to Qwest transport. By purchasing UNE-P or QPP,

a CLEC can provide local exchange services at any price it deems appropriate.

18

These trunks are not necessary to handle calls from UNE-P or QPP based competitors, since these calls
utilize only the Qwest network.
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WILL QWEST BE PROVIDING UNE-P TO CLECs IN THE FUTURE?

Based on the Triennial Review Remand Order (“TRRQO”) that the FCC released on
February 4, 2005, the availability of UNE-P will be phased out over a twelve month
period ending on March 11, 2006. When the transition period ends, Qwest will no

longer provide UNE-P.

WHILE UNE-P WILL NO LONGER BE AVAILABLE, IS QWEST
COMMITTED TO OFFERING QPP SERVICE TO CLECs ON AN
ONGOING BASIS?

Yes. Qwest has committed to meeting the ongoing needs of CLECSs, and is offering a
“UNE-P-like” service, QPP. This offering provides the same functionality as UNE-
P, along with additional features, as defined in the QPP agreements negotiated with
numerous CLECs. Thus, while UNE-P will no longer be offered, a functionally
equivalent replacement product is available to CLECs. The availability of QPP
demonstrates that CLECs are not being forced off the Qwest network, and will not

have to self-provision switching in order to compete with Qwest.

Of course, a CLEC can also migrate from UNE-P to resale, or can provide services
using its own facilities either by purchasing UNE-L and providing its own
switching, or by serving customers entirely using its own facilities. Resale rates
and UNE-L rates are regulated by the Commission, and it is important to remember
that the FCC concluded that CLECs would not be “impaired” in their ability to
compete without access to UNE-P when it removed UNE-P from the unbundling

requirements of section 251 of the 1996 Act.

DOES QPP REPRESENT A VIABLE OPTION FOR CLECs?
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Yes. The commercially-negotiated QPP agreements between Qwest and CLECs
allow CLECs to continue purchasing “UNE-P like” service from Qwest now and in
the future. The large number of QPP lines provided by Qwest today demonstrates

that Qwest’s QPP offering does provide an adequate replacement for UNE-P.

HAS QWEST NEGOTIATED QPP AGREEMENTS WITH THE MAJOR
CLECs IN OREGON?

Yes. As of July 14, 2005 Qwest has negotiated 36 QPP agreements with CLECSs in
Oregon, encompassing 97% of the combined UNE-P/QPP lines in Oregon. Exhibit
Qwest/7 contains a list of the Oregon CLECs that have negotiated a QPP agreement
with Qwest. A copy of each QPP service agreement has been provided to the

Commission, and is also available on the Qwest website, at:

http://www.qwest.com/wholesale/clecs/commercialagreements.html

Based on these agreements, CLECs have been migrating lines from UNE-P to the
QPP agreements. As of May 31, 2005, 25 CLECs in Oregon were purchasing
[Confidential- XXXXX] QPP lines from Qwest to serve business customers, while

only [Confidential- XXXX] business UNE-P lines remained.

WHAT IMPACT HAS THE IMPLEMENTATION OF QPP AGREEMENTS
HAD ON THE LEVEL OF BUSINESS COMPETITION IN OREGON?

The implementation of QPP as a replacement for UNE-P does not appear to have
had any negative impact on the level of platform-based competition in Oregon. In
fact, the number of combined QPP and UNE-P business lines provided by Qwest in

Oregon as of May 31, 2005 was almost 10% greater than the number of business
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UNE-P lines provided in March 2004, prior to the QPP offering. Since December
2002, business UNE-P/QPP lines have increased 120%:

[CONFIDENTIAL] UNE-P QPP Total
December, 2002 XXXXX NA XXXXX
March, 2004 XXXXX NA XXXXX
May, 2005 XXXX XXXXX XXXXX

[CONFIDENTIAL]

Thus, it is apparent that QPP represents a very adequate replacement for UNE-P,
and that the discontinuance of UNE-P is not having a negative impact on CLECs’

ability to compete with Qwest in Oregon.

PLEASE PROVIDE AN EXAMPLE OF THE TERMS CONTAINED IN THE
QPP AGREEMENTS.

The first QPP agreement was signed by Qwest and MCI in July 2004. This
agreement states that QPP would be provided at a rate equivalent to the current
UNE-P offering through December 31, 2004, after which the pricing schedule
includes a three-step phase-in on January 1, 2005, January 1, 2006 and January 1,
2007. The pricing schedule is unique by state and includes differentiated pricing
for residential and business lines. Rates will increase an average of less than $5
(across both residential and business lines) by the end of the 3%-year transition
period. In addition, MCI will earn a 10% discount after the first year if it maintains
90% of the QPP lines in service on the QPP platform, to be reset annually. Other

QPP agreements have similar terms.
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IS THERE EVIDENCE THAT CLECs CAN BE SUCCESSFUL IN THE
LOCAL EXCHANGE MARKET VIA THE PURCHASE OF QPP, DESPITE
THE INCREASE IN PRICE OVER UNE-P?

Yes. The best evidence that QPP pricing is not harming CLECs is that numerous
CLECs are utilizing QPP today to provide service to business customers. Clearly,
for these CLECs, QPP terms and pricing fit within their business plans. In fact,
several CLECs that have signed a QPP agreement are increasing the number of
business customers served, in some cases dramatically. These firms are obviously
convinced that they can make money offering local business service using the

Qwest network via the purchase of QPP.

WILL QPP AGREEMENTS BE AVAILABLE IN THE FUTURE?

Yes. Qwest continues to negotiate QPP agreements with CLECs and will do so in
the future. However, the specific terms of such agreements may change, just as the
terms of any commercial agreement may change when new agreements are

negotiated.

3. Resale-based Competition

PLEASE DESCRIBE HOW A CLEC WOULD COMPETE WITH QWEST
VIA RESALE?

CLECs competing with Qwest via resale purchase Qwest retail services at a
wholesale discount that has been approved by the Commission. The current Qwest
SGAT sets the wholesale discount rate at 17%. When a CLEC purchases a retail
service at the wholesale discount, it need not self-provision any facilities, and when

an existing customer migrates from Qwest retail service to a CLEC providing
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service via resale, there is no installation work (i.e., connection of jumpers, etc.)
required, since the existing network connections remain in place. The end user is
still served with a Qwest loop, connected to a Qwest switch and to Qwest transport.

The CLEC may offer the resale service at any price it deems appropriate

HOW MANY BUSINESS LINES ARE PURCHASED AT THE
WHOLESALE DISCOUNT IN OREGON TODAY?
As of May 2005, 26 CLECs were purchasing [Confidential- XXXX] business lines

at the wholesale discount.

WILL THE WHOLESALE DISCOUNT BE IMPACTED IF QWEST’S
PETITION IS APPROVED BY THE COMMISSION?

No. Qwest is required by the Act and FCC Orders to provide its retail services at an
“avoided cost” discount, and the Oregon Commission is responsible for approving
the discount rate. Qwest is required to provide retail services at this discount rate
regardless of the regulatory status of the retail service. For example, if the
Commission deregulates all business services, Qwest would still be required to
offer retail business services to CLECs at the current Qwest retail rate less the

Commission-approved discount.

4. CLEC Wireline Market Share

BASED ON THE COMPETITIVE DATA CURRENTLY AVAILABLE TO
QWEST, CAN YOU ESTIMATE THE SHARE OF THE RETAIL
SWITCHED BUSINESS MARKET THAT CLECs HAVE CAPTURED IN
OREGON?
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A. Yes. As | mentioned earlier, the Survey Results Report that Staff issued on July 27,
2005 provides a conservative estimate of the aggregate number of full facilities-
based switched business lines in Oregon as of February 28, 2005.° In addition,
Qwest wholesale billing systems can be queried to produce the number of
unbundled loops, UNE-P lines, QPP lines and resale business lines provided to
CLECs in Oregon. Qwest systems also track the number of Qwest business
switched retail access lines. Based on these data, the CLEC and Qwest shares of
the retail switched business services can be estimated. Keep in mind that since
several CLECs did not respond to the Survey, the number of full facilities-based
lines may be understated, and therefore the CLEC market share represents a

minimum market share.

Confidential Exhibit Qwest/8 provides the following wholesale CLEC switched

business line quantities for Oregon, as of May 31, 2005:

Table A
[CONFIDENTIAL]
Business Business Resale Total
UNE-L Lines UNE-P Lines QPP Lines Bus_lness V\(holesa!e
Lines Business Lines
XXXXX XXXX XX XXX XXXX XXXX XX

[CONFIDENTIAL]
Based on the Survey Results Report issued by Staff (Attachment 3, page 2), on
February 28, 2005 there were [Confidential- XXXXX] full facilities-based CLEC
lines in Oregon, as discussed earlier. Based on the wholesale switched business

lines provided to CLECs by Qwest as of May 31, 2005, and the full facilities-based

% It is my understanding that a major facilities-based national CLEC has not responded to the survey,

which would indicate that these lines are understated.
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switched business lines provided in the Staff Report, the CLEC and Qwest business

switched services market shares in Oregon are as follows:

Table B
[CONFIDENTIAL]
Business CLE
UNE-L, Full Total Qwest C Qwest
UNE-P, | Facilities CLEC Retail Total Mark
. . . Market
QPP and -based Business Business Lines et Share
Resale Lines Lines Lines Shar
Lines e
XXXKXX | XXXXX | XXXXXXK | XXXKXX | XXXXXX | XX% XX%

[CONFIDENTIAL]

These calculations combine full facilities-based lines from February 2005 with
wholesale lines provided by Qwest from May 2005 which creates somewhat of a
mismatch. However, it is reasonable to assume that the full facilities-based line
counts would not change significantly over a three-month period. Thus, the
calculation provides a reasonable estimate of the minimum CLEC market share as

of May 31, 2005.

IN QUANTIFYING THE NUMBER OF WHOLESALE SWITCHED
BUSINESS LINES PROVIDED TO CLECs BY QWEST, WHY HAVE YOU
RELIED ON QWEST WHOLESALE BILLING SYSTEMS DATA RATHER
THAN THE COMMISSION SURVEY DATA?

As noted earlier, a number of CLECs did not respond to the Survey, and therefore
the quantities of UNE-L, UNE-P, QPP and resale lines in the Survey are

understated. Since Qwest billing systems quantify how many UNE-L, UNE-P, QPP
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and resale business lines it bills to CLECs, | have relied on this data rather than the

wholesale line data in the survey.?

HAVE YOU BEEN ABLE TO CALCULATE THE RELATIVE SWITCHED
BUSINESS SERVICES MARKET SHARE BY WIRE CENTER, RATE
CENTER OR REGION USING THIS DATA?

Not entirely. Qwest knows the number of wholesale business lines (UNE-L,
UNE-P, QPP and resale) provided to CLECs in each Oregon wire center, and these
quantities are delineated in Confidential Exhibit Qwest/8. However, while the
Survey Results Report provides a conservative estimate of the total number of full
facilities-based CLEC lines in Oregon, it only provides geographic detail for basic
business lines in Portland and Clackamas. There is no detail for any other rate
center or service because there are less than four CLECs, and the data has been

redacted.

CAN YOU ESTIMATE THE RELATIVE BUSINESS SWITCHED SERVICE
MARKET SHARE IN PORTLAND AND CLACKAMAS?

Yes. Confidential Exhibit Qwest/8 provides the number of wholesale business lines
(UNE-L, UNE-P, QPP and resale) that Qwest provides in Portland and Clackamas,
and the Survey Results Report provides the number of full facilities-based CLEC
lines in Portland and Clackamas (Attachment 3, page 2). The estimated market

shares for these rate centers are as follows:

20

As | noted earlier, | have assumed that all UNE-L lines serve business customers, since the CLECs
ordering the vast majority of UNE-L lines serve primarily business customers.
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Table C
[CONFIDENTIAL]
Business
UNE-L, Full Qwest
Rate UNE-P, Facilities- Total Retail . CLEC Qwest
CLEC Total Lines | Market | Market
Center QPP and based . Bus.
. Bus. Lines . Share Share
Resale Lines Lines
Lines
Portland | XXX | XXXXX | XXXXX | XXXXX | XXXXXX | XX% | XX%
Clackamas | xxxx XXX XXXX | XXXXX | XXXXX XX% | XX%

[CONFIDENTIAL]

WHILE FULL FACILITIES-BASED LINE DATA IS NOT AVAILABLE
FROM THE SURVEY FOR ANY RATE CENTERS OTHER THAN
PORTLAND AND CLACKAMAS, HAVE YOU ESTIMATED THE CLEC
AND QWEST BUSINESS SWITCHED SERVICES MARKET SHARE FOR
THE REMAINING RATE CENTERS?

Yes. Confidential Exhibit Qwest/8 calculates a conservative estimate of the CLEC
switched business market wireline market share for rate centers in Oregon as of
May 31, 2005.#* This exhibit provides data for each Qwest wire center in Oregon,
and groups these wire centers into rate centers and the geographic areas defined in
the Commission’s annual report on competition. It is important to understand,
however, that the CLEC wireline market shares calculated in this Confidential
Exhibit Qwest/8, with the exception of Portland and Clackamas, are understated
because the analysis does not include full facilities-based lines. Moreover, even the

CLEC wireline markets shares calculated for Portland and Clackamas may be

understated, since some CLECs have not responded to the survey.

21

For this analysis, Qwest assumes that 100% of stand-alone UNE loops are used for business services.

As | mentioned earlier, the vast majority of UNE-L lines are purchased by CLECs that market their
services primarily to business customers.
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Table D below summarizes the UNE-L, UNE-P, QPP and resale switched business
lines provided by Qwest to CLECs for each geographic area in Oregon, as

calculated in Confidential Exhibit Qwest/8.

Table D — CLEC Lines Purchased From Qwest
[CONFIDENTIAL]

Business Resale Total
Geographic UNE-L Business Business | Wholesale
. UNE-P ) . .
Area Lines . QPP Lines Lines Business
Lines i
Lines
Central XXXX XXX XXXXX XXXX XXXXX
Coastal XX XX XXXX XXX XXXX
Eastern XXXX XX XXXX XXX XXXX
Eugene XXXX XXX XXXX XXX XXXXX
Portland XXXXX XXX XXXXX XXX XXXXX
Salem XXXX XXX XXXX XXX XXXXX
Southwest XXXX XXX XXXXX XXXX XXXXX
Willamette XXXX XXX XXXX XXX XXXXX
TOTAL XXXXX XXXX XXXXX XXXX XXXXXX

[CONFIDENTIAL]
Table E below summarizes the “minimum” wireline CLEC market “share”
calculations for each geographic area, as calculated in Confidential Exhibit
Qwest/8. | have added the Portland and Clackamas full facilities-based lines
described above to the Portland region CLEC wholesale line totals to calculate the
Portland region market share. In addition, the total market share calculation
includes full facilities-based lines that are not associated with rate centers in the

Survey Results Report.
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Table E
[CONFIDENTIAL]

Geographic C-IJ—I?ECI: ggggi A d-lc-lizzle d I\/I(i:nl}riﬁm ngvslrisljm

Area Wholesale . . Market Market

Lines® Lines Lines Share Share

Central XXXXX XXXXX XXXXX XX% XX%
Coastal XXXX XXXX XXXXX XX% XX%
Eastern XXXX XXXX XXXXX XX% XX%
Eugene XXXXX XXXXX XXXXX XX% XX%
Portland XXXXX* | XXXXXX | XXXXXX XX% XX%
Salem XXXXX XXXXX XXXXX XX% XX%
Southwest XXXXX XXXXX XXXXX XX% XX%
Willamette XXXX XXXXX XXXXX XX% XX%
Unidentified XXXX*
TOTAL XXXXXX | XXXXXX | XXXXXX XX% XX%

[CONFIDENTIAL]

* Portland geographic area includes full facilities-based lines for Portland and
Clackamas from Survey Results Report. Unidentified geographic area includes
full facilities-based lines for other rate centers from Survey Results Report.

On a statewide aggregate basis, the minimum market share for CLEC switched
business services is estimated at [Confidential- XX%].  When viewed
geographically, CLEC minimum market share ranges from [Confidential- XX% to
XX%]. Again, the CLEC market share for each region is necessarily conservative
since it does not include the impact of customers served by CLECs in a full
facilities-based manner (except in the Portland and Clackamas rate centers) or the
impact of end user business customers served by wireless or VoIP providers. In

addition, as | have pointed out, the full facilities-based CLEC lines from the Survey

22 Includes UNE-L, UNE-P, QPP and resale lines provided by Qwest.
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are understated because several CLECSs, including one major CLEC, have not

responded to the Survey.

IN DETERMINING WHETHER THE CRITERIA IN ORS 759.030(4) HAVE
BEEN MET, SHOULD THE ABSOLUTE LEVEL OF MARKET SHARE BE
THE PRIMARY CONSIDERATION?

No. There are no “minimum market share” thresholds for competition in any
Oregon statutes or rules that Qwest must meet as a precondition to approval of
Qwest’s petition. ORS 759.030(4) states that the Commission should consider “the
extent to which services are available from alternative providers in the relevant
market.” This does not mean that a specific level of market share or market
concentration is necessary in order for the Commission to determine that “price and
service competition exist” or that the services are “subject to competition.” For
example, the Commission should not determine that services are “subject to
competition” only when it meets a specific CLEC market share level, or when it has
met a specific level of market concentration (for example as measured by the
Herfindahl-Hirschman Index (“HHI”)). Instead, the Commission should focus on
whether there is sufficient competition to constrain Qwest’s ability to raise prices
for its services in the market. In reality, Qwest may be constrained even when
CLECs have a relatively low market share, because even under these conditions,
business customers may have readily available competitive alternatives, and would

be likely to move to another carrier if Qwest were to raise its prices.

In addition, the Commission should not focus solely on wireline market share. As I
will demonstrate below, switched business service customers in Oregon now have
the option of utilizing alternative technologies such as wireless and VolP to meet

their switched business service needs. The Commission should use caution when
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evaluating wireline market share data, such as the calculations | have presented
above, because these data do not consider the increasing number of switched

business lines that are served using VolP technology.

WHAT DO YOU CONCLUDE REGARDING THE “EXTENT TO WHICH
SERVICES ARE AVAILABLE FROM ALTERNATIVE PROVIDERS IN
THE RELEVANT MARKET” FOR SWITCHED BUSINESS SERVICES IN
OREGON?

As | have demonstrated, there are numerous competitive providers offering
“alternative” wireline business local exchange services throughout Qwest’s serving
area in Oregon. | have shown that the criterion listed in ORS 759.030(4)(a) has
been satisfied, even if we consider only traditional wireline competition. However,
wireless and VolP based services also represent “services which are available from
alternative providers in the relevant market.” | will discuss these intermodal service

alternatives later in my testimony.

V. THE AVAILABILITY OF FUNCTIONALLY EQUIVALENT OR

SUBSTITUTABLE SERVICES AT COMPETITIVE RATES, TERMS, AND

CONDITIONS

ARE ALTERNATIVE SWITCHED BUSINESS SERVICES AVAILABLE TO
OREGON CUSTOMERS AT COMPETITIVE PRICES?

Yes. Setting aside for a moment the business service alternatives offered by
wireless and VolP providers (which I will discuss in Section VIII), numerous
CLECs are offering a wide range of telecommunications services that may be

substituted for Qwest’s basic and advanced business services. These services are
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comparable to Qwest services in terms of features and functionality, and are offered
at competitive prices. Exhibit Qwest/9 provides an analysis of the various switched
business services offerings of Qwest and numerous facilities-based alternative
providers, including AT&T, ELI, Eschelon, Granite, Integra, MCI, McLeod,
Oregon Telecom, Rio Communications and XO. Most of these carriers are

described in Section VII of my testimony.

IS IT EASY TO OBTAIN COMPREHENSIVE DATA ON CLEC PRICING
OF SWITCHED BUSINESS SERVICES IN OREGON?

No. It should be noted that unlike Qwest, and unlike CLECs in many other states,
competitive providers are not required to file tariffs in Oregon, which makes a
comprehensive analysis of competitors’ offerings very difficult to compile. In
addition, as of the time this testimony was prepared, Qwest has not been unable to
obtain meaningful pricing data from the Commission’s Competitive Survey, as
CLEC pricing data is not included in the Staff’s Survey Results Report. Qwest is
seeking to obtain the pricing data provided by CLECs in response to the Survey,

and I will update my testimony as this information is received.

Nevertheless, through a variety of methods, including checking websites and
reviewing tariffs in other states (such as Washington), Qwest has compiled a list of
alternative switched business services offerings and prices in Oregon. This exhibit
shows only a portion of a very competitive market; it does not include all
competitor wireline services that are available, and does not include any wireless

and VolP-based competitive options, which I will discuss in Section X111 below.

PLEASE SUMMARIZE THE DATA CONTAINED IN EXHIBIT QWEST/9.
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To illustrate the competitive nature of the basic exchange business market in
Oregon, Exhibit Qwest/9 shows 10 unaffiliated CLECs offering competitive
alternatives to Qwest’s basic flat rated business access line service. Qwest’s flat
business line prices range from $26.00 to $30.50 per month for the three rate groups
in Oregon. CLECs, by comparison, offer flat rated business lines at prices ranging
from $16.95 per month, as quoted by Oregon Telecom, to $35.00-$40.00 per month
— MCI’s price. Multiple CLECs are also offering other analog and digital switched
business services, including analog PBX trunks, digital trunk service, ISDN service,
Frame Relay service, Asynchronous Transfer Mode (ATM) service, toll-free
services, etc., at rates that are very competitive. Granite Telecommunications, for
example, offers ISDN-Primary Rate Interface (PRI) service in Idaho at a rate of
$550.00 per month, while McLeod offers its standard ISDN-PRI service in
Colorado for $560.00 per month. Qwest’s ISDN-PRI service price in Oregon is
$537.00 per month. Several other CLECs also offer ISDN services — both PRI and
BRI (Basic Rate Interface). As a further indication of the CLECs’ price
competitiveness, Qwest offers flat-rated analog PBX trunks at prices ranging from
$28.00 to $56.36 per month, depending on rate group and functionality, and AT&T,
ELI, Granite, MCI and XO are among the CLECs who offer analog PBX trunks in
this same price range. AT&T’s analog trunks, for example, are priced at $20.55 to

$35.40 per month, and MCI’s price for local trunk service is $28.40 per month.

CLEC:s also provide features and ancillary products associated with the core analog
and digital services that provide customers with a wide range of alternatives to the

Qwest switched business services listed on Exhibit Qwest/2.
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VI. ECONOMIC OR REGULATORY BARRIERS TO ENTRY

ARE THERE BARRIERS TO CLECs ENTERING THE BUSINESS LOCAL
EXCHANGE MARKET IN OREGON?

No. First, it is important to understand that any legal and regulatory barriers that
may have existed to competitive local market entry were effectively eliminated with
the passage of the Telecommunications Act of 1996. Section 253 of the Act
requires all states to allow competition and preempts any state or local government

rules to the contrary:

No State or local statute or regulation, or other State or local legal
requirement, may prohibit or have the effect of prohibiting the ability of any
entity to provide any interstate or intrastate telecommunications service. 47
U.S.C. § 253(a).

Second, the Act eliminated economic barriers to entry. Sections 251(c) and 252(d)
of the Act and subsequent federal and state regulatory orders require Qwest and
other ILECs to resell retail services at an avoided cost discount, to provide
unbundled network elements (“UNEs”) at cost-based rates, and to interconnect with
competitors’ networks using cost-based reciprocal interconnection charges. Thus, a
CLEC could enter the Oregon business local telephone market not only by building
its own facilities, but also by purchasing facilities from Qwest. The Act and
subsequent FCC orders enabled CLECs to enter the market via UNE-Platform
(*UNE-P”) or resale, allowing a CLEC to serve end-user customers without

incurring the costs of building any of its own facilities.

Third, other than a relatively simple and straightforward certification application to

the Commission, CLECs in Oregon have virtually no state regulatory requirements
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that would impede entry, and intermodal competitors such as wireless and VolP

providers have no state regulatory requirements at all.

HAS THE FCC’S TRIENNIAL REVIEW REMAND ORDER (“TRRO”)
ELIMINATED UNE-P AS A COMPETITIVE OPTION?

Yes. As | discussed earlier in my testimony, the FCC in its February 4, 2005
Triennial Review Remand Order (“TRRO”) determined that CLECs are not
impaired in their efforts to compete without the unbundled switching UNE, and
therefore ordered the availability of UNE-P to be phased out over a twelve-month

period ending on March 11, 2006.

DOES THE PHASE-OUT OF UNE-P CREATE A BARRIER TO CLECs
ENTERING THE LOCAL EXCHANGE MARKET?

No. The phase-out of UNE-P does not create an entry barrier for CLECs. In fact,
given that the FCC’s elimination of switching as a UNE is based on the fact that
alternative switching is available to CLECs, by definition the removal of UNE-P
cannot impair competition. A CLEC may provide its own switching or purchase
switching from another source, and combine this switching with an unbundled loop
(UNE-L) provided by Qwest (at Commission-approved TELRIC-based rates), to
serve an end-user customer. Thus the removal of Qwest unbundled switching and

UNE-P does not create an entry barrier for CLECs.

Further, while Qwest will no longer provide UNE-P when the FCC’s transition
period ends, a CLEC will still not need to build its own facilities to compete with
Qwest. The CLEC may purchase Qwest retail services at Commission-approved
wholesale discounts, or, as | described earlier, a CLEC can purchase facilities via a

QPP agreement negotiated with Qwest. The commercially-negotiated QPP
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agreements between Qwest and CLECs allow CLECs to continue purchasing
“UNE-P like” service from Qwest now and in the future. As | noted earlier in my
testimony, as of July 14, 2005, Qwest has already negotiated 36 QPP agreements
with CLECs in Oregon, encompassing 97% of the combined “platform” lines in
Oregon, and the number of QPP and UNE-P lines provided by Qwest in May 2005
is greater than the number of UNE-P lines provided in March 2004, prior to the
QPP offering. This data provides clear evidence that the elimination of UNE-P has

not erected a barrier to CLEC entry into the local exchange market.

DOES FUNCTIONAL PARITY EXIST WITH REGARD TO ORDERING,
INSTALLATION AND REPAIR OF WHOLESALE SERVICES UTILIZED
BY CLECs TO PROVIDE SWITCHED BUSINESS SERVICES IN
OREGON?

Yes. Qwest’s UNE and resale ordering procedures, along with the service intervals
for installation and repair service, are documented in Qwest’s SGAT and were
reviewed by the Commission during Qwest’s Section 271 proceeding in Docket
UM 823. Although provisioning parity is not a requirement for exemption from
regulation in Oregon, Qwest was required to demonstrate provisioning parity in
conjunction with its Section 271 application for reentry into the interLATA toll
market. In that proceeding, the Commission found that Qwest had adopted all of
the necessary changes to the SGAT and its Qwest Performance Assurance Plan
(QPAP) with respect to checklist item 2 (UNEs) to warrant the Commission’s
positive approval recommendation to the FCC.% Further, in its discussion about

“public interest” factors, the Commission stated that in order to assure compliance

2 Comments of the Public Utility Commission of Oregon, In the Matter of Application by Qwest

Communications International, Inc., for Authorization to Provide In-Region, InterLATA Services in
New Mexico, Oregon and South Dakota, WC Docket No. 0311 (February 3, 2003), pp. 11-12.
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with the Act’s requirements after Section 271 authority was granted, the
Commission “considered numerous issues raised by intervening parties with respect
to provisions in the QPAP and made findings and recommendations accordingly.”

Specifically, the Commission stated:

With the recommended modifications made by Qwest to a significant number
of QPAP provisions, approval of the Qwest application [for 271 authority]
was found to be in the public interest.”**

Finally, Qwest has implemented OSS and change management processes for
interconnection and UNE orders. UNEs including unbundled loops are readily
available, and as evidenced by the data that | have provided in my testimony,
competitors are purchasing them throughout the state. Thus, there are no barriers to

entry associated with the ordering of wholesale services from Qwest.

ASSUMING QWEST’S PETITION IS APPROVED, HOW WILL THE
AVOIDED COST RESALE DISCOUNT BE APPLIED TO QWEST’S
RETAIL BUSINESS SERVICES?

Qwest’s petition is applicable only to retail switched business services, and all
prevailing terms governing Qwest’s interconnection agreements and its SGAT will
continue to be in effect. Along with UNE and interconnection service rates, the
default resale discount rates in Oregon will continue to be established by the
Commission and would be unaffected by the granting of this petition. Thus,
changes in Qwest retail business rates will create no barriers to a CLEC utilizing

resale to participate in the Oregon business market.

ARE THERE BARRIERS TO FACILITIES-BASED CLEC ENTRY?

24

1d., p. 16.
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No. Some parties may argue that there are barriers to market entry because of the
high capital expenditures that may be required for a CLEC to build its own
facilities. However, as demonstrated above, a CLEC need not build its own
facilities to compete with Qwest; it can compete via the purchase of UNEs, QPP or
resale. Nonetheless, even if a CLEC decides to build its own facilities, the capital
outlay that may be required to “overbuild” facilities (i.e., build a new telephone
network) does not represent a barrier to entry into the local exchange market (as
evidenced by the substantial number of CLEC full facilities lines reported in the
UX 29 Survey Results Report). Both Qwest and its competitors require capital to
finance investment; and thus, the cost of constructing telephone plant is not a
barrier to entry for competitors because both incumbents and competitors face
similar capital outlays and investment carrying charges for investments in their
networks. Although capital outlays needed to “overbuild” a traditional telephone
network may be significant, there is a well-functioning capital market that can

provide financing for such projects for companies with solid business plans.

DOES THE PRESENCE OF NUMEROUS COMPETITORS IN THE
SWITCHED BUSINESS SERVICES MARKET PROVIDE COMPELLING
EVIDENCE THAT THERE ARE NO ECONOMIC OR REGULATORY
BARRIERS TO ENTRY?

Yes. The best evidence that there are no barriers to entry in the switched business
market in Oregon is the fact that there already is a significant level of competitive
entry for such services in Oregon today, as | demonstrated earlier. At least 50
CLECs today are serving a significant portion of the business telephone market in
Oregon via their own facilities and by purchasing UNEs, QPP and retail services at
a wholesale discount. If there were indeed significant barriers to facilities-based

entry, there would not be the high level of competition that is present today.
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WHAT DO YOU CONCLUDE REGARDING WHETHER THERE ARE
BARRIERS TO ENTRY IN THE SWITCHED BUSINESS MARKET IN
OREGON?

There are no barriers to entry in the Oregon switched business telecommunications
market. CLECs may build their own facilities to compete with Qwest, and many
have already done so. CLECs may also purchase Qwest loops at TELRIC-based
rates set by the Commission, and combine these loops with their own switching, as
many CLECs do today. CLECs can also purchase QPP from Qwest via a
negotiated agreement, as 25 CLECs are doing today. Quite simply, there are no
regulatory or economic barriers to entry that have prevented—or that could
prevent—the further growth of competition in the Oregon switched business
services market, and therefore the public interest does not require continued

regulation of these services.

VIl. DESCRIPTION OF SELECT COMPETITORS

A. AT&T

PLEASE PROVIDE AN OVERVIEW OF AT&T AND DESCRIBE ITS
PRESENCE IN THE STATE OF OREGON.

For more than 125 years, AT&T has been the most well-known name in
communications. According to AT&T, it has become a global leader in local, long
distance, Internet and transaction-based voice and data services.”> In Oregon,

AT&T is serving business customers in [Confidential- XX] of Qwest’s 77 wire

25

See: http://www.att.com About Us page (visited July 30, 2005).
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centers. It uses its own facilities (i.e., either its own switching, along with loops
purchased from Qwest, or its own switching and its own loop facilities) to serve
nearly [Confidential- xxxx] of those customers, and it serves remaining customers
through the purchase of QPP. Many of the business services offered by AT&T are
described in Exhibit Qwest/9.

In December 2003, AT&T unveiled its “major new initiative to deliver a full
complement of Voice over Internet Protocol (VolIP) services to business customers
and consumers in 2004.”% In announcing its VoIP initiative, AT&T Chairman and
CEO David Dorman asserted that “VolP is the most significant, fundamental new
technology shift in telecommunications in decades and will deliver tremendous
value to all customers by leveraging the efficiencies and advanced communications
capabilities of IP-based technology.”’ AT&T’s VolIP offering is discussed further

in Section XI11-B below.

In January 2005, SBC announced an agreement to acquire AT&T in a move that
“combines AT&T’s global systems capabilities, business and government
customers, and fast-growing Internet protocol (IP)-based business with SBC’s
extraordinary local exchange, broadband and wireless solutions,” giving the
combined company “the resources and skill sets to innovate and more quickly
deliver to customers the next generation of advanced, integrated IP-based wireline

and wireless communications services.”?

26

27

28

See: http://www.att.com/news Press release issued December 11, 2003 (visited June 26, 2004).

See: http://www.att.com/news Press release issued December 11, 2003 (visited June 26, 2004).

See: http://sbc.merger-news.com/materials (visited July 30, 2005).
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B. Electric Lightwave, Inc. (“ELI”)

PLEASE PROVIDE AN OVERVIEW OF ELI AND DESCRIBE ITS
PRESENCE IN THE STATE OF OREGON.

Founded in 1990, ELI is headquartered in Vancouver, Washington, and is a wholly-
owned subsidiary of Citizens Communications. In the western United States, ELI is
“a full service telecommunications provider, offering business customers a
complete suite of integrated products and services, including local phone service,
switched and dedicated long distance, private networks, and advanced data and
Internet access services.” In its full service markets, one of which is Portland, ELI
bundles its services to provide the convenience of a single bill and one number to

call for service.?®

ELI serves virtually all of its business customers in the Portland area via its own
switching and loop facilities, although the company also resells Qwest’s services on
a very limited basis. According to its website, ELI’s high-speed voice, data and
video transmission services are provided over “local and long-haul fiber optic
networks and extended regional and national networks.”®® The company offers a
comprehensive portfolio of business services, including basic business lines, digital
trunks, ISDN, frame relay, ATM and toll-free long distance services. Exhibit

Qwest/9 describes many of the services offered by ELI.

29

30

See: http://www.electriclightwave.com/about (visited May 11, 2005).

See: http://www.electriclightwave.com/about (visited May 11, 2005).
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C. Eschelon

PLEASE PROVIDE AN OVERVIEW OF ESCHELON TELECOM AND
DESCRIBE ITS PRESENCE IN THE STATE OF OREGON.

Eschelon Telecom, Inc. (“Eschelon”), headquartered in Minneapolis, Minnesota, is
an integrated communications provider of voice, data, Internet services, and
business telephone systems. Eschelon was founded in 1996 and according to its
website, it has grown into “one of the leading telecommunications providers in the
country,” providing service in Oregon and six other states.®® Eschelon markets
almost exclusively to business customers, billing itself as “The Next Level of
Business Communications.” In Oregon, Eschelon advertises offices in Bend,
Eugene, Medford, Portland and Salem,* and Qwest’s wholesale records indicate
that Eschelon is providing switched business services in [Confidential- XX] of
Qwest’s 77 wire centers in Oregon. Eschelon primarily serves its Oregon

customers via its own switches and the purchase of UNE-L from Qwest.

Eschelon recently completed its acquisition of Advanced TelCom, Inc., with
President and CEO Richard A. Smith proclaiming that Eschelon would now have a
“leading market position among CLECs operating in the Pacific Northwest with a
revenue run rate in excess of $215 million and over 350,000 access line equivalents
in service.” He went on to describe the combined company as “a regional

133

powerhouse. In May of this year, Eschelon announced that it had filed a

31

32

33

See: http://www.eschelon.com/about_us/ (visited June 30, 2005).

See: http://www.eschelon.com/markets/ (visited June 30, 2005).

See: http://www.eschelon.com/about_us/ Press Release issued January 3, 2005 (visited July 21, 2005).
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registration statement with the Securities and Exchange Commission for a proposed

initial public offering of its common stock.**

As described more fully in Exhibit Qwest/9, Eschelon offers a number of local
switched services to small and medium-sized businesses in Oregon, including basic
local lines, features, digital T-1 service, and integrated voice and data services. The
company cites its broad product set, quality solutions, and network reliability as

three distinct reasons why businesses should select Eschelon.®

D. Granite Telecommunications (“Granite”)

PLEASE PROVIDE AN OVERVIEW OF GRANITE
TELECOMMUNICATIONS AND DESCRIBE ITS PRESENCE IN THE
STATE OF OREGON.

Headquartered in Quincy, Massachusetts, Granite Telecommunications (“Granite”)
provides local and long distance telecommunications services to small, medium and
large business customers in 49 states. According to its website, Granite has
achieved an industry-leading market share offering bundled services at competitive
prices. Granite is a $145 million profitable, cash flow positive telephone company

without debt.

Granite is currently providing service in [Confidential- XX] of Qwest’s 77 wire

centers in Oregon, exclusively through the purchase of QPP. The company’s

34

35

36

See: http://www.eschelon.com/about_us/ - Press Release issued May 9, 2005 (visited July 21, 2005).

See: http://www.eschelon.com/why/ (visited July 21, 2005).

See: http://www.granitenet.com (visited July 6, 2005).
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website includes no specific product or service information, but a review of
Granite’s tariffs in Idaho and Washington shows that Granite is offering a full
complement of business services, including basic lines, feature packages, trunks,
ISDN and toll-free services. Some of the products offered by Granite are described

in Exhibit Qwest/9.

E. Integra Telecom

PLEASE PROVIDE AN OVERVIEW OF INTEGRA TELECOM AND
DESCRIBE ITS PRESENCE IN THE STATE OF OREGON.

Headquartered in Portland, Integra Telecom (“Integra”) is “a facilities-based,
integrated communications provider, primarily focused on serving small and
midsize companies located in the business centers” of Oregon and four other
states.*” Integra owns and operates its own network, utilizing Lucent 5ESS®
switching equipment to support all local and long distance voice services.®® The
company utilizes its own switches, along with the purchase of UNE-L from Qwest,
to serve the majority of its business customers in [Confidential- XX] of Qwest’s 77

wire centers in Oregon.

Integra recently announced that it had grown by 15 percent in 2004, marking its
eighth consecutive year of double-digit growth.** This impressive growth led to
Integra being named by Inc. magazine as the 344th fastest growing private

company in America, and for the sixth consecutive year the Portland Business

37

38

39

See: http://www.integratelecom.com/about/ (visited June 30, 2005).

See: http://www.integratelecom.com/about/network_and_facilities.asp (visited June 30, 2005).

See: http://www.integratelecom.com/about/news_releases/2005 News Release issued April 11, 2005
(visited June 30, 2005).
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Journal included Integra on its list of fastest-growing private companies in the
Portland area. Notably, in 2004, the company became the first major CLEC since

2000 to repay in full its original debt funding.

As described more fully in Exhibit Qwest/9, Integra offers many business local
services in Oregon, including basic business lines, features, T1 services, and
integrated voice and data solutions. Integra’s success in marketing these services
can be measured by the 247,000 access lines it had in service across five states by
the end of 2004.%° It is already the [Confidential- xxxxxxxx] CLEC competing in
Qwest’s territory in Oregon, and the company is predicting continued growth in

2005.

F. MCI

PLEASE PROVIDE AN OVERVIEW OF MCI AND DESCRIBE ITS
PRESENCE IN THE STATE OF OREGON.

MCI describes itself as “a leader in serving global businesses, government offices,
and U.S. residential customers” that provides service to millions of business and
residential customers. For the business market, it offers a comprehensive portfolio
of local-to-global business data, Internet and voice services, including frame relay,
ATM and a full range of dedicated, dial and value-added Internet services.* Some
of the services that MCI offers are described in more detail in Exhibit Qwest/9. In
addition to its wireline services, MCI also offers business VolP services through its

MCI Advantage product line.

%0 See: http://www.integratelecom.com/about/news_releases/2005 News Release issued April 11, 2005

(visited June 30, 2005).
See: http://global.mci.com/about/company (visited July 30, 2005).
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MCI owns and operates one of the largest communications networks in the world.
Its 98,000-mile fiber optic network is “designed to support the largest array of data
communications and voice products in the world.”* In Oregon, MCI is providing
service to business customers in [Confidential- XX] of Qwest’s 77 wire centers

using its own facilities and via the purchase of QPP from Qwest.

MCI is being acquired by Verizon Communications, and in joint comments filed
with the FCC in May 2005, the two companies claimed to be “creating a strong new
competitor for enterprise customers nationwide, enhancing investment in the
nation’s critical infrastructure, and establishing the nation’s most advanced
broadband platform, capable of delivering next-generation multimedia services in

markets across the country.”*

G. McLeodUSA (“McLeod”)

PLEASE PROVIDE AN OVERVIEW OF MCLEOD AND DESCRIBE ITS
PRESENCE IN THE STATE OF OREGON.

McLeodUSA (“McLeod”), headquartered in Cedar Rapids, lowa, is a significant
telecommunications competitor in Oregon, offering business services in
[Confidential- XX] of Qwest’s 77 wire centers in the state. According to its website,
McLeod provides “reliable local, long distance, wireless, data and Internet service to

rural and metropolitan areas” in 25 Midwest, Southwest, Northwest and Rocky

42

43

See: http://global.mci.com/about/network (visited July 30, 2005).

See: http://newscenter.verizon.com/proactive/newsroom/release Press release issued May 24, 2005
(visited July 30, 2005).
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Mountain states.** McLeod owns, operates and maintains a full range of facilities,
including as of March 31, 2005: 38 ATM switches, 39 voice switches, 699
collocations and 432 DSLAMs.*

In Oregon, McLeod serves business customers across the state both by utilizing its
own facilities and via the purchase of QPP. Roughly [Confidential- xxxx] of
McLeod’s access lines in Oregon are facilities-based, and [Confidential- xxxx] of
these are provided through the use of its own switching facilities in combination
with loops purchased from Qwest (switch facilities-based competition). McLeod
offers a full array of business services, many of which are described in Exhibit
Qwest/9. In addition to its wireline services, McLeod also offers business VolP
services through its Preferred Advantage products. According to MclLeod’s
website, its Preferred Advantage VolP services are available in Portland and

Salem.*

H. Oregon Telecom

PLEASE PROVIDE AN OVERVIEW OF OREGON TELECOM AND
DESCRIBE ITS PRESENCE IN THE STATE OF OREGON.

Oregon Telecom is a Salem-based provider of local and long-distance phone
service and broadband Internet services, primarily serving business customers in
Oregon. According to a news release issued by the company on February 27, 2004:

“Thousands of businesses have signed on with Oregon Telecom since it started up

44

45

46

See: http://www.mcleodusa.com/CompanyInformation/OurNetwork (visited July 30, 2005).

See: http://www.mcleodusa.com/CompanyInformation/OurNetwork (visited July 30, 2005).

See: http://www.mcleodusa.com/FindProductsResult.do (visited July 8, 2005).

[PUBLIC VERSION]



© 00 N oo o B~ O w N

e e L o e =
o 00 A W N kB O

17
18

19
20
21
22

Qwest/1
Brigham/56

in October 2001.”*" Oregon Telecom has a network of branch support offices in
Bend, Eugene, Klamath Falls, Medford, Newport, Oregon City, Roseburg and
Salem.”® It is a privately-held company, and while it does not release financial or

customer data, it claims to be a “profitable company without any significant debt.”*°

Oregon Telecom has been successful in capturing a significant share of the business
telecommunications market in Oregon, becoming the [Confidential- XXXXXXXXX]
CLEC provider of business services in Oregon after less than four years of
operation. The company is currently serving business customers in [Confidential-
XX] of Qwest’s 77 wire centers, primarily through the purchase of QPP.
Advertising a “huge product line” on its website, Oregon Telecom states that it
offers a wide range of business products to suit the telecommunications and Internet
needs of its customers.® Since the availability of price information is limited,
Exhibit Qwest/9 offers only a glimpse of the services that Oregon Telecom

provides.

I. Rio Communications (“Rio”)

PLEASE PROVIDE AN OVERVIEW OF RIO COMMUNICATIONS AND
ITS PRESENCE IN THE STATE OF OREGON.
Headquartered in Roseburg, Rio is a local company that describes itself as being “a

full service telephone company providing high-speed service for both voice and

47

48

49

50

See: http://www.oregontelecom.com News Release issued February 27, 2004: Oregon Telecom
Expands (visited July 6, 2005).

See: http://www.oregontelecom.com/contactus (visited July 11, 2005).

See: http://www.oregontelecom.com News Release issued February 27, 2004: Oregon Telecom
Expands (visited July 6, 2005).

See: http://www.oregontelecom.com/productsservices (visited July 1, 2005).
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data along with the products to support them.” On its website, it defines itself as
both a “leading Voice over Internet Protocol (VolP) communications solution
provider” and a CLEC that is in a “unique position to offer local and long-distance

phone service combined with Internet services and data connectivity.”*

Rio is currently offering business services in [Confidential- XX] of Qwest’s 77 wire
centers in Oregon, primarily through the purchase of UNE-L, but also using resale
on a limited basis. In addition to its corporate headquarters in Roseburg, Rio also
has offices in Portland, Eugene, Medford and Bend.® The company boasts
standard business lines that, according to Rio, include “features you pay extra for
with your current local carrier: call forwarding, extended area service, call transfer,

direct inward dialing, and 800 number service.”™

Rio offers a full range of
business voice and data services, including ISDN, Frame Relay and ATM services.

Many of these services are described in Exhibit Qwest/9.

J. United Communications (“UNICOM”)

PLEASE PROVIDE AN OVERVIEW OF UNICOM AND DESCRIBE ITS
PRESENCE IN THE STATE OF OREGON.

Founded in 1985 and headquartered in Bend, United Communications
(*UNICOM”) states that it provides state-of-the-art telecommunications services to
businesses and residences throughout Oregon and in parts of Washington.

Although UNICOM also serves residential customers, commercial customers make

51

52

53

See: http://www.rio.com/about_rio and http://www.rio.com/what_we_do (visited July 1, 2005).

See: http://www.rio.com/contact_information (visited July 27, 2005).

See: http://www.rio.com/services/phone_services (visited July 1, 2005).
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up “the largest portion” of its customer base, and it boasts one of the highest
customer retention figures in the industry. The company serves “a broad range of
industries including financial institutions, health care facilities, colleges, legal
firms, as well as businesses with multiple locations that require reliable, high speed
transfer of data and voice.”® UNICOM has offices located in six communities in
Qwest’s Oregon service territory, including Bend, Grants Pass, Klamath Falls,

Medford, Pendleton and Portland.>®

UNICOM is currently providing service in [Confidential- XX] of Qwest’s 77 wire
centers in Oregon, primarily through the purchase of QPP. According to its
website, it offers a host of business services, including Business Lines, Centrex, T1-
PRI/DSS, Call Features, Toll Free service, and a number of Internet and data
services.™® UNICOM does not provide any service pricing information on its web
site, and Qwest has been unable to locate any UNICOM tariffs in other states.

Therefore, UNICOM'’s services and prices are not included in Exhibit Qwest/9.

UNICOM also advertises its VoIP service as a “realistic and economical option for
small to medium-sized businesses.” The company invites website visitors to
contact a representative to “find out how VolP can help your business grow.™’ Ina
June 2, 2005 press release, UNICOM announced that it had reached an agreement
with OneEighty Networks to acquire all of OneEighty’s Central Oregon assets. In
describing the benefits of this transaction, UNICOM Chairman and CEO Craig

54

See: http://www.ucinet.com/pages.cgi/company/about (visited July 6, 2005).

% See: http://www.ucinet.com/pages.cgi/company/locations (visited July 6, 2005).

% See: http://www.ucinet.com/pages.cgi/business_services (visited July 6, 2005).

> See: http://www.ucinet.com/pages.cgi/voip (visited July 6, 2005).
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Nelson explained that the acquisition would be “an excellent fit for our plans to

deploy facilities-based voice services using VolP.”*®

K. XO Communications (“X0O”)

PLEASE PROVIDE AN OVERVIEW OF XO COMMUNICATIONS AND
ITS PRESENCE IN THE STATE OF OREGON.

XO Communications bills itself as *“a telecommunications provider offering
nationwide communications solutions exclusively for businesses, agents and

159

carriers. XO’s website indicates that the company “serves 75 U.S. major

1260

metropolitan markets. Portland is one of these markets, and according to its

website, XO has a Softswitch and a Class 5 VVoice Switch located in Portland.®*

In June 2004, XO announced that it had completed its acquisition of Allegiance
Telecom, “creating the nation’s largest provider of national local
telecommunications services focused exclusively on businesses.” XO CEO Carl
Grivner added that, as a result of this acquisition, the new XO would have “the
scale and size to serve even more business customers for their local and national
telecommunications needs and provide a more cost-effective alternative to the

incumbents.””%?
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62

See: http://www.ucinet.com Press release linked to Home Page (visited July 6, 2005).

See: http://www.xo.com (visited July 26, 2005).
See: http://www.xo.com (visited July 26, 2005).

See: http://www.x0.com/about/network/maps/map_complete (visited July 7, 2005).

See: http://www.x0.com/news Press release issued June 23, 2004 (visited July 30, 2005).
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XO is a purely facilities-based CLEC, serving local exchange customers in the
Portland metropolitan area via its own switch. Some customers are served in a full
facilities-based manner, and some are served in a switch facilities-based manner,
via the purchase of UNE-L. According to its website, XO offers a complete
portfolio of business services, including basic business lines, analog and digital
trunks, Centrex, Frame Relay, ISDN-PRI and Toll-Free Service.®® Exhibit Qwest/9
contains more information about these services. In addition to its wireline services,
XO also offers business VoIP services through its XOptions Flex product line.
Portland is among the more than 45 major markets where XOptions Flex is

available.%

VIll. INTERMODAL COMPETITION

A. Wireless Services

PLEASE REVIEW THE RECENT TRENDS IN WIRELESS ACCESS LINE
GROWTH IN OREGON.

As | noted earlier in my testimony, according to the FCC, the number of wireless
subscribers in Oregon increased from 1,201,207 in December 2000 to 2,029,224 in
June 2004—a 69% increase in four years.®> Over this same time period, total ILEC
wirelines in Oregon decreased almost 20%, while Qwest access lines decreased
more than 23%. Thus, it is clear that wireless service is gaining market share at the

expense of wireline services; in fact there are now more wireless “lines” than wired

63
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See: http://www.x0.com/products/a-zindex (visited July 26, 2005).

See: http://www.xo.com/news Press release issued April 18, 2005 (visited July 30, 2005).

See Local Telephone Competition: Status as of December 2004,, FCC Industry Analysis and
Technology Division, Wireline Competition Bureau, released July 8, 2005, Table 13.
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lines in Oregon according to the FCC’s data. While the explosion of wireless
service is perhaps having a greater impact in the residential market, wireless service

is nonetheless impacting the business market, especially for small businesses.

IS WIRELESS SERVICE NOW A GENERALLY-ACCEPTED MEANS OF
PLACING AND RECEIVING TELEPHONE CALLS?

Yes. Wireless phone service is now widely accepted by business and residential
consumers, and for many customers, it serves as a substitute for traditional wireline
telephone service. In addition, wireless providers are now augmenting their
services with data applications, such as dial-up wireless Internet access, text
messaging and image transmission, to bring additional functionality to their
services and to attract new customers. As stated in a recent report by the Yankee

Group:

From a ‘product’ perspective, cellular service has begun to deliver many of
the desired features and functionality of traditional voice. Primarily, the call
quality, service reliability and coverage reach of cellular has increased greatly.
While cellular reliability and coverage do not quite meet the high standards set
by wireline, the improvement has been marked, and the service experience is
close enough to wireline for many users.

As a result, wireless service is becoming increasingly interchangeable with
wireline service.®

SHOULD WIRELESS SERVICE BE CONSIDERED AS A COMPETITIVE
FACTOR IN THE RETAIL SWITCHED BUSINESS SERVICE MARKET?

Yes. While Qwest does not contend that all business customers view wireless
service as a complete substitute for traditional wireline service, wireless service

does represent an increasingly meaningful competitive alternative for single-line or

% See A New Era in Voice Communications, as Mobile Changes the Rules for Wireline, Yankee Group

Report, November, 2003, p. 3.
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multi-line business customers (where wireless service could replace all lines, or
serve as a substitute for a secondary line). With the advent of FCC-mandated
wireless number portability in November 2003, Qwest’s wireline business
customers now have the option of retaining their preexisting Qwest telephone
number when moving to wireless service, which increases the attractiveness of
wireless service as a functional substitute for Qwest’s switched business services.
Further, most wireless carriers in Oregon now use digital wireless technology,
which has greatly improved the quality of wireless calls and enhanced the
attractiveness of wireless service. Wireless carriers currently offer a full range of
calling features such as Call Waiting, Voice Messaging, Three-Way Calling, Call

Forwarding, etc., that are functionally similar to Qwest’s calling features.

IS THERE EVIDENCE THAT BUSINESS CUSTOMERS ARE
SUBSTITUTING WIRELESS SERVICE FOR WIRELINE SERVICE?

Yes. While residential customers have been substituting wireless service for their
landline connections for some time, this trend is now starting to gain traction in the
small business market, especially for those businesses that have employees that
spend time both in and out of the office. For example, “on the go” businesses such
as landscapers, construction managers and real estate agents are prime examples of
the types of small businesses that rely heavily on wireless service. In a report titled
“The Landline to Wireless Shift is Finally Under Way at Many SMBs” (small and
medium businesses), the Yankee Group stated: “Based on data from our 2003 Small
& Medium Business Bundled Communications Survey, we find landline

displacement is finally increasing across all SMB size segments.”®’

" The Landline to Wireless Shift is Finally Under Way at Many SMBs, Yankee Group Report, December

3,2003, p. 1.
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In a recent deregulation proceeding, the Colorado Public Utilities Commission
hired an outside consulting firm (Ciruli Associates) to perform a survey of Colorado
residence and business customers to obtain opinions on several telecommunications
issues, including wireless substitution. When asked the abstract question of
whether they would consider replacing their business telephone service with
wireless phone service, 14% of business customers responded “yes.”®® When Ciruli
Associates asked a more concrete version of the same question—based on various
levels of wireline price increases—the number of customers indicating a
willingness to wholly substitute wireless for wireline service increased
significantly:®® For example, 25% of the business customers surveyed said they
would consider “cutting the cord” if Qwest were to increase its business rates by
$25 per month. Another 38% of the customers surveyed said that they would
consider “cutting the cord” if Qwest were to increase its business rates by $50 per
month. Only 45% of the customers said that they would not consider migrating to
wireless at any price—which (after excluding the 6% of customers who did not
respond) means that for more than half of Colorado business customers, relative
price is an important factor. It is reasonable to assume that Oregon business

customers would reflect the same sentiments.

This data demonstrates that for a significant number of Colorado—and Oregon—
business customers, wireless service may represent an effective substitute for
wireline service. The existence of wireless alternatives necessarily constrains

Qwest’s ability to raise prices for wireline switched business services because an

68

69

In the Matter of the Combined Application of Qwest Corporation for Reclassification and
Deregulation of Certain Part 2 Products and Services and Deregulation of Certain Part 3 Products
and Services, Colorado Public Utilities Commission, Docket No. 04A-411T, Answer Testimony of
Floyd Ciruli, filed February 18, 2005, Exhibit CA-1, p. 45.

Id., Exhibit CA-1, p. 47.
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increase in Qwest’s prices (or a decline in its service quality) would likely cause
these customers to replace their wireline service with a wireless phone, thereby
further reducing Qwest’s profitability. Finally, it is important to understand that
wireless service need not be a complete substitute for all business customers in
order for it to constrain Qwest’s wireline pricing. Thus, wireless service represents

an effective price-constraining substitute for wireline service.

WHICH WIRELESS PROVIDERS NOW OFFER SERVICE IN OREGON?
Numerous wireless providers now offer service in the state, including Cingular,
Verizon Wireless, T-Mobile, Sprint, Nextel,”® Edge Wireless, Leap Wireless (d/b/a

Cricket) and several small carriers.

DO THESE WIRELESS CARRIERS NOW PROVIDE SERVICE
THROUGHOUT QWEST’S SERVICE TERRITORY IN OREGON?

Yes. Each wireless carrier does not typically serve customers who reside in every
location in the state, although customers are usually able to use “roaming” functions
even if they are not in their wireless carrier’s primary service area. However,
wireless carriers in the aggregate provide coverage throughout virtually all of
Qwest’s wireline service territory. Exhibit Qwest/10 includes publicly-available
Oregon wireless service availability maps for several wireless providers operating

in Oregon.

HAVE YOU ASSESSED THE SERVICES AND PRICES OF WIRELESS
CARRIERS AS COMPARED TO QWEST’S BUSINESS SERVICES IN
OREGON?

70

Nextel is currently in the process of merging with Sprint.
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Yes. Wireless plans are now priced very competitively with Qwest’s flat business
local exchange and package rates in Oregon. Exhibit Qwest/11 provides a sampling
of available plans from Cingular, Sprint PCS, Cricket, T- Mobile, Unicel and
Verizon." and compares these plans to Qwest flat business line rates in the
Portland, Eugene, Salem, Corvallis and Bend areas. Typically, available wireless
calling plans include a standard range of calling features, such as Caller ID, Voice
Mail, Call Waiting, Three-Way Calling, etc., at no additional charge. As depicted
in Exhibit Qwest/11, these wireless plans are priced similarly to (and in some
instances, substantially lower than) Qwest’s equivalent services (local exchange
business services with features or the Business Choice package). Clearly, wireless
services represent yet another competitive alternative to Qwest’s switched business

services for many Oregon businesses.

As stated earlier in my testimony, Qwest does not contend that wireless service is
viewed as a complete substitute for wireline business services by all Qwest business
customers. However, for many business customers, and especially for smaller
businesses that have a need for mobility (i.e., landscapers, plumbers, real estate
agents, interior decorators, caterers, construction managers, transportation and
delivery personnel, etc.), wireless service is clearly substitutable for standard
wireline service. This competitive reality must be considered when assessing

overall competition in the switched business service market.

WHAT DO YOU CONCLUDE REGARDING THE IMPACT OF WIRELESS
COMPETITION IN THE SWITCHED BUSINESS SERVICES MARKET IN
OREGON?

™ This exhibit provides a representative sample of Oregon wireless carriers and their rates. This

comparison does not reflect all wireless carriers serving Qwest’s service territory in Oregon.
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As | have demonstrated, for a number of business customers, wireless service offers
an effective substitute for Qwest’s switched business services. Even though
wireless service may not be a perfect substitute for wireline service, the existence of
wireless alternatives necessarily constrains Qwest’s ability to raise prices for its
switched business services, because an increase in Qwest’s prices would likely
cause some business customers to replace their wireline services with a wireless
phone, thereby further reducing Qwest’s profitability. Quite simply, while all
customers do not see wireless as a perfect or viable substitute, as long as there are
enough customers who would consider a switch from Qwest’s wireline service to
wireless service, Qwest would not be able to increase wireline rates without the
substantial risk of losing customers and the associated revenues to wireless

alternatives.

B. VolP-Based Services

IS TELEPHONE SERVICE UTILIZING VolP TECHNOLOGY NOW
AVAILABLE TO BUSINESS CUSTOMERS IN OREGON?

Yes. In fact, numerous telecommunications providers, including Qwest, now offer
VolP-based telephone services to business customers in Oregon. Alternative
providers currently offering VolP-based business services in Oregon include
AT&T, Vonage, Packet8, Covad, MCI, XO, McLeod, Unicom and several others.”
I will describe the business VVolP offerings for several of these provides below, and

Exhibits Qwest/12 through Qwest/19 contain press releases and web site postings

2 Comcast has recently announced that it is offering VolP-based local exchange service in the Portland

area, although the initial primary focus will be to serve residential consumers. In other states where
Comcast offers telephone service, it does serve a number of business customers.
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describing the business VolP offerings of each of the aforementioned VolIP

providers.

DOES VOIP SERVICE FUNCTION IN A MANNER SIMILAR TO
STANDARD CIRCUIT-SWITCHED TELEPHONY?

From a customer perspective, yes. VolP-based telephone service looks and
functions very much like traditional telephone service. VolIP is a technology (rather
than a “service”) that allows a customer to utilize a standard telephone set to
originate and receive telephone calls using the same dialing patterns that are used
for standard wireline telephone service. Basic VoIP set-up is relatively simple—a
standard telephone is simply plugged into an adaptor (provided by the VolP
carrier), which is then connected to the phone jack in a personal computer. From
the standpoint of the customer, VoIP works just like traditional telephone service,
except that it provides additional features and functionality. As | will describe,
there are numerous VoIP options and services available to meet the needs of small,

medium and large businesses.

VolP providers also allow customers to select the area code they would like to be
assigned to them. For example, an Oregon VolP customer with significant business
volumes with Chicago customers may elect a Chicago area code. By doing so, all
calls from Chicago callers to the Oregon-based customer essentially become toll-

free.

IN THE PAST, DID USERS OFTEN COMPLAIN ABOUT THE VOICE
QUALITY OF VOIP CALLS?
Yes. However, this no longer appears to be a concern. While early VolP calls may

have been subject to choppiness and dropped calls, VoIP transmission quality has
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improved dramatically in the recent past, and in most cases, the quality of VolP-
based services is indistinguishable from traditional telephone service. As noted
recently in PC Magazine, “[p]aid VolP services. . . . have come a long way in
correcting issues that lead to poor voice quality. The sound quality with VoIP is

usually indistinguishable from that of traditional phone service.””®

DOES VolP SERVICE REQUIRE A CUSTOMER TO BE
“TECHNOLOGICALLY SAVVY”?

Not really. While perhaps this was true in the early days of VolP, today’s VolP-
based services are certainly not limited to “techies.” For example, under normal
circumstances, the adapter provided by the VolP provider is easily installed. One
simply connects the adapter provided by the VolP provider to the cable or DSL
modem, using a standard modular cord. The adaptor is then connected to the
computer and the telephone is connected to the adaptor using modular cords. This
is no more difficult than connecting one’s computer to peripherals. To illustrate, I
have provided as Exhibit Qwest/20 a page from the AT&T “CallVantage” User

Guide that diagrams the equipment wiring.”*

DO VOIP PROVIDERS OFFER 911 SERVICES?
Yes. Nearly all VolP providers offer 911 services, and most now offer E-911
services that are equivalent to Qwest’s E-911 service. For example, Packet8’s web

site states that:

In June 2004, Packet8 became the first major broadband Internet telephone
service provider to offer E911 service to consumers. Packet8’s E911 service,

73

74

“Talk Is Cheaper,” PC Magazine, January 12, 2005, see
http://www.pcmag.com/article2/0,1759,1746589,00.asp

See http://www.usa.att.com/callvantage/fags/user_guide.jsp
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developed in partnership with Level3 Communications, automatically routes
emergency calls, along with computer-based “screen pops” of caller
information, to dispatch operators at local PSAPs.

Since Packet8 E911 calls are routed as emergency traffic, callers should
expect to receive the same response from emergency personnel that they
would receive from traditional 911 service, subject to the capabilities of the
local PSAP. Packet8’s E911 service eliminates the need for operators to ask
Packet8 callers their location, which could be vital in cases where the caller
ggay not be able to verbally communicate.

While AT&T has always offered 911 service to its VolP customers, it is now
rolling out E-911 service. Specifically, AT&T has recently announced that it has
“begun introducing Enhanced 911 Service to its AT&T CallVantage Service users
in a phased deployment to be largely completed later this summer.” AT&T states
that its “E-911 service delivers a caller’s name, telephone number and service
address directly to the console of the appropriate Public Safety Answering Point

(PSAP) in the event of an emergency.”’

Covad states that “Enhanced 911 (E-911) was built into Covad VoIP as a
fundamental feature on every single one of (its) managed VolIP lines since in its

introduction.”’’

Comcast states that it “has access to the network, systems and
capabilities to handle 911/E911 calls the way traditional phone companies do,
ensuring that calls, location information and telephone numbers are transmitted to

the correct local emergency responders.”’

HAS THE FCC ISSUED AN ORDER REQUIRING ALL VolP PROVIDERS
TO OFFER E-911 SERVICE BY THE END OF 20057

™ See http://www.packet8.net/about/e911.asp (visited August 1, 2005).

® AT&T Press Release, July 11, 2005.
7

See: http://www.covad.com/voip/voip.shtml

8 Comcast Press Release, June 24, 2005.
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A. Yes. On June 3, 2005, the FCC released Order 09-116 in Docket Nos. 04-36 and

05-196 requiring VolP providers to offer E911 service by the end of 2005. The
FCC requires that :

e All interconnected VolP providers must automatically provide E9-1-1
services to all customers as a standard, mandatory feature without
customers having to specifically request this service. VolP providers may
not allow their customers the option to “opt-out” of E911 service.

o Before interconnected VoIP service providers can activate a new
customer’s service, providers must obtain from the customer the physical
location at which the service will first be used so that emergency services
personnel will be able to locate callers who dial 9-1-1. Interconnected
VolP providers must also provide one or more easy ways for all customers
to update the physical location they have registered with the provider, if it
changes.”

In sum, E-911 services are available from most VVolIP providers today, and all VVolP

providers are required to provide E-911 by the end of 2005.

CAN YOU QUANTIFY THE NUMBER OF OREGON CONSUMERS NOW
UTILIZING VoIP-BASED SERVICES IN LIEU OF QWEST LOCAL
EXCHANGE SERVICES?

Unfortunately, no. In part because VoIP providers are not required by any
governmental or regulatory agency to report the size and composition of their
customer bases, and in part because alternative competitive data is difficult to
obtain, Qwest has no real means of assessing the number of Oregon customers
served by VolP providers. However, it is clear that VVoIP service is being marketed
aggressively on a national basis and in Oregon. For example, Vonage recently

announced that it had more than 700,000 subscribers, and that it was adding 15,000

79

See http://ftp.fcc.gov/cgb/consumerfacts/voip911.html

[PUBLIC VERSION]



© o0 N o o b~ w NP

RO R N R N N R N N N T T e o e =
5 W N B O © ©O N o o » W N kB O

Qwest/1
Brigham/71

customers per week. According to its CEO, Jeffrey Citron, Vonage will easily
cross the one million subscriber mark before the end of 20052  XO
Communications recently announced that it “has more than 1,000 customers of
XOptions Flex,” its VoIP services bundle for businesses. This occurred in “just
three months” after launching the service, and according to XO demonstrates “the
strong demand by small and medium-sized businesses for VolP solutions that are

simple, flexible and cost effective.”®

ARE VOIP CALLS ASSESSED ORIGINATING ACCESS CHARGES?

No. Currently, VolIP calls are not assessed originating switched access charges,
enabling VolIP providers to offer very low long distance rates. For example, as
depicted in Exhibits Qwest/12 through Qwest/19, AT&T, XO, Covad, Vonage,
Packet8 and other VVoIP providers offer business customers unlimited local and long
distance calling within the continental United States and Canada for a flat fee, and
international long distance rates from the U.S. are generally offered at rates well

below standard direct-dialed rates.

ARE THE VOIP OFFERINGS AVAILABLE IN OREGON PRICED
COMPETITIVELY WITH QWEST’S SWITCHED BUSINESS SERVICES?

Yes. VolIP offerings available to Oregon business customers today are priced very
competitively with Qwest switched business rates; however, since VoIP services
typically include numerous features (and in many cases, free long distance), it is
most meaningful to compare VolP service with traditional telephone service

including some group of features (and for some plans, long distance usage). For

80

81

See Vonage homes in on 1 million subscriber mark, Jeffrey Hodgson, Reuters, May 31, 2005.
XO Press Release, August 1, 2005.
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comparison purposes, the current Qwest flat-rate business basic exchange rate in
rate group 1 is $26.00, and the End User Common Line (“EUCL”) charge is $6.50,
for a total basic monthly rate of $32.50. Qwest also offers the Qwest Choice
Business package, which includes a choice of three features, for $39.99 ($46.49
with EUCL), and the Qwest Choice Business Plus package, which includes a choice
of 15 features, for $49.99 ($56.49 with EUCL). Unlike most VVoIP plans, however,
these packages do not include free long distance. Further, there is no “EUCL”

charge related to VVolIP service.

CAN YOU PROVIDE SOME EXAMPLES OF COMPETITIVE VOIP
OFFERINGS?

Yes. | will provide some examples of competitive VolP-based business local
exchange services, culled from Exhibits Qwest/12 through Qwest/19. Please see
these exhibits for more detail, and for information regarding other carriers not

discussed below.

PLEASE DESCRIBE AT&T “BUSINESS VolP” SERVICE.

AT&T offers VolP-based services for small and large businesses. For small
businesses, AT&T offers its “CallVantage Small Office Plan.”® According to
AT&T’s website (see Exhibit Qwest/12), for $49.99, a small business customer can
purchase a two-line plan with “unlimited local and long distance calling in the US
and to Canada for the 1st line and 500 LD minutes for faxing and calling
throughout the US and to Canada on 2nd line.” The service includes numerous
features, including Error! Hyperlink reference not valid., Error! Hyperlink

reference not valid., Error! Hyperlink reference not valid., Error! Hyperlink

82

AT&T CallVantage service is available to all Oregon small business customers. However, at present,
local numbers are only available in the 503 area code.
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reference not valid., Error! Hyperlink reference not valid., Error! Hyperlink
reference not valid., Error! Hyperlink reference not valid., Error! Hyperlink
reference not valid., Error! Hyperlink reference not valid., Error! Hyperlink
reference not valid., Error! Hyperlink reference not valid., Error! Hyperlink
reference not valid., Error! Hyperlink reference not valid., Error! Hyperlink
reference not valid., Error! Hyperlink reference not valid., and Error!

Hyperlink reference not valid..®*

Thus, the AT&T CallVantage VolIP business customer receives two lines, unlimited
local and long distance calling in the United States and Canada (on the first line),
plus a host of advanced features, for only $49.99 per month, as compared to
Qwest’s Choice Business Plus package, which includes a choice of 15 features, for
$49.99 ($56.49 with EUCL) per month. The Qwest plan, however, only includes
one line, and it does not include unlimited free long distance. It is clear that the
AT&T business VolP plans compare very favorably with Qwest’s basic business

service packages.

AT&T also offers VolP-based solutions for large businesses. According to

AT&T’s website:

AT&T’s VolIP Services help your business evolve to the next generation of
converged communication services. Enhancing employee productivity,
reducing operational expenses and gaining the efficiencies of a unified
network help you attain the leading edge over your competition. AT&T’s
VoIP services are delivered with the quality of service, reliability and security
required for your mission critical business communications. Powering these
services is AT&T’s world-class global, IP-MPLS network, which is
standards-based and designed to support open protocols such as Session

83

See: http://www.usa.att.com/callvantage/plans/index.jsp, visited July 21, 2005.
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Initiated Protocol (SIP) which provides the interoperability and scalability that
your business needs for next-generation communication applications.

AT&T offers a broad portfolio of VVolP solutions designed to help you achieve
your business objectives at the pace your business requires...

Corporate Networks: VolP with AT&T’s VPN services helps you
maximize your networking investment by providing you with high
quality voice communications that can seamlessly connect your
entire enterprise

Branch Offices: AT&T IP Telephony services give you the
flexibility to deploy advanced features throughout the entire
enterprise. Whether your employees are located at headquarters or a
remote office, they can all benefit from the productivity
enhancements of IP Telephony.

Remote Workers: Whether you have full-time, part-time or
occasional remote workers, AT&T will be providing services that
support their needs with cost effective, feature rich options that
allow them to be “always at their desk”.

Call Centers: As your call centers evolve to be IP-enabled, AT&T
will evolve with you and provide critical VoIP services to help you
gain new efficiencies and capabilities as you serve your customers.**

AT&T recently unveiled its “Dynamic Network Applications™ (“DNA”) service.

According to its May 2, 2005 press release, “Voice DNA” offers:

e Network-based voice over IP (\VolP) service that combines the cost and
functionality of a premise-based VolIP service, with the flexibility, control
and reduced capital expenditures of network-based IP services;

e A VolIP solution for enterprise branch offices and remote locations, as well
as smaller businesses;

e Enhanced telephony features and “any distance” calling plans, and
provides a full suite of management capabilities and end user tools;

e All of the standard features of today’s business telephone in addition to
advanced features, such as mid-call move, which gives customers the
ability to move a call from one phone to another without disruption;

84

See: http://www.business.att.com/service_portfolio.jsp (visited July 21, 2005).
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personalized call handling, simultaneous ring, click-to-call, to dial calls
with a single mouse click; locate me; the ability to have multiple phones
ring at once or sequentially for ultimate reachability; on-demand audio
conferencing; and integration with Microsoft Outlook.®

AT&T does not provide pricing for these large business VVolP-based services on its

website.

PLEASE DESCRIBE VONAGE’S VolP OFFERING.

According to the VVonage website®® (see Exhibit Qwest/18), for $39.99 per month,
business customers may purchase the “Small Business Basic” plan that includes
1,500 minutes of local and long distance calls, as well as numerous features
(including fax service, voicemail plus, caller ID, call forwarding, call waiting and
many others).®” Vonage’s “Small Business Unlimited” plan, priced at $49.99 per
month, provides unlimited local and long distance calling within the United States
and Canada, along with all of the features included in the “Small Business” plan.
Vonage’s VolIP rates compare very favorably to the $32.50 Qwest local basic
exchange rate (including EUCL but excluding features and long distance), the
$46.49 rate (including EUCL but excluding long distance) for Qwest Choice-
Business, and the $56.49 (including EUCL) rate for Qwest Choice Business Plus.

PLEASE DESCRIBE COVAD’S VOIP OFFERING.
As indicated in Exhibit Qwest/13, Covad offers VoIP services primarily to business
customers. On September 1, 2004, Covad announced the availability of “business

class Covad VolP” to several new markets, including Portland. According to

85
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87

AT&T Press Release, May 2, 2005.
See http://www.vonage.com/products_basic_sh.php (visited August 1, 2005).

Vonage business service is available to all Oregon business customers. However, at present, local
numbers are only available in the 971 area code.
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Covad, its VolP service “is managed end-to end, offering small and medium

businesses an unparalleled suite of services and voice quality that businesses can

1,88

rely on. Covad touts its “managed” VolP service” that utilizes the Covad

network and is “designed to handle phone service with 24x7 systems monitoring
along with guarantees for clarity and accessibility.” Covad continues: “With a
managed network (last mile loop and core network) there is no perceivable
difference in voice quality between a traditional voice call and a VoIP call.”® With
its “Managed” VolP, the customer purchases its broadband connection from

Covad.”

For large businesses (up to 250 employees per location) Covad offers its “vPBX

Voice Service” which includes

\oice service

1.5 Mbps T1 or SDSL broadband access optimized for voice services

Premium ISP and hosting services

Advanced phone features such as Find Me/Follow Me, instant conference

calling, and easy adds, moves and changes provided with Covad’s award

winning Dashboard (see below)

e The flexibility of choosing between a metered or unlimited calling plans

e With multiple locations, interoffice calls over the Covad network are free
of charge at all times with 4-digit dialing

e Automatic implementation of new features and upgrades

e Emergency 911 (E-911), the system routing emergency calls to the 911

center closest to the caller AND automatically displaying the caller’s

phone number with address for expedited response®*

8  Covad Press Release, September 1, 2004.

8 See http://www.covad.com/voip/whatisvoip/networktypes.shtml

% Wwith most “unmanaged” VolP offerings, the end-user customer purchases a broadband connection

(e.g., DSL) from one provider, and may purchase VolP service from another provider.

%1 See: http://www.covad.com/voip/voiceservices/index.shtml
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Covad recently touted its “PBXi” service, which “enables businesses to utilize their
existing on-premise telephone system and gain (the) significant cost advantages

VolP provides” with “no upfront capital expenses to integrate Covad PBXi Voice

92

Service. This service, designed for customers with 5 to 100 employees per

location, includes:

Voice service

1.5 Mbps T1 broadband access optimized for voice services

Premium ISP and hosting services

A set number of local and long distance minutes included each month
With multiple locations, interoffice calls over the Covad network are free
of charge at all times with 4-digit dialing

Cisco 2431 integrated access device (IAD)

e Emergency 911 (E-911), the system routing emergency calls to the 911
center closest to the caller AND automatically displaying the caller’s
phone number with address for expedited response®

Covad does not provide detailed pricing information on its web site, but does state
that “flat-rate pricing with unlimited local and long distance calling ranges from

$36.95 to $59.95 per phone per month, depending on the number of stations.”*

PLEASE DESCRIBE XO’S VOIP OFFERING.
On April 18, 2005, XO announced the nationwide launch of its “XOptions Flex”
VolP-based services for business in 45 markets, including Portland. According to

its press release:

XOptions Flex is an integrated VoIP services solution that gives business
customers enhanced features, functionality and value for their voice and
Internet services, all in one simple package. It is the industry’s first VoIP

92

93

94

Covad Press Release, July 13, 2005.

See: http://www.covad.com/voip/voiceservices/index.shtml (visited August 1, 2005).

See: http://www.covad.com/voip/voiceservices/details.shtml (visited August 1, 2005).
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services bundle for businesses that combines unlimited local and long distance
calling, dedicated Internet access and web hosting services for a flat monthly
price.

“XOptions Flex offers businesses across the country the most comprehensive
and flexible VolP services bundle,” said Craig Collins, vice president of
product management at XO Communications. “VolIP is truly revolutionizing
the telecommunications industry, and XOptions Flex leverages the power of
the Internet to provide a high quality and reliable communications solution
that integrates voice and data over a single broadband connection with more
valuable features for small and medium-sized businesses that save them time
and money.”®

As described in Exhibit Qwest/19, XO states that its “XOptions Flex” service
includes more than twenty standard voice features for each phone line including call
forward, three-way calling, and voice mail, as well as E-911. Key features of the

service include:*®

Dedicated Internet Access up to 3 Mbps

Dynamic bandwidth allocation

Unlimited local calling

Unlimited inbound and outbound domestic long distance calling

An easy-to-use Administrative Web Portal for making real-time changes
to services

Web Basic Hosting Package

e Additional voice lines, hosting and other applications can also be added on
an a la carte basis

XO does not provide any pricing information on its website.

ARE CABLE PROVIDERS ALSO UTILIZING VOIP TO PROVIDE
TELEPHONE SERVICE TO CUSTOMERS?
Yes. Comcast and other cable providers are now entering the VolIP telephony

market. On June 24, 2005, Comcast announced the launch of “Comcast Digital

95
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See: http://www.x0.com/news/227.html (visited July 27, 2005).
Id.
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Voice” in the Portland metropolitan area. According to its press release,
“Comcast’s new IP-enabled voice service offers customers digital-quality phone
service with unlimited direct-dial local and domestic long distance calling, Web
access to voicemail, E911 service and 12 of the most popular calling features.”’
Comcast offers a “managed” VolP service where calls originate and travel over
Comcast’s own proprietary managed network. Comcast offers unlimited local and

domestic long distance calling for as little as $39.95 per month.

While Comcast and other cable companies have been primarily focused on
residential cable households, they are increasingly providing telephone and internet

services to business customers.

WHAT DO YOU CONCLUDE REGARDING THE IMPACT OF VOIP-
BASED COMPETITION IN THE SWITCHED BUSINESS SERVICES
MARKET IN OREGON?

VolP-based telephone services are now offered to small, medium and large business
customers throughout Oregon, and many business customers are purchasing VolP-
based services from companies such as AT&T, Covad, MCI, McLeod, Packet8,
Unicom, Vonage, XO and several others. For Qwest’s business customers with
access to a broadband Internet connection who use calling features and make long
distance calls, VolP-based services provided by these and other providers represent
a viable and price-competitive alternative to Qwest’s traditional wireline business
services. As described above, VoIP services are available at rates and terms that are

comparable with Qwest’s switched business services. Thus, for many businesses,

97

Comcast Press Release, June 24, 2005.
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VolP-based telephony represents an effective substitute for traditional telephone

service.

Along with traditional wireline and wireless competitive alternatives, the
availability of VolP-based services to Oregon business customers demonstrates that
the criteria outlined in ORS 759.30(4) have been satisfied. First, the wide
availability of VolP-based services that are comparable to traditional switched
business telephone service demonstrates that “services are available from
alternative providers in the relevant market.” ORS 759.30(4)(a). Second, VolP-
based services that are “functionally equivalent or substitutable at comparable rates,
terms and conditions” are available from alternative providers in Oregon. ORS
759.30(4)(b).  Third, the existence of multiple VolP providers in Oregon
demonstrates that there are no “existing economic or regulatory barriers to entry” in
the Oregon business market. ORS 759.30(4)(c). Finally, the emergence of VolP-
based telephony has the effect of necessarily constraining the prices that Qwest can

charge for traditional wireline telephone service.

IX. OTHER RELEVANT CONSIDERATIONS

HAS THE COMMISSION BEEN CHARGED WITH REDUCING
REGULATORY BURDENS ON TELECOMMUNICATIONS CARRIERS
AND ADVANCING PRICING FLEXIBILITY FOR COMPETITIVE
SERVICES?

Yes. Oregon law now requires the Commission to submit, on an annual basis, a
report to the Governor and Legislative Assembly or the Emergency Board,

including information on:
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(1) The status of competition in the telecommunications industry;

(2) Significant changes that have occurred in the telecommunications industry
during the preceding 12 months;

(3) Statutes that inhibit or discourage competition in and deregulation of the
telecommunications industry;

(4) Specific actions taken by the commission to reduce the regulatory
burden imposed on the telecommunications industry, including
telecommunications utilities and competitive telecommunications
providers (emphasis added);

(5) Specific actions taken by the commission to maximize the
opportunities for telecommunications utilities and competitive
telecommunications providers to achieve pricing flexibility, including rate
rebalancing, exemption from regulation and streamlined regulations
(emphasis added);

(6) Specific actions taken by the commission to:
(@) Minimize implicit sources of support; and

(b) Maximize explicit sources of support that are specific, sufficient,
competitively neutral and technologically neutral and that support
telecommunications services for customers of telecommunications
providers in high-cost locations; and

(7) Statutes that should be enacted, amended or repealed to enhance and
respond to the competitive telecommunications environment or promote the
orderly deregulation of the telecommunications industry.

It is clear from these requirements that the Governor and other state lawmakers hold
an expectation that as competitive markets develop, the Commission’s role is to
remove undue regulation and facilitate market-based pricing. The retail switched
business services market in Oregon is clearly an area where the Commission can

take action consistent with that vision.
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SINCE THE LEVEL OF COMPETITION IN THE RETAIL BUSINESS
MARKET IS NOT UNIFORM THROUGHOUT QWEST’S OREGON
SERVICE TERRITORY, SHOULD THE COMMISSION APPROVE
QWEST’S PETITION ONLY IN THOSE GEOGRAPHIC AREAS WITH
THE HIGHEST LEVEL OF COMPETITION?

No. The Commission should approve Qwest’s petition for all of Qwest’s Oregon
wire centers. As | have demonstrated above, Qwest is now experiencing a high
level of switched business service competition throughout its Oregon service
territory. While the level of competitive entry may be higher in urban areas such as
Portland than it is some other areas, significant competition for switched business
services is also being experienced in the smaller Oregon communities served by
Qwest. As demonstrated above, of the eight Oregon regions identified in the
Commission’s annual report on competition, the lowest wireline CLEC switched
business market share for any region is [Confidential- XX%], with an average for
the state of [Confidential- XX%]. This indicates significant competition throughout
Oregon. Business customers are currently purchasing competitive local exchange

services in all of Qwest’s Oregon wire centers.

As described in Section IV-A above, the relevant market in this case should be
defined to include the provision of switched business services throughout Qwest’s
Oregon territory. Many of Qwest’s competitors are marketing business services to
customers throughout the state, indicating that they view the relevant market to be
the entire state. Not only are CLECs marketing business services throughout the
state, but many competitors are also currently serving business customers in a high
percentage of Qwest’s wire centers, as | demonstrated earlier. The presence of

competitive providers offering switched business services in all of Qwest’s wire
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centers has the effect of constraining Qwest’s ability to raise prices throughout

Oregon.

In sum, Qwest has demonstrated that the requirements of the provisions of ORS
759.030(4) have been met, and that switched business services should be

deregulated throughout Qwest’s serving area in Oregon.

SHOULD THE COMMISSION CONSIDER DEREGULATING ONLY A
SUBSET OF THE BUSINESS SERVICES IDENTIFIED IN QWEST’S
PETITION?

No. As described earlier, CLECs in Oregon typically offer a substantial range of
switched business services, including exchange access services (such as flat
business lines, PBX trunks, etc) and advanced features and functionalities. CLECs
also offer service packages including access lines, features, and in some instances
long distance calling, at attractive rates that incorporate volume discounts based on
the combined services purchased. Thus, as explained in Section I1V-A, the market
for all of these services must be considered as a whole. It would not be appropriate
to consider, for example, flat business service, analog PBX Trunks, analog Centrex
services, ISDN Basic Rate service, ISDN Primary Rate services and advanced

features as separate and distinct markets.

Further, business products overlap, and customers can often meet their overall
needs by substituting one service for another. For example, a medium size business
with a need for several access lines may purchase analog PBX trunks, digital PBX
trunks, Centrex, ISDN PRI or basic business lines to meet its needs. While these
services are not identical from a technology standpoint, customers will substitute

these products for one another based on the relative price and the perceived level of
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benefits they will receive. It makes no sense to deregulate one of these services
while continuing to regulate the other, especially given that customers can and do

substitute these products for each other.

X. DEREGULATORY ACTIVITY IN OTHER STATES

HOW ARE RETAIL BUSINESS SWITCHED SERVICE PRICES
REGULATED IN OTHER STATES?

While the level of retail business service regulation varies by state, many states
have relaxed the price regulation of business services, either via legislation or
regulatory decisions. In some states, prices for all business services are
deregulated, while in other states Qwest has been granted business service pricing
flexibility. In this section, | will briefly describe the regulatory treatment of

switched business services in several of these states.

WHICH QWEST STATES HAVE ENACTED LEGISLATION
“DEREGULATING” SWITCHED BUSINESS SERVICE PRICES?

Legislation that creates a more equitable and flexible regulatory climate for all
providers was passed in four Qwest states—Utah, lowa, North Dakota and Idaho—
during the 2005 legislative sessions. Nebraska passed deregulatory legislation in
1987, and Minnesota deregulated some business services in 2004. Following are

the highlights of each of these bills:

e Utah — Pursuant to Senate Bill 108, effective May 2, 2005, all retail
services except basic residential service (one line without features) are
deregulated. All business service prices are deregulated, and Qwest may
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offer these services “by means of a price list or competitive contract in the
same manner as a competing telecommunications corporation.”*®

lowa — Pursuant to House File 277, effective July 1, 2005, all retail
residence and business local exchange services, except for single line flat-
rated residential and business services, are price deregulated. Single-line
flat rated residential and business service rates may be increased by up to
$1.00 and $2.00, respectively, per twelve-month period between July 1,
2005 and June 30, 2008.* Rates cannot exceed $19.00 for residential
service or $38.00 for business service. Effective July 1, 2008, single line
flat-rated residential and business services are deregulated, unless the lowa
Utilities Board finds during the first six months of 2008 that it is in the
public interest to extend its retail rate jurisdiction over these services. If
such a finding is made, rate regulation may be extended for no more than
an additional two years.®

Additionally, all residential and business local exchange services
(including single line flat-rated services) in six Qwest exchanges were
deregulated by the lowa Utilities Board in its Final Decision and Order
issued December 23, 2004 in Docket No. INU-04-1.

North Dakota — Pursuant to Senate Bill 2216, effective August 1, 2005,
all retail service prices are deregulated except for primary residential
service. A price cap of $18.00 will remain in effect for primary residential
service. Thus, all retail business service prices are deregulated.*™

Idaho —House Bill 224, effective July 1, 2005, allows a company to elect
to have all or parts of its services excluded from price regulation.
However, basic single line local exchange services will be subject to price
restrictions for a transition period of three years, at the end of which time
the 1daho Commission may extend restrictions for another two years if the
Commission finds that such action is necessary to protect the public
interest. The single line residence price may not be increased by more
than 10% per year, and is capped at $24.10. The single line business price
may not be increased by more than 10% per year, and is capped at
$42.00.292 Thus, all retail business service prices, except for basic single
line service, are deregulated.

98

99

100

101

102

A copy of Senate Bill 108 is included with my testimony as Exhibit Qwest/21.

If the ILEC elects to make these increases in rates, the ILEC agrees to invest in DSL services in all
exchanges in its service area.

A copy of House File 277 is included with my testimony as Exhibit Qwest/22.
A copy of Senate Bill 2216 is included with my testimony as Exhibit Qwest/23.
A copy of House Bill 224 is included with my testimony as Exhibit Qwest/24.
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e Nebraska - LB835, effective in 1987, completely deregulated rates for all
telecommunications services except basic local exchange services, for
which it provided significant pricing flexibility. Rate increases for local
service may only be reviewed by the Nebraska Public Service
Commission if they exceed 10% a year or if 2% of the affected subscribers
protest the increase.

e Minnesota — Pursuant to legislation passed in 2004, prices of business
basic exchange services for customers with four or more lines in
competitive areas — including Minneapolis/St. Paul, Duluth and St. Cloud
— are deregulated.

Q. PLEASE DESCRIBE THE NATURE OF BUSINESS SERVICES
REGULATION IN OTHER STATES.

A. Retail switched business services prices have been partially or fully deregulated by

commissions in several other states:

e South Dakota - Effective January 1, 2004, pursuant to enabling
legislation that had been enacted in 1988 (SDCL 49-31-3.2), all residential
and business local exchange service, and their related services, are
classified as fully competitive, and thus all business switched services
prices are deregulated.'®®

e Washington — Competitive services are flexibly priced, with the
requirement that prices charged for these services shall cover their cost.
The WUTC determined that, effective January 1, 2004, all Qwest retail
analog business services (e.g., flat business local exchange, PBX trunks,
Centrex lines, etc.) are competitive and may be flexibly priced in all
Qwest wire centers. In April 2005, pursuant to RCW 80.36.330, the
Washington Utilities and Transportation Commission determined that
digital business services are competitive in 58 Washington wire centers
and may be flexibly priced. These digital services include DSS, ISDN and
Frame Relay. Thus, Qwest has pricing flexibility for all business services
in most of Washington, and pricing flexibility for some services in all of
Washington.'**

103 See Order Reclassifying Qwest’s Local Exchange Services as Fully Competitive, issued October 29,
2003, in South Dakota Docket No. TC03-037.

194" The Washington Commission verbally approved Qwest’s application in docket UT-050258 in April,
2005, but a final written order has not yet been issued.
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e Colorado — In Docket 04A-411T (2005),'* the Commission deregulated
prices for “Market Regulated” services, including “all other business
services except for one to five (1-5) flat rated, message or measured
business access lines.” Prices for Market Regulated services go into effect
without Colorado Public Utilities Commission approval, but a party may
file a complaint after the fact if it believes the prices violate Colorado
statute. Some business services, including all Centrex/Centron-like
services and features related to business customers with more than five
lines, were previously deregulated per Statute (CRS 40-15-401).1%

e Wyoming — All services other than those that are defined as “essential”
services by statute are considered to be “competitive” services and have
pricing flexibility (price changes are effective as filed with the
Commission and listed in the Price Schedule).’”” Essential services
include: single line, flat-rated residence service and single-line, flat-rated
business service, zone charges, PAL, 911 access lines, measured service
lines, transmission services and switched access. Competitive services
include Frame Relay, ISDN, Centrex Prime, Centrex 21, Centrex Plus, and
PBX Trunks. Thus, prices for many business switched services are
flexibly priced in Wyoming.

XI. CONCLUSION

Q. WHAT ACTION SHOULD THE COMMISSION TAKE IN THIS
PROCEEDING?

A. My testimony has demonstrated that the switched business services market in

Oregon is extremely competitive, and that the requirements of ORS 759.030(4)
have been met. Therefore, the Commission should approve Qwest’s petition, and
exempt from regulation all switched business services in Qwest’s Oregon serving

territory.

195 On June 6, 2005, the Commission has issued its order in Docket 04A-411T. Some parties have filed

for reconsideration, and a final order has not yet been issued.

106 All business feature prices are now deregulated per Docket 04A-411T.

19 The Wyoming Commission has no price jurisdiction over competitive services as long as revenues

recover Total Service Long Run Incremental Cost (“TSLRIC”).
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Pursuant to ORS 759.030(4)(a), | have demonstrated that “services are available
from alternative providers in the relevant market.” There are at least 50 wireline
competitive providers actively competing with Qwest in the Oregon business
switched services market, and virtually all business customers in Oregon have
competitive switched service alternatives. Oregon business customers also have
intermodal alternatives; multiple competitors are providing wireless and VolP-
based services throughout Oregon, and these services may be utilized as a substitute

for Qwest wireline switched services.

Pursuant to ORS 759.030(4)(b), | have demonstrated that both traditional wireline
and intermodal competitive providers are offering services that are “functionally
equivalent or substitutable (for Qwest services) at comparable rates, terms and
conditions.” The provision of functionally equivalent or substitutable services at
comparable rates by multiple competitors has the effect of constraining Qwest’s
ability to raise prices for its services. Thus competitive market forces, not
regulation, should determine the appropriate prices for these competitive switched

business services.

Pursuant to ORS 759.030(4)(c), | have demonstrated that there are no “existing
economic or regulatory barriers to entry.” The fact that there are at least 50
wireline providers actively competing with Qwest in Oregon, along with numerous
wireless and VolP providers, provides compelling evidence that entry barriers do

not exist.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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CLECs COMPETING WITH QWEST IN OREGON *

1-800-Reconex (d/b/a "USTel")

ACN Communications Services

Apex Telecom

AT&T

ATL Communications (d/b/a "Sunriver Telecom")
Automotive Experts Group (d/b/a "Bend Data Center")
Beaver Creek Cooperative Telephone Company
Budget Phone

Bullseye Telecom

CDS Networks

Centel Communications

Comm South Companies

Cypress Communications

Eastern Oregon Telecom

Electric Lightwave, Inc. ("ELI")

Ernest Communications

Eschelon Telecom

Excel Telecommunications

FairPoint Communications Solutions

Global Crossing Local Services

Granite Telecommunications

Integra Telecom

Lightyear Network Solutions

MClmetro Access Transmission Services
McLeodUSA Telecommunications Services
New Access Communications

NextGen Phone Systems

Northwest Open Access Network Oregon

NOS Communications

OneEighty Networks

Oregon Telecom

Preferred Long Distance

Prime Time Ventures

PriorityOne Telecommunications

Quantum Communications

QuantumsShift Communications

Rio Communications

SBC Telecom

Sprint Communications Company

Talk America

Tel West Communications

TelLogic (d/b/a "Quality Telephone™)

Time Warner Telecom

Trinsic Communications (fka "Z-Tel Communications")
United Communications (d/b/a "Unicom")
VarTec Telcom

VCI Company

Wantel Telecommunications

Western Telephone Integrated Communications
XO Communications Services

* As of May 2005
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CLECs THAT HAVE SIGNED A QPP AGREEMENT WITH QWEST
INDICATING AN INTENT TO PROVIDE SERVICE IN OREGON*

Date QPP

CLEC Signed

1-800 Reconex (d/b/a "USTel") 1/14/2005
ACN Communications Services 12/17/2004
AT&T 2/1/2005
ATL Communications (d/b/a "Sunriver Telecom") 1/31/2005
Automotive Experts Group ((d/b/a "Bend Data Center") 10/1/2004
Budget Phone 1/26/2005
Bullseye Telecom 3/2/2005
Covad Communications Company 3/15/2005
Ernest Communications 3/7/2005
Eschelon Telecom 1/25/2005
Global Crossing Local Services 3/14/2005
Granite Telecommunications 8/18/2004
Integra Telecom 2/3/2005
lonex Communications North 3/29/2005
Lightyear Network Solutions 1/27/2005
Marathon Communications 2/23/2005
MCImetro Access Transmission Services 7/15/2004
McLeodUSA Telecommunications Services 2/1/2005
New Access Communications 9/1/2004
New Rochelle Telephone Corp 1/28/2005
OrbitCom 1/28/2005
Oregon Telecom 1/11/2005
PiperTel Communications 2/21/2005
Preferred Carrier Services 2/2/2005
Preferred Long Distance 8/5/2004
Prime Time Ventures 1/26/2005
PriorityOne Telecommunications 1/27/2005
Quiality Telephone 2/10/2005
Tanager Telecommunications 3/14/2005
Sovereign Telecommunications 1/31/2005
Tel West Communications 2/1/2005
Trans National Communications International 3/14/2005
United Communications (d/b/a "Unicom") 8/9/2004
VCI Company 2/8/2005
Vycera Communications 2/11/2005
Z-Tel Communications (now known as "Trinsic Communications") 10/18/2004

* As of July 14, 2005
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Carrier Service Name Service Description Pricing Target Market Availability Source
WEST Flat Business Line Single party, flat-rated business access line $26.00 - $30.50, depending | Small/Medium/Large | Qwest Territory Qwest Exchange and Network Services Tariff, effective 1-1-
on rate group Businesses 02.
Flat Business Trunk Flat-rated analog PBX trunk $28.00 - $56.36, depending |Medium/Large Qwest Territory Qwest Exchange and Network Services Tariff, effective 1-1-
on rate group and Businesses 02 & 5-3-04.
functionality
Digital Business Trunk Flat-rated basic trunk $270/month (common Medium/Large Qwest Territory Qwest Exchange and Network Services Tariff, effective 1-1-
equipment) Businesses 02.
$17.00/trunk
ISDN - Basic Rate Single Line ISDN Service Basic Rate Access $58.00 - $78.35, M-M Small/Medium Quwest Territory Qwest Exchange and Network Services Tariff, effective 1-1-
$52.20 - $77.11/month for 1 Businesses 02.
5 yr. terms, depending on
rate group/term length
ISDN - Primary Rate ISDN 23B+D Service $400/month (service Medium/Large Qwest Territory Qwest Exchange and Network Services Tariff, effective 10-
configuration) + $137.00/ | Businesses 17-03.
month (T-1 facility)
ATM Service Asynchronous Mode Transfer Service Optical Access Link: Medium/Large Qwest Territory Qwest Advanced Communications Services Tariff, effective
$639 - $2800 (depending | Businesses 6-24-98 & 8-9-02.
on bandwidth and term
length)
Frame Relay High-speed Frame Relay functiondlity at up to Access Link: MediunvLarge Qwest Territory Qwest Advanced Communications Services Tariff, effective
44.736 Mbps $49.58 - $150.00/month Businesses 6-24-98.
(depending on bandwidth
and term length)
Wide Area Telecommunications 800 Serviceline Option $6.00/hour, withvolume | Small/Medium/Large | Qwest Territory Qwest Exchange and Network Services Catalog, effective 7-
Service discounts of 10% - 20% Businesses 7-05.
available
CLECS
AT&T Main Business Line Flat rate business loca service $23.75/month Unspecified Qwest Territory AT&T Oregon Local Exchange Services Tariff, p. 6-10, eff.
(for customers who also 1-17-03 and 2-14-05; CCMI database.
subscribeto an AT& T long
distance plan)
AT&T All In One Plus Business Local Service Bundle: unlimited local | $28.60/month Small/Medium All Qwest exchanges, |www.att.com, visited 7-1-05.
calling, long distance at 6 centyminute Businesses except Junction City
AT&T All InOne Advantage  Business Loca Service Bundle: unlimited local | $58.95/month Small/Medium All Qwest exchanges, |www.att.com, visited 7-1-05.
and unlimited long distance calling Businesses except Junction City
Business Trunks Analog Trunk $20.55-$35.40/month Unspecified Qwest Territory AT&T Oregon Local Exchange Services Tariff, p. 10.1,
effective 2-14-05; CCM| database
Digital Trunks Digital Trunk, per Trunk $20.55-$40.40/month Unspecified Qwest Territory AT&T Oregon Local Exchange Services Tariff, p. 10.1,
effective 2-14-05; CCM| database
DS-1 Digital Facility Digital Facility, 24 Trunks; In Only, Out Only, $555-$705/month Unspecified Qwest Territory AT&T Oregon Local Exchange Services Tariff, p. 10.1,
Two-Way effective 2-14-05; CCMI database
Primary ISDN Facility ISDN Primary Rate Interface (PRI): 23B+D, $785-$935/month Unspecified Qwest Territory AT&T Oregon Local Exchange Services Tariff, p. 12,
24B, 23B + Back-up D effective 2-14-05.
AT&T Frame Relay Service & |A global data network based on asimplified form |No publicly available Mediunv/Large Unknown www.att.com, visited 7-08-05 and 7-27-05
Frame Relay Plus Service of packet switching in which synchronous frames | pricing information located. |Businesses

of data are routed to specified desitnations within
adefined network.




SELECTED SERVICES AND PRICES
QWEST AND CLECs

Carrier Service Name Service Description Pricing Target Market Availability Source
AT&T ATM Service Asynchronous Transfer Mode (ATM) - aservice |No publicly available Medium/Large Unknown www.att.com, visited 7-08-05 and 7-27-05
designed for business applications that require pricing information located. |Businesses
bandwidth at speeds of T1.5 and higher.
AT&T All In One Toll-Free Toll Free Services $0.06 - $0.069/minute Unspecified Qwest Territory www.att.com, visited 7-11-05
Service
Electric Lightwave | Simple Business Service Business Line Service - single, voice grade Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
(ELI) channel that includes two standard features. $32.00/month - M-M;
$24.00 - $30.00/month, Prices per ELI tariff in WA, eff. 1-8-04.
depending on length of
term.
Basic Business Service Business Line Service - single, voice grade Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
channel that includes eleven standard features. $34.00/month - M-M;
$25.00 - $31.00/month, Prices per ELI tariff in WA, eff. 1-8-04.
depending on length of
term.
Enhanced Business Service Business Line Service - single, voice grade Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
channel that provides customers with the $37.00/month - M-M;
capability of abbreviated dialing within their $28.00 - $35.00/month, Prices per ELI tariff in WA, eff. 1-8-04.
business, dlong with a set of custom calling depending on length of
features at no extra charge. term.
PBX Interface Line Business Line Service - an analog line service Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
used to connect a customer with a PBX to the $37.00/month - M-M;
public switched network. $28.00 - $34.50/month, Prices per ELI tariff in WA, eff. 1-8-04.
depending on length of
term.
Hybrid Line Business Line Service - provides customerswith | Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
the ability to terminate 24 lines at their premises at| $33.00/month - M-M;
aT-1 level rather than channelized. $25.00 - $31.00/month, Prices per ELI tariff in WA, eff. 1-8-04.
depending on length of
term.
Basic Trunk Service Provides a single voice grade channel which can | Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
be used to place or receive onecall at atime. $40 - $77/mo. - M-M;
$27.50 - $67.00/month, Prices per ELI tariff in WA, eff. 1-8-04.
depending on trunk
configuration and length of
term.
Digital Trunk Service Provides the customer with adigital connection | Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
operating at 1.544 Mpbs which istime- Value Trunk -

multiplexed into 24 individual voice grade
channels. Vaue Trunk Serviceis limited to one
trunk group; Business Trunk Service
accommodates multiple trunk groups.

$1017.60/mo. - M-M;

$816 - $999/month,
depending on length of
term.

Business Trunk - $1248/mo.
- M-M;

$825 - $1248/month,
depending on length of
term.

Prices per ELI tariff in WA, eff. 1-8-04.
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ISDN-PRI Allows the customer to transport voice, dataand |Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
video over the same line, and increases $700 - $1000/mo.,
throughput over the network. Consists of 23 depending on term length, Prices per ELI tariff in WA, eff. 1-8-04.
bearer (B) channels and one data (D) channel. volume, and service type
(i.e., dataonly, or voice +
data)
ATM Asynchronous Transfer Mode - a packet-switched |\ Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
technology that uses multiple virtual channels ATM Port Pricing -
over asingle access line at speeds up to 155 DS1 - $700/month; Prices per ELI tariff in WA, eff. 1-8-04.
Mbps. DS3 - $3,000/month;
OC3 - $6,000/month
Frame Relay Provides multi-point, wide-area connectivity using Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
frame relay packet technology that reduces the Frame Relay Port Pricing -
connection costs of distributed data networks. $95 - 475/month, depending Prices per ELI tariff in WA, eff. 1-8-04.
on speed.
Advantage Switched Toll-Free |Allowstoll callsto be billed to ELI's customers |\ Washington: Unspecified Portland www.electriclightwave.com, visited 5-11-05.
Service rather thanto the call originator. $0.07/minute
Prices per ELI tariff in WA, eff. 1-8-04.
Eschelon Premium Business Ling; Flat rate business service provided over Washington: Small/Medium Qwest Territory www.eschelon.com, visited 6-30-05.
Premium Measured Line Eschelon's own switching facilities; includes a $27.29/month; $19.60 - Businesses
variety of features at no additional cost. measured Prices per Eschelon tariff in WA, eff. 1-9-04, and UT,
eff. 1-5-04.
Utah: $28.99/month;
$20.98 - measured
Eschelon Advantage Line Flat rate business service provided over the Washington: $27.29/month Small/Medium Qwest Territory Eschelon tariff in WA, eff. 1-9-04, and UT, eff. 1-5-04.
unbundled network elements of Eschelon's Businesses
wholesale providers. Utah: $28.99/month
On-Network Local Voice T-1  Digital switched services providing digital Washington and Utah: Medium-sized Quwest Territory www.eschelon.com, visited 6-30-05.
Trunks and Voice TY/Primary | exchange service through Eschelon's own switch | 1yr.- $350/mo; Businesses
Rate Interface (PRI) Services |facilities. These servicesride DSL1 facilities, 2 yr.- $300/mo; Prices per Eschelon tariff in WA, eff. 2-7-05, and UT,
consisting of common equipment, local exchange |3 yr.- $250/mo. eff. 2-1-05.
swtiching, and flat usage trunks for accessto the
local exchange and toll networks.
On-Network First Eschelon T1 |On-Network PRI service rides a T1 facility, which| Washington and Utah: Medium-sized Qwest Territory www.eschelon.com, visited 6-30-05.
and First Eschelon T1/Primary |consists of common equipment, local exchange | 1yr.- $375/mo; Businesses
Rate Interface (PRI) Services |switching, flat usage trunks and a data channel for |2 yr.- $325/mo; Prices per Eschelon tariff in WA, eff. 2-7-05, and UT,
access to the local exchange and toll networks. 3yr.- $2275/mo. eff. 2-1-05.
Serviceis provided through Eschelon's own
switch facilities.
Precision Integrated Access Combines voice and data services delivered over |Washington and Utah: Small/Medium Qwest Territory www.eschelon.com, visited 6-30-05.
asingle circuit; customers can choose from a host | 1yr.- $325/mo; Businesses

of loca line features.

2 yr.- $275/mo;
3yr.- $225/mo.

Prices per Eschelon tariff in WA, eff. 2-7-05, and UT,
eff. 2-1-05.
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Dedicated Long Distance T1 |24 channels for long distance caling that canbe |Washington and Utah: Small/Medium Qwest Territory www.eschelon.com, visited 7-25-05
Service used for inbound or outbound long distance calls. |$285/mo. ($75/mo. if Businesses
customer providesown T1 Prices per Eschelon tariff in WA, eff. 9-23-02, and UT,
loop) eff. 10-22-02.
Integrated T1 Long Distance | Serviceis designed to meet the needs of high- Washington and Utah: Small/Medium Quwest Territory www.eschelon.com, visited 7-25-05
- Toll Free Service available volume customers. $125/mo. Businesses

through this program.

Prices per Eschelon tariff in WA, eff. 9-23-02, and UT,
eff. 10-22-02.
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Toll Free Service Features: Toll Free Service alows calers to reach Eschelon |Washington & Utah Smal/Medium Qwest Territory Per Eschelon tariff in WA, eff. 8-5-02, and UT, eff. 10-
Area Code Blocking customers without incurring toll charges. $10/month Businesses 22-02.
Area Code Routing $20/month
Percent Allocation $10/month
TOD/Day of Year Routing $10/month
Area Code/Exch.Routing $50/month
Toll Free DA Listing $16.95/month
Eschelon Analog Trunks A two-wire trunk connecting an analog Key/PBX |Washington Small/Medium Quwest Territory www.advancedtelcom.com, visited
(through its system to Eschelon's telephone network; may be  |$21.85 - $53.55/mo., Businesses 5-11-05
acquisition inonly, out only, two-way, or DID. depending on type of trunk
of Advanced and term length; $26.60 - Prices per Advanced TelCom's tariff in WA, eff. 12-14-
TelCom) $59.50 for month-to-month 03.
Centrex Line An enhanced business line for serving an analog | Washington Small/Medium Qwest Territory www.advancedtelcom.com, visited
telephone set or analog Key/PBX systeminan  |$20.60 - $23.50/mo., Businesses 5-11-05
Eschelon Centrex service group and associated | depending on term length;
dialing plan. $26.00 for month-to-month Prices per Advanced TelCom's tariff in WA, eff. 12-14-
03.
Digital Centrex Line A singleline to receive up to eight incoming calls |No publicly available Small/Medium Quwest Territory www.advancedtelcom.com, visited
to amain number, and "more standard features | pricing information located. | Businesses 5-11-05
than any other local service provider."
ISDN Basic Rate Interface Delivers 128Kbps of bandwidth for supporting | Washington Small/Medium Quwest Territory www.advancedtelcom.com, visited
(BRI) Service voice and/or data calls. Includes a number of $52.00 - $56.70/mo., Businesses 5-11-05
standard features and additional optional depending on term length;
features.. $63.00 for month-to-month Prices per Advanced TelCom's tariff in WA, eff. 12-14-
03.
Granite Telecommuni- Individual Line Flat Rate Basic business local service. Idaho Small/Medium/Large | Qwest Territory www.granitenet.com, visited 7-6-05.
cations Service $26.50 - $32.51, depending | Businesses
on geographic location. Prices per Granite's tariff in ID, eff. 2-5-04.
CustomChoice Package Package of 22 custom calling features. Idaho Small/Medium/Large | Qwest Territory www.granitenet.com, visited 7-6-05.
$22.44 - $28.45, depending | Businesses
[Other, smaller feature packages also available, | on geographic location. Prices per Granite's tariff in ID, eff. 2-5-04.
priced from $8.15 to $14.35.]
PBX Trunk Flat Rate Service | Specific description not available. Idaho Unspecified Qwest Territory www.granitenet.com, visited 7-6-05.
$34.08 - $37.20, depending
on geographic location. Prices per Granite's tariff in ID, eff. 2-5-04.
Centrex Service Centrex 21 Analog Station Line & Centrex 21 Washington Unspecified Qwest Territory www.granitenet.com, visited 7-6-05.
ISDN 2B+S $200/month
Prices per Granite's tariff in WA, eff. 9-28-03.
ISDN - BRI Basic Rate Interface Idaho Unspecified Qwest Territory www.granitenet.com, visited 7-6-05.
$69.00/month
Prices per Granite's tariff in ID, eff. 2-5-04.
ISDN - PRI Primary Rate Interface Idaho Unspecified Qwest Territory www.granitenet.com, visited 7-6-05.

Transport (T1) - $150/mo.
Service Configuration -
$400.00/mo.

Prices per Granite's tariff in ID, eff. 2-5-04.
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Granite Switched Inbound & Toll-free long distance service. Idaho Small/Medium/Large | Qwest Territory www.granitenet.com, visited 7-6-05.
Outbound Services $0.099/minute Businesses
Prices per Granite's tariff in ID, eff. 2-5-04.
Integra Basic Business Line Flat rate business loca service Oregon Small/Medium Portland, Salem, www.integratelecom.com, visited 6-30-05.
$16.00/month Businesses Eugene, Vancouver, and
surrounding OR price per www.telogical.com, visited 7-11-05 (term
Washington communities. commitment, if any, not known)
$19.99 - $23.00/mo.,
depending on term length; WA prices per Integra's tariff in WA, eff. 7-21-03.
$29.00 for month-to-month
Custom Calling Features A full range of calling features "designed to Washington Small/Medium Portland, Salem, www.integratelecom.com, visited 6-30-05.
enhance the customer's image and productivity." |Most features priced Businesses Eugene, Vancouver, and
between $1.25 and $5.00 surrounding WA prices per Integra's tariff in WA, eff. 7-21-03.
communities.
Digital T1 Access Service Combineslocal, long distance and I nternet access | Washington Medium-sized Portland, Salem, www.integratelecom.com, visited 6-30-05.
services over the same network; includes $80.00 - $220.00/mo., Businesses Eugene, Vancouver, and
flexibility to choose full or fractional T1 use. depending on type of plan surrounding WA prices per Integra's tariff in WA, eff. 7-21-03.
selected communities.
ISDN PRI ISDN Primary Rate Interface - An "enhanced T- | Washington Medium-sized Portland, Salem, www.integratelecom.com, visited 6-30-05. (Integra's
1" service delivering voice conversations over 23 |$700.00 - $899.00/mo., Businesses Eugene, Vancouver, and \website notes that ISDN services are available "only
bearer (23 B) channels supported by one signaling| depending on term selected surrounding in OREGON, Washington and Utah markets.")
channel (1 D). Allows for accessto the Internet in communities.
areas where DSL cannot be provided. WA prices per Integra's tariff in WA, eff. 7-21-03.
ISDN BRI ISDN Basic Rate Interface - Provides for adigital |Washington Medium-sized Portland, Salem, www.integratelecom.com, visited 6-30-05. (Integra's
transmission of two 64 Kbps bearer channelsand | $65.00/month - 1-year term | Businesses Eugene, Vancouver, and | website notes that ISDN services are available "only
one 16 Kbps data channel (2B+D). Allowsfor surrounding in OREGON, Washington and Utah markets.")
access to the Internet in areas where DSL cannot communities.
be provided. WA prices per Integra's tariff in WA, eff. 7-21-03.
NEXUS Voice & Data An integrated voice and data solution designed | No publicly available Small/Medium Portland, Salem, www.integratelecom.com, visited 6-30-05.
Solutions for small and mid-sized customers with traditional | pricing information located. |Businesses Eugene, Vancouver, and
analog business lines that have a need for high- surrounding
speed Internet access, but do not require the communities.
service of afull T1.
Integra8XX Switched Toll Service permits termination of intrastate calls Washington Small/Medium Portland, Salem, www.integratelecom.com, visited 7-25-05.
Free Service from diverse geographic locations to customer $0.11/min. - month-to- Businesses Eugene, Vancouver, and
local exchange lines or to dedicated access month surrounding WA prices per Integra's tariff in WA, eff. 7-21-03.
facilities. $0.10/min. - 1-yr. term communities.
$0.09/min. - 2-yr. term
MCI Basic Business Line Described on MCl's website as "Plain Old $35.00 - $40.00/month - Small/Medium/ Qwest Territory www.mci.com, visited 7-1-05
(MCI Metro Access Telephone Service" (POTS). Customers can month-to-month; lower for 1{Large Businesses
Transmission choose from an array of local features. 3yr. terms Prices from www.telogical.com, visited 7-11-05.
Services, Inc.)
MCI Business Complete Value |Unlimited loca calling and six popular features | $34.99/month Small/Medium Qwest Territory www.mci.com, visited 7-1-05
for one monthly price; also includes low rates on Businesses
long distance and calling cards.
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MCI Business Complete 200 |Unlimited local calling, 200 minutes of domestic |$42.99/month Small/Medium Qwest Territory www.mci.com, visited 7-1-05
long distance, and six popular features for one Businesses
monthly price; also includes low rate on calling
cards and 4 cents/minute on long distance beyond
200 minutes.
MCI Business Complete Unlimited local calling, unlimited domestic long | $59.99/month Small/Medium Qwest Territory www.mci.com, visited 7-1-05
Unlimited distance calling, and six popular features for one Businesses
monthly price; also includes low rate on calling
cards.
Local Trunk Service Provides asingle digital or analog connection that | $28.40/month Medium/Large Quwest Territory www.mci.com, visited 7-26-05
can carry inbound, outbound or two-way traffic. Businesses
MCI Metro Oregon Tariff #4, p. 63, eff. 8-1-02; CCMI
database
MCI Flex Service T1 Provides a single point of access for voice and No publicly available Medium/Large Quwest Territory www.mci.com, visited 7-26-05
data communications needs; flat-rate monthly pricing information located. |Businesses
price also includes 200 long distance minutes per
month; no installation fees.
MCI Full ServiceT1 A dedicated T1 trunk that delivers 24 channels for No publicly available Medium/Large Quwest Territory www.mci.com, visited 7-26-05
arange of communications services; monthly pricing information located. |Businesses
price includes unlimited local caling, and 1250
minutes of long distance calling, Internet access
and | P-based data transmission.
Local ISDN-PRI A high-speed, intelligent connection to theMCI  |No publicly available Mediunv/Large Qwest Territory www.mci.com, visited 7-26-05
network that supports simultaneous voice and pricing information located. |Businesses
digital data cals over an industry standard
Primary Rate Interface T1 (1.544 mbps).
Asynchronous Transfer Mode |A network technology that transmits voice, data, |No publicly available MediunvLarge Qwest Territory www.mci.com, visited 7-1-05
("ATM") multimedia, and video through a single network, | pricing information located. |Businesses
simplifying technology management with fewer
access lines.
Frame Relay Service A high-speed packet data technology, supporting |No publicly available Medium/Large Quwest Territory www.mci.com, visited 7-1-05
private business data communications on apublic |pricing information located. | Businesses
network.
Toll Free Service Lets customers route incoming toll-free calls No publicly available Medium/Large Quwest Territory www.mci.com, visited 7-26-05
according to their business needs. pricing information located. |Businesses
McLeodUSA Basic BusinessLine Flat rate business loca service $22.05/month Small/Medium/Large | Qwest Territory www.telogical.com, visited 7-11-05 (term
Businesses requirement, if any, not known)
One Line Preferred Package Provides unlimited local calling; aso includes $34.95 - $42.95/month, Small/Medium/Large | Qwest Territory www.mcleodusa.com, visited 7-08-05.
primary directory listing, and federal access, EAS |depending on location Businesses

and LNP charges; many optional features
available.

within Oregon; price
includes federa access and
EAS charges. (in limited
number of wire centers,
price quoted was $80.95)
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Simple Preferred Package Provides unlimited local calling and choice of up |$39.95 - $47.95/month, Small/Medium/Large  |Bend, Eugene, Medford, www.mcleodusa.com, visited 7-08-05.
to three features; aso includes primary directory |depending on location Businesses Portland, Salem and
listing, federal access, EAS and LNP charges, and \within Oregon; price surrounding
Wire Care (for inside wire repair at no cost). includes federal access and communities.
EAS charges. (in limited
number of wire centers,
price quoted was $91.95)
Value Preferred Package Provides unlimited local calling and choice of up |$48.95 - $54.95/month, Small/Medium/Large | Bend, Eugene, Medford, www.mcleodusa.com, visited 7-08-05.
to seven features; also includes primary directory |depending on location Businesses Portland, Salem and
listing, federal access, EAS and LNP charges, and |within Oregon; price surrounding
Wire Care (for inside wire repair at no cost). includes federal access and communities.
EAS charges. (in limited
number of wire centers,
price quoted was $94.95)
Premium Preferred Package Provides unlimited local calling and nine features; | $55.95 - $59.95/month, Small/Medium/Large  |Bend, Eugene, Medford, www.mcleodusa.com, visited 7-08-05.
also includes primary directory listing, federa depending on location Businesses Portland, Salem and
access, EAS and LNP charges, and Wire Care (for within Oregon; price surrounding
insidewirerepair at no cost). includes federal access and communities.
EAS charges. (in limited
number of wire centers,
price quoted was $63.95)
Preferred Advantage Integrated | Combines voice and data lines over asingle, high-| Colorado: $420/month for |Medium/Large Portland, Salem, Lake |www.mcleodusa.com, visited 7-8-05.

Access

speed connection (digital T1 or PRI) to
McLeodUSA advanced network. Includes: six
local voice lines and 256k of high-speed Internet
access; premise equipment and installation kit;
competitive term and volume discounts; in-band
signaling (T1); DID (T1/PRI); Inbound Caller ID
number (PRI); Outbound Caller ID number with
screening ANI. Other PRI options also available.

base package; $22.00/month
per incremental voice
channel.

Businesses

Oswego, Oak Grove-
Milwaukie, Oregon City

Price per McLeod tariff in CO, eff. 8-30-03.

Local T1 Service High-quality digital service with 12- to 24-channel Colorado: Medium/Large Unknown www.mcleodusa.com, visited 7-8-05.
capacity. Includes switch port and transport $505 - $775/month, Businesses
facility configurations; in-band and out-of-band  |depending on trunk Price per McLeod tariff in CO, eff. 7-1-04.
signaling. Can be configured for either two-way | configuration and DID
trunk side service (Standard Trunks) or one-way |capability.
DID (DID capable) service.
ISDN-PRI Provides voice and data communications Colorado: MediunvLarge Unknown www.mcleodusa.com, visited 7-8-05.
capabilities viaa 1.544 Mbps centra office $560 - $805/month, Businesses
termination and a 1.544 Mbps end user's depending on trunk Price per McLeod tariff in CO, eff. 7-1-04.
premises; also provides high capacity loca access | configuration and DID
services, with up to 24 channels (23 64Kbps B capability.
channels + 1 D channel for signaling).
Preferred Advantage Secure Frame Relay Services, permitting customersto | No publicly available Medium/Large Unknown www.mcleodusa.com, visited 7-26-05.
City-to-City Connectionand | transmit voice, data and video at high speeds pricing information located. |Businesses
Preferred Advantage Secure across safe lines.

Metro Connection
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Preferred Advantage 800 A switched toll-free service, permitting intrastate | Colorado: Small/Medium/Large | Qwest Territory www.mcleodusa.com, visited 7-26-05.
Service callsto acustomer's station in one location from | $0.0693/minute for Businesses
stations in diverse geographical locations, and for | customers with Price per McLeod tariff in CO, eff. 7-1-04.
which the McLeodUSA customer is billed for the |McLeodUSA local service;
calsrather than the call's originator. $0.1023/minute for
customers w/o McLeodUSA
local service.
Oregon Telecom Basic BusinessLine Basic BusinessLine $16.95 Unspecified Quwest Territory www.oregontelecom.com, visited 7-1-05;
Price per www.telogical.com, visited 7-11-05 - quote
as of 12/04.
Oregon Gold Analog and digital solutions (PRI, DSS, T-1, No publicly available Small/Medium Quwest Territory www.oregontelecom.com, visited 7-1-05.
features) pricing information located. |Businesses
Oregon Connect Toll Free Services No publicly available Smdl/Medium/Large | Qwest Territory www.oregontelecom.com, visited 7-11-05
pricing information located. |Businesses
Rio Communications |Standard BusinessLine Local business service - includes call No publicly available Small/Medium/Large | Headquartered in www.rio.com, visited visited 7-1-05 and

forwarding, extended area service, call pricing information located. |Businesses Roseburg, with sales 7-27-05.
transfer, DID and 800 number service at no |Per Rio's website, its prices officesin Portland,
additional cost. are "very competitive'. Eugene, Medford, and
Bend.
ISDN PRI Service Combines multiple voice, video and data No publicly available MediunvLarge Headquartered in www.rio.com, visited 7-1-05.
communications calls onto oe trunk. pricing information located. |Businesses Roseburg, with sdles
Provides 23 64 Kbps bearer (B) channels for Per Rio's website, its prices officesin Portland,
transmission and one 64Kbps data (D) are "very competitive”. Eugene, Medford, and
control channel. Bend.
Asynchronous Transfer Mode | Carries voice, data and video over copper or No publicly available Medium/Large Headquartered in www.rio.com, visited 7-1-05.
("ATM") optic fiber in 53-byte cells with a variety of | pricing information located. Businesses Roseburg, with sales
identifiers that determine the priority of data |Per Rio's website, its prices officesin Portland,
bandwidth requirements, routing information |are "very competitive". Eugene, Medford, and
at high speeds - from 1.54Mbps (T1) to 622 Bend.
Mbps (OC12) - and reassembling it at the
destination.
Frame Relay Service A high-speed data transport technology that | No publicly available Medium/Large Headquartered in www.rio.com, visited 7-1-05.
provides "private network performance at pricing information located. |Businesses Roseburg, with sales
public network prices". Available via: DDS - |Per Rio's website, its prices officesin Portland,
56Kbps or clear channel 64 Kbps; Fractional |are "very competitive". Eugene, Medford, and
T1 Service - 128, 256 and 384 Kbps; Digital Bend.
Service (DS1, or T1) - 1.544 Mbps; DS3, or
T3 - provides 45 Mbps access and
interoperability with ATM networks.
Toll Free Service Allows incoming toll calls at no cost to the | Provided with local business Medium/Large Headquartered in www.rio.com, visited 7-1-05.
call originator. service at no additional cost.|Businesses Roseburg, with sales

officesin Portland,
Eugene, Medford, and
Bend.
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X0 XO Basic Business Line Described on XO's website as "Plain Old Idaho: Small/Medium/Large Portland area WWW.x0.com , visited 7-7-05.
Telephone Service' (POTS). Provides"smal, | $22.54 - $36.55/month, Businesses
growing and large businesses with low-cost, depending on term length Prices per XO's tariff in ID, eff. 3-13-05; CCMI
flexible telephone service." Priceincludesa and geographic area. database.
directory listing and Caller ID Blocking; avariety
of optional features are available.
XO Business Trunks - PBX Provides customers with access to and fromthe |1 daho: Small/Medium/Large | Portland area WWW.x0.com , visited 7-7-05.
Analog Trunk Public Switched Telephone Network for inbound, |$29.22 - $68.90/month, Businesses
outbound or two-way call traffic. Analogtrunk | depending on term length, Prices per XO's tariff in ID, eff. 3-13-05; CCMI
serviceis offered via stand-alone PBX or DID geographic area and trunk database.
trunks. configuration.
XO Business Trunks - Digital | Provides customers with access to and fromthe | Idaho: Small/Medium/Large  |Portland area WWw.x0.com , visited 7-7-05.
Switched T1 Public Switched Telephone Network, viadigital | $450 - $1136/month (full | Businesses
connections, for inbound, outbound or two-way  |trunk), depending on term Prices per XO's tariff in ID, eff. 3-13-05; CCMI
call traffic. length, geographic area and database.
trunk configuration.
$212 - 236/month
(fractional T1), depending
on term length and
geographic area.
$21.90 - $24.69 (per
channel), depending on term
length, geographic area and
channel configuration
XO Centrex A complete business telephone system that Idaho: Medium/Large Portland area Www.x0.com , visited 7-7-05.
delivers PBX-like features with both internal and | $27.43 - $29.86/month, Businesses
Public Switched Telephone Network access to depending on term length, Prices per XO's tariff in ID, eff. 3-13-05; CCMI
individual desks; priceincludes over 20 standard |geographic area and number database.
features, with availability of additional optional | of Centrex lines.
features for advanced functionality.
XOISDN PRI Offers simultaneous, integrated voice and data Idaho: Medium/Large Portland area Www.x0.com , visited 7-7-05.
transmission viaadigital trunking interface; $1024/month - M-M; Businesses
available month-to-month or for termsof 1, 2, 3, |$620 - $954/month, Prices per XO's tariff in ID, eff. 3-13-05, and UT, eff. 1-
or 5yrs. Consists of 23 bearer (B) channels and 1 depending on term length 18-05; CCMI database.
data (D) channel. and geographic location.
Utah:
$1200/month - M-M;
$620 - $820/month,
depending on term length.
XO ISDN BRI Provides two 64 Kbps bearer (B) channelsused  |1daho: Medium/Large Portland area Www.x0.com , visited 7-7-05.

for voice and data transmission, and one 16 Kpbs
data (D) channel used for call set-up.

$89.25/month - M-M; Businesses
$79.80-$84.88, depending
on term length.

Utah:

$60/month - M-M

Prices per XO's tariff in ID, eff. 3-13-05, and UT, eff. 1-
18-05; CCMI database.




wasy to connect to customer support, sales offices
or other company office locations using atoll-free
access number.

$0.09/min. - Platinum Rate
(on-net service);
$0.145/min. - Gold Rate
(off-net service). Available
discounts range from 5% to
30%, depending on annua
dollar commitment level and
term of contract.

Businesses
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Carrier Service Name Service Description Pricing Target Market Availability Source
XO Premium Integrated Access | A bundled service offering that requires the Idaho: Small/Medium/Large  |Portland area WWW.X0.com , visited 7-26-05.
Service customer to purchase loca exchange service, $21.90 - $39.15/month, Businesses
message toll service and Internet service from depending on type of trunk Prices per XO's tariff in ID, eff. 3-13-05; CCMI
XO. Standard configuration isasingle DS-1; can |and geographic location. database.
also be provided vial SDN PRI.
XO Toll Free Service Allows businesses to offer customers an easy Idaho: Small/Medium/Large  |Portland area WWW.x0.com , visited 7-26-05.

Prices per XO's tariff in ID, eff. 4-1-05; CCMI
database.
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_AA *
v Spﬂﬂl‘. One Sprint. Many Solutions.

Coverage Information

This map shows coverage in the Portland, OR area.

Sprint Nationwide PCS Network
Additional Sprint PCS Service
Digital Roaming

- + . Analog Roaming

] No Service Available
Back 1o Coverage Information

View plans in your area

http://www 1.sprintpcs.com/explore/coverage/ServiceAreaDetail.jsp?FOLDER %3C%3Efolder_id=1... J



SPRINT PCS -
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A
—w Spriﬂt. One Sprint. Many Sclutions.

Coverage Information

This map shows coverage in the Grants Pass, OR area.

Back to Coverage Information

View plans in your area

Sprint Nationwide PCS Network
Additional Sprint PCS Service
Digital Roaming

O + B Analog Roaming

] No Service Available
Back lo Coverage Informalion

View plans in your area

http:/fwww1.sprintpcs.com/explore/coverage/ServiceAreaDetail jsp?FOLDER %3C%3Efolder_id=1...



SPRINT PCS -
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‘ *
v Spmt. One Sprint. Many Solutions.

Coverage Information

This map shows coverage in the Pendleton, OR area.

Sprint Nationwide PCS Network

B

d Additional Sprint PCS Service
O Digital Roaming

O + I Analog Roaming

[C] No service Available

=

Vi — a

http://www 1.sprintpcs.com/explore/coverage/Service AreaDetail jsp?FOLDER %3C%3Efolder_id=1...
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T-Mobile USA : Portland, Oregon (change location)

.. :I: * 'MOblle 5 Ask T-Mobile: Type your question

Get mare from life’

» Ask T-Mobile tips

« Explore

‘rﬁ Personal pages

Products Plans Coverage Services Solutions Supy

Coverage where it counts

Check if T-Mobile coverage is right for you with Personal Coverage Check

We want you to be satisfied with our coverage, when and
where you need it. Before you sign up, make sure our
service is right for you by checking coverage where you live,
work, and play.

Check street-level coverage

All the places you can make calls with T-Mobile

Call anyone in America with no roaming or long-distance charges with any T-Mobile National rate plan. Make
calls in more places around the world than with any other US wireless carrier.

(Map does not reflect where rates apply.)

» View US coverage map ‘E] E] E

» View internstional rates and coverage

—~=

i s ThE I
J4end® Sprin OREGON
Ben
Roseb

fedford

- Klamath Falls
A

. T-Mobile digital coverage area

Includes T-Mobile USA network and the networks of our roamiﬁg partners and affiliates. This map does not
depict where rates apply. Roaming charges and long distance charges may apply where applicable.

http://www.t-mobile.com/business/coverage/

HotSp t

BlackBerry 729
(et yours now!




Unicel - Coverage
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search: C:D,

Special Offers | Support | About Us | UPay

] o
' Service for: Bend, Oregon l Service Plans l Phones l Info2Go |

SPECIAL OFFERS

* Motorola V220 Camera
Phone for $29.99!

* No Strings - No Contract!

« Free Shipping &
Handling For Online
Orders!

LOCAL PLANS
* GSM Local Plans

« Unlimited Round The
Clock Calling

NATIONAL PLANS

« GSM True Nationwide
Plans
Plan Description

Plan Features

Available Phones

Coverage Map Unicel 50 State Calling Area

Actual coverage may var
Terms & Conditions 9 y 4

PREPAID PLANS
« SmartPay Prepay

LIFELINE SERVICE
e Lifeline and Link Up

Download service plan
brochure in PDF format

Bishop © PluText Messaging " © Info2Go

.......... The power of the unspoken Cecover am mumber of the
» Service Plans Y

............................................... word! Send a text message million and one ways to make
- Service Packages today! your phone uniquely your own

http:/fwww.rccwireless.com/zone30/products_services/maps/national.html?index=868&h=3




Coverage Map
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Close Window
ireless
We never stop working for yous

.. DigitalChoice” Home Airtime Rate and Coverage Area

B oigitaichaice” All-igital Home Airtime Rate and Coverage Area
D No Coverage Area

http://www.verizonwireless.com/b2c/store/coveragemap.jsp?item=planFirst&mapURL=/images...



SELECTED WIRELESS CALLING PLAN PRICES COMPARED TO QWEST'S WIRELINE BUSINESS PRICES IN OREGON

Qwest Wireline*
Qwest Choice
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Brigham/1

1FB Business Cingular® Cricket” T-Mobile® Unicel® Verizon'
Basic Rate $32.50 - $37.00 $46.49 $45.00
ATUR (incl. choice of 3 features)
Caller ID $7.95 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Voice Mail $13.95 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Call Waiting $2.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Standard Listing Qwest Directory $0.00 $0.00 $1.03 $1.03 $1.03 $1.03 $1.03 $1.03
Regulatory Program Fee or Surcharge $0.00 $0.00 $1.25 $0.45 $0.80 $0.86 $1.18 $0.05
Total Monthly Rate w/Features $56.40-$60.90 $46.49 $42.27 $46.48 $41.83 $41.88 $47.21 $41.07
PLAN DETA
Unlimited Local Calls YES YES NO YES NO NO NO NO
Free Long Distance NO NO YES YES YES YES YES YES
$35.00 - 1-yr.
Installation Chg/Activation Fee $31.00 $31.00 $36.00 Not available $36.00 $35.00 $30.00 $20.00 - 2-yr.
Cancellation Fee n/a n/a $150.00 None $150.00 $200.00 $200.00 $175.00
Contract Length n/a n/a 1-2 yrs. Not required 2 yr. 1yr. 1-2 yrs.
500 w/ 400 w/ 550 w/

Plan Descr?ption 45?1;2;42?00 unlimited local un.Iimited . .600 w/ un.Iimited un.Iimited
(monthly minutes of use) weekend and LD night & unlimited weekend night & night &

n/a n/a weekend weekend weekend

Unused anytime
Additional Minutes Charge per Minute minutes roll
over for up to

n/a n/a 12 months n/a $0.10 $0.35 $0.45 $0.25
Long Distance Rate per Minute $0.05/min for $0.05/min for
(for minutes not included in the plan) all LD all LD Free LD Free LD Free LD Free LD Free LD Free LD
Roaming Rates n/a n/a $0.00 Not available $0.00 $0.00 Not available $0.00

* Includes $6.50 Subscriber Line Charge. No long distance or features included in the 1FB rate.

a Cingular National 450 w/Rollover Plan. Additional features included at no charge: 3-way Calling, Call Forwarding, International Dialing, Text Messaging (incoming).

b Cricket $45 Unlimited Access Plan. Additional features included at no charge: Text and Picture Messaging, 2 Directory Assistance Calls.

¢ Sprint PCS Free & Clear Plan for Business. Additional features included at no charge: 3-Way Calling, Numeric Paging.
d T-Mobile National Business Plan 600. Additional features included at no charge: Instant Messenger, Built-In Paging, Conference Calling, Call Forwarding, Call Hold, Directory Assistance.
e Unicel True Nationwide 800 Special Offer (800 anytime minutes first 6 months; then 400 minutes). Additional features, no charge: Call Forwarding, Conference Calling, Text Messaging (incoming).

f America's Choice for Business Calling - $39.99 Plan (Option 2). Additional features included at no charge: 3-Way Calling, 411 Connect, Call Forwarding, No Answer/Transfer, Text Messaging.




AT&T CallVantage® Service - phone service for broadband. Browse the different Voice over IP service ...
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31 The worlds netwerking sompaay™

RESIDENTIAL: PRODUCTS & SERICES UBYOMER CENTER ATSIBTAMCLE

3“’1
s

CALLING PLANS INTERMET SERVICES BUNMDLED QERVICES VOICE OVER P PHONES & SCCESS

ATART CALLVANTAGE HOME  CHODSE A PLAN

AT&T CaliVantage® Service has a plan to fit your budget
and calliing needs, Whichever plan you choose, you'tt get
CHECK SERVICE great service, exciting features, and substantial savings
over traditional calling with VoIP from AT&T.

ABOUT ATAT CALLVANTAGE

AYARLABIITY
PLANS & PRICING

ATEY CallVantuge® Sarvics Plan
Unilimited Local and Long Distance

COMPARE PLANS calling in the US and to Canada, pius:

ZAVINGS CALCULATOR :
HTERKNATIONSL CALLING s 50% savings on international calls
Exciting advanced features

»

SMaLL OFFICE/MOME DFRICE

 d

Your favorite traditional features

ECQUIPMENT

11 105 DIFFERENT

WRGRTANT INFO ARD FAQS

% Ly Nvee o Seder Bow

AT&Y Caltlvantage® Local Rlan
Unlimited Local calling, 44/ minute

Long Distance calling, plus:

SURSCRIBER AGREERENT , -
s Voice Mall with eFeatures

e Caller ID with Name

# Exciting advanced features
£ Lesm Moers o frder Bow

AT&T CalliVantage® Small Office Plan
Unlimited Local and Long Distance
faxing and calling in the US and to
Canada for the ist line and 500 LD
minutes for faxing and calling
throughout the US and to Canada on
2nd line, plus:

& Exciting Advanced Features
e Your favorite traditional features

» Fax capability on both lines
¥ Lasrrs Mnre aved Tdier Now

hitp/www.usa.att.comdcallvamage/plans/index jsp
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atoon | AlHome & Onthe Go | Small & Medshun Business | Enterprize Business

m The world's nelwdcking company™

ASBISTANCE

AT HOME & OGN THE G0 PROUUCTS & SERVICES CUSTOMER CERTER

ATST CALLVARTAGE HOME  ATET Camiantaga® Small Office Planl ¥ YRR
ABOUT ATAT CALLVANTASE 49,99

CHESK SERVICE Smait Office Home Office Customars can enjoy unlimited Loca! and
AVALABIITY Long Distance calling in the ‘US a‘nd o C@ada foref spe_c{af rate,
and save an average of 50% on international calls in addition to

PLANS & PRICING these great features:
ATRT CALLVANTAGEY
SERVICE PLAN INCLUDED FEATURES
ATAT CALLVANTAGEY LOCAL . g
©LAN
P ®
ATET CALLVAKNTAGE® SMALL
OFFICE PLAN N
SAVINGS .
COMPARE DEFERS .
HTERNATIONAL CALLING .
SRALL OFFICEHONE CFRICE S
VIEW THE DEMO ®
@
811 iT'S DIFFERENT
RIPORTANY INFQ AND .
FARGS 'Y
YOUR ORDER ®

* Safe £

s Znd Line

£ View ol plans |

! Rypagband ae
nchugdes girern
differant ©
ceborn gQuipmen

tee Capaliitie
t

BrsoCiae

waosiivantage att.com/sigoup/OfferDetailsZoffenid=CPSOH& 5080276613




AT&T CaltVantage® Service - phone service for broadband. Voice Over IP solutions for your small bui... ‘
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m The world's selwyrking companyg™

RESHMENTISL: FRODUCTS & SERVICES CUSTOMER CENTER ASGIGTANCE

CALLIMG FLAMSG

&

NES & ADDESSORIES

IMTERMNEY SERVICES BUMDLED SERVICES VOICE CVER P P

AR

ATSY CALLYANTAGE HOME AR IR 1 1 £ TIUR HRBER

ammmnnaanan ) ~ b 3:3 . . 83y b
AROUT ATET DALLVANTASE Wstij the AT&Y Lai.\lan§§ge ‘Snjaai_ Office Plan, you}i keep your
business costs dowr with untimited iocal and long distance
calling, including calls tn Canada, plus you'lt get a8 second phone
ne with fax capability?,

CHECE SERVICE
AVARABRITY
FLANS & PRICING

STREAMLINE YOUB BUSIHEST WITH EXLITING FRATURES

HTERNATIONAL EALLING  riie nian gives you all the features you expect, like
sMALL OFRICEMOME atFee | voitemal!, Caller ID, Call Waiting, and Call Forwarding.
But you'll alse get advanced features like Locate Me and
EOQRRMENT the ability to choose almost any area code for your
e business that will halp you and your business be flexible
243 P8 DIFFERERY and more producﬁve'

WPORTANT NP AND FAGS 27 LINE

Wher you sign up for ATKT VoIP, a second
fine is included. Each line is independent of
the other and each has its own phong
number so you can use both lines at the
same time, Both your primary and 2= Line
wili be billed to yvour Master Line Account,
CHOOSE YOUR BUSINESS AREA CODE
Give your home or small office a little big
city panache. With AT&T Calivantage
Service, you can choose almost any area
code you want, no matter where you're
focated. So your Newark, N1 office can ook
fike it's in Midiown Manhattan.

LOCATE ME

You can't always be in the office. When
you're not there to answer your phone,
Locate Me will ring 5 different numbers -
including cell phone numbers - either
sequentially or all at the same tme untii it
finds you.

CALL MANAGEMENT

Wherever business takes you, your AT&T
VoIP is just a phone call or click away. With
your personal access number, you can
manage your phone service online or on
the phong from anywhere.

| SUBSCRIBER ASHEEMENT

a.af comicallvantage/soho/indexjsp



AT&T CallVantage® Service - phone service for broadband. Learn about the great features vou'll enjoy ..
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m The wprid's sptwarking Compuny>

RESIDENTIAL: PROGUCTE & BERVK CUSTOGMER TEMTER AQSISTANTE

CALLING PLANS INTERNET SERVICES BUNMDLED SERVICES WONE QVER P PHONES § ACCESSORIES

| ATST CALLVANTAGE HOME 5 YOUR BRIER

ABOUT ATET CALLVANTAGE :
FEATURES For one monthily fee, you'lt get all the features you expect and great advanced

CALL MANAGEMENT | Gawures.

STANBARD FEATURES
HOW IT WORKS Veicemail, Call Forwarding, Caller 1D, Conference Calling and Call Waiting

AUVANDED FEATURES
CHELCK BERVICE Rollover the list below to learn more about AT&T CaliVarntage® Service advanced

AVARABRITY features,
PLANS & PRICING

VIEW THE DEMOD

. VRICEMAL
INTERNATIONAL CALLING LECATE 88
SMALL OFFICEMONE OFRIGE RO MOT DiSTUER
o LA4LL LORA
ECRAPMIENT SPEED DL
HUMBIN FOR LBE
 SMCITODIRERENT  uirr roRwaR: NOMBER
WRORTART INFD AND FAGS FAY AND BODRM SUPPORY
SORFERENLE QALLINE
SUBBSCRINER AGRESMENT :

i Whesr thye Presmiuss Foatums

Aiready a customer?

Terms & Conditions | Friveay Polioy | ContasctUs
& 2008 AT&T. Al rights reserved.

t.com/callvantage/about/features details jsplstate spremium




AT&T CallVantage® Service - phone service for broadband. Leamn about the great features you'll enjoy .

REBIDENRTIRL:

CALLEEG PLANS

PROOUCTS & SERW

INTERNET SER

The waiid s mebuarking company»

ey

pese

<,

VIES BURDLED SERVICES
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TOMER CEMNYER ASEIBTANCE

VCICE CWER P PHONES & ACCESEGRIES

ATRYT CALLVANTAGE HOME

ABOUT ATET CALLYANTAGE

FEATURES

CaLL MANAGEMENT
HOW IT WORKS
VIEW THE DEMO
SRECK GERVICE
Avmmms.,z?’{

| PLANS & PRISING

NTERNATIONAL CALLING

SHALL OFFICEHGME OFFICE

EQLHPMENT

211 {78 LHFFERERY

ARORTANT INEC AND FADS

SURSURIBER AGHEEMENT

3 YOBR DREER

Once you sign up for AT&T CaliVantage®™ Service, you can enthance your phone service
gvern more by adding Premium Features. You'll just go to the Account Management and
Sett nqs section of the AT&T CallVantage Service Homepage and make changes or

2 LINE - $29 99 a month for Uniimited Local and Long Distance
Plan customers. $19.99 a month for Unlimited Local Plan

When vou sign up for AT&T CaliVantage Service, you can add a 2% Ling
under the same plan as your Master Line Account. Each line is
independent of the other and each has its own phong number 0 you
can use both lines at the same time. Both your primary and 2= Line will
be billed to your Master Line Account.

SIMPLE REACH " NUMBER - Only $4.95/M0 PER RUMBER

With Simple Reach Number, you can select additional phone numbers
with different area codes and give them to people you talk to often, So
even if you live in New York and your grandmother lives in New Maxico,
she can call you and it shouldn't cost her any more than a local call,
ADD PHONE USERS ~ AT&T CALLVANTAGE PLUS - Only $7.48/M0D
per yser

“Add Phone Users ~ AT&T CaliVantage Plus” are "family friendly” in that
you can provide each member of your household a distinctive telephone
number and the ability to manage their own calling experience, This
enabies individuals the ability to configure 'Do Not Disturd’ and 'Locate
Me' to receive calls when they want and where they want, It also
provides a discrete 'Call Log' for each user and aliows everyone to
retrieve their own voicematl.

CALL FILTERING ~ $1.99/M0D

Call Filtering lets you filter calls based on caller for up to 20 numbers,
You can even send calls directly to voicemail or block them entirely,

RECORD & SEND ~ Limited time free promotion

Use Record & Send to broadcast a8 message to several different
telephong numbers at the same time, You can also manage Record &
Send using your AT&T CallVantage Service Phone.

& e the tnchuded Fustres

tt.comfcallvantage/about/features detail

Atready a customer’

t umum



AT&T : Enterprise Business : Voice over Internet Protocol
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Reglon / Language

The world's nedwprking cempanye

Networking Sofutons Qrder Qridine Arooant Benicing

Abst ATEY

AT&T's ValP Services help your business evolve o the naxt generation of converged communication services. Enhansing employes
productivity, raducing operational expenses and gaining the efficiencies of a unified network help you attain the leading edge over your
compaiition. AT&T's VolP services are delivered with the quality of service, reliability and security required for your mission critical
business communications. Powering these services is AT&T's world-class global, IP-MPLS network, which is standarda-based and
designed fo support open protocols such as Sesion initiated Protocol {SIP) which provides the interoperabifity and scalablity that vour
business needs for next-generation communication applications.

ATET offers a broad portfolio of VolP sclutions designed (o help you achieve your business objectives at the pace your business
requires...

¢ Corporate Networks: VolIP with AT&T's VPN services helps you mazimize your networking investment by providing you with high
guality voice communications that can seamiessly connect vour entire enterprise

« Branch Officas: ATST IP Telephony services give you the flexibility to deploy advanced features throughout the entire enterprise.
Whether your employees are located at headquarters or a remote office, they can all benefit from the productivity enhancements
of IP Telephony.

*» Remote Workers: Whether you have full-ime, part-time or occasional remote workers, ATE&T will be providing services that
support thalr needs with cost effective, feature rich options that allow them to be “abways at their desk”™.

» Call Centers: As vour call centers svolve 1o be IP-gnabled, ATET will evolve with you and provide critical Vol senvices to help
yous gain new efficiencies and capabilities as you sarve your customers.

Torne & Cordiitions Privacy Poliey Contast Us
© 2005 ATT. All rights reserved,
Hostad by ATAY.

ttcomiservice portfolio jsplrepoid=ProductCategory&repoiten



AT&T News Release, 2005-07-11, AT&T Aggrcssiveiy Rollmg Out VoIP E-9-1-1 Service
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FOR RELEASE MONDAY, JULY 11, 29
AT&T Aggressively Rolling Out VolP E-9-1-1 Service

BEDMINSTER, M.4. ~ AT&T annountced today that it has begun introducing Enhanced 9-1-1 service (E-911) lo its AT&T Caﬂ‘v?antage@
Service uzers in a phased deployment 1o be largely completed iater this Summer.

E£-811 zervice delivers a caller’s name, telephone number and service addrass divectly to the console of the appropriate Public Safely
Answering Point {PSAP} in the event of an emergency.

"AT&T is proud to be making good on its commitment {o defiver an E-811 solution to our AT&T CallVantage subscoribers,” sald Cathy
Marting, AT&T senior vice president for internet Telephony. “it has long been AT&T s heritage to serve the nation's public safely needs
and the introduction of E-211 for many of our VolP users is the culmination of a lot of hard work "

ATET began provisioning sligible new ATET CallVantage Service subscribars with E-811 capabiliies on a phasad, market-by-market
approach this past April. That means in the service areas where the company has instalied and tested the infrastruciure required to
support E-911, eligible new subscribars are automatically receiving the enhanced service when activating their accounts.

Existing AT&T CaliVantage Service usars in those same markets whose accounts are efigible will be provisioned with E-811 sarvice
automatically by mid-summer, To date, the company has migrated tens of thousands of fines successiully across the nation,

When the migration is compilale, customers will receive notification from the company confirming they have been provisioned with E-
g14.

Exceptions would ba those suhscribers who have selecied “out-of-area” telephone nurabers as their primary VoiP Hinexs. For example, if
a New Jersey resident chose a telephone number in another part of the stale, or in another state. he or she would not qualify for E-811
service and would ramain on ATST s 811 Alternative Emergency Dialing service until the company is prepared fo implameant an "out-of~
area” £-811 solution.

ATSET is working with industry mambers, commercial partners and public safety officials o rapidiy expand these emergency dialing
capabiliies in an aftempt to provision all AT&T CallVantage subscribers with E-811 acoess as quickly as possible.

in a similar manner, cusiomers who travel with their telephone adapters are cautionad 1o maintain an alternate means of accessing
emergency sarvices. Whils AT&T anables customers to update thair service address, b such instances customers may be better
served by using a hotlel or other local phone to place an emergancy call until real-time updates are made possible.

ATRT CaliVantage Service subscribers can determing their account status by logging on 1o their personal Web portal and visiting the
Account Management & Sellings page whare thay can review the emergency servica type they are currently subscribed to, Al users
are urgad 1o proactively check their 811 slatus online, read their 911 notification letlers and not to place fest calls to 811 as this creatas
an unnaceaswry burden on the nation’s emergency calling systen,

in the inlerest of public safety, AT&T reminds customers that VolP £E-811 does not work i there is an ocutage in electrical powsr or
broadband service.

introduced In late March 2004, ATAT CaliVantage works with a customer's broadband connection to provide a compilete calling solution
with unlirited iocal and long-distarice domastic calling, including calls fo Puerlo Rico and the U.S. Virgin iafands, unfimited calling to
Canada, discount rates for international calling, and a suile of advanced features for $298.99 a monih.

toomnews/2005/07/11-2
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Under its AT&T CallVaniage Local Plan, cuslomers receive untimited local calling and access i the entire ATET CalVantage Service
advancad feature set for $19.98 per month. All local toll and long distance calling and feature use in the U.S. and 1o Canada will be
billed at $0.04 a mirade.

To lsam more about AT&T CallVantage Service, consumers can visit hitpdffeww CalVantage.com or visit ong of its valued ratailers,

About AT&T

For more than 125 vears, AT&T {(NYSE 'T") has been known for unparaiieled quality and reliability in communications. Backed by the
resgarch and development capabiiiies of AT&T Labs, the company is a gicbeal leader in local, long distance, Internst and Yansaction-
based voice and data servicas.

AT&T ‘Safe Harbor’

The foregoing coniains Torward-laoking staierments’ which are based on management's bellels g wall a8 on 2 aumber of assumptions conceming fulure events
mate by and information currently availabde o management. Readers are cautioned not to put undus reliance on such forwaed-lonking statements, which are
not 2 guaraniees of performance and are subjedt 1o 3 number of sncenainties and other factors, many of which are oidside AT&T's conlral, that could sause
achsal results o differ matarially from such statements. These risk faclors inchude the impact of increasing competition, continued capacily oversugply,
reguiatory unceriainty and the effects of techaologiosd substifution, amang other rishs. Far 2 more delsiied descaripton of the factors that could cause such a
gifference, please sse AT&T's 10-K, 100, 8-K and other flings with the Seawities and Exchange Cormmission. AT&T disalaims any intention or otfigaticn to
update or tevise any forward-looking siatements, whather a5 a result of new information, future evanta or otherwise. This infonmalion is prasented solely to
provide additional information to further understand the resuits of AT&T.

For mors information, reportars may contact:

Gary Morgenstem
ATS&Y

80B-234-6416
gmgrgenstern@attcom

Terms & Condiiiones Prvagy Policy  Contact Us
& 2005 ATRT. All rights reserved.
Hosted by AT&T.
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FOR RELEASE MONDAY, MAY 2, 2005

AT&T Announces Integrated Portfolio Of IP Communications
Services; Company To Offer Network-Based VolP For Business

NetWaorid+interop Las Vegas ~ AT&T ioday unveiled AT&T Dynamic Network Appiica’téuns‘sm {DNAYan inlegrated portfolio of internet
Protocol (1P) services that will support the naxt generation of businass communications — from voice o conferencing, messaging and
bhayond.

The first service available in the portiolio will be ATST Voice DNASMY 3 network-based voice over 1P (VolP) service that combinas the
cost and functionalily benefits of a premises-based Vol sarvice, with the flexibility, control and reduced capital expendituras of network-
based 1P services, AT&T will begin roffing out this service o a limited number of customers in the coming months, and will continue io
roff out service through the rest of the year.

The AT&T DNA pontfolio leverages the company’s software-driven, global MPLS network and its 1P VPN sarvices, which help customers
converge thelr data and voice applications on the same refiable, secure, high-performing and scalable network infrastructure.  This
networking foundation enhances the capabliities delivered by ATAT Voice DNA and enhances business productivity by making it easier
for employees, suppliers and partners 1o crilaborate.

“Today's announcement is the latest example of AT&T's commitment to deliver turmhkey services over 1P that provide consistent fealures,
improved performance and superior service quality across an emerprise said Kathleen Flaherly, AT&T chief marketing officer, "AT&Y
Voice DNA ig the first example of the types of turnkey services in our Dynamic Network Applications portfolio, which are being designed
o give customers and thelr employees unpracedented conlrof and Rexibility over the business capabilities they vaiue most™

Future targeted services of the AT&T BNA portfolic include IP-conferencing and messaging services. The company also said the
portfolio of services will be standards-based and capable of interoperating with service-criented business applications from AT&T and
third-party providers.

AT&T Voice DNA will let customers manage the advanced features of the service through the company’s industry-leading AT&T

Business-Direct® customer support and network management portal. The web interface provides convenience and control for IT
managers, as well as smployees,

“Effective communication and collaboration are critical to the productivily increases thal lead to business success,” said Mark Winthar,
Group Vics Prasident Woridwide Communications, 1IDC. "AT&T's new portfolio of IF services will provide the natwork-based solutions
companias need 1o Rexibly deploy advanced communications and collaboration technology that wili enable them fo compele more
effectively and bring new products and services 1o market more swiftly”

AT&TVoice DNAIs a VoIP solution for enterprise branch offices and ramote locations, as well as for smaller businesses. This service
offers enhanced telephony features and “any distance” calling plans, and provides a fulf suite ofmanagement capabifiies and end-user
tools.

ATET Voice DNA will provide all of the standard features of today's businass telephones in addition to advanced features, such as mid-
call move, which gives customers the ability o move a call from one phone (o another without dissuption; personalized call handling;
simultaneous ring; click-to-call, to dial calls with a single mouse click; locate-me; tha ability to have multiple phones ring at once or
sequentiatly for ultimate reachability; on-demand audio conferencing; and integration with Microsoft Cutiook.

Businesses will have & choice of caliing plans including:

com/news/I005/05/02-1
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+ Any Distence: with unlinited on-net, local and long distance calling with included minutes, for customer sites in ATST's VoiP-enabled
lnoat footpring

+ Local: with unlimited on-nat and locat galling with competitive long distance and international rates, for customaer sites in AT&T's VoIP-
anabled logal foolprint

+ LD-Only: with unlimited on-net and compelitive long distance and indernational rates, for customer sites oulside AT&T's VolP-enabled
fucal footpring

ATET Volce DNAwil also support a variety of 1P phones, including select models from Clisco and Polycom as well as a variety of 1P
PBXas, inchuding select models from Cisco and Avaya. Additionally, the servics will support a varisty of softphones, which work on a
faptop computer and will deliver users all the service capabilities froot remote locations around the world,

For more information visit www. alt.cormfbusiness.

About AT&T

For more than 125 years, AT&T (NYSE 'T"} has beern known for unparalieled quality and reliability in communications. Backed by the
resgarch and development capabilities of ATET Labs, the company is a global leader in locai, long distance, internet and transaction-
based volce and dala sarvices,

ATET ‘Safe Harbor'

The foregoing contains forward-looking statemants’ which are based on managerent's befiefs as well as on a number of assumptions conceming future evenis
made by and information currently available to managemeni. Readers are cautioned not to put undue reliance on such forward-looking sistemaents, which are not
a guarantes of parformance and are subject 10 3 number of uscerlainties and other factrs, many of which are putside ATRT s control, that oould causs achual
rasuis i differ materaly rom such siatements. These risk {aciors include the impadt of iIncreasing competiion, coninued sapacity ovarsupply, reguigiony
uriceriainty and the effects of techanlagical substitution, among other risks, For 3 more detalied description of the factors that could cause such a difference,
please see ATETg 10K, 10-Q, 8-K and other fitings with the Sewrilins and Exchange Commission, AT&T disclaims any intention «f obligation {o upsate or
redse any Jorward-lcoking stalements, whether as a result of new information, fulure events or otherwise. This information is presented solely to provide
additiona! informastion to further understand the results of ATRT.

For more information, reporters may contact:

Janet Wyles

AT&T

30B-658-6037 (office}
732-331-6754 {mobile)
wyles@att.com

Gina Giamanco

AT&Y

208-658-6081 {office)
809-575-3048 (mobiig)
goiasmanco@ati.com

Terms & Condiions Povaoy Poticy Condact Us
© 2005 ATET. All rights reserved.
Himsted by AT]T,

toom/news/2005/05/02-1
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Covad VolP

Covad VoIP is a business-class broadband service that truly
integrates high-speed Internet and telephone service.

Qﬁ@ﬁ?ﬁ?ﬁ& Learn More

What is VolIP?
With VoIP {Voice over Internet Protocal), phone calls are sent over a broadband Internet connection via

+8rF-268-2353

Products & Serviceshy

YoIf Homeld then connected to the public phone system (PSTN).
Benefitsh '
Learn More 5 Trditienal Communications: | WokR Unmsesusicstiais
e Regrgrats Phany angd Interaed &otess Servitek P SamBingd Phone gad Daberaal Aooess Baovices

» What is VoIP?

Is It Right For You?
White Papers
Brocinires

Lavad YoiIf Danw
Aoweards

Custorer Stories

Dashbourd Demo £

Covad YoIP portat 1)
Yoice Servicesid
Customer Storiesh}

. Covad VoIP
How 1o Orderi Covad VoIP integrates your phone system with @ managed broadband connection that is optimized for
Spread the Wordll voice enabling us to condral the quality of service. This connection can be & managed T1 or managad SDSL

connection. In this way, Covad VoIP has no perceivable difference in voice quality betwesn a traditional
Compare Your Service voice call, but reduces costs and increases productivity.
to Covad Vol
Get 3 free analysis of your |
tota! coramurdoations costs |
s bensfis. s :

seovad.comdvoip/learnmore/index.shtml
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VoIP Learning Tools

Lotlaterat

i Download and learn
i about trends in VolP

- Hosted Services
~ {orporate Brochure

remos

Hear a 2-minute
introduction to Covad
YolP

Covad Dashboard

Mavigate through a
demao version of
i i Covad's award-
| winning web-based

¢ interface

S guick queastions to
faarn whether Covad
voIP is the right

{ solution for your
business.

Cavad's Peter Boggs

i explains many of the

benefits of Covad and

i Covad VoIP,

YThe Covad Vol

i Custom sclutions for
| your business,

i customer videos and
i case studies sad

| more.
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com/voiplearnmore/index
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Hear how the industry
is applauding Covad
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Managed Network
Your ealis® guality of service avp monitorad 24x¥ with & diraxt connaction te PSTR

Public Phooy
Bystean
{PSTH)

vs.

tinmanaged Network
Your cails” gquality of sereice ix not monitorsd & ars rouled through the Intarnst

?izbiia Fhons
Rystem
{EETN)

Use of this web site is subject 1o the Lags! Motices.

cL.com/voip/learnmore/networkpop.shiml
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Covad VolP
Voice Services

VoIP services 1o mest the needs of your business; support for 5 10 250 empliovees per
tocation, ability 1o keﬁgz or replace sxisting PR or kay »gst:&m equipment, avaliability of
advanced commaunications features.

{%@@§§§?§? Availability & Order Process Additional Information & Downioads
+87r-268-2353 Questions" 1-877-268-2353 B Covad VoIP Brochure {in pdf format)

................................................................

Products & Servicesd) ﬁ ¥PBX Voice Service Brochure (i pdf format)

3 | ¥Is It Right? »
voIr Homef] JR— g 444444444444444444444444444444444444444444 s 24 PBYX Volce Service Brochure {in pdf formal)
Beredits] ] . Compare Your Service » | : )
Learn Moredl 235 Whits Papers

Woies Services b
Sepvices Camparisan
How Doss It Work? Voice Services How Doss it Wark? Details & L

» Datails information Technical Info

Custonmr Storiasht
How to Orderld

Y¥oice Services Datails

- Phone Systems
Spread the Word{l » Provides business phone services including business Bines, DID and tolf free numbers without
requiring any changes to existing numbers,
: Compare Your Service » Supports ali calls including focal, domestic and internationat long distance, operator

o Covad VoI

P o & Frew analysis of your assistance, 411 and 911 service.
3 L <
{

toral COMMUNICALIoNS Costs + Internet services, with high~speed access, emall account and web hosting,
and benefity, » s E~911

“Enhanced 911 {(E-911) sarvice has saved countluss lives with ks ability to instantly pinpoint a
distressed calters’ location so smergency services can respond immediately. We recognized
this when we jaunched Covad business-class VoIP service and made ES11 a fundamental
feature on every single one of our managed VoIP lings. Other VoIP providers in the markst
may not provide this vital feature feaving customers stranded when they need help most.”
- Jeff Ahtguist, Covad vice president, product management and devefopment.
E~911 FAQs:
Q: Is £-911 a required service?
A: On May 19, 2005, the FCC ruled unanimously that all VoIP providers must supply
enhanced 911 (FQM) em&rgef‘cy cai%ing capahiéitées to thelr customers as 2 mandalory
Q‘ What are the d&fferemes between Enbanc&d 911 {E-911) and traditional 911
emargency service?
A: 1. Traditienal 911 routes an emergency call to 3 811 center in the region. However, i
does not provide the caller's phone number or address, and it is not always the closest
facitity - roaking response potentially fonger.
2. BE911 iz & system which routes an amergency caff to the 911 center closest to the callar
AND automatically displays the calier's phone number with address for expedited

v.covad.comivoip/voiceservices/details.shimi
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rEsSponse,

€: Does Covad provide £-911 serdce?

Ax £2911 has been a fundamaental feature on every single one of aur managed VoIP lines
since the launch of Covad VoiP.

Q: How do you get the information needed to support E-911 service?

&: Covad uses turn-key £-911 service provided by third-party vendors. Thess providers
work with the focal phone companies and others to update end-user information in
industry telephone databases such as €911 and directory listing services. Covad has buillt
this service into s business-class managed VoiIP product from the day i was introduced to
the market.

Industry Standard Equipment

L

#$ % & & & & 2 @

Cisco 1700 and 2600 Series Roulers

Ethernet Switches

Flexible Alternatives

Cisco 7940 and 7960 VoIP Telephones

Polycom 500 VoIP Telephones

Swissvoice IP10S VolPTelephones

Toshiba Digital Businass Telephones

Analog Telephones

Rapid Deployment for Employees with Standard Web Browsers:
» Internet Explorer

» Netscape Navigator

» Mozilla Browser

Cisco 2400 Senes IAD {integrated Access Device)
PEX/KTS with standard analog/digitat phones

Broadband Internet Access

L N

® #

1.54 Mbps service over managed T-1 line.

Automatic dynamic bandwidth allocations to voice and data based on the number of calls in
progress to provide the highest bandwidth possible.

Bonded multiple T1 services available.

Powered by Covad's state-of-the-art service affice.

Web Hosting

® & & * 2

Emait

» % &

Up to 1.25GB wab storage.

tp to 30GH web traffic per month included.

Support for MS Access, MySQL, MS QL 2000 databases.
Suppart for ASE, PHP and JAVA,

Web traffic statistics

Up to 50 email accounts included.

Additionat bundies of 25 accounts available.

Acress methods incdude POP3, IMAP and WWW.

Supports Microsoft Cutionk and Oullook Express client applications,

Pricing

*

v.covad.com/voip/voiceservices/details.shiml

Flat-rate pricing with unlimited local and long-distance calling ranges from $36.95 to $59.85
per phone per month, depending on the number of stations.

Per-minute pricing ranges from $26 to $32 per station and 3 cents to 5 cents per minute,
depending on call volume.

Free Calling ~ With multiple locations, interoffice calls over the Covad network are free of
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charge ab &l Himes {(with free minutes, ISP, broadband access are included).
« PBXi hundied pricing per site with the flexibility of add, mave {with vPBY Voice Sarvice) and
change stations behind PRXJKTS.

These prices do not reflect the cost of Internet service or telepbone equipmant. For a complele
review of pricing and to detarmine what kind of saving vPBX VoIP can give you, sign up for

company's actual telecom costs.

The Covad Dashboard

The Covad Dashboard is an award winning online management tool for all of your
cammunication needs, accessible from anywhere via the Internet, I is your interface into the
many productivity enhancing features that you get with vPRX VoIP service. In addition, there is
the managers Dashboard which gives a view of employee call activity.

X5

The Covad Dashboard Ontine Cal

G MefFoliow Me s £
Lise

Sy 16 52 un and

Conferending with the Covad Dashboard is

sasy and guick g :

With Covad Dashbosrg Visual Voicemah,

seeing your calls is eagier than wading
theough them.

Customer Satisfaction Guaranies

* We guarantee you will be satisfied with your sarvice or we will assist you with a transition to
anuther service provider,

& Qur voice-optimized high speed connection is a hest in class broadband service designed to
offer you the best quality of voice service while maintaining the service levels of your high
speed connection.

« Complete customer cars is available 24 hours a day, 7 days a wesk.

* Covad service is part of the Cisco Powered Network. Our customers enjoy the benefils that
Cisco equipment and techaology have brought Lo the majority of the world's business
networks. That means unsurpassed refiablity, scalability and overall performance.
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COVAD s Logi

Covad VolP

Yoice Services

VolR servives 1o megl the needs of your business; support for 516 250 employess par
facation, ability 1o beep or replace sxisting PBY or key sysiam aquipment, availabiiity of
advang “d cosnrngnizations faatures.

Qiﬁ@g’?g?gf Availability & Order Process Additional Information & Downloads

1+-877-268-2353 ?f’fﬁ?“““sv 1-877-268-2353 T covad VoIp Brochure { (e gt Format)
Products & Servicestl ..... ﬁéff?,?rém.é = wPBX Volce Service Brochure (in pdf format)
vaie tomell e | B o5 varce service Brochurs (i e
Benefitsfl | Compare Your Service » %

2 White Papars

Learn Morell
Yoice Services ha
» Bervices Comparison
How Does It Work? Voice Services . 5 Details &
Dotails Information How Does it Work Technical info
Customer Storiash
How o Orderd}

. vEBX Volce Service PRYI Yoice Service
Spraad the Wordh ]
: For companiss thals For companies thats
; Compare Your Service s Have up to 250 employers per * Have between 5 and 100
: to Covad ?01’? location employees per location
; et s free a "ﬁ"”’f ab your * Wish to lower capital expendilures * Wish to leverage their current
totat ”:Zwa‘; ;f n: costs by doing away with the expenses equipment investment while
O beneins. involved in the purchase, lease or enjoying the cost~saving benefils
maintenance of an on-premises of VaipP
PBX or KTS s Use a PBX/KTS with PRI or analog
» Are frustrated with managing trunks
different service providers for s Are frustrated with managing
telephone, broadband, and Web different service providers for
hosting services telephone, broadband, and Web
» Want io adupt advanced, next~ hosting services
generation VoIP service as well as & Want to be poised to adopt
the advance features afforded by advanced, next-generation Volf
a fully hosted VolIP solution service at 8 Riture time when
their business is ready
S~ in~0ne Bervice
All wPBX Voice Service packages come as Al-in~-One Sayvicos
@ l~year contract with: All PBXi Voice Service packages come as
» Voice service a 2-year contract with:
s 1.5 Mbps 11 or SDSL broadband ®» Voice service
access optimized far voice ¢ 1.5 Mbps T1 broadband access
services optimized for vaice seovices

covad.cony/voip/voiceservicesndes shiml
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® Premium ISP and hosting services

s Advanced phone features such as
Find Me/Follow Me, instant
conference calling, and easy
adds, moves anid changes provided
with Covad's award winning
Dashboard {see below).

& The flexibility of choosing between
a metered or unfimited calling
plans

& With multiple locations, interoffice
calls over the Covad network are
free of charge at all dmes with 4~
digit dialing.

* Automatic implementation of new
features and upgrades.

# Emergency 811 {E-911), the
systam routing emergency calls to
the 911 center closest to the
caller AND astomatically
dispiaying the caller’s phone
aurnber with address for
expedited response,

The Covad Dashboard
Our award-winning web-based
managemant tool:

Visual Volcematt

Call Logs

Find Me/Follow Me

Instant Confarencing

Scheduled Conferencing
tMicrosaft Gutlook™ integration
Instant Messaging

Muitiple ACD Queues

Multiple Concurrent Administrator
Accounts

Administrator's view of employse
Accounts

L R B B BN R AN J

Lustomayr Satisfaction Suarantes
»

We guarantee you will be satisfied with
your service or we will assist you with a
transition to another service provider.

& vPBX Voice Service Brochure
{ire pdf format)
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& Fremium ISP and hosting services

* A sel number of lncal and long
distance miinutes included sach
maonth

s With muitiple locations, interoffice
calls over the Covard network are
free of charge at all Umes with 4-
digit diafing,

& Cisco 2431 integrated access
device (IAD).

* Emergency 811 {E-911}, tha
aystem routing emergency calls to
the 911 center closest o the
calfer AND actomatically
displaying the cailer's phone
number with addrass for
expedited response.

Lustomer Satisfaction Guarasmiee
>

We guarantes you will be satisfied with
your service or we will assist you with 2
transition to anocther service provider,

Traportant PRX Information
Covad PBAI Voice Service does not
provide telephony features {voice mail,
call forwarding, ete.}. While the
telephony features provided through the
vour existing PBX or K15 equipment are
suppaorted, those features provided
through the local phone company are not
supported as voice connectivity is made
through Covad and not the phone
company. This mmeans it is impatant o
verify if the telephony features you rely
an to run youwr business ara provided by
the PEX/KTS equipment or through the
locat phone company. If vou depend on
your local phone company for standard
telephony features {e.q. call forwarding,
catler 1D blocking, voice mail, call
waiting, etc.}), PRXi Voice Service is ot
an appropriate option at this time.

PBXi Voice Service Brochure
{in paf format)

Contact us using our Contact Covasd Form, | Seman

.covad.comivoipfvoicessrvices/inde
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Room

Transforming Communications
though Broadband Innovation

About Covad ﬁez{ia mn!';acts
Mews Room L Covad Gives Voice to Small Business In Houston, Las | Media Relafions Team
T Vegas, Miami and Portland prhlicralstiona@uovad.som
B Mews
2005 News Releasns "
» Archived News Contact: . Kathizen Gresns
Reluases féegi?{;mgag g‘”’e“t‘g Rg_i?tsgns karsane@nowad oom
athleen Greans usan Crawfor -
% g . . B~ -7
2o04 Now Ruleane Covad Communications Covad Communications $08-952-7434
3043 Maws Reloases 408-952-7434 408-934-2130
P . . gt £ s enrd perr Pavel Radda
2403 Naws Releases kgregnadicoyad.com nvastorralations@coved.com rrsdida@ea e ad oom
v . bReSE N SR B L
2001 News Relenses Businesses Say Heflo to Covad VolIP Service ADE-A5- 7425
2800 Mowys Boleases
1953 Nows Relasses San Jose, Callf. (September 1, 2004) - Covad Communications Group,
150y Nows Reloases inc. {QTCRBE: COVD), a leading national provider of integrated veice and
1957 Rewes Ratoases data communications, today annaunced the availability of business-class Click hare far the iatest
3% 5 Retosses o X . formation o Covad
Covad VoIP {Voice aver Internet Protocel} in four new markets: MHouston, WalP sradicts and
In the News N . . . . Yoir procucts an
Las Vegas, Miami and Portland. Now launching nationwide, Covad VolIP is SErACES. o felppe
Awards _ managed end-to-end, offering small and medium businesses an
Covad Advartising unparaileled suite of services and voice quality that businesses can rely
Covad Whitepaper aft,
Series
Covad ¥oId Covad VolP will be available in all 113 major metropolitan statistical areas

Ontine Media Kiv
LCovad Logos

served by Covad's natienwide broadband network by the end of 2004,

Email Alerts "VYoiP is the most significant alternative ever o traditional phone service,
Ireenstor Refatians and Covad VoIP is a high quality, reliable communications service with
Contact Us features that, untll now, have not been available at affordable prices for

small businesses,” said Charles Hoffman, president and chief exequtive
officer of Covad. "Covad VoIP offers small businesses the oppartunity to
wearl with one provider for thelr voice and data needs on a national scale.”

Patrick Hurley, Director of Research at tefecommunications research firm,
TeleChoice, Inc., said: "When businesses are considering Yoice over IP
services they shouldn'l expect today's consumer VoIl services to keep up
with thelr needs. However, when a provider fike Covad adds Voice over 1P
ontn its nationwide broadband network, they can provide these business
castomers a truly integrated voice and data service that offers customers
the qualily and rellability they need.”

e Cova

rw covad.conveompanyinfolpressroom/pr, 2004/090104 news.shiml
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Covad VoIP works by defivering voice information in digital electronic
packets. This aliows businesses to manage calls with a single broadband
connection.

Covad currently offers two VoIP products custom-tatiored for small~ (o
megdivm-sized businesses, and for enterprises needing a virtual Private
Branch Exchange (PBX). Covad PBXi is designed 10 work seamiessly with
existing PBX aguipment. Covad vPBX ix designed as a full PBX stternative.
Covad and Covad's dealer network install the service, train users and
provide complets customer support.

Both Covad VolIP products feature the Covad Dashhoard, which brings an
array of capabilities into one common Web-based user intarface,
including: focal and long-distance services, visual fax and voice mail,
Instant Messaging, audio and web corderencing, call togs, directory
services, "Find me/Follow me”, and other features, all managed from one
pace using one phone number,

Feastures of Covad VolF include:

» tocal and Long Distance telephone service

Nationwide coverage

Automated provisioning capabiiities

Service backed by comprehensive service level agreements {SLAS)
Covad Dashboard, an sasy-to-use, award-winning Wab-~based gser
interface

Call togs

Find Me/Follow Me functionality that allows a user to receive calls
on muitiple devices from the user's VoIP phone number

« Unified visual voice and fax mail

Voice and Web conferancing

» Automated Attendant

& * & @

L

Cavad YoIP can be ordered directly by calling 1-866-462-3269,

For more information on Covad VoIP visit Covad's website and schedule a
free voice assessmant with & Covad consultant at:
hitp.ffwwwe covad. comdvainhovdoorder/index.shimi.

About Covad

Covad is a leading nationwide pravider of integrated voice and data
cammunications, The company offers DSL, Voice Over IP, T1, Web
hasting, managed securty, P and dial-up, and bundled voice and data
services directly through Covad's network and through Internet Service
Providers, value~-added reseliers, telecommunications ¢arviers and affinity
groups to small and medium-sized businesses and home users. Covad
broadband services are currently available across the nation in 44 states
and 235 Metropolitan Statistical Areas {MSAs) and can be purchased by
more than 57 milion homes and businesses, which reprusent aver 50
percent of all US homes and businesses. Corporate headquarters is
located at 110 Ric Robles San Jose, CA 953134, Telephona: 1-888-GO-
COVAD, Web Site; www.covad.com,

covad.convcompanynfo/pressroom/pr_2004/0901G
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Transforming Communications
though Broadband Innovation

About Covad Media Contacts

News Room § C:Q A m& Medis Relations Team

pubhoreistions@rovad.com

Top Hows .
» 2008 News Reloases Covad Introduces Enhanced VoIP Services for
Archived News Releases Businesses with PBX and Key Systems Kathlesn Gresne
Irs the News karssneSoovad,com
Awards For information: 308-952-7434
Covad Advartisin Media Contact Investor Relations _
o Whitens ::, Pavel Radda Susan Jin Davis Pay “i Rf‘fé’ﬂv .
Serien rap Covad Communications  408-434-2130 nradda@oncad.com
408-952-7425 nyastorreistinns@oevad.com 408-852-7425
R s kit pradda@covad.com
Cavad togos Covad PBXi Voice Service Delivers VolP Advantages and Savings Click hare § )
Emafl Alests here for the Iatest
Without Abandoning Existing Telephone Equipment rfarmation on Covad
Investar Relations ¥alP products and
Contact Us San Jose, Calif. (July 13, 2005) - Covad Communications Group, Inc. R “ More

{OTCRB: COVR), a leading nationwide provider of integrated voice and
data services, today announced Covad VoIP PBXi Voice Service, a
business-class Voice over Internet Protocal (VoIP)} service thal leverages
existing on-premises phone equipment while providing significantly lower
operating costs,

According to 1DC, approximately 85 percent of small- and medium-sized
tusinesses have invested in on-premises phone systems in arder to
support thelr growing smplovee base and expanding lelecommunication
needs. Cavad VoIP PBXI Voice Service enables businesses to utilize their
axisting on-premises telephone system and gain significant cost
advantages VoIP provides. By protecting thelr Private Branch Exchangs
{PBX} or key systern investrent, businesses have no up-front capital
expenses to integrate Covad VoIP PBXI Voice Service.

"While a Rilly managed VolIP service may be ideal for many businesses,
sarne husiness owners still want to retain their existing phone system and
reduce thelr telecom operating expense by up to 25 percent,” said Jeff
Ahiguist, vice president, corporate development for Covad. "For those
businesses, Covad VoIP PBXi Voice Service is an ideal fit, It sliows them to
retain their equipment investment, reduces monthly fees and positions
them to easily adopt next~generation VolIP once they are ready.”

Covad VoIP PBXI Voice Service seamiessly integrates into business phone

sovad.com/companymfo/pressroom/pr_2005/071303 news.shitml
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systems because all the original handsets, phone numbers and eguipment
are retained. The business customer experiences the same sound quality
and user ropdel they asre accustomed 1o, making usabiiity simple.

"Instaliation and set-up of Covad PBXI Voice Service was simple, and there
was no learning curve for my employees because we are using all the
same phone eguipment,” said Ken Moss of Barkal Midwaest, a Covad Volf
BRXi Volce Service customer, "Now that we have both voice and data
traveling on a T1 fine, we have experienced sven mare savings ard fewer
problems because we only have to work with one provider, Covad, for all
our sites.”

william Stofega, research manager of voice services for IDC, said: *Covad
VoIP PBXI Voice Service allows businesses to keep thelr premises-based
equipment while introaducing them o the advantages of VoIP. Once the
customers' PBX or key system reaches the end of its seven to nine year
Hifa-cycle, Covad bas an excellent opportunity to easily migrate that
customer to their hosted VoIP service that offers advanced
comumunications features 1o keep their business efficient.”

Covad VoIP PBXi Services are available in four bundias designed for
businesses with five to 100 employses per location. A key enhancement of
Covad VoIP PBXi is its ability to directly integrate with PBX or key systems
using a Primary Rate Interface (PRI} or analeg interface. This provides
Covad the ability 1o reach a larger number of businesses with the cost
advantages of VoIP.

The four Covad PBXi Service bundles are:

Covad PBXI Analog I - Supports up to 8 analog ports/trunks on the PBX.
This package includes 5,000 local and long distance minutes per maonth.
Typical number of employees per site is 5-30.

Covad PBXi Analog IX - Supports up to 18 analog portg/trunks on the
PBX. This package inchudes 10,000 local and long distance minutes per
manth. Typical number of employees per site is 30~60.

Covad PBXI Digital I - Supports one T1 and one PRI interface on the
PBX, Package includes 15,000 local and long distance minutes per month,
Typical number of employess per site is 60-100,

Covad PBXi Digital IX -~ Supports two incoming T1's and one PRI
interface on the PBX, Designed for businesses with high data bandwidth
requiremerdts. Graat for locations that serve as a headquarters office
supporting multiple hranch offices/remote locations or that are planning to
add more employess. Package includes 15,000 focal and long distance
minutas per month, Typical number of enployees per site is 50-100.

Set-up costs for Covad VoIP PEXI Voice Service begin at $300. All services
are bundied with local and long distance minutes, a Cisco 2431 IAD and
Covad Web hosting/email services, Each additional minute of usage is only
2.5 cants,

For more information on Covad VoIP PRXi Voice Service please calfl 1-877-
268-2353 or go to www.covad.com,

w.covad.comyeompanyinfo/pressroom/pr J005/071305_news.shtml
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Vaice & Internet Solutions

MCI Advantage

Make the raost of your cornmunicalions investment by combining voice and
Intarnet services on one network. MG Advantage offers Intermet and voice
over 1P phone service through the same access Bink for one low monihly
price. Lat us peovids you with the baadware and support you nead 1o maks
switching from your currend service aven easier. One network through one
provider maans just one bill fo pay snd one sowrse o tum 1 for fechnical
support and advice.

®» Loval, long distanon and Internet access through a single access
fink

& Unlimited locat and kng distance calting

& The phoos fextures you'd sxped, ke Cali Forwarding, Aulo-
Attendant and Altendant Consale, along with new features such s
Cait Blast, Feante Offive and Conunication Manager

3 Volce comprassion for grest sudio guatity using fimited bandhwidth

& System administration, faabues controf, and cost condrot Hiyough the
$3CH Custorner Cenler

e Enhancad volcemal, ailowing message refrieval through the web
Ao e-mai

& .Am acx‘e 53 wam Dba. or Dr\,svated internet

L Ordar MG Advantags

Call us at (800 $85-T187 to order
O Contadt ue i ask about bow MO Advantage oan work for you.

For marg infonmation, please visil:

Enhanced Fealures

& Techrabegy Soiution to Match Your Neads
Taie agdvantage of vading technology equipment without Baving o be a technalogy expert. With MO Advaniage

Bundiad, we will provide you with the night hardware configuration. Qr, uae your own Bardware with MCH
Adbeantage Standard.

Maore ¥oice & internet Solutions

# See al Vol
# Gompare

& & internzt Solutions
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% Home

MCI Ad?éntage Contact s}

M Advantage is an advanoed nefwork-based 1P commuricaticns praduct
serving evderprise and small business customers in the United Stales. it
eonsolidates focal gnd long tistance for multiple business loostions on 8 single
data network.

By moving voice traffic onio your sxisting data nebvork, you can maximize
afficiency, simplify network management and save monay 8t the same time.
MCl's proven astwork handies the servics ioad, imdting your tachnology risk and
BXPSNSE.

La/BBODB

How Can Companies Use MCI Advantage?

& Streamtine network cannestions with ane connection for all voice, data,
ardd inlernet instead of using separate access 100ps

e Conclidate iconl and ong dishance services on one network and ake
advantage of robust features tike P phanes, netwark voice mail, and

Firdd Me

+ Simplity communioations management for (T Managers with Web-nased
mansgen‘ent foois

Why MCI Advantage?

# Vahse and simpflicity. Streamiine costs through compatitive gricing
piana; reduced costs of moves, adds, and changas; simphified network
management; and g more efficient use of your wige-grea nehwork {WAN).

& Consoclidation. Conanlidaie local and long distance senvice over a naw
or existing MCH data network. Use your existian PBX or select 3 cost-
sfficierd combination of equipment {0 support your specific nesds.

¢ Convenience. Enhanced features and cafi rouling 2t all sites aasily
cortroiied via @ Web trowssr. A caingdete sulte of netewcrk-bagsed voice
seedoes aliows aff offices in your enterprise © enjoy the same hosted
network fastuces and voice mal system.

# Flexibility. Ulllize existing loiephony equipment, migrate 1o an all IF
arwircnraent, of use a raixbas of existing ang (P -nte"‘" ses. Migrate down
the 1P path at your own paocs.

# Service and support. &l backed by sxceptionat service levet
agregments {SLAs).
20U8

»  Axaitability, Available in over 1 2. metropatitan setvice greas where

M owng incal service faciiifies.

m i“m&& 5?%’&%

cwl £ :i & oour try

Customer Brochuee
Enhanced Features

Technical Diagram
What is Si7?

S White Paper
Customer Stodes
Yendors

FAQs
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Small and Yoice & Imternet Solutions

Wedium Busihess  Enhanced Feature Functionality

Saveatt anud Redium
E’sus-n&ss Home

MG Advantage is more than just voice ard data in one aasy-in-use saiution. i offers a full menu of prosucthvly-
enhancing featuras that aren’t dependent on prevaises-based equipment — becausa they sre engloserad right into
the network,

Yoios $ew§cas

Wernet ACLess

‘simca&l:‘:mmai 303&}‘;’.@0?’#& These featuras can he implamanted across focations, proviging "01’:558'8"3; functionality instead of 8 confusing ik
of different features. To ke the MCI Advantage virtuatl tour, :
»> R0 Advantage
MG Businsss Compiale
Flex Servics 1
F‘uii utff’e’!(/@

v

Foliowing are Setais on 8 few seincied features.

v

‘,‘i

# vigw 3 full

‘%«ammty saiutzans

Web Portal for Administrators andg Subscobees
f‘s}ﬁfs’rsﬁnemg Soiativns

Al Smait ang Mem wra e ASlows agminisiratars o authorize and cusiomize features for each location or 2 group of ooationg
f&u&m&e,s pm{mcg% ¢ Supports management of featuras and calling plans
e i & Allows subsoribers o customize thele festures
?x‘ian o g o My P # E£nables modification of subsceriber features, such as Call Forwarding, Selaclive Call Asceptance, ot
&, s
C?s»c%s \)'mx,smaxi Benefits
{;ammmer Semce & Ensbies stministeaiors o manage move, add and changs {MAC) requasis with a siinple point-aad-click

= Eaabies subsoribers (o easily mmﬂy thair personsd information via a simple, easv-to-use web interiace
¢ Allows admitislators to eshablish fegtures plans acrcss muitigs locations

Aute Attendant

# Anawers the phone and provides the caller with options to transfer 1o anoths phone, voice maltbox or five
Dperator
& Supporis)
O Digling by extension of name using DTMFE digit
O Mugtiple tiess
> Tine of DayiBay of Week menu options
C Fraxibiity 1o configure of chiange grestiag options via the web

S0

® Enzhies aenvice nonsistency acmss muiliple locations
& Strosmiines sfaffing
& Can sliminate c0sls associatad with changes o vaditions! auto attendanis

Roamaote Office

& Adlows ussys 10 sasily acoss MO Advantage Teatures from any end-paint with a direct phone number
{Le., cell phone of hore)

Benelits

¢ Ensures users have access i complets sulte of corporate communications ‘ea?oros
= Allows ail inter-enterpriss and external calling from the romole jocation 10 be biled direcily to the
sriterpriae

ness mct.com/VandiSelutions/EnbancedPeatureF
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e Elinunates the nesd for paying varied residential iong distance rates for telecommutars
Cali Blast
#®  Allows subscribers o be cordacted simutianenusly thraugh one tslephone number atup to 14 phenes,

Renefis

e Enhancses acosasibility Dy allowing subsaribers 1o be contacted at virtually any number or incation
& Eivainates the nead for calt forwarding and constant voioe mall moniiceing
# Alows mobite and fraveling workers {0 establish sasy and consistent contant poins

o moee infonnation, ploass visih

¢
#
»
®
@
®
Need help desiding? Compare Produsts | Get Becommendations
0 GLGBAL ShEs
Friveeoy Policy | Laget Noticss | Servioe Terms & Pames | She Map $ 2003 RACH, Ing. &l Bights Resaned

ci.comVandISolutions/]

>
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Small and Voice & Internst Solutions
Megium Business Tﬁ@hﬁ%ﬁ&g ﬁéagwm

Snal and Bediun
Bugirmss Haus

MO Advantage simplifies neteaxdk communination i easy mobility, efficient coramunication, and a single source
‘o' \ecsiz,e and f*ata <ewimt Tne difference is visivie in these nebwork grehitectuss diagrams. For additionat

Vaice Samvioes

irderast &cm%

mymw B Enmm&i 50;“1{0?,5 Bafore MO Acvantags, g company might operate three oo more diffarent nalworks for data and I, ooy distance
cafling. and onal voice serdce. This madet is inafficient and expensive, with a dosed PBX architacture and extrg
> MClAdvantage charges for any moves, additions, or changas 1 the existing strushee. Have & ook at this famiilar scenario:
» B30 Business Somplete
> f&x Kenvios T3
> §§ bﬁ’f\» 2 113

Sacwsi\y 50123‘3900“:9

i‘snfawszcmg Scﬁu& Q1S

Ad Smatl and Madzum
Swszm&es Pmeimt%

Managa My Aooourd

L%&ec%«c Yolnemait

e‘:usmmer %wsm

O World

e Throe networks
#  Ducstion/geography-based priciog
* Expeansive moves, adds, and changss
#» Standatone application
» Closed PBX architeciure
Why MCt Advantage?
& newe world in communioations management. Enter MG Advantage, and the wothl of communictions

managament gats 3 whole ot sasisr for i1 managers and # can offer cost savings on the bofiom line. As a premiar
netwark provider, MGH providas our senvices in the network -~ instead of at the customed’s pramises,

8 First, by providing disnct access D the PSTN, seyvine is sxpanded beyond the incal area nehvork 1o the
witde ren natwork for mon efficient use of your bandwidth.

*® Secordd, enjoy the benefits of centealizen intedligence. With MCH Advantags, alt vour locations can ascess
the sarae features. System upgrades ars rolied out seamiassly fo sl ioostions, slirninating awkesrd
migration perods. &ad vou can ooaveaiently centrol and manage your veice application via the Wab -
withiout the headaches of owning and managing the nehwork infrastruciure.

& Thinl, MCH Advantage means that you have loss equipment {0 purchase and maintain 2t your premises.
KCH incurs the oosta of buying major equipment, mding your capitad investroerd aaa the sk of technalogy

s.clcony'VandISolutions/tsehnicalDiagram him
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obsalsscence.

Now, have z oGk at the New Woedd with BCH Advantace:

=

Naw World

& One nebwork {with redundancy options}

 Uniimited kocal and domestic iong distance calling plans

& Tasy moves, adds ang changes

s irdegrated voice sad data applicativns

» Standards-based srchitenturs budlt on Session initiation Protocot

#» Network-based Quality of Service

Le;* us show You hiow we can sirearmline vmsr Ompany’s network operatinns, For complete inforrmation amnd seyvice
vaiiabifity, call us fofi-fres al 1-800-465-7187.

For more infarmation, please visih

%
=
®
® Ve 2
8 S ata Glance
8 FOC Emargency 811 Sevice Updale
Need help deciging? Compsre Products | Get Recommenaationa
RERRH RBOIGLOBARL SITER
Smat 3 Madiiur Bus :rzi 5 PR
% - Se em es Cournt sy
Privacy Poliny { Lagat Qervine Terms & Rates | Site Map £ 2064 A0 o, Al Rights Resservad
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Ml

Small and Yaice & Internet Solutions

Medium Business FCC Emergency 911 Service Update

Sraait arat Medivra
Bus:sxess Home

'wmw Services ~ How does Emergency 911 service work with MCi

tnternet Acness

\m;ca & internet &aiuiiam MU ADVANTAGE is g broadband service that uses Voice over infernet Proiocad
Vol Althaugh yaur lelephone equigment with youe VoiP service may appesy the
same 2y ragitiongt 2eiaphone service, there are ceriain differences in the ways that
cails are routed which may affect your ability to reach 911 emergency services.

» R Advantage
=} Business Coraplets
B Y:a\ Zervice 14

Emsrgency 911 senvice is a standard festure availatis © all MCl Advantage
eustoraers. The service ourrently enables users 10 access an appropriale putdic
asafely answering point {"PEAP} by dizting 811, MCH provides this service only in

Sa,wraty S&)tmwns
. tncations whara such 811 calling Is avaiiable and onty ungder the Hmited

{\Gﬁfﬁfﬁmmﬁ 50«‘*“5‘%"3 cirsumstances described below.
Aft Gnadf and Badhen .
Busiooss Produsts What are the potential Emergency 911

Limitations when using MCI Advantage?

&%anaae &‘iy Aca D

Chock Yoinemail The atdlity 10 acoess an agpropaate PRAP with MU ADVANTAGE depends on the
e 308, SONRgUralion and focation of the phone used.
Gvstﬁmer &és‘ww
S e Ay SA0E ADVANTAGE subacriber has the option of gsing thrae different types of

phonesg:
{2} SiF phone provisionad and used in a fixed, ideniified location {3 Fixed SIF
phoney,
{43 A IR phone provisionsd aad ased ag “Motile”, Le., the chone eanbe used al &
temparary iocation other than the pri iary sRIVice addre&« {a Mobile SIP phone), and
{o} & ragitionat nen-SiP phone peovisiones and usesd o a fixed, identified locaiion (g
non-SiF phone).

icudar, 811 emergency senvice currently is not accessible using & Moblle SIP
phong. Furthermore, much like aceess ¢ 11 emergency service via traditional PETH
Incat service, ancass 1o 2 PSAR will be unavaiable i your access clroult or local
gateway falls.

CURRENT MOBILE PROFILE SIP PHONE AND "REMOQTE OFFICE”
LIMITATIONS: Bacause the iccation of a Mobie 8iF phone \,w catm relatd
determines from #s billing telephone number primary service addrass (which s how
211 calls ordinariiy are *euted {0 the approgriate iocal PSAP), ‘l‘ calls from a Mobila
S8 ghane canant be rauted (o the apuropriaie PESAP. Ag a tesull the call will be
‘:.sicmked when 811 & ghaied on a Mokile SIF phone.

CURRENT FIXED PROFILE SIP PHONE LIMITATIONS: When 8ttt s disied on g
Fixed SIF phane, the call will be routesd o the apurepriaie PSAR based an the billing
wiephone numbaer primany sorvice adaress assigned o the fixad SIP ghona.
Trerefore, i moved o a new location, 8 MOVECHANDGE Saervice Order must be

, aubitted, and the phnnn may need 10 ba raconfigurad in order for 2 811 call io ba
routed 1 the agpropriate PAAP,

CURRENT TRADHTIONAL NON-SIP PHONE CONRNECTED TO ADVANTAGE
SERVICE LIMITATIONS: When &1 1 is dialed on 2 tradiional, non-SiP .e., standand)
phane used with MG} ADVA‘\?,&& the oall wilt be rouled o he ap;xo;sn»i@ PR&F

ici.com/VandiSolutions/FCCBmergency@1 1 ServiceUpdate him
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Q11 sarvice is avaliabls o that ares, based on the billing telephoae aurnber paraary
sendoe addeas assigned o the phone.

i addition (o these currant lmitations, saveral seenacdos could affact your abiity o
compiete a cail 0 611, Below is g list of the more oommon avenis that coulgd Himit
secess o 811 srngrgency services. Ploase distribite 3 copy of this fist to 3l users
of MGl ADVANTAGE service within your organization. Later s month, MCY wil
provide you a VOIP 911 Fact Shest giong with stickera for your eguipment that warn
uses of certain service lmiiations,

¢ Loss of Blectric Service. Your MG ADVANTAGE service wauid be
rderaupind if voue electicilly falls. We recammaad vou purchase a battery
backup syalem for VolP sarvice,

® Loss of Broadband Service. Your MCLADYANTAGE Service wouid be
interrupted if youe hroashand connection is not available.

# Fatture of Equipment. i aquipment, sciware or hardware necessary for
end-1o ang- iniarnet Runctionality {8.q., rouders, 1P phonas, analog gateways,
etc.} matfunction or faf, this could fimil your access to 811 srasrgens
AENVICE,

s Fatture lo Reglster Now Location of Equipment. End users must aotify
ROCE I they intend o e3e their VoiP equipment at a new stroet address
ocation. Currently, MCl is not able to provide 811 emergency service except
at the user's primary localion,

# Non-Recognition of Phone Rumber. If the cafier uses a non-nalive
igiephone rumber (& felephone asuraber fiors 2 focat exchange area different
from wharg the caffer is incaled) access to 911 amergency sendce may be

& (Geographic Limitations, MG ADVANTAGE can only access 811
amargency service within the United States. Some coundrias have not
inplarasniad 2 811 smengency sayvine, While othsr oountdss bave
implemented & 811 emergency service, MU ADVANTAGE cannct acosss
thoge services. Theck with incal authorties for information on how (G reach
2MEGAney services by dialing the internationat access country sode and
sppropriate numbay.

e Non-Paymert for Service. Failure to make timely payment for your VoiP
service raay result in suspension r dissonnection of Siad fooe and joss of 11
QEIGANCY SEIVICS Ba0ess.

What do you do if emergency 911 service is not
available?

if any attempd 1 dial 911 emergsney saervice resulls In busy sigosis or ringing with no
angwer, hang up ang immediataly Gial & and ask the Qparator for assistance.

What enhancements will be made to improve the
emergency 911 service with MCI Advantage?

MO is actively working 1o establish procedures 1o afiow you 1o updale your registered
iacation for 311 emergency secvce. This will enable MO o sccurately identify your
iceation and aulomatically mule the cail the apprapriate locat PSAR, sven fynu use a
Mobite SiF phane. MO wilt send an additional notice condinaing these enhisnicarsands
and providing spedific instructions on how 10 updats 2 registered emergency service
iocation.

el cony'VandiSalutions FC

ney91 1 ServiceUpdate htm
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What is your responsibility?

& Ris of utmost importance thal you aotify 2t end users of yous MGH
ADVANTAGE service of the limitations of 811 emergency service described
above,

® Yo be safe in an emergency, iat other visitons kanw about any Emitations in
your VoiF* 911 emergency service, We recommend keeping a list by each
phone of imporunt emergency numbers including: police, fire, ambudance,
and poison confrol ceniers.

& i you are an existing MO Agvantage customer, the FOU requires thal you
acknowledge that you have read and ondsystand the risks for using 814
arnprgency seyvion rsks with @ Voif? sarvice ke MO Advantage,

Need heip deciding? Comoare Prosucts | Ged Recornmendations

Smalt & Medium Buginess

33 GLOBAL SIER

Baieot & Country

Privany Policy | Legal Nolices § Sanvige Tanre & Rates | Site Rap 2004 MCE ine. A fights Reservet

ci.com/VandISolutions/ FCCEmergenoy91 1 ServiceUpdate b




Smenll Business

Local Service

Long Distance Services

Indarnet & Data Seevicag

o8t

Thalilp

integraied Aness

Dhyrarsic iagraed Ancess
oty

Franded Ermail

Hostend Exehange

Nan Hosting

Ranaged Dotficsted
Intarnet

Wirelans

Resguest Business
irdormation

Freguently &shed
Questions

Reljated Links

Vigw the produg

leodusa.com/ProductDetail dojjsesstonid=0000xCy LY HOZy-Lby

MoeLeodUSA com Internet & Data Services

internet & Data Services
Preferred Advantage® Dynamic
Integrated Access

Affordable and reliable VoIP communications technology with
the jooal calling features, cost-effactive long distance and data
capabilities your business demands. Dynamic Intagrated
Accexss is avaitable in 37 markels across the McLeodUSA 2%
Midwest, Southwaest, Northwest and Rocky Mourdain state
footprind,

Prefarred Advantage Dynamic Integraled Access cambines yauy
voice and dats services utiizing Voice Gver internet Protocol (VoiP}
technology, st you can galn greater efficiency and real-dime control
Qver yaur woice ang data services.

With spreds up to 8.0 Mbps, siteto-site calling st no charge and the
conveaiencs «f abbreviated dialing, Dynamic intenrated Access can
suil the needs of the most demanding voice and dala spplications
for businesses with single or multiple jocations. # provides flaxible,
end-user control and web-based self-management faatures -
without the upfroni capital investnent of @ traditiorsal
sommunicalions sysiem. This is the ideal sclution for business
focations that have baen plagued by the distance lim#tations of DBL.

And # you choose McleasUSA for local, tong distance o ather data
services, you'll receive a single bill for aif your services, with na fine
print or hiddes charges.

McieodUSA Preferred Advantage™ Dynamic integrated
Access features:

» Combined incal, iong disiance and high-speed internet
service deliverad over dedicated, digital Tt access ina tine
ar frunk-bizged solution.

» The flexitility of additional bandwidths {up i 6.0 Mbps) wit
oy Bonded T1 Services option.

Qwest/15
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View pricing
ang availability,
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o Eight (8} slatic I addresses and up 10 6.0 Mbgs of high-
speed infernet access hat includes 20 brandad ermail
addresses.

o Exira stalic P addresses available or advanced server
applications or VPN naeds. Essily add more branded emad
addresses for sites with a large numbey of employess.

& A robust thunk base package consisting of 23 (PR} or 24
{71} voice channels and from 1.543 Mhos 10 4.5 Mbps of
high-speed internet aceess. This also includes 20 corporate
branded smalt accounts.

» A pre-configured integrated Access Device, provided with
your sarvice, that includes:

O Ability to add NAT {Network Address Transiation)
protection for 3 Locat Area Network or DHCP
seedices o 8 Looal Area Network

G Affordable hatiery back-up options o protedt oriticat
applications

O Professionat on-site instalfalion, maintenance and
repair at no additional charge and without annual
maintenance fees

= Reab-time control of vaice and date services va sacure
web-based control panel accass to aclivate or deactivate
features, remmotely admirdster Speed Call 30 fisls and
configure calf hunting sequences and call handling bahavior
auch as Calt Forwaed Busy and Do Not Disturd

Access Controf Panal,

&  Qur line salution inclugdes a robust package of popular tooad
cailing fastures, such as abbrevigted digling, inciuded on
avery iine - features oan be configured, enables or disabiles
remately and instantly through the Dynamic integraled
Access web-based cantrol panel. These faatures indlude:

¢ Abbreviated Digling

< Anonymous Call Rejectian
¢ Call Forward Busy

O Calt Forward Don't Answer

Call Forward Variabie

Calt Transfar

O Caller D Name & Number

2 Do Not Risturh

© Hunting {Basic and Gircular}

< Last Gall Rehun

O Loudspeaker Paging

O Remote Access to Call Forward via Web

© Spesd Calt 100

{f;nmiwéusa(cnmﬁ?mdm? KKK}XCVIYiti}zy~1.¢b(}gi_}811‘b$'§{}‘:§ '
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< 3Way Calling

¢ Cait Hold

o Consuliation Hold
o Calt Walting

& With cur frunk solution, you receive 24 CAS ar 23 PRI
runks. DID numbers are available in blocks of 20 or
individual numbers. Or, you may port your sxisling
telephone pumbers o Mol.eodlSA.

s Sarvice Leval Agreements that guarantee the refiability of
your critical data and Internet sarvices with 24{7 natwork
monitonng and support via the McleadUSA Network

Maragement Center

For more details, contact McleadUSA at 1-800-683-13177.
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Small Business

¥

Lovad Service Products and Services available for
Lang Distance Senvices {503} 232 — PRy 8 PR

intarnat % Data Services

Wirgless if your business needs rellable and affordable conununication
Hrqued Dusiness services, your business needs Mcl.eodUSA. All of our local,
information X

Erequarily Asked iong distance and Internet services are supported by our
Cagestions advanced fiber-aptic network, and friendly and professional

Customer Servics, avaiiable 24/7. We believe in treating people

belter than a company has ever {reated them before.

H
}

| Refated Links

tegrate your voice and data services over a single
T1 with Vaice Quar 1P (VolP} technodogy.

Unlimited local calling, plus fots of features.

Choose the local fealures your business needs most.

Value Praforred® Select Packags - NEW!
The rmost economical local service plan, with the
reliability and variaty of features you naed.

' ﬁdmsaxam’?iné?m@ alt dogisesstontd=0000nxYme-piSR3YE
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Visw pricing
and availability.
Search Results For
{8503} 232 in Oregon.

Your search resuits show
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- Entire Site

{
» | BSmall Business
]
Local Senvics Products and Services available for

{ong Distance Sandaes {5{}3} 3BT ~ SHLEsM

bdarriat & Dalg Sarvices

Wirsless if your husiness neseds reliable and affordable communication
Roquesd Businass sarvices, your business needs MeleodUSA, Al of our local,
ir;‘omaﬁm

tong distance ang internet services are supported by sur

{‘{}
JZ}
P
%
&‘;’;
"v’:

Fr

e &é; DS advanced fiber-optic network, and friendly and professional
Customer Sarvice, available 24/7. We belleve in treating people
better than a3 company has ever treated them before,

! Related Links e Preferred Advantage®™ Dynamic integrated Acoess View pricing
integrate your vaice and data services over a single and availability.

T1 with Voice Over IP (VO?P} tec.hnalogy

Saarch Results For

in 3
Onabine Preforred™ Pankaqe {503) 362) Omgm

The simplast oplion for quaifty fonal service,

Your search resudls show
that you &re a new
customer. Wealcomst

Unizm;teé iac:a% caiting_. plus jots of features.

Simpla Freferred® Select Package - NEW! Curnnt customers
: iupliaNiafivian
Choose the local features your business needs mast. CHE here

Yalue Preferrad® Select Package - NEW!
The most ecenomical local service plan, with the
refiakdlity and variety of features you need.

Prafered Advartage™ Long Distance Plus

Cempetmve rates with ol free service

do;isessionid=0000nxYme-pi SRAY

voleodusa.com/FindPro
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FOR IMMEDIATE RELEASE

Mcl.eodUSA Expands Voice Over Internet Protocol
{(VolIP) Integrated Access Services to 37 Markets

Preferred Advantage®™ Dynamic Tntegrated Access Now Available for Sale to
Businesy Customers Across McLeodUSA’s 25 State Footprint

CEDAR RAPIDS, lowa — February 10, 2005 — McLeodUSA Incorporated (Nasdag: MCLD},
one of the nation’s largest independent competitive telecommunications services providers,
today announced that its Preferred Advantage™ Dynamic Integrated Access is now generally
available for sale to business customers in 37 markets across the Company’s 25 Midwest,
Southwest, Northwest and Rocky Mountain state footprint, including the Denver, Dallas,
Detroit and Chicago markets, which were launched late in 2004.

“Preferred Advantage Dynamic Integrated Access combines voice and data services along
with high spred Internet on one broadband connection for business customers, eliminating the
need for separate access lines,” said Chris A. Davis, Chairman and CEO of McLeodUSA. “In
addition to fmproved business efficiency, increased productivity and fower total cost of
ownership, our dynamic integrated access customers can control the features and functionality
of their business communications, By utilizing the web-based control panel, customers can
easily add or change featores, generate reports and perform administrative tasks, real-time.
This multi-state expansion alse lays the groundwork for McLeodUSA to offer additional VoIP
based services, which we plan 1o roll oot later this year,”

Preferred Advantage Dynamic Integrated Access uses Voice-over-Internet Protocol (VoIP) on
MeLeodUSBA’s secure 1P network to offer integrated voice and data communications services,
over one single T-1 facility to each customer location. Customers receive up to 1,544 Mbps
Internet access, high quality voice service, 17 local calling features, and the convenience of an
easy~to-use web-based control panel. Multi-location customers will enjoy the benefits of
abbrevigted dialing and free site-to-site calling between all of their Dynamic Integrated Access
served locations.

“We chose the Dynamic Integrated Access from McLeodUSA to increase our communications
efficiencies. Our Internet access is faster than ever before, we have experienced no downtime
and it has allowed us to be a more efficient store,” said Keith Sanders, Owner, UPS Store.
“This product is great for companies that depend on Internet access to do their business. We
are extremely impressed by the customer service provided to us and would consider
MecLeodUSA to help us solve communications challenges in the future.”
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“Having high-quality voice and data services, and network reliability is critical to our
husiness. With confidence in McLeodUSA's ability to meet our needs, we signed up for
Dvnamic Integrated Access and have been extremely pleased with the service,” said Vincent
¥ Mattina Jr., Certified Public Accountant & Partner, Gofrank & Matting, P.C.
“McLeodUSA's commitment to quality, their responsiveness, and overall vahue proposition
really convinced us they were the smart choice. We look forward (o a long relationship with
MeLeodlUSA”

MeLeodUSA plans to expand its VolIP enabled services during 2005, The Company provides
business customers with a smooth migration path as they make the transition from traditional

telephony to VeoIP enabled solutions, allowing multi-location business customers 1o enjoy the
benefits of increased productivity, reduced operating cost, and improved control regardiess of
location size or the current technology being used.

Preferred Advantage Dvnamic Integrated Access is now available for sale to business
customers in Boise, Central IHlinois, Chicago, Cleveland/Akron, Cohumbus, Dakotas, Dayton,
Denver, Detroit, Flint/Saginaw, Grand Rapids, Green Bay, Gulf Coast (Houston),
Indianapolis, lowa, Kalamazoo, Kansas City, Lansing, Madison, Milwaukee, Minnesota, New
Mexico, North Texas (Dallas), Northern CO, Omaha, Phoenix, Portland/Vancouver, Racine,
Salt Lake City, Seattle, Southern CO, Spokane, Springfield, MO, St Louis, Tacoma, West
Texas (Austin, San Antonio), Western CO. The Company expects all of these markets 1o be
installation~ready for fall service activation over the next few months.

For general information on Dynamic Integrated Access and other MceLeodUSA Preferred
Advantage services, please contact a McLeodUSA Customer Care Representative at 1-800-
593-1177 or visit the Company’s website at www.mcleodusa.com.

About McLeodlISA

MeLeodUSA provides integrated cormunications services, including local services, in 25
Midwest, Southwest, Northwest and Rocky Mountain states. The Company is s facilities-based
telecomumunications provider with, as of September 30, 2004, 38 ATM switches, 39 voice
switches, 696 collocations, 435 DSLAMSs and 2,474 employees. As of April 16, 2002,
Forstmann Little & Co. became a 58% shareholder in the Company. Visit the Company’s Web
site at www.mcleodusa.com
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Fammunication for the Broadband Generation
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What is Packet8?

What is Packet8?

A broadband telephone and videophone service like no other

Packatf is an affordable and easy-to-use broasdhand telephone and
videophone service. Designed with both residential and business
custarners in mind, Packet’ allows anyone with breadband {high-speetf}
Internet access to use their requdar phone to make UNLIMITED calls (o
anywhare in the .5, and Canada for gs fitlle as $13.95 per manth.
PacketB subscribers with videophones can make video calls for as little as
§29.95 par month, All Packst8 subscribers get world wide UNLIMITED
calling to other Packet® subscribers at ne extra charge, Calls to non-
Packet8 international numbers {outside the U5, and Canada) are

Sigring up for Packet® is simple. Setting up and using PacketB is even
easjer,

What are the options?

Several residential and business offerings

price} depending upon the plan. Along with the eguipment, you will recelve a 10-digit activation
code. PacketB will transfer your existing number or give you a new telephons rasmber from the
arex code of your choice.

calling options. Al plans include more cool fgatures than are available from your old telephone
comnpany. (uir retaiier sellers may offer different packages, including free service months and
rebates.

How does it work?
Packel8 routes your calls over the Internet

By taking advantage of a technology called VoIP {voice aver internet protocol}, high~spred
Internst connuctions and 8x8's expentise i1 designing videosphones, Packet8 is the complete
volce and video corwmunication service. Packet§ sends all ¢alls to and from you through the
troadband phone service adapter or the videophone which then route the calls over the
Internet, instead of using the traditional public telephone network, There are no extra numbers
to gdial, no special instructions and no talking through your computer, Just pick ap your phong,
hear a dial tane and dial any phone number. Incoming calls fing your phone the same as any
traditional phone,

net/aboutindex.asp
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fntmrned

To sum it upr with Packet8 you raake and receive calls as you always have, bt we route your
calls more efficiently to save you money. Your phone call will have the same guaslity and your
calling expertence will be identicat to what you have always bad. Only your phone bill for locat
and fong distance calling will be a lot less. And there's NO EXTRA CHARGES for features like
voicamall, caller ID, call wailling, three-way calling, or long-distance calls to anywhere in the
LS., Canada or to other PackelB subscribers worldwide,

What do I need?
High-speed Internet access

To start enjoying Packel8 broadband phone service, you need:

= A brosdband Internet connection such as cable or DSL

= A home router that allows you to share your Internet connection with multiple computers or
Internet devices. {(Many home routers cost as little as $30.00 and take just minutes o set up.}
* A Packet® plan and seme hardware {either a broadband phone service adapter or g
VideoPhone.}

For more frequently asked auastions pisase click here

........... R E 2LV DR L SR A SAT SR U (AR WL 20 PR NS RS2,

reté net/about/index.asp
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PACKETS DELIVERS THE GOODS!

Packet8 uses your existing high-speed intermet connection o defiver unlimited calling from
# regular analog telephone.

Accounts include the following calling
charge

Calter 1D Blocking

CustomerFirst’™ service program

30 day no risk trial periad

Friendly and professional toll free telephone support

Ernadl support

Real-time Packet8 service annoauncements

Online knowladge base for most frequently asked questions

ExB, i, Home | Povacy | Terms & Congitions § Contest

S.netfabout/featuresasp
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Business Services

#acket8 Broadband Phone Service offers two VoIP business plans:

Yirtual Office, our most comprehensive business platform, is a8 hosted Internet FBX solution
comprised of powerfud business class features including a customizable autn-attendant, 3-
digit extension to extension dialing, 3~way conferencing, conference bridge, multiple call
handiing, business-class volcemail, hunt groups, that corne with a superior business-quality
phone with feature rich controls and uniimited calling plans to the United States and

Busingss 2000, a VoIP telephone service that includes a single direct-inbound-~diaf line, has
a basic business feature set including volcemail, 3-way calling, call forwarding, caller 1D and
call waiting.

Wirtual Offics Service Plans

Plan PSTN PacketB IP donthily Additional
Minutas™ Minutes  Service Charge  Minulss
Virtual Office Untimited  Unlimited $39.95 NIA
Metered Extension 250 tnlimited $19.95 £.039
Virtual Extension N/A Unlimited $9.95 §.03%
Business Phone Semvice Plans
Plan PSTN Packet8 IP  Monthly Service  Additionat
Minutes™® Minutes Charge Minutes™>
# Business 2000 2000 Urdimited $34.95 2.035

* Minutes and additional minutes rates apply to calls made o non-Facket8 phone numbers
in the United States, including Alaska, Hawail, and Canada. For international and other

¥ Tatk time aver the included minutes to the US. and Canada wiit be bifled at $0.0385 per
minute
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Virtual Qffice

Gat your first mosth angd activation free on Switchhoard ordews for g Hmted timet
A 538,88 value,

Hosted PBX with a Powerful Feature Set e s by € lpen!
for Small/Medium-Sized Organizations Test My Site
Applications

Sound big at any size! That's the power and appeal of Packet8 Setdf
Virtual Office, the broadband Internet-basad PBX service for RELUP
sall and mid-sized organizations with big ambitions.

Features &

Virtual Office allows Packet8 subscribers anywhere in the world
to employ a hosted PBX that permils an unfimited number of
extensions for staff located in the same building or spread far
and wide around the world. In addition to enjoying unlimited
calls anywhere in the United States and Canada for a fial
monthly fee, as well as rock bottom per-minute international
rates, Virtual Office provides smaller enterprises with
numaerous corporation~class PBX features.

FAQs

User Quide

Deme

Virtual Office
Quote Tool

Testimonials

Guote Request

Sounding gigantic while paying puny! Virtual Office gives your small organization
asographic independance and flexibility, providing you with Teature-rich telephones
that bring together dispersed staff to sound fike one office location or to appear as
satellites offices located all over the world. Virtual Office virtually eliminates large
long-distance telephone costs for intra-organization phoning.

Virtual Office service costs:

~ $£38.95 per extension, per month, phlus 3% FET.
- $99 for the equipment (special business telephone and broadband adapler),
- $39.00 for activation

~ $1.50 Reguiatory Recovery Fee
- 318,95 for shipping

ket® net/aboutivirtua
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A few of the many impressive Virtual Office features are:

Unlimited Calling - using the Internet backbone for routing telephonse
calls substantiaily reduces phone bilis

- extension~to-agxtension anywhere in the world

~ to any telephone number in the United States and Canada

- from any telephone anywhers worldwide

- to and from any ather Packet subscriber anywhere worldwide

Auto-Attendant - a powerful automated system that can replace the need
for a receptionist

~ available to callers 24-hours-a-day

- transfers calls {dial by extension, name, company directory, or workgroup}

- if call is not answered or the line is busy, automatically will send the taller to
volcemait

~ customizable

Fuil Featured Conference Bridge ~ an audio conferencing system that
provides a way to hold meetings invoiving participanis at multiple sites
- saves travel tima and expense for meetings

- uygse with Virtuat Office extensions and outside callers

~ up to 20 sites can participate

- administrator mode allows for making outbound calls and dropping parties from
the confergnce

- password protected

- automatic email confirmation of conference bridge reservation

Business~class Voicemail - a powerful tool when yvou cannot answer the
phone

~ up to B pre-recorded greeting options (full name, internal, sxternal, after-hours,
lunich, meeting, weekend, vacation}

~ password protected

- message forwarding capability

Optional Services/Features

Virtuad Numbers are secondary numbers with the same or different area codes that
ring & organization's primary number{s) and costs just $4.95 per number, pius 3%
FET, $1.50 Regulatory Recovery Fee per month with an activation fee of $8.85. In
addition to making it easier for callers to phone a number in their same area code,
aven if you or your business reside thousands of miles away. Virtual numbers can
also enhance a small organization's ability to manage incoming calls. Virtual phone
numbers are useful for frequent callers of your company, providing them with the
ability to call directly into voicemall, conference bridges and auto-attendant without
human intervention,

As an example of @ business application for a virtual phone number consider the
three colleagues of ABC Company who have Virtual Office with one extension for
each of them as well as a direct dial number for outside callers. When ABC Company
added a virtual number to their service as their "main number” & could be
configured to ring the different ABC Company extensions at different points of time,
giving tham the flexibility of not having the same individual responsible for
answering all incoming calls, all the time,

Having direct access to conferance bridges or announcement lines are other
applications for virtual numbers, ABC Company can set up conference calls using
Virtual Office and with a virtual mumber connected directly to the conference
extension. A virtual number can also be pointed at & voicemail box where
announcemeants and instructions can be heard 24/7, again all without any human
intarvention.

| number can also be used 10 route calis to ABC Company's Virtual Office
s biat thelr remilar busingss as30¢ '
ir valls can follow volce prompts &
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entering their extension numbers or their names or their departments or whatever
criteria ABC Company programs intg the auto-attendant.

receptionist or operator in call management and only costs $192.95 a month,

et vour first month and activation free on Switchboard orders for a timited Umae! A
$28.90 vahue,

Toll-fres aumbers in conjunction with our unlimited calling plans, provide your
callers the ability to phone you for no charge regardless of their location inside the
US or your focation worldwide. Packei8's toll-free service Losts a fraction of what
traditional telephone service providers charge. Our toll-free number plan offers you
a flat monthily fes that includes 100 minutes of inbound toli-free calls and an
industry low 2.5 cents a minute thergafter for inbound calls, plus 3% FET, $1.50
Regulatory Recovery Fee,

Virtual Office Metered Extension is just like our current unlimited extension for
Virtual Office differing only in price and the minutes included. The new meterad
extension includes 250 minutes of calling to the US and Canada, + 3.9 cents a
minute thereafter, any international tolls plus FET. A metered extension includes
voicamall, a DID, auto-attendant routing and switchboard viewing.

Mutered Extensions cost:

- $19.95 inciuding 250 cuthound minutes to the US and Canada and 3.8 cents after,
plus international tolts, and 3% FET

- $99 equipment + sales tax California

~ $39 activation and

~ $1.50 Reguiatory Recovery Feg

- $18.95 for shipping

Virtual Extension is an extension that can be reached from the auto-attendant, by
an sxtension call and by a3 DID. The extension is not associated with a physical
Virtual Office telephone but can be forwarded out to remate numbers for 3.9 cents
per minute to the US and Canada per minute, plus 3% FET, and any applicable
international rates. The virtual extension is great for infomation only mail boxes for
such information as addresses, driving directions, promotionat offers and product
tips. The virtual extension includes a mailbox, auto-attendant routing, Himited
switchboard viewing and a DID for direct and outbound forwarding with no phone or
adapler.

Virtual Extensions cost:

~ $9.95 plus 3.9 cenls to the US and Canada, plus international rates and 3% FET

- Actlvation is $19.85

- $1.50 Regulatory Recovery Fee

~ Ro squipment fees

~ No shipping fees

For mare information on Virtual Office go to Features & Benefits,

12 net'about/virtual offic
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About Packet® Enhanced 911 Service

Qver the past few decades, public safety agencies throughaout the country have invested
hundreds of mitlions of dollars upgrading their 911 systerns o Enhanced 811 (E8111,

£813 service delivers address-specific {versus phone number-onily} call~back information o
pokiic service answering points {PSAPs) whepever somenne makes an ermergency oafl, This
enables emergency parsonnel to be dispatched to the scene even i the oaline is unable to
speak or if the call is suddenly disconnected.

In June 2004, Packst8 bacama the first major oroadbang Internet teiephone service provider
to offer £811 service {g consumers, Packei®'s EQL1 service, develaped in parthership with
Leveil Communications, automatically rautes emergency calls, alang with computer-based
“seraen pops” of caller information, to dispateh operators at locai PSARs,

Since Packatd B9l calls are routed as emergency waflic, callers should expect 1o receive tha
sarne response from emergency persannel that they would receive from traditional 911 service,
subject to the capabilities of the local PSAR. Packet8's E911 sarvice sliminates the nead for
operators to ask PacketB cailers their location, which could be vital in cases wheare the caller
may hot be able to verbally communicate.

The FCC Mandales

Oa June 3rd, the Federal Communications Commidssion {FCC) mandatad that all Internet phoae
service providers interconnected to the public switched telephone network offer E91t as a
staadargd element of their residential and business offerings, Currently, fackat? £911 supportis
an optional service for which subscribers registar and pay nominal fees; however, we are it the
process of provisianing this service Lo alt customers.

The FCC has also requirad Internet phone service providers to inform subscribers that, under
certain circumstances, when 911 is dialed from 2 phone connected o an Internal phone
service, £911 service may not be avaiiable, or the £911 service may be In some way be Hmited
by comparison 1o traditional E911 service, These circumstances include:

® When the focation of your Packetd device is at & physical address other tharn the one
you listed whern you activated your accaunt.

% When a subscriber’s broadband phone device falls or is not configured properdy.

s When there is an electrical power outage, service oulage or suspension/disconnection
of PacketB service due to hilling or other issuss,

» Whern there is a delay in the provision of Packet8 service {“dial tone™} at the physical
address provided at the time of account activation,

& ‘When a change of agdress has been reparted, bul not yet been updsted op the Packet8
account,

® When the local PSAP receiving Packetd ER11 amergency service calls does not bave a
sysiens configured for E311 services that enables the operator to capture and/or retain
autormatic number or location infarmation.

& When due to technical Bactors in netwaork design and/or in the event of network
congastion on the Packat network, a Packetd £911 call may produce a busy signal or
experience unaxpected answering wait dmes andfor take longer 1o answer than %1t
calls places via traditional telephons networks.

Packet® 15 committed to mesting the demands of gur sulbiscribers for 89
requirersenty With the same diligency and serfousness 8
£hin rportant tslerommunications issus,
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"Fast and friendly service
iz why I choose UNICOM.®

UNICOM VolP (Voice over Internet Protocol)

The technuology of transmiting voice fraffic over a data network using the Intemet, corporate intranst or managsd
network is fast avolving into a realistic and enonomical oplion for smalt o medium-sized businesses, with fewer hardware
reguirements and more efficient bandwidih usage. Contact a UNICOM represantative i find oot how Vol can help your

business grow.

YWhat Are the Benefits Over Traditional
Phone Networks?

% Lower Gost. Reducing long disiance
infephore costs is a8 good reason for
implemanting VolP. Today flat rate lang
distance pricing is avallable with the intemest
and can result in savings for both voice and
facsimila, And volce and data users share
the equipment and operations costs.

* improve Network Efficiency, VaoiP allows
excess bandwidih on one natwork 1o be
waed by ancther, crealing economies of
scate for vaice when data taffic is growing
axponantially,

% SBimplification. A single, integrated
infrastructure that supports both voice and
dada communication reduces both hardware
and maintenance requiraments,

% Ono Transparent Network. Employeas in
every location are connectid as though they
are all in the same buliding. And all ghones
share the enhanced features of a single
system.

% Portability and Advanced Applications.
YVolP phones work on any broadband
connection and recafve calls using the same
phone number, so employess can be
roached at their work number whether they
are in the office, at home, on the road, or
visiting a remote site. Vol phone features
can be combined with data applications,
snabling volce and emall divectory
integration.
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Small Business Basgic Plan

The Plam:
Yonage's Sroafl Business Basic Plan provides your company with the
folicwing for the low prios of 336.98 8 montiy

#» 1600 anylime minutes 3 month 1o anywhere in the US {including
Fuerto Rice) & Canada

# Onily 3.8 cents for each additions! minute

& Mo annuasl conlracts

s oy Monay Back Guarantes

Added Benefits

& Switch to Vonags and heap your phons musmnber

%

countrias ot a Spave Line for $13.488

You can gat 800 anvtime minutes o use
anywhere in the US {including Fuerto Rico)
and Canada for only $12.8% par month. Each

¢ Teloommute? Travel a iot? Vonage's phone adapter is small and
fully portable, and ¢an be used anywhaere there’s 2 broadband
internet conmection

e Roal time billing information anytime through your online web accournt acdiional minute is 3.9 cents.
s Cuick scomss to local emergency services with Vanage's 311 Dialing Note: This plan is for additional business
feabire : fines ONLY.
Requirements

Savings Calculator
®  You must have a broadbang Ethernet Internet connedtion
The grestest benetd of Yorege i
simpde . By RSy mOny, wie ash
sravide e sane o betier el

#» You nsed o US shipping addrass {(no PO toxas) and a US
grediffdabi card

Ones you sign up, we will ship your startup package within § business phong sarvice &g vive surant

days, To slart saving, simply conrest your telephone 1o your high-speed telephong company,

Intemst connecion using the Vonage phone adapier. Pick up tha phone, ;

ardd use # just ke you do today! Sy gnawaring 8 fow sinpls pamstions we 0an

aatimade the @
2 Yonsos 5

LR ST IBONEY Vi 08T IRve ST
Q.

Take the Tour Hoeou aont haves youe phione R o oheok-nook
hatigdy, MAKE »our et gusss,

mvprodocts basie sh,




Emaill Business Unlimitsd Plan

The Plan:

Vonage ~ The Broadband Phone Company

R0

Vonage's Small Businass Unlimited Plan glvas vour company averything
you nred 1o maximize your savings and productivity for $48.83 a month,
including:

Urniimited calls anywhere in the US {including Pusdo Rice} & Canada
Frog dedicaing foxiine

i vou sign up diraclly from Vonage

Compsatitive intemationst rales

No armuat contracts

30-day Money Back Guanantee

Added Benefils

®

countries

Telecammute? Traved & iof? Vonage's phone adapiar is small and
fully portable, and can be used anywhere there’s a broadband
taterant connestion

{ick accass o local emergancy servives with Vonage's 811 Disding
feature

Reguirements

You need a US shipping address {no PO boxes) and a US
croditfdebit card

Ones you sign up, we will ship your startup gackage within 5 business
days. To stant saving, simply connect your talephone fo your high-spesd
intemet connection using the Vonage phons adapter. Pick up the phone,
ard use H just ke you do today!

onageconyproducts premiun st

Qwest/18
Brigham/3

53 emall this page Cusicmar Lagin
1 vookmark this page | {Usernan'zg: Passwand:
¥ forgot passwaond? § §

Gt a Spare Line for $12.8%

You can gt 500 anylime minules {0 use
anywhere in the US {including Puerds Rico)
and Canada for only $12.98 per month. Each
additional minute 1s 3.8 cents.

Nota: This plan ix B additionat husiness
finms ONLY.

Savings Calcudator

The gregiest banatl of Yonege i
Al For less mony, we o
provide the same o heifer el
nhiong eareine &% Y currend
ISERPOnE OOTESNY.
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Cool Sptivns
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@

# Virtuad Phone Mumbse

Virtual phons nurabers are sscondary rumbaees rom any available ares code for your

priroary Yonage line.

Give your kaptop #ts owr phone number and gt 808 o
nchaded.

Have your own tol free number for only $4.98 per month. 100 incoming minutes
includad,

ax Service
Customers can get a dedicated fax fing for only $8.98 par month.
Business customes {;a,t 8 FREE fax line with sach business account.

oall, )ou get access i any Hatings in the US, Canada and Puerto

ge The Broadband Phone Company
fravene sl o pronddes YOI e @, Incie

Fesarved

o, AR 9%’;'}

com/features.php?h

cat and long distance minutes

Stay o vontral at so extra chaga.
Trarsier oulls syeders nthe
VB andd Canada.

Great Bonefits
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Vonags Ploneers £811 Voif* Roliout-
Soma Cities are Live Today arad More Will
Launch Latsr This Year! ‘

. + 911 Dialing Requires Activation
Vonage Provides 911 o ’ ,
Bevauas Your Safely is imporant @ 911 Disting I» Fras and Available
Throughout the 50 US States
At Vonage, we want you 1o have a safe and reliable means
of compmunication in tnes of emergsony. Because your
safely s important fo us, Yonage's 811 Dialing featurs
musi Be activated. To activate 811 Dialing, you't jus! have
to i}t out a short form during the sign up process that tells «  Learn More About Vonage 911 Dialing
o3 your streat addrass. i vou arms an existing customer,
you can activate 911 Disling from the features section in

811 Dialing and Vonage Service Do Mot
Function During & Power ar Broadhand
Cutage

With Vonage's 811 Disling featire, we use the address
yuus provide to determine the nearest emergency response
canter and then send your 811 calls i a general nuvber
at that center. When the canter receives your call, the
aperator will not have your address and may not have your
phone numbser on hand, s you must provide that
information in order to get help. Some lucal smergency
response centers may nol have ive operators 24 howrs a
day. { Vonage learns that this is the cuse, we will send
your caif o a national emergency caliing center instead
and a trained agent wilf contact an emergency center nea
you to dispaich halp.

Alzo note that i you move your devics 1o a different
focation you must update your 811 Dialing information with
vour new address, i you add a fine to your account you
S i will nesd to sctivale 811 Disling and register sach new
IR IR - location, for that line as well. You will not be able to reach
your local ermargency response center untit we confirm
that yowr location has besn mgistared or updated. You will
receive 2 confirmation amall once 911 Tialing has been
activated for your initial location or for a newly registered
tocation.

£2114 Comning Soon

Yunage has already begun our nationwide rollout of
already benpdit from. E911 service gives us the capabliity
to deliver your location and caliback number automaticaily
1o joost 813 emergency sarvices parsonnel. This feature
will improve the effectiveness anid reliability of our 911
{hading service by providing additional information
automatically 1o betiar route your call,

I the upnving months, we wiltl roll oul £811 1o many
move states and communities. if you are 8 cusiomer, we
will notify you when we are able to offer E911 in your area.

Traveding with 8114

Unilika traditional phone Hines, you can use Yonage
anywhere, Vonage sendce is portable to any losation with
broadhend intemet acness. Vonage uses the address you
provide to determine e noarest emergency rmeponss
seter st e sands vour call 1 2 general munber gt
that cerdor. When vrs o draveh with vour phons

conyfestures. ph
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Pleasa note that it can {ake up 1o soveral hours before
your new seitings ke effect.
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911 Dialing and Vonage service do nod funclion during an
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Taerms of Sarvice

PLEASE READ THE RMPORTANT INFORMATION BELOW

YOMNAGE TERMS OF BERVICE S

These Terms of Sarvice constitite the agreament {"Agreenent”} belwean Vonage America inc. {"we” "us" or
“onage't and the user Pyou” “user” or "Customer™ of Vonage's residential and small business communications
servicas and any mlated products or services {"Service™). This Agreemant govems both the Service and any
devices, such as an iP phone, Mullimedia Tenninal Adaptar, Analog Telephone Adapler or any cther IP connection
devica {"Device” of "Equipment”}, used in conjunction with the Service. if you purchased Equipment from a retall
stora, dasler or siher provider other than Vonage, you are a2 “Retall Customer” for purposes of this Agreement,

BY ACTIVATING DR USING THE SERVICE, YOU REPRESENT THAT YOU ARE OF LEGAL AGE TO ENTER
INTO THIS AGREEMENT AND THAT YOU HAVE READ AND UNDERSTAND FULLY THE TERMS AND
CONDITIONS OF THIS AGREEMENT.

1. EMERGERCY SERVICES - 911 DIALING

1.4 Non-Availability of Traditional 911 or E311 Bialing Servies. The Service does not support tragditional 911 or
EG11 ancess 1o smergency servicas in alf ocations. Where we do not offer raditionat 813 or EB 11 access, we offar
a feature known as "811 Digling” which is z limited emergency calling service available anly on Vonage-cestifing

Mumbars, Qur 811 Ualing festure is not automatic; you musl sepanaisly take affirmative steps, as dascribed in thix
Agresment and on our website, 10 register the address where you will uae the Services i order to aclivate the 211
{Haling foature. You mus! do this for each Vonags phane sumber that you obiain. The 811 Digling feature of the
SBarvice is different in & number of imporiant ways from traditionzd 811 or E811 service a5 deacribad on our wabaite
page for 311 Dialing under "Fastures,” and below. You shall inform any housahold residents, guests and other third
parsons who may be present at the physical location where you ulilize the Sarvice of (i) the non-avaiiability of
raditionat 911 or £811, and {{) e important differences in and iimilalions of the Vonage 911 Dialing feature a5
comparsd with raditional 811 or E811 dialing. The documentation that accompardes aach Device that you purchase
ghauld inglude a stickar concerning the potential non-avaiiability of traditicnal 911 or E811 dialing {tha 811 Sticker"}.
# i your responsibiiity, in accordance with the instructions that accompany each Device, e place the 811 Sticker on
aach Device that you use with the Service. if vou did nol receive a 811 Sticker with your Device, of vou require
additionad 311 Stickers, pleass cantact cur customer care degartment at 1-VONAGE-HELP.
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Type in your guestion here: search in: Select a Category

Cramwms L AGENTS [ ZUNTOMBICSRE ¢ ARQUYNS

XOptions® Flex

Home
Products and Programs Crvorview Contact X0
irtegrated Service Sales
, XOptions® Flex is the nexi-genseation integrated services solution Catf ini-free 1 585,957 0536
XCptions® Flex for businesses from e market leader in bundisd senices. XO® ’ ’
Standard Faatures simpdifies the purchase and maintenancs of iocad, long distance,
Optional Faatures intemet, and Web hosting services inoas afficient and Hlaxible
) sojution. Designed to satisfy custorners with a wide range of business Suppon
Wels Basics needs and offica locations, XOptions Flex gives you:
Aupport Sendey
Simplicily:

8 23 standard volce features for each phone ling, including
YOIGE messaging

2 Expanded basic phone functionaity to make services simple
1o daploy and use

= Compatible with existing analog phones ar Key systems - no

txohing fxr a gorednct?
Tru b Bed Frodurt Idey

new aguipment o purchase What's Hot
Flexibility: s Telaphony Onling
wriicle {13105
- B Kitions® Flex

® Advanced iP-based voice and daia services leveraged by the Brochure (POF}

award~w;mmg nationat XQ IP

% Ay - a-sc:udim* a privais voine
nemark tmﬁ qzm;,ipfzes dial plans amunyg mulliple offices - can
b added 4 ia cante.

Value:

3 focat and domaestic long distance inhound &
crthound rafing” to reduce sxpenses angd expand
productivity,

= Waéyh&aad Administrative Partal i self-administer functionad

Dasigned for toth growing businesses and thoss with ¢riticad Intermat,
d:ata and weine ampi:aat&sns XOptions Flex delivers it alf on g single
uill - from one vendor with one invoics for one fiat rate” %();}t ons Flex
Lmse?es our national jonal nateork ~ something the RBOCs cant offer
- s aff voive calls travel securely over a dadicated 1P connection
rathar than the public infemet.

Featurss

com/products/smaligrowing/mtegrated/flex/index. hitml




XOptions® Flex

= Canch XOplions® Flex base package includes

# Five phone lnes with unlimiled local catiing®
Uniimiled Long distancs outboursd caliing”
One Toll Frea number with undinited ishound calling”
High-spead internst access wp to 1.544 dbps
Vaoioe Messaging with a variaty of maiibox oplicns and
features

fa cartes

& Additional phone fings - up to 24 Hines can he
provisianed par XOplions Flex dundle,

£

at DA gircult W incrsase dynamic bandwinth
ugr to 3 Mhps
Ayt AR ]

&

e Larger Welb Huosting plens

& Additional Toll Free numbers
s Conlerencing sesrvices

* Fiat rates vary by lonation. 100,000 minute cap on volce usage for a
singie focation. Overage charges apply.

Pricing and Svallabiiity

your X0 Salas Repressnialive today at 1.866. $63.8896 1o help you
determing which package of services is best for you, or to put
twasther a8 proposal based on the services, fagtures, and length of
sordract your business neads.

Bee Also

5 2000-05 XO. Alf rights resarved.

m/products/smallgrowing/integrated/flex/index himl
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XOptions® Flex

Home
Frochants zod Programs
integratet Service

AGptions® Flex
Standard Faptures

Optional Foatures
Wab Basics
Suppart Canter

Loukiag for » praviucsy
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XOptions® Flex

Opticnal features are available 3 la carte;

Cpiional Feature

Local Phons Ling

High Speed Oplion

Voine VPN {privade wolon network)

Auto Attendant

egrated/flex/optionalfeatures. il

Furction / Benefit

Additional local phone lines provisionad with tha standard featurs se
available for customers thal require more than the & lines included ir
base package. Up 10 24 Bines can be provisiuned per 1P integrated
Agcess bundle,

An agditional DIA circuit {T1) can be ordered to increase maxinmum
dynamic bandwidth from 1.5 Mb to 3.0 Mh.

Engbles multi-ocation anterprises to configurs their private dial plan
an-net call routing with Increased security andd performance. XO wil
the dial plans and this will be determined al initial ordering of service
8% subsaquent locations are added. Users within an enterprise can ¢
gach other by digling the appropriale lecation code and extension.
Auto Altendant provides endarprises with a powerid and fexible toal
fiald inbound calls and deliver them 10 the inlsndad destinalion thray
ndanactions with the caller,

The Auto Attendant is reachad by digling an associatad phone numt
an axtension. Once connacted to the Aulo Attendant, the caller s pl
a graeting that provides 8 mernu of options 1o carmplete call routing.

The menu shouid provide the following options:

One-Kay Dialing ~ The caller prasses 8 pro-defined DTMF key inre
3 particular phone number or extension within the graup.

Operator Dialing - The caller prasses g pre-defined DTMF {push in
or Tounhione dialing} key 1¢ reach an operator.

Name Dialing - The cafler speils the nams of the intended parly ush
the numerical DTME keypad, Upon identifying a unigue malch, the ¢
is played the name of the called party and s then transferred.

Extension Dialing - The caller enters the extension of the intended
through the numerical DTMF keypad. Upon coliacting the full extens
the callar is played the name of the called party and is then transferr

inunediate Extension Dialing - The First-Level Extansion Digling o
allows the administralor (0 enable or disable immediate extensior o
for 8 given auio attendart. When the faature is enabled, e caller 1o
auto attendant can dial the desired extension fght away on the first
of the audo attendant withoul having © first navigale 1o the senond-k
of the A& mernu.

Disl by First Name - may sliow name disting from a comisined
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FirstMame-LastName in addition o the current LastMName-FirstNams

Holiday Sgheduls - may define a holiday schedule that can ba
associated with an auto sttendant. More than ona holiday schedule
maybe created.

Enhanced Business Howr Support - defins Birae schedules for a @
Multiple time schadudes oan be craated. Time schedules can be hus
hours, calt center hours, after business hours, and 50 on. Time
schedules created by the group am visible o Groups and users.
Bagic 2ol Center Provides support for basic call centers, allowing busionss agents to

seive inceming calls from a central phone numbae, Using this sery
businass can establish {achnical assisiance fings, customer support
numbers, or order-taking centers. Incoming calle fu = call center are
presented 1o the next available agent.

Basic Call Centar sanvice hullds on the basic Hust Group service 1o
provide a complete, business-ready application. Henos, call centars
inherit alf of the characteriatics of the Hunt Group service and are ak
pravided with sophisticated call-handling features like queuing, musi
hotd, and s0 on,

Web Hosting Packages Customers requiring a more robust hasting package than Web Basic
can order X0 hosting packages, as raquired, o support their husine
Additional Toll-Free Mumbers Customers are entiled to one Toll-Frae number par jocatinn with

assosiated usage fres of charge as part of the XOptions Flex offer,
Additional numbers bifled at standarg sates can be ordersd as wail,

Bea Also

A0ntored Flex Support Centsr

£ 2000-08 XO, A dghts resarvad.
X0, the X102 design fogo, Soncentric, Alegisnce,

ard 2 refatett marks srg tadamarks of XO Communications, ing.
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XO Communications Launches Business
Hae VolP Services Bundie Nationwide

News

Contact X0

Press Releasss
Mediakit S80S Corporate Headguarters

Factshest 1. 703,887 2008

Events MNow Avatiable in 45 Major Markets, Including More Than 00w
1800 Citiss Nationwide; Conbines Unlimited Local and

Lony Distance Calling with Dynamic Bandwidih Allocation

Advertising Campaign for a Flat Bondhly Rate

Media Coverage

RESTON, VA -~ XO Comnunications, inc. {(OTCRB: XOCM.OB) today
announced the nationwide rofiout of XOplions® Fley, s industry-
leading Volce over intemst Protocol (VolP) sarvicss bundie for
kusineases. XOptions Flex is now availabide in 45 major metrapolitan
marksts, which ingludes maore than 1,000 cities nationwide,

XOptions Flex is an infegrated VolP services solution that gives
bsiness customers enbanced features, functionality and valus &
thair voice and internet services, alf in one simple package, ftis the
industry's firs! VoIP services hundle for businssses that combines
undimnitad local and kang distance calling, dedicated intemst sccess
and wel hosting services for a flat monthly price.

*XOptions Flex offers businesses across e country the most
comprehensive and flexible VoilP services bundie,” said Craig Collins,
vice president of product management at XO Communications, "VolP
is iy revolutionizing the telecommunications industry, and X0Options
Flex loveranes the power of the internet to provide a high quality and
reliable communications sohaion that integralss vokce and data over
# single broadband connecion with momw valuable features for smah
and medium-sized husineasas thal save them time and money.”

The service feveragas the latest in VoiP technokegy o provide
customars with next generation cormrmunications capabifiies, such as
unlimited voice calling, dynamic bandwidih aliocation, voice virtual
private networking (VPN), and g sinple Administrative Web Portal.
With a broadband connection on tha X0 1P nebvork, & utilizes XO's
award-winning national P natwork and softswitch technology to carry
cusinmers’ voice calls more efficlently and cost-affectively than
traditiona! ssrvicas that rely on the public switched keleghone
network. In addition, businasses can take full advantage of all of
Hese IP-onabled capabiiities and features without having fo replace
thair existing analog phone systerns.

"Businasses are ready {0 adopt VoIl and taka advaniage of its ability
to more cost-affeciively improve communications with customerns and
among employaes.” sald William Stofaga, Researsh Manager with

100 s Vnlca over Intemat Protocot (VolP) Services Program. “The
providera that will differentiate themselves are those that sifer more
fealures with the flexibilily fo deliver true business benefita, XOplions
Flex provides that flexibility with a simple, integrated VoiP solution
that can expand as husinessas’ volce and data neads grow.”

“We are very pleased with the features, performance and vialue of
XOptions Flex,” said Wendl Wasthreok, office managecof Alpha
Rinsciencas, 8 Balimore-based business spacielizing i the
smtastion of sultune madia for the bislogical scivanss indusitss.
“Tha quality sf o e calis ivexesteni and w
and fong distance calling, dvnsmic bandwidth allag

soynewsiA7 iml




frae number at no additions! charge, we are gelting moss capabifities Qwest/19
and value for aur telecommunications budgsl. As 2 business that Brig ham/10

expacts 1o grow substantially over tha next two years, XOptions Flex
has the flexibility o geow with us 85 our business needs expand.”

Fratures XOptions Flax includas more than twenty standard voice
festures for each phons line including call forward, three-way calling,
and voice mall. Key fsatures of the service includs:

+» Cagdicated internat Accass up 16 3 Mhps

+ Dynamic bandwidth affocalion

« Unfimited locad caling

« Unlimited inbound and outbound domestic long distence calling

~ An pasy-to-use Administrative Weab Porial for making real-fime
changes fo sarvices

« Wab Basic Hosting Package

» Additionat vaice Bnes, hosting and other applicalions can also be
addded on an a la carte basis.

XOptions Flex is now available in osjor metropoiitan areas across
the United States, including Akron, Allantown, Atlania, Austin,
Sattimora, Boston, Chicago, Cleveland, Columbis, Dallas, Denver,
Datrolt, Fort Laudendale, Fort Worth, Harrisburg, Houston, Jarsey
City, Las Vegas, Los Angelus, Miami, Memphis, Nashilie, New York,
Newark, Gakland, Orange County, CA, (riario, Philadelphia,
Phoenix, Portland, Sacramento, 81 Louds, St Pelersburg, Salt Lake
City, San Qliegoe, San Francisco, San Jose, Soranton, Seattle,
Spokane, Tampa, Treaion, Washinglon, DC, Wast Paim Beach, and
Wiimington, DE,

To support the national rotlout of XDplions Flex, X0 plans g nationat
prnt advarlising campaign that will highlight how husinessas will
benafit from the senvice.

For muare information about XOptions Flex visit www xo.comiflex ar
contact an X2 sales representative by calling {856) 963-8686.

Abhout X0 Communications XC Comununications is a leading
provider of national and local elecommunications services to
businasses, large enterprses and felecommunicalions companies.
X0 offers a complete portioio of services, including focal and fong
distance woice, dedicated inlemet acoess, privale networking, data
transport, and Web hosting services as well as bundiesd voice and
internet sofutions, X0 provides these services over an advanced,
national faciities-based P netwark and serves mors than 70
mnstropoitan markets acrass the United States. For more information,
sl wanw, X0.00nt,

FOR MORE INFORMATION CONTACT:

Chad Couser / X0 Communications
T03-547-2746
chad.couser@ing.com

2 20G-08 KO, &t rights regerved. Tarifis | §
X3, the XO design logn, Concentric, Allsgisnce, :

2 i Lagal of
g aff esfaind merks are trsdermarks of X0 Communications, Inc

e xo.cominews 227 html




X0

Qwest/19
Brigham/11

Type in your guestion here: o search in: Selest a Category

PRopNTS ) cARNERS | SUSRYS | CUSTOMERUSSE - ABOUY X

X0 Communications Signs 1,000th VoiP
Home Services Bundle Customer

News

Contact 2O

Presys Redpsses

tMeadiakit August 01, 2005 Corporate Headguarters
1.703.547 2008

Facishoet . -

Evanis Major Milestone Highlights Demand for Simple, Flaxible Yoif Contati g pning
. Suhutions by Small and Bedium-Sized Busingsyey

Madia Coverage

Advertising Campaign

RESTON, ¥A - X0 Conmwnications, Ing, (OTCBB: XOCM.OB) today
announced that it has rmore than 1,000 customers of XOptions Flex, its
indusiry-igading voice over intemel Protonot {VolP) serdces bungie for
businasses, in just three months afler launching the sarvice
nationwide, XO signed its 1,000t XOptions Fisx CURIOMET,
demansirating the strong demand by small and medium-sized
hosinesses for VolP salitions thet are simple, Bedide and cost-
affective,

Tha 1,000th XOpdlons Flax customsr is CusSix Intermationat

{wwvw. coastixinboom), @ wholesals distributor of bithard supplies, which
in deploying the sondce at iis Denver-aren headquanters. “With the
banelits of unlimited calling and dynamic bandwidih sdfocation,
XOptions Flex gives us greatar flexibility 1o meat increassd voice and
data usage, poviting us with a grealer overall value for our
lecommunications budget,” said Eric Weber, vice prasident of
CueStix internastional,

“Customear accaptance s the best measure of success, and the
demand we have seen damonsirates that XOptions Fisx affers
businasses the most comprehensive and Hexible VolP services hundle
available loday,” said Cralg Colling, vics presidant of produdt
managemant and marketing communications at X3 Communications,
“Wa are axtrerasdy plaased i have reachud this milestone, and wa
expact s trend 1o continue and emand as wa plan additions!
enhancaments for XOptions Flex.”

in addition o Cuelx Intemational, other XOptions Flex customers
include:

« Mumanacale fssvw humanscale.com), a izading designer angd
marfacturers of ergonomic products for the workplace based in New
Yaork City, has de{}iaysﬁ the service at thrae focations.,

« Keenan Aule Bady {sww keenanautobody.com), 3 Philadelshia-
basad auic collision repailr services company with oifices across the
Detaware Valley, has deployed the service ot seven locations.

« Neightorhood Assistance uorporatéoa of America (Wwew DACELCON),
@ non-profit scsmmumty ?cwrm v and housing services organization,
will deploy the sendce at 15 Incations.

+ Rack N RBoad Truck & V.amc de Quifiters fwvww. cacknroad . com), the
larges! vehinie out?zttar i the 118, for over 18 years specializing in car
ranks, hitches, truck racks, suck accessories and equipment
instaliations, bas dr*pk;yeé the sarvice al 10 ncations.

« Soencer Winston Securities (wyaw spencerwinston.comy, a fuli-
service discount brokenage firn, has deploved the seodce at two
lonations.,
= Woid Srchétechs and Enginesrs {www.saldag.nom), 8 national
arrhiterdurs and angineering Tirn basad in JL Pagl, Minnasota with

offices in Elgin, fincis and Troy, Michigen, has daployed the savics at
three focations.

hitpe szxaw xocominews/23% il
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X{pstians Flax is an idagrated VolP services solulion et provides
business cuskumers enhanced fealuras, functionally and valug for
voiog and Interoet sarvices, alt in one simple package. itis the
induslry’s first VoIP services bundie for businesses that combines
urdimited local and long distancs calling, dedicated internat access
and web hosting senvices for a flat monthly price,

The X0 sarvice leveragas the lalest in VoiP tachnology to provide
customers with next generation corenunications capabiiities, sush as
unfireited voice calling, dynamic bandwidth atfonation, voics virbsal
private networking (VPN and & simple Adminisirative Web Portat as
well as anhanced B11 service. With a broadband connection on tha
XO 1P network, XQptions Flex gilizes the XO award-winning national
P network and softswitch technoiogy ko carry customers’ voice calls
more effickently and cost-effectively than fraditional services that roly
on the pubdic switchad telephone network. In addition, businesses can
take full advantage of all of these {P-enabled capshiliies and features
without having 1o replace thelr existing analog phone systerns,

XOptions Flex Featuras

XOptions Flex inchudes more than twenly standard voice fealures for
sach phons line including call forward, three-way oadling, and voicse
mal. Key features of the service include:

» Dadicated Inlameat Access up to 2 Mbps

» Dynamic handwidth alincation

« Uniimilsg locat calling

« Lirdimiéind inbound and cutbound domasitic long distance calling

« An sasy-lo-use Administrative Wab Portal for making real-tira
changas to sarvices

= Webh Basie Hosling Package

= Addifional volce lines, hasting and other applications can aisc he
adged oa an a 18 cade basis.

XOptions Flex is avallabls in major melropotitan areas across the
Urited States, including Akron, Alfentown, Atlania, Austin, Baltimore,
Boston, Thicage, Claveland, Columbus, Dallas, Denver, Dwtrolt, Fort
Lagderdale, Fort Worth, Harrisburg, Houston, Jersey City, Las Vegas,
Los Angeies, Miami, Memphis, Nashvitte, Naw York, Newark,
Oakland, Orange County, CA, (rrlando, Philadelphia, Phoenix,
Portland, Sacramento, St Louds, St Petersburg, Salt Lake City, San
Antunic, San Dlego, Sas Francisco, San Josa, Scranton, Saattie,
Spokane, Tamps, Trenton, Washington, DO, West Paim Beach, and
Wilmington, DE.

For more information about XOptons Flax visd wwee xo.comiflex or
comact an XO sales reprasentative by caling {864) 983-G548.

About X0 Communications

XO Communications is 8 leading provider of national angd local
telacommunications services 10 businosses, large snterprises and
felacommunications companies. X0 offers a complels portfolio of
senices, nchuding local and long distance voice, dedicated inlemet
access, private networking, data ransport, and Wab hosting services
as well a5 bundied voice and Internet solutions. XO provides these
survicas over an advancad, nationat factiiies-based 1P nehwork and
serves e than 70 metrapolitan marksts acroses the Unitedt States,
For more information, visih www xo.com,

FOR MORE INFORMATION CONTACT:
CHAD COUSER / XO COMMUNICATIONS

703-547-2746
CHAD . COUSERGXG.COM
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CONNECT S o i
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HENE S oA L it R b be between your cable/DSL modem and your TA.
" This will ensure any special cabling you received

FOR SINGLE COMPUTER CONNECTED 7 from your Intemet Service Provider is between
DIRECTLY TO CABLE/DSL MODEM © ' yourmodemandyourTA. S

HOTE The connection between the cable/DSL modem
and the cable/DSL jack should remain unchanged.

o
3
)
o

Cable/DSL Cable/DSL Telephone Adapter p p
Jack Modem

ETHERNET 12¥=lA  PSTN WAN  ETHERNET

(USE EXISTING CABLE) (USE NEW CABLE)

A Set up your cabling as shown in the diagram above.
B Make sure the PSTN/VolP switch on the back of the TA is set to “VolP.”
C Proceed to Step 4, page 10.
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TELECOMMUNICATIONS REVISIONS
2005 GENERAL SESSION
STATE OF UTAH

Sponsor: Curtis S. Bramble

LONG TITLE
General Description:

This bill amends and repeals portions of Title 54, Public Utilities, relevant to pricing
and competition by telecommunications corporations.
Highlighted Provisions:

This bill:

» defines terms;

» exempts certain activities of telecommunications corporations from compliance
with rate schedules;

» exempts certain activities of telecommunications corporations from prohibitions on
rate or service preferences;

» expands pricing flexibility for certain telecommunications corporations and
services;

» addresses the methods of filing price lists;

» eliminates the requirement that a telecommunications corporation petition the
Public Service Commission for pricing flexibility;

» requires an incumbent telephone corporation to provide basic residential service
throughout its service area;

» requires an incumbent telephone corporation to maintain basic residential service
rates at July 1, 2004 levels, except under certain circumstances;

» allows the Public Service Commission to review basic residential service by an
incumbent and others;

» allows the Public Service Commission to exempt an incumbent telephone

corporation from basic residential service provisions if comparable services exist at
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comparable prices;

» provides for certain disclosures of competitive contracts;

» allows small incumbent telephone corporations to petition the Public Service
Commission for regulation by price, rather than traditional rate of return regulation;

» allows the Public Service Commission to exempt small incumbent telephone
corporations from certain pricing provisions under certain circumstances;

» allows the Public Service Commission to adjust rates for telephone corporations not
subject to price regulation; and

» makes technical changes.
Monies Appropriated in this Bill:

None
Other Special Clauses:

None
Utah Code Sections Affected:
AMENDS:

54-3-7, Utah Code Annotated 1953

54-3-8, as last amended by Chapter 265, Laws of Utah 1998

54-8b-2, as last amended by Chapter 320, Laws of Utah 2002

54-8b-2.3, as last amended by Chapter 291, Laws of Utah 2000

54-8b-3.3, as last amended by Chapter 291, Laws of Utah 2000

54-8b-4.5, as enacted by Chapter 88, Laws of Utah 1997
REPEALS:

54-8b-2.4, as last amended by Chapter 291, Laws of Utah 2000

54-8b-2.5, as last amended by Chapter 279, Laws of Utah 2004

Be it enacted by the Legislature of the state of Utah:
Section 1. Section 54-3-7 is amended to read:

54-3-7. Charges not to vary from schedules -- Refunds and rebates forbidden --
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Exceptions.

Except as provided in this chapter [otherwiseprovided] or Chapter 8b, Public

Telecommunications L.aw, no public utility shall charge, demand, collect or receive a greater or

less or different compensation for any product or commodity furnished or to be furnished, or for
any service rendered or to be rendered, than the rates, tolls, rentals and charges applicable to such
products or commodity or service as specified in its schedules on file and in effect at the time;
nor shall any such public utility refund or remit, directly or indirectly, in any manner or by any
device, any portion of the rates, tolls, rentals and charges so specified; nor extend to any person
any form of contract or agreement, or any rule or regulation, or any facility or privilege except
such as are regularly and uniformly extended to all corporations and persons; provided, that the
commission may, by rule or order, establish such exceptions from the operation of this
prohibition as it may consider just and reasonable as to any public utility.

Section 2. Section 54-3-8 is amended to read:

54-3-8. Preferences forbidden -- Power of commission to determine facts.

(1) [No] Except as provided in Chapter 8b, Public Telecommunications Law, a public
utility [shall;] may not:

(a) as to rates, charges, service, facilities or in any other respect, make or grant any
preference or advantage to any person, or subject any person to any prejudice or disadvantage[:
Nopubltcutitity shatt|; and

(b) establish or maintain any unreasonable difference as to rates, charges, service or
facilities, or in any other respect, either as between localities or as between classes of service.

(2) The commission shall have power to determine any question of fact arising under this
section.

Section 3. Section 54-8b-2 is amended to read:

54-8b-2. Definitions.

As used in this chapter:

(1) (a) "Aggregator" means any person or entity that:

(i) is not a telecommunications corporation;
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(i1) 1in the ordinary course of its business makes operator assisted services available to the
public or to customers and transient users of its business or property through an operator service
provider; and

(iii) receives from an operator service provider by contract, tariff, or otherwise,
commissions or compensation for calls delivered from the aggregator's location to the operator
service provider.

(b) "Aggregator" may include any hotel, motel, hospital, educational institution,
government agency, or coin or coinless telephone service provider so long as that entity qualifies
under Subsection (1)(a).

(2) "Basic residential service" means a local exchange service for a residential customer

consisting of:

(a) a single line with access to the public switched network;

(b) touch-tone or the functional equivalent;

(c) local flat-rate unlimited usage, exclusive of extended area service;
(d) single-party service;

(e) a free phone number listing in directories received for free;

(f) access to operator services;

(2) access to directory assistance:

(h) access to lifeline and telephone relay assistance;

(1) access to 911 and E911 emergency services:

(1)_access to long-distance carriers;

(k) access to toll limitations services;

(1) other services as may be determined by the commission; and

(m) no feature.

[t2)] (3) "Certificate" means a certificate of public convenience and necessity issued by
the commission authorizing a telecommunications corporation to provide specified public
telecommunications services within a defined geographic service territory in the state.

[33] (4) "Division" means the Division of Public Ultilities established in Section 54-4a-1.
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[4] (5) "Essential facility or service" means any portion, component, or function of the
network or service offered by a provider of local exchange services:

(a) that is necessary for a competitor to provide a public telecommunications service;

(b) that cannot be reasonably duplicated; and

(c) for which there is no adequate economic alternative to the competitor in terms of
quality, quantity, and price.

(6) (a) "Feature" means a custom calling service available from the central office switch,
including call waiting, call forwarding, three-way calling, and similar services.

(b) "Feature" does not include long distance calling.

[5] (7) "Federal Telecommunications Act" means the Federal Telecommunications Act
of 1996, Pub. L. No. 104-104, 110 Stat. 56.

[t67] (8) "Incumbent telephone corporation" means a telephone corporation, its
successors or assigns, which, as of May 1, 1995, held a certificate to provide local exchange
services in a defined geographic service territory in the state.

[tH] (9) "Intrastate telecommunications service" means any public telecommunications
service in which the information transmitted originates and terminates within the boundaries of
this state.

[t8)] (10) "Local exchange service" means the provision of telephone lines to customers
with the associated transmission of two-way interactive, switched voice communication within
the geographic area encompassing one or more local communities as described in maps, tariffs,
or rate schedules filed with and approved by the commission.

[9] (1) "Mobile telecommunications service" means a mobile telecommunications
service:

(a) that is defined as a mobile telecommunications service in the Mobile
Telecommunications Sourcing Act, 4 U.S.C. Sec. 124; and

(b) in which the information transmitted originates and terminates in one state.

[(15] (12) (a) "New public telecommunications service" means a service offered by a

telecommunications corporation which that corporation has never offered before.
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(b) "New public telecommunications service" does not include:

(i) a tariff, price list, or competitive contract that involves a new method of pricing any
existing public telecommunications service;

(ii) a package of public telecommunications services that includes an existing public
telecommunications service; or

(iii) a public telecommunications service that is a direct replacement for:

(A) a fully regulated service;

(B) an existing service offered pursuant to a tariff, price list, or competitive contract; or

(C) an essential facility or an essential service.

[(HH] (13) "Operator assisted services" means services which assist callers in the
placement or charging of a telephone call, either through live intervention or automated
intervention.

[(2)] (14) "Operator service provider" means any person or entity that provides, for a fee
to a caller, operator assisted services.

[(3)] (15) "Price-regulated service" means any public telecommunications service
governed by Section 54-8b-2.3.

[(+H] (16) "Public telecommunications service" means the two-way transmission of

signs, signals, writing, images, sounds, messages, data, or other information of any nature by

wire, radio, lightwaves, or other electromagnetic means offered to the public generally.

[(+6y] (17) "Substantial compliance" with reference to a rule or order of the commission
means satisfaction of all material obligations in a manner consistent with the rule or order.

[(+H] (18) "Telecommunications corporation" means any corporation or person, and
their lessees, trustees, receivers, or trustees appointed by any court, owning, controlling,
operating, managing, or reselling a public telecommunications service.

[(8] (19) (a) "Total service long-run incremental cost" means the forward-looking
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incremental cost to a telecommunications corporation caused by providing the entire quantity of
a public telecommunications service, network function, or group of public telecommunications
services or network functions, by using forward-looking technology, reasonably available,
without assuming relocation of existing plant and equipment.

(b) The "long-run" means a period of time long enough so that cost estimates are based
on the assumption that all inputs are variable.

Section 4. Section 54-8b-2.3 is amended to read:

54-8b-2.3. Pricing flexibility.

(1) (a) A telecommunications corporation that obtains a certificate to compete with the
incumbent telephone corporation in a defined geographic area pursuant to Section 54-8b-2.1 may
price any public telecommunications services it is authorized to offer, or any new public
telecommunications service, by means of a price list or competitive contract.

(b) Before the telecommunications corporation begins providing any authorized public
telecommunications service, it shall notify the commission of;

(1) 1its intent to begin providing the service; and

(i1) the defined geographic area in which it will provide the service.

(2) (a) Notwithstanding other requirements of this chapter relating to pricing flexibility,
beginning on May 2, 2003, an incumbent telephone corporation may offer retail end user public

telecommunications services by means of a price list or competitive contract in the same manner

as a competing telecommunications corporation as provided in [Subsections<(2)th)and<c):]
Subsection (1):

(1) if the incumbent telephone corporation:

(A) is in substantial compliance with rules and orders of the commission issued under
Section 54-8b-2.2; and

(B) has more than 30,000 access lines: and

(i1) except as provided in Subsection (2)(b).
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(b) ) The incumbent telephone corporation's pricing flexibility shall be the same as a

competing telecommunications corporation's pricing flexibility for all public telecommunications

services except basic residential service.

(i1) The incumbent telephone corporation shall offer basic residential service throughout

the area in which the incumbent telephone corporation is authorized by certificate to provide

basic residential service.

(ii1) Except as provided in Subsections (2)(b)(iv) and (v), and (2)(c), the incumbent

telephone corporation may not increase the price of basic residential service above the price as of

July 1, 2004.

(1v)_The incumbent telephone corporation may make revenue neutral adjustments to the

price of basic residential service to reduce or eliminate differences in the price of basic

residential service in different portions of its service area.

(v) _The incumbent telephone corporation may increase the price of basic residential

service based:

(A) on changes in local calling areas approved by the commission;
(B) on changes in access charges approved by the commission; or
(C) on other changes affecting basic residential service approved by the commission.

(c) (1) Upon request by the incumbent telephone corporation, but in any event no later

than May 2. 2007, the commission shall review whether any person is offering a service that

includes the essential components of basic residential service at a price comparable to the

incumbent telephone corporation's price for basic residential service in the area served by a

central office of the incumbent telephone corporation.
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11) If, under Subsection (2)(c)(1), the commission determines that any person is offerin

a service that includes the essential components of basic residential service at a price comparable

to the incumbent telephone corporation's price for basic residential service in the area served by a

central office of the incumbent telephone corporation, Subsection (2)(b) does not apply in the

area served by that central office.

[4] (3) Each price list shall:

(a) be filed with the commission[s]:

(1) electronically: or

ii) by paper copies only if permitted by commission rule:

(b) describe the public telecommunications service;

(c) set forth the basic terms and conditions upon which the public telecommunications
service is offered; and

(d) list the prices to be charged for the public telecommunications service or the basis on
which the services will be priced.

[€5)] (4) Prices, terms, and conditions offered under price lists or competitive contracts
that are different from tariff prices, terms, and conditions for the same services are not considered
discriminatory under Section 54-3-8 and Subsection 54-8b-3.3(2).

[t67] (5) A price list filed with the commission under this section shall take effect five
days after it is filed with the commission.

(7] (6) (a) [The] Except as provided in Subsection (6)(b), the prices, terms, and

conditions of a public telecommunications service offered by a telecommunications corporation
pursuant to a competitive contract with a retail customer [shalt] need not be filed with the
commission.

(b) Notwithstanding Subsection (6)(a), a copy of a competitive contract shall be provided

to the commission or division of public utilities if the commission or division of public utilities,

pursuant to general investigatory powers, requests a copy of the competitive contract.

[8)] (7) (a) [The] Subject to Subsection (7)(b), the commission may, as determined

necessary to protect the public interest, set an upper limit on the price that may be charged by

-10 -
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telecommunications corporations for public telecommunications services that may be priced by

means of a price list or competitive contract in a defined geographic area.

b) The upper limit on price imposed under Subsection (7)(a) shall be applied to all

telecommunications corporations holding a certificate to provide the public telecommunications

services in the defined geographic area in a competitively neutral manner.

[t9)] (8) (a) The commission may revoke the authority of a telecommunications
corporation to offer a public telecommunications service pursuant to a price list or competitive

contract or the commission may adopt conditions or restrictions on the telecommunications

corporation's pricing flexibility if the commission finds:

(i) (A) the telecommunications corporation has materially violated statutes or rules
applicable to the specific service;

(B) there has been or there is an imminent threat of a material and substantial [ehange]
diminution in the level of competition; or

(C) competition has not developed; and

(i1) revocation or conditions or restrictions on the telecommunications corporation's

pricing flexibility is in the public interest.

(b) The party asserting that revocation or conditions or restrictions on the

telecommunications corporation's pricing flexibility should [eeeur]| be imposed shall bear the

burden of proof.

[(19)] (9) The commission shall establish rules or procedures to protect confidential,
proprietary, and competitively sensitive information provided to the commission or the division
pursuant to this section.

(10) (a) An incumbent telephone corporation serving fewer than 30,000 access lines in

the state may petition the commission to be regulated under price regulation rather than

traditional rate of return regulation.

(b) In implementing price regulation for an incumbent telephone corporation serving

fewer than 30,000 access lines, the commission may modify the requirements of any provision of

this section if necessary to the individual circumstances of the incumbent telephone corporation.

-11 -
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Section 5. Section 54-8b-3.3 is amended to read:

54-8b-3.3. Services that must be offered on a nondiscriminatory basis -- Public
telecommunications to be cost-based -- Packaged services -- Quality of service standards.

(1) (a) As used in this section, "cost-based" means that the prices for the
telecommunications services shall be established after taking into consideration the total service
long-run incremental cost of providing the service.

(b) The term "cost-based" does not prevent the establishment of prices:

(1) that promote the universal availability of service in the state[:]; or

(i1) that are offered by a telecommunications corporation for a public

telecommunications service in a promotional offer, or market trial, or to meet competition.
(2) [Notwithstanding] Except with respect to a price regulated service offered in a

promotional offer, or market trial, or to meet competition and notwithstanding any other
provision of this chapter:

(a) [no] a telecommunications corporation with more than 30,000 access lines in the state
[and-whteh] that provides a [tariffed] public telecommunications service [or-aprice-regulated
servieeshatt] may not:

(1) as to the pricing and provisioning of the [tartffed] public telecommunications service
[orprice-regulated service], make or grant any undue or unreasonable preference or advantage to
any person, corporation, or locality; or

(i1) in providing services [whteh] that utilize the local exchange network:

(A) make or give any undue or unreasonable preference or advantage to any person,
corporation, or locality; or

(B) subject any person, corporation, or locality to any undue or unreasonable prejudice or
disadvantage;

(b) [tariffed] public telecommunications services [andprice-regutated-services]| provided
by a telecommunications corporation with more than 30,000 access lines in the state shall be

nondiscriminatory, cost-based, and subject to resale as determined by the commission; and

(c) [tariffed] public telecommunications services [and-price-regutated-services| may be

-12 -
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packaged with other services, so long as they are also offered on a separate, unbundled basis.

[t67] (3) (a) In order to promote continued investment in the public telecommunications

network [bymecumbenttetephone—corporations| and to improve the quality of service for end

------- ], the commission

[shatt] may adopt rules governing service quality standards to end users for all [tariffed] public
telecommunications services.

(b) The commission shall have the authority to enforce the rules adopted under this
Subsection [t6)] (3) by granting billing credits to the affected end user where the noncompliance
is for reasons within the [imeambenttetephone] telecommunications corporation's control.

(c) Rules adopted under this Subsection (3) on or after January 1. 2005, shall impose no

greater requirements or obligations on any telecommunications corporation:

1) than were applicable to that telecommunications corporation under rules adopted

-13-
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before January 1. 2005: or

(i1) than were imposed on telecommunications corporations that were not incumbent

telephone corporations, if the telecommunications corporation is not an incumbent telephone
corporation.

(d) An incumbent telephone corporation with less than 30,000 access lines in the state is
exempt from this Subsection [(6)] (3).

Section 6. Section 54-8b-4.5 is amended to read:

54-8b-4.5. Commission order -- Negotiated provisions of services -- Contracts
under this section.

(1) (a) The commission may enter an order partially or wholly exempting any public
telecommunications service from any requirement of this title relating to rates, tariffs, or fares.

(b) The commission may authorize the provision of all or any portion of a public
telecommunications service under stated or negotiated terms to any person that is committed to
the acquisition of comparable telecommunications services from an alternative source of supply
through construction, lease, or any other form of acquisition.

(2) An incumbent telephone corporation may negotiate with the person or entity within
the incumbent telephone corporation's service territory for the provision of retail end user public
telecommunications services without regard to the provisions of any tariffs on file and approved
by the commission, or any price list or competitive contract filed under Section 54-8b-2.3 with
the commission but any rate, toll, fare, rental, charge, or classification of service in such contracts
shall comply with [Subseetton] Section 54-8b-3.3[(3)].

(3) (a) Within ten days after the conclusion of the negotiations and prior to the execution
of a contract under this section, the incumbent telephone corporation shall file with the
commission the proposed final agreements and other evidence of the public telecommunications
services to be provided, together with the charges and other conditions of the service.

(b) (i) The commission may approve or deny an application, or begin adjudicative
proceedings to consider approval of a contract under this section within 30 days of the filing of

the application by the incumbent telephone corporation.

- 14 -
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(i1) If the commission begins adjudicative proceedings, the contract is effective when the
commission orders that it is effective.

(111) If the commission fails to approve a contract under this section, or fails to begin
adjudicative proceedings within 30 days, the final contract is effective.

(c) In determining whether or not to approve a contract under this section, the
commission shall consider all relevant factors, including, whether or not the contract for any rate,
toll, fare, rental, charge, or classification of service:

(i) complies with [Subsection] Section 54-8b-3.3[(3}];

(i) provides for adequate service at just and reasonable rates.

(d) After a contract under this section has become effective, [Hfthe-mcumbenttelephone

servicesunder-Section54=8b=24;] the commission shall in the next general rate case for that
incumbent telephone corporation:
(i) review the contract for consistency with the factors stated in this Subsection (3); and
(i) make any adjustment in its rate order, including retroactive adjustments, that are
necessary to avoid cross subsidization from other regulated intrastate telecommunications
services.

(e) Subsection (3) does not apply to an incumbent telephone corporation subject to price

regulation for public telecommunications services under Section 54-8b-2.3.

(4) Any incumbent telephone corporation that provides public telecommunications
services pursuant to a contract under this section may not offer the services under contract in a
manner that unfairly discriminates between similarly situated customers.

(5) Subject to Subsection (4), terms and conditions offered in contracts under this section
that are different from tariff terms and conditions for the same services are not considered
discriminatory under Section 54-3-8 and Subsection 54-8b-3.3(2).

Section 7. Repealer.

This bill repeals:

Section 54-8b-2.4, Price regulation -- Price index -- Maximum prices.

- 15 -
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Section 54-8b-2.5, Report to governor and Legislature.

-16 -
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160 Section 1. Section 47858.1D, subsections 1, 2, and 3, Code
170 2005, avre amended to read az follows:
186 1. Except as provided in this section, the jurisdiction of

190 the hoard as to the regulaticn of communications services is
200 not applicable Lo a service or facility that is provided or is
210 proposed to be providaed by a8 telephone witility that is or

220 becomes subiect to effective competition, as determined by ths
230 board

240 a. In determining whether a service or facility is or

254 becomea subiect o effective competition, the board shall

280 consider, among other factors, whether a comparable service or
270 facility is available fyrom a supplisr other than the telephone
28¢ utilivy in the geographic market bsing considered by the board
29¢ and whether market forces in that market are gufficient to

300 assure just and reasonable rates without regulation.

310 b. When considering market forces in the market proposaed
320 to be deregulated, the board shall consider factors including
330 but nof limited to the presence or absence of all of the

340 following:

350 {1} Wireless compunications seyrviges.

360 {2} Cable telephony sasrvices,

370 {3) Voice over internet protoccol services,

380 {4} Economic barriers to the entyy of competitors or

390 potential competitors in that market.

400 ¢. In addition to other services or facilities previously

410 ﬁoregulabed effective July 1, 2005, and at the election of

420 sach telephone utility subiject to rate regulation, the
43¢ jurisdiction of the beoard iz not applicable to the retail rate
440 regulation of business and retail local exchange services

re
450 provided throughout thp state except for single line flat=
460 rated residential and business service rates provided by a
[ =
P

478 :lephone utility subject teo rate regulation on January 1,

480 3005. ¥For each zuch telephone utility, the initisl single

490 line flat=rated residential and business service rates shall
500 be ths corresponding rates charged by the utility as of

510 January 31, 208065. The initial single flat=rated residential
520 monthly sexvice rates may be increased by aﬂ amount not to

530 exceed one dollar per twelve=month period beginning July 1,
548 2005, and ending June 30, 2008. The initial single flatsrated
550 business monthly service rates may be increased by an amount
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560 not to exceed two dollars per twelve=month period begimning Brigham/2
37¢ Julv 1, 20085, and ending June 30, 2008. However, the single
580 line flat=rated regidential service rate shall not excesd
290 nineteen dollars per month and the single line flat=rated
600 buniness service rate shall nob axceed thirtywreight dollars
610 per month prior te July 1, 2008, not including chayges for
620 extended area service, regulatory charges, taxes, and other
530 fees. ERagh telephone utility's extended arsa service rates
640 shall not be greater than the corresponding rates charged by
650 the telephone utility as of January 31, 2005, 7The board shall
660 determine a telsphone utility's extended area service rateas
670 for nsw extended area service established on or after Julv 1,
680 2005, TIf & telephone utility fails to impose the rate
6§90 increage during any twelves=month period, the utility shall not
700 impose the unused ingrease in any subseguent year. In
710 addition to the rate increassz permitied pursuant teo this
720 section, the telephone utility may adiust its single line
730 flat=rated residential and business s=rvice rates by a
740 percentayge egual to the most recent annual percentage change
750 in the gross domestic product price index as published by the
760 federal governmant. The board may alsc authorize additional
770 changes in the monthly rates for single line flat=rated
780 residential and business services to reflect exoygencus factors
780 heyvond the control of the telephoane ytility.
800 A telephone utility that glects to increase single line
210 flat=rated residential oY business meyvice rabes pursuant Lo
830 this paragraph Yo" shall offer digital subscriber line
230 broadband service in all af the telaphone utility's exchanges
840 in this state within eighteen calendar months of the first
850 rate increase made pursuant to this parsgraph *c¢” by the
860 telephone ubility. The board may extend thig deadline by up
870 to nine calendar months for geod cause. The board may assess
880 a civil penalty or regquire a refund of all incremental revenus
890 resulting from the rate increase initiated pursuvant te thi
90¢ paragraph "c® if the telephone utility fails te offer digital
91i¢ subscriber line broadhand ssrvice within the time period
920 reguired by this unnumbered paragraph.
93¢ Bffective July 1, 2008, the reiail rate jurisdiction of the
940 beard shall not be applicable te single line flat=rated
950 residential and business service rates unless the beard during
960 rthe first s3ix calendar monthg of 2008 extends its ratail rate
978 durisdiction over single line flat=rated residential and
980 business service rates provided by a previously rate=regulated
990 telephone utilityv. The board may extend its juriszdiction
1000 pursuant to this paragraph for not more than two yvears and may
1010 do so only after the board finds that such action is necassary
1020 for the public interest. The board shall provide the gensral
1030 assembly with a copy of any order to extend its jurisdiction
1040 and ghall permit any teiephone utility subiect to the
1050 sxtension 1o incyease single line flat=z=rated residantial and
1060 business nmonthly service rates by an amount up to two dellars
1070 during each twelves=ponth period of the extension. If a
1080 telephone utility fails to impose such a rate increase during
1090 any twelve=month period, the utility may not impoge the unused
1100 increage in any subseguent year.
1110 2. RPoreguiabeon Except as provided in subsection 1,
{ paragraph *¢”, deregulation of a service or facility for a
130 utility iz effective only afisl GddSatditm o d oWt
148 Gy 7 £inding of effective competition by the board,
150 N ,, e y :
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1180 3, If the board debesmises finds that a service ox
1200 facility is subject to effesctive comp&t;t¢on LV Y - S S LSRR 2 =

3235

122ﬁ
230
1“»
1258
1260
12740
1380

Do e Ry D et oo D e TR ek, the board shall
dersgulate the service or facility within a reasonable time.

Sec. 3. Section 476.5%, Cods 2003, is amended to read as
follows:

76,55 COMPLAINT OF ANTITRUST ACTIVITIES.

1. An application for new or changed rates, charges,
schedules or regulations filsd undey this chapter, or an
application for a certificate or an amendment to a certificate
submitted under chapter 4763, by an electric transmission line
utility or a8 gas pipelins utility or a subsidiary of either
shall not be approved by the board if, upon complaint by an
Inowa electric or gas utility, the board finds activities which
create or maintain a situation inconsisient with antitrust
laws and the policies which underlie them. The board may
grant the rate or facility certification reguest once it
determines that thome activities which led to the antitrust
complaint have besn eliminated. Howevar, this subsection doses
not apply to an application for new or changed rates, charges,
schadules or regulations after the expiration of the tens=
month limdtation and applicable axtensions.

2. Notwithstanding section 476.1D, the board may receive a
complaint from a local exchange carrier that another local

exchange carrier has sngaged in an achivity that is

incongistent with antitrusit laws and the policies which

underlie them. For purposes of this subsection, *local

exchangs carriey” mesns the gsame as dafined in saction 476.96

and ingiudes a city utility suthorized pursuant to section

388.2 to provide local exchange gervices, £, after notice

hd cpportunity for hearing, the board finds that a looal

exchange carrier has engaged in an activity that is

1510

incongistent with antitrust lawg and the policies which

15290

underliie them, the beard may order any of the following:

1530
1340

a. The local exchange carrier to adiust retail rates in an
amount sufficient to coryect the antitrust aschivity.

1550
1568

b, The local exchange carrier Lo pay any cogsts incurred by
the complainant for the pursuit eof the complaint,

1870
1580
1590

¢. The lowal exchange carrier to pay a ¢ivil penalty,
d. EBither the local exchangs carrier oy the complainant to
pay the cogtg of the vomplaint proceeding before the board,

1600

and the obther party's reasonable attorney fees,

1610
1630

This subsection shall not be coustrued to modify, restrictk,
or limit the right of a person to bring a complaint under any

1630

other provision of this chapter.

1640
1850
1869
1870
1688

53¢

1700

fite:/C¢

Saec. 3. Section 476.9%97, subsection 12, Code 2005, is
anended by striking the subsection.

Sec, 4. Section 478.38, Cods 2085, is repealed.
MARGINR F

CHRISTOPHER . RANTS
Speaker of the House
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I hereby certify that this bill originated in the House and
iz known as House File 377, Eighty=first General Assembly.

MARGARET THOMSON
Chief Clerk of the House
Approved , 2005

THOMAS J. VILSACK
Governor
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Legislative Assembly ENGROSSED SENATE B”_L NO 2216

of North Dakota
Introduced by
Senators Espegard, Heitkamp

Representative Carlson

A BILL for an Act to create and enact section 49-21-10.3 of the North Dakota Century Code,
relating to complaints against telecommunications companies; to amend and reenact sections
49-02-01.1, 49-21-01, 49-21-01.1, 49-21-01.3, 49-21-01.7, 49-21-02.2, and 49-21-10.2 of the
North Dakota Century Code, relating to telecommunications regulation; and to repeal sections
49-21-04.1, 49-21-08, 49-21-14, 49-21-15, 49-21-17, 49-21-18, and 49-21-20 of the North

Dakota Century Code, relating to telecommunications regulation.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 49-02-01.1 of the North Dakota Century Code is
amended and reenacted as follows:

49-02-01.1. Jurisdiction of commission limited as to certain utilities. Nothing in
this chapter or in chapter 49-21 authorizes the commission to make any order affecting rates,
contracts, services rendered, adequacy, or sufficiency of facilities, or the rules or regulations of
any public utility owned and operated by the state or by any city, county, township, or other
political subdivision of the state or any public utility, that is not operated for profit, that is
operated as a nonprofit, cooperative, or mutual telecommunications company or is a
telecommunications company having fewer than eight thousand local exchange subscribers.
However, any telecommunications utility that is operated as a nonprofit, cooperative, or mutual
telecommunications company or has fewer than eight thousand local exchange subscribers is
subject to sections 49-21-01.4, 49-21-02.4, 49-214-08; 49-21-23, 49-21-24, and 49-21-25,
subsections 6 through 14 of section 49-21-01.7, and to sections 49-21-01.2, 49-21-01.3,
49-21-06, 49-21-07, 49-21-09, and 49-21-10, regarding rates, terms, and conditions of access
services or connection between facilities and transfer of telecommunications between two or
more telecommunications companies. Nothing in this section limits the authority of the

commission under chapter 49-03.1 or sections 49-04-05 and 49-04-06.

Page No. 1 50514.0300
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SECTION 2. AMENDMENT. Section 49-21-01 of the North Dakota Century Code is

amended and reenacted as follows:

49-21-01. Definitions. As used in this chapter, unless the context otherwise elearly

requires:

1. "Access" means telecommunications services to connect a telecommunications

customer or end user with a telecommunications company that allows for the

origination or the termination, or both, of WATS, 800, and message toll

telecommunications services and private line transport services.

2. "Competitive local exchange company" means any telecommunications company

providing local exchange service, other than an incumbent local exchange carrier,

whether by its own facilities, interconnection, or resale.

3. "Eligible telecommunications carrier" means a telecommunications company

designated under section 214(e) of the federal act as eligible to receive universal

service support in accordance with section 254 of the federal act.

4. "Essential telecommunications service" means the following services:

a. Switched access;

b o - o tinet , ephone:

e- Installation of the service connection for other essential services from the end

user's premises to the local exchange network; and

&= c. Hat Primary flat rate ermeasuredrestdencebustressand-combination

business-and residence basic telephone service including the following

service elements:

(1)

(2)

3)
(4)

(5)

Billing and collecting of the telecommunications company's charges for
the service.

Primary directory listing-retuging-roentisted-and-ronpublished-serviee.
Access to directory assistance.

Access to emergency 911 service and emergency operator assistance
in local exchange areas in which emergency 911 service is not
available.

Except as provided in section 49-02-01.1, mandatory, flat-rate

extended area service to designated nearby local exchange areas.

Page No. 2 50514.0300
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(6) Transmission service necessary for the connection between the end
user's premises and the local exchange central office switch including a
trunk connection that has inward dialing and necessary signaling
service such as touchtone used by end users for the service.

"Federal act" means the federal Communications Act of 1934, as amended by the
federal Telecommunications Act of 1996 [47 U.S.C. 151 et seq.].

"Incumbent local exchange carrier" means a telecommunications company that
meets the definition of section 251(h) of the federal act.

"Inside wire" and "premise cable" mean the telecommunications wire on the
customer's side of a demarcation point or point of interconnection between the
telecommunications facilities of the telecommunications company and the
customer or premise owner established under title 47, Code of Federal
Regulations, part 68, section 68.105.

"Interexchange telecommunications company" means a person providing
telecommunications service to end users located in separate local exchange
areas.

"Local exchange area" means a geographic territorial unit established by a
telecommunications company for the administration of telecommunications
services as approved and regulated in accordance with chapter 49-03.1.
"Management costs" means the reasonable direct actual costs a political
subdivision incurs in exercising its police powers over the public rights of way.
"Mutual telephone company" means a telephone cooperative organized and
operating subject to the provisions of this chapter, and such a cooperative shall
also be subject to the general law governing cooperatives, except where such
general law is in conflict with this chapter.

"Nonessential telecommunications service" means any telecommunications
service, other than those essential telecommunications services listed in
subsection 4 that a customer has the option to purchase either in conjunction with
or separate from any essential telecommunications service. Nenessential

&  erbA T AandintralATA-messagetol-serviee:
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b Wit i : I o I " |

£ Packet-switchedservees:

"Price" means any charge set and collected by a telecommunications company for
any telecommunications service offered by it to the public or other
telecommunications companies.

"Private line transport service" means a telecommunications service to a customer
over a circuit dedicated to the customer's exclusive use, within a local exchange
area, or between or among local exchanges. Private line transport service
includes services to customers who are end users and services to
telecommunications companies.

"Public right of way" means the area on, below, or above a public roadway,
highway, street, bridge, cartway, bicycle lane, or public sidewalk in which a political
subdivision has a legal interest, including other dedicated rights of way for travel
purposes, utility easements, and all the area within seventy-five feet [22.86 meters]
of the centerline of any county or township highway right of way over which a
board of county commissioners or a board of township supervisors has control
under section 24-01-42. The term does not include the airwaves above a public
right of way with regard to cellular or other wireless telecommunications or
broadcast service or utility poles owned by a political subdivision or a municipal
utility or a telecommunications company, in whole or part.

"Rural telephone company" means a telecommunications company that meets the

definition of section 153(37) of the federal act.
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"Service element” means a telecommunications function or service component that

is not useful to the user unless it is combined with one or more other

telecommunications functions or service components.

"Switched access" means access to include:

a. Local exchange central office switching and signaling;

b. Operator and recording intercept of calls;

c. Termination of end user lines in the local exchange central office;

d. The carrier common line charge for the line between the end user's premises
and the local exchange central office;

e. Billing and collection recording for interexchange carriers to which the local
exchange carrier provides feature-gredp-C access service; and

f.  Telecommunications service, including connections, provided to allow
transmission service and termination between an interexchange company's
premises and the local exchange central office switch for the origination or
termination of the interexchange company's switched telecommunications
services.

"Telecommunications company" means a person engaged in the furnishing of

telecommunications service within this state.

"Telecommunications service" means the offering for hire of telecommunications

facilities, or transmitting for hire telecommunications by means of such facilities

whether by wire, radio, lightwave, or other means.

SECTION 3. AMENDMENT. Section 49-21-01.1 of the North Dakota Century Code is

amended and reenacted as follows:

49-21-01.1. Inapplicability of provisions of chapter. Telecommunications service

does not include and the provisions of this title do not apply to:

1.

The one-way transmission of radio or television signals for broadcast purposes,
including the one-way transmission of video programming or other programming
service by a cable system as well as subscriber interaction, if any, which is
required for the selection of such video programming or other programming

service.
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A hospital, hotel, motel, or similar place of temporary accommodation owning or
operating message switching or billing equipment solely for the purpose of
reselling telecommunications services to its patients or guests.

Telegraph service.

Except as provided in section 49-21-01.5, home, business, and coinless or
coin-operated public or semipublic telephone terminal equipment and the use of
such equipment.

The lease of telecommunications equipment by a telecommunications company
from a person whose business is the leasing or sale of such equipment.

Billing and collection services.

Inside wire and premise cable installation and maintenance.

Directory services whieh that are not essential—sueh-as—yellow-pages-—advertising

Private line transport service.

Services or facilities provided by a system or institution of higher education to:

a. Institution employees or students at institution facilities or housing owned or
leased by the institution;

b. Affiliated organizations, including alumni operations and research
foundations, formed for the purpose of supporting the institution or leased by
the institution and offering products and services intended primarily for the
benefit of institution employees, students, or guests;

c. Other persons or entities located on property owned or leased by the
institution and offering products and services intended primarily for the benefit
of institution employees, students, or guests;

d. Casual users using the institution's facilities for conferences, seminars and
other similar special events, and broadcasters of athletic events;

e. Occupants of technology parks, or business incubators receiving secretarial
or business startup support in facilities owned or leased by the institution
during a business startup phase for a term not to exceed four years or until

August 1, 2005, whichever is later; and

Page No. 6 50514.0300
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f.  Educational, governmental, and nonprofit users of system or institution

interactive video conferencing site facilities and associated network services.
Institutions may not unreasonably restrict access by a telecommunications
company to institution facilities for the purpose of furnishing telecommunications
services to residents in institution housing or to other persons or entities leasing
institution facilities, except institutions may limit access to residence halls.
Institutions may require reasonable payment for and adopt reasonable restrictions
on the use of institution telecommunications infrastructure to avoid service

interruptions or increased maintenance or administrative burdens.

SECTION 4. AMENDMENT. Section 49-21-01.3 of the North Dakota Century Code is

amended and reenacted as follows:

49-21-01.3. Certain price increases prohibited - Essential telecommunications

services.

Changes in essential telecommunications services prices are prohibited except as

specifically provided for in chapter 49-21 and section 49-02-01.1.

1.

All increases or decreases in governmentally imposed surcharges and any
financial impact on cost of essential telecommunications services caused by
governmentally imposed changes in taxes, accounting practices, or separations
procedures must be fully reflected in any price for those services within thirty days
of the effective date of the surcharge or change.

Nothing in this section prohibits the lowering of a price of an essential service
based on reasonable business practices in a competitive environment provided
that no price change may be anticompetitive or otherwise in violation of antitrust or
unfair trade practice laws.

Whenever a price change provided for in this section is less than three percent of
the existing price, notwithstanding any time limitations in this section, a
telecommunications company may accumulate such changes in price subject to
the following conditions:

a. Price increases may be accumulated up to a percentage total of five percent.
b. Price decreases may be accumulated only to the extent that there is an

offsetting accumulated price increase of an equal or greater percentage.
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Accumulated price decreases may never exceed accumulated price
increases.

c. Price decreases may be accumulated only for two years beginning January
first of the year in which the change is allowed.

d. Accumulated price increases may be implemented at the discretion of the
telecommunications company.

e. The effective date of implementation of an accumulated price change may be
prospective only, and in accordance with the filing requirements of section
49-21-04.

The monthly price of residence service for telecommunications companies with

over fifty thousand subscribers may be irereased-afterduly-314-1999-up-to-fifteen

dellarsand-fifty-centsand-may-be-inereased-after June-36,-20006; up to eighteen

dollars. A-telecommunications-company-thereasig-preesunderth Hoseetto
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Subject to the limitations of this section, nothing in this chapter prohibits an

incumbent local exchange carrier from deaveraging local exchange service prices
provided the incumbent local exchange carrier agrees to amend its commission
approved interconnection agreements to allow for deaveraged interconnection

prices effective concurrently with the deaveraged retail prices.

SECTION 5. AMENDMENT. Section 49-21-01.7 of the North Dakota Century Code is

amended and reenacted as follows:

49-21-01.7. Powers in general. The commission has the power to:

1.
2.

Investigate all methods and practices of telecommunications companies.

Require telecommunications companies to conform to the laws of this state and to
all rules, regulations, and orders of the commission not contrary to law.

Require eepies-of reports as to rates, prices, and terms and conditions of service in
effect and used by the company, and all other information deemed relevant and
necessary by the commission in the exercise of its authority.

Compel obedience to its lawful orders by proceedings of mandamus or injunction
or other proceedings, in the name of the state, in any court having jurisdiction of
the parties or of the subject matter.

Hold hearings on good cause being shown, upon notice and subject to the
provisions of chapter 28-32.

Employ and fix the compensation of experts, engineers, auditors, attorneys, and
other such assistance for complaints, investigations, and other proceedings
relating to telecommunications companies. The expense of any hearings, and the
compensation and actual expenses of any employees of the commission while
engaged upon any such hearings must, upon the order of the commission, be paid
by the telecommunications company involved in such hearings. The commission
shall ascertain the exact cost and expenditure. After giving the

telecommunications company notice and opportunity to demand a hearing, and
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after a hearing, if any, is held, the commission may render a bill and make an order
for payment. The bill and order must be delivered by certified mail or personal
delivery to the managing officer of the telecommunications company. Upon receipt
of the bill and order for payment, the telecommunications company has thirty days
within which to pay the amount billed. All amounts not paid within thirty days after
receipt of the bill and order for payment thereafter draw interest at the rate of six

percent per annum. Amounts collected by the commission under this subsection

the-commission-underthis-subseetior must be deposited in a special account

within the public service commission.

Act upon an application for a certificate of public convenience and necessity under
chapter 49-03.1 consistent with section 253 of the federal act, provided a
telecommunications company is not required to obtain a certificate of public
convenience and necessity to resell telecommunications services.

Mediate or arbitrate agreements for interconnection, services, or network elements
under sections 251 and 252 of the federal act.

Approve or reject agreements for interconnection, services, or network elements
under sections 251 and 252 of the federal act.

Receive and approve or reject a statement of generally available terms under
section 252(f) of the federal act.

Determine whether to terminate a rural telephone company's exemption under
section 251(f) of the federal act.

Designate telecommunications companies as eligible telecommunications carriers
to receive universal service support under sections 214 and 254 of the federal act.
Designate geographic service areas for the purpose of determining universal
service obligations and support mechanisms under the federal act.

Investigate and resolve numbering issues relating to assignment of NIl dialing
codes.

Adopt rules consistent with state law as are necessary to carry out the powers in

subsections 7 through 13 provided the rules may not impose obligations on a
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telecommunications company that are greater than obligations imposed under the

act.
SECTION 6. AMENDMENT. Section 49-21-02.2 of the North Dakota Century Code is

amended and reenacted as follows:

49-21-02.2. Cross-subsidization prohibited. Revenues obtained from regutated

company--is-unrregutated-servicesand+evendesHrom essential telecommunications services

may not be used to subsidize or otherwise give advantage to a telecommunications company in

its nonessential telecommunications services. Fhe-eommission-mayregtirea

SECTION 7. AMENDMENT. Section 49-21-10.2 of the North Dakota Century Code is
amended and reenacted as follows:

49-21-10.2. Quality of service - Procedure-and+emedies—. Any customer, and the
commission on its own motion, may complain concerning the quality of service provided by a

telecommunications company providing telecommunications services in the state. Ary-persen;

may not adopt any rule or order under this section applicable to retail services unless the

standards of service required by the rule or order are applicable to all telecommunications

companies providing similar service in the relevant market area.
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SECTION 8. Section 49-21-10.3 of the North Dakota Century Code is created and

enacted as follows:

49-21-10.3. Complaints. A person, and the commission on its own motion, may

complain concerning any violation of law, rule, or order of the commission. In accordance with

chapter 28-32, the commission shall provide notice of the complaint and the time and place of

hearing. After hearing under chapter 28-32, if the commission finds that a service of a

telecommunications company is inadequate or a company is in violation of a law, rule, or order,

the commission may direct the telecommunications company to take reasonable and necessary

remedial action to provide adequate service or to bring the company into compliance with the

applicable law, rule, or order. The remedies of this section are in addition to the penalties

under chapter 49-07.
SECTION 9. REPEAL. Sections 49-21-04.1, 49-21-08, 49-21-14, 49-21-15, 49-21-17,

49-21-18, and 49-21-20 of the North Dakota Century Code are repealed.
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HO 224 o v v it i it m e et s e e e A v e e e by STATE AFFAIRS
TELECOMMUNICATIONS - bwends and adds to existing law f£o authorize a
telephone corporation to elect to have all or part of its
telecommunications szrvices sxcluded from vegulation pursuant to Titls 61,
Idaho Code, and to ks subjest to regulation pursuani to Chaptsr 6, Title
82, idaho Code; to authorize the Public Utilities Commission to regulate
telephona corporatiocons for the purpose of implementing the Federal
Communications Aot of 1968&; to provide the Public Utilitiss Commimsion with
authority to determine unoneconomic regulatory requirements for telephone
corporations providing basic local exchange service; to prohibit certain
rats increasss for basic local exchange seyvice during the perind of three
vears following the sffectivae date of the election; to authorize the Public
Urilities Commission to extend the transition period for an additional two
yearg; to establish the rates for kasic fowal exchange service to be used
to determine eligibilivy of certain telephone companies to draw funds from
the stats universal service fund; to prohibit a telephone corporation from
reguiving a basic local exchangs servioce customer to purchase or subscriba
to telecommunication services other than basic local exchange services; Lo
prohikit any increass iun the stand-alone basie local exchange service vate
to an amount that is higher than the rate for such service for basic loecal
exchange customers in the loocal exchange calling avea having the highest
number of basic local exchange customers ssrved by the telephone
corporation; to dsfine "stand-alone basic local exchange rate®; to provide
certain duties relating to unauthorized charges by third-party service
providers; to provide an exception to the exemption fyrom the antitrust
liabilicy of a telephone corporation; asd to provide the Public Utility
Commission authority to establish a minimum price for basic local exchange
gmrvice upon complaint by another telephone corporation relating to below
variable cost pricing for such services by certain telephons corporations.

02/16 House intro - lst ¥dg - to printing
Q3717 Rpt prt - to St Aff

02734 BEpt out - reo d/p - to 2nd xdg
02725 Z2nd rdg - to 3rd rdg

$3/04 3rd rdg - PASSED - 48-22-~0

AYES -- Anderson, Andrus, RBarraclough, Bastian, Bayver, Bedke, Bell,
Bilbao, Blagk, Block, Bolz, Cannon, Chaddexdon, Clark, Collins, Crow,
Deal, Rdmungon, Bskridge, Field{18), Field{23}, Garrett, Hart,
Henderson, Jones, Kemp, Laks, Mathews, McKague, Miller, Nielsen,
Nomind, Ravbould, Ring, Roberts, Rydalch, Sall, Schaefer,

Shephexrd (2}, Shepherd{f}, Shirley, Skippen, Smith{30), Smylie,
Snodgrass, Stevenson, Wills, Mr. Speakey

HAYS ~~ Barretvt, Bos, Bradliord, Uenney, Bllsworth, Harwood, Heubest,
Jaguet, LaPavour, Logrtscher, Martinez, McGeachin, Mitchell. Moyile, -
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Pagley-Stuart, Pence, Ringo, Rusche, Sayler, Smith{84), Trail, Wood
Bhgent and excused -- Nons
Floor Sponszor - Deal
Title apvd - to Senate

03707 Renate inbkro - ist rdg - to St ALE
03717 Ept out - veo dfp -~ to Ind vdg

03/18 nd rdg - teo 3rd vdg

237213 3rd vdg ~ PASBED - 18-17-4, 1 vacancy

Tie vote - President voted AYE
AYES -~ Andreason, Br andt Bunderson, Camevon, Compion, Darrinston,

Davig, Gosdde, Hill, Jorgensor, Keough, Litvle, Lodge, McGee,
McKenzie, Stegner, Sweet

NAYS -~ Broadsword, Burksatt, Burtenshaw, Coiner; Cord ar, Ganhon,
Geddes, Kelly, Langhorsi, MmAepeaz, Mariey, Pearce, Richardson,
Schroeder, Stennett, Werk, Williams

Ahgent and excused - {Digtrict 21 seat vacant}

Flooy Sponsor ~ MoHenzis
itle apvd - to House

Bill Text

}}‘} LEGISLATURE OF THE QTATE QF IDAHD 1313
Fifty~=ighth Legiglature Pirst Regular Session - 30085
IN THE HOUSE OF REPRESENTATIVES
HOUSE BILL WO, 234

BY STATE AFFAIRS COMMITYER

3 BN AC
2 RELATING TO TELRCOMMUNICATION REGULATION; AMENDING SECTION 62-&04, IDAHC CODE,
3 TO AUTHORIZE A TELEPHONE CORPORATION TO ELECT TC HAVE ALL OR PART CF ITS
4 TELECOMMUNICATION SERVICES EXCLUDED FROM REGULATION PURSUANT TO TITLE 61,
5 IDAHO CODE, AND TO BE THEREAFTER SUBJECT TO REGULATION PURSUANT T0 CHAPTER
& 6, TITLE 62, IDAHG CODE, AND TO MAKE TECHNICAL CORRECTICONE; AMENDING SEC-
7 TION 82-605, IDAHO CORE, TO REVISE THE FROCEDURE FOR THE NOTICE OF ELEC-
g TION, TC AUTHORIZE THE PUBLIC UTILITIES COMMISSION TC REGCULATE TELEFHONE
b/ CORPOFATIONS FOR THE PURPOSE OF IMPLEMENTING THE FEDERAL COMMUNICATIONS
10 ACT GF 1896, TO PROVIDE THE PUBLIC UTILITIES COMMISSION WITH CONTINUING
13 AUTHORITY 7TO DETEEMINE NONECOROMIC BEGULATORY REQUIREMENTS FOR TELEPHONE
12 CORPORATIONS PROVIDING RASTIC LOCAL EXCHANGE SERVICE, PROHIBITING CERTAIN
13 FATE INCREASES FORE BASIC LOCAL EXCHANGE SERVICE DURING THE PERIOLR OF THREE
14 YEARS POLLOWING THE EFFECTIVE DATE OF THE ELECTION, TO AUTHORIZE THE PUB-
18 LIC UTILITIES COMMISSION TO EXTENGD THE TRANSITION PEERIOD FOR THRCG ADDI-
16 TIOWAL YEARS AND T0O ESTARLISH THE RATES FOR BASIC LOCAL FEXCHANGE SERVICE
7 T BB UB ED TO DETERMIKE ELIGIBILITY QF CERTAIN TELEPHONE CORPORATIONS T0C
is DRAW FURD FROM THE STATE UNIVERSAL SERVICE FUND; AMENDING CERPTER §,
ig TITLE &2, *DhHO COPE, BY THE ADDITION OF & NEW SRCTION 83~507hA, IDAHO
2 CODE, TG PROHIBIT A TELEPHONE CORPORATION FROM REQUIRING A BASIC LOCAL
23 EXCHANGE SERVICE CUSTOMER, AS A CONDITION OF RECBIVING BASIC LOCAL
22 EXCHANGE SERVICE, TO PURCHASE OR SUBSCRIBE TO TELECOMMUNICATION SERVICES
23 OTHER THAN RBASIC LOCAL EXCHANGE SERVICES, TC PROHIBIT ANY INCREASE IN THE
24 STAND-ALONE BASIC LOCAL BRCHANGE SERVICE RATE TO AN AMOUNT THAT IE HIGHER
25 THAN THE RATE FOR SUCH SERVICE POR BASIC LOCAL EXCHANGE CUSTOMERE IN  THE
2 LOCAL EBXCHANGE CALLING AREA HAVING THE HIGHEST NUMBER OF BASIC LOCA
27 EXCBANGE CUSTOMERS SERVED BY THE TELEFHONE CORPORATION AND T0 DEFINE
28 YETAND~ALONE  BASIC  LOCAL EBXCHANGE RATRY; AMERDING CHAPTER 6, TITLE 62,
29 IDAHD COUE, RY THE JDDITION OF A NEW SBEUTIOY 82-€16R, TORNO CODE, b
30 VIDE FOR THE DUTY QF & TELEPB&&S COBPORATION TG CUBTOMERS QQARTKXG TF
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HOUSE BILL NQ. 224 - Telecomnmunicains/not regulated/when Brigham/3 Page 3 of 8
3% UNAWIHORIERD CHARGES BY A THIRD-PARTY SERVICE PROVIDER; AMENDING SESTICON
32 82~617, IDAHC CQORE, 7TO PROVIDE AN BEXCERTION 70 THE EXEMPTION PHOM THE
33 ANTITRUST LIARILITY OF & TELEPRONE CORPORATION; AND AMENDING CHAPTER &,
24 TITLE €62, IDAHG  CODE, BY THE ADDITION CF A NEW SRCTION 62-6322a, IDANHG
3% CODE, DO PROVIDE PUBLIC UTILITY COMMISSION AUTHORITY TO BSTABLISH A MINI-
3& MUM PRICE FOR BASIC LOCAL BXCHANGE SEEVICE UPRPON COMPLAINT BY ANOITHER TELE-~
37 PHONE CORPORATION RELATING TO RBRELOW VARIABLE CO3ZT PRICING FOR SUCH 8ER-~
28 VICES BY TELEPRONE CORPORATIONS NOT RUBJECT TO TITLE 61, TUARCG CODRE.

3% Be It Enacted by the Legislature of the 3tate of Idaho:

40 SEC“IOV 1. That Ssction 63~604, Idaho Cmie, be, and the same 1is bhereby
41 amended to read as follows:

42 62504 . APPLICABILITY OF CHAPTEER.

43 {1} {a} Any telesphone corporation, except any mutual nonprofit or cooper-

1 ative telsphone corporation, which did not, on January 1, 1983, hold &
2 cervificate of public coovenlence and necesgsity issued by the commigsion
3 and, which does not provide basic local exchange service, shall, on and
4 after the effective date of this act, be smubject to the provisionsz of this
5 chapter and shall bs exempt from the provisicons of title 61, Idahoc Code.
& {b} All telephone corporations, as sat forth in ﬂﬁ&ﬁd&ﬁ@%&ﬁﬂ sqgggggggg
7 {11ta} o¢f this section, =shall file a notice with the commission, which
8 notice ghall sevt forth the following informainion:
8 {i the name of the telephons corporation and the addregs of its
18 principal place of business within the sastate;
11 {11} a description of the telecomrunication services offered by such
12 telephone corporation and the area served by it or in which it offers
13 telecommunication BerViCese.,
14 {e} Such notice shall be filed on or befure the lsgt day of January of
13 sach veay following the effective date of thig act.
18 {2} Any telephone aorporation holding a certificate of public convenience
7 and npecessity on Januwary 1, 1%88, isszued by the commission pursuant to  title
18 1, Idaho Codes, may, pursuant to section 62-805, Idaho Code:
19 {a} elect tc exglude all, ox part of ltb t leﬂomwurlca ion eETV1ceQT
20 Dt S S 3 ; a3 : ?
21 é%ﬁg—~6ku§§96-%&@§@§0¥r from regulatloﬂ puvsuant Lo 3tle £1, Idano Code,
a3 and such excluded telecommunication seyxvices shall thereafter be subjec
23 to the provisions of thiz chapter, except foxr the provisions of gsection
24 £3~622(1) through (3}, Idaho Code;
23 {b) notwithstanding any other provision of this chapter, a telephons cor-
26 poration which, pursuant to section 61-538, Idaho Code, was, prior to  the
7 affective date of this chapter, subject to the provisions of such ssction,
28 shall continue to be subject to the provisicns of gection 61-538, Idaho
29 Code, nobwithstanding such telephone corporation is subject to the provi-
3¢ sions of this chapter.
31 SRCTION 2. That Section 62-605, Idaho Code, bhe, and the same is heyxeby
3 amended to read as follows:
33 £2-605. PROCEDURE FOR NOTICE QF ELECTION -- COMMISSION CONTINUING AUTHOR-
34 ITY. {1} & telephone corvporation which held a certificate of public conve-
38 nience and necessity on January 1, 1988, may file with the commission a notic
is that such telephons corporation elects to be subjsct to the provisions of +h~v
37 chapter for all, or part of its telascommunication services, ebher-slian-Haoie
s B OGIe OB G G—Gasaao,r Wiich notice shall include the following:
28 {a} The name and address of the telephons corporation;
40 b} A parrative description of the telecommunication services provided by
41 the telspbone corpuration and the geographic srea and market gerved by t
42 telaphone corporation and a desceription of the telecommurdcation  sarvi &i&- :

3 = for which the slection iz made.
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44 {2} Upon tha expiration of thirty (34} davs from the filing of such
45 notlce ooff e}egtlon said tmlﬂykone corpuzat on shall, as to telecommunication
46 sk > wihass set forth in the notice of
47 3@gg§ion; he exsmpt from the rrov1SLon of title &1, ZIdahe Code, angd asuch
48 teleoomrunication services sBall thereafier be subject to the provisions of
4% this chapter with the axception of the provisions of section 62-8224{1} through
50 (31, Idah@ Code .

51 {2} Rothing contained in the provisions of this chapter or title 81,

52 Idaho Cods, shall be comstrued to prevent any person or sntivry from providing

g3 telecommunication ssrvices in competition with & telephons corpovation as  to
3

1 thoge services which have been sxcluded frown regulation undex titls 81, Idaho

2 Code, pursuant bo the provisions of this chapter, or with a telephons corpora-

Z cion, other than a mutual, nonprofit or cooperative telephons corporabion,

4 whiﬂb wag not, on the effective date of this ach, subject to regulatlos by the

5 commigsion pursuant to titles 61, Idaho Code.

& {4} ©Nothing contained in the provisions of this chapter shall be oon-

7 xtyued to prevent any telephone corporation from wmaintaining on file with the

8 commigsion a tariff or price list dezcribing the detalls of it dervigcs.

9 {5} j@} P any twlecommanlcatzon sexvice which was biect, on she
16 Eerad 2 & July 1, 1988, o title &1, Idaho Cods, and
i1 wiaich at the eieatxon of the telephone corporation became subject to this
12 chapter, the commisggicsn shall have continuing authority €0 Sewiaiietha
13 i . . L s 3 - s 2 3 4 e S pxs 3 e
14
15
16
17 ok & SR EI D TP
18 O Ao TN O G oeibrBhroe PG
ig regulate the telephons corpo-
20 ration to the extent necessary to 1mplement the federal communications act
21 of 31836, in accordance with sectiop 62-615, Idaho Code.

22 {r} Tha commisgion shall have the contkinuing authority to determine the
23 nopeconomic  reagulatory resguirements relating to basic local exchange sar-
24 vica for all telephons corporationg providing basic local exchangs zervice
25 including, but not limited to, such matters as servics guality standards,
3 provision of accessg to carriers providing message telecommunication ser-
27 vice, £filing of price lists. customeyr notice and customer relation rules.
28 and billing practices and proceadurss, which reguirements shall be
28 techuclogically and competitively neutral.
30 (c) In datxon, lf %é@ﬂ@ﬁ%ﬁ*ﬁﬁs&ﬂ»@ﬁﬁﬁeﬂﬁbéér""“5 GO EICCPAT A orreo G e ssoniioof
31 % ; - S igpecnirGd N TR
3z é@ﬁs e
33 : : % & telephons corporation has
34 made an slection pursuant to sactlon §2-604, Idaho Coda, and this gectiocn
35 with reference to basic local exchange ssrvice, the maximum price the
36 telephone corporation may charge for stand-alone basic local exchange ser-
37 vice, as defined in section 62-807A, Idaho Code, during the ftransitioxn
38 period, shall, in the first year of the transgition pariod, be capped at a
39 rate ten percent {10%) above the rate in effect at the time of the elec-
460 tion. Thereafter, in each succeeding vear of the transition period, the
41 price cap shall be incrsased by an additional amount that is egqual to the
42 difference betwsen the rate at the time of the election and the price cap
43 established hereunder for the first vear of the transition period. How-~
44 ever, during the transition periced, the price cap established herein ghall
45 in no evant exceed the wmaximum basic local exchange rate that wasz in
46 effect and authorized or approved by the commission for any telephone coxn-
47 poration regulated pursuant to title &1, Idaho Code, or section 62-823{1:,
4% Idaho Code. for residence and business bagsic local exchange seaxvice rates,
4% respectively, on the date the telepbone corporation made the ﬁlaﬁtman RUL -
58 suank to seckion B3~ §04, Idaho Code, and this section with refe -

.51 : basic local exchangs service.
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82 {3} The term "transition period,® as used in thig section, means a period
83 of three {3} vears frow the affective date of the alection by a telemphone
54 corporation to sxcinde basic local exchange gservices from ragulakion pur-
55 suant to title 61, Idaho Code, or secktion §2-632{(1), Idaho Code. Pravided

4

1 howsver, the commigsion may, during the one hundred eighty {3180} day
2 period prior to the expiration of the initial three {3} vear trangition
kd pericd, by order, axtend the transition period for a pericd of two {(2)
4 additional vears if the commission finds that such action is nscessary to
5 protect the public intersst. The commiggsion shall, 4if the trangition
) pericd iz extended, as berein provided, file a copy ¢f the commissionts
7 order with the governor and the legislature.

8 {e} Por the purpose of walculating the weighted gtatewide average raltss
9 for residence and business basic local exchange service rates to enakls
10 the commigsion to determine eligibility for distributions to eligible
11 telecommunications carviers from the universal gervice fund established
13 pursuant to chapter 6, title 62, Idaho Code, the residence and buziness
13 basgsic local exchange rates in effect on Julv 1, 2005, shall constitute the
14 basis for such caloulation, unlesgs the commigsion determines that changes
15 in basi¢ local axchange rates subseguent to July 1, 2005, should bhe used
16 for such calculation f£or the purpose of determining the eligibilivy of
17 telecommunications carriers for distributiong from the universal service
18 fund

ig SECTION 3. That Chapter &, Title &2, Idaho Code, he, and the sawe iz
20 hersby amended Ly the addition thereto of a NEW SRCTION, to bs known and des-
2% ignated as Section 82-607A, Idabo Code, and to vead as follows:

22 6“ 637A PROHIBITED ACTIVITIES BY & TELEPHONE CORPORATION. (1} Mo incum-
33 bent elephone corporation, or eligible telecommunications carrier as defined
24 in sectxon §2-6108B {1}, Idaho Code, shall reguivre a residential or small busi-
25 ness customer, as a condition of receiving basic local exchange seyvice, to
26 purchase or subscribe o telecommunication services cther than one {1} access
27 line for the provision of basic local ezchange service.

28 {2} & telephona corporation that has made the election provided in sec-
3 tions 62-6804 and £2-605, Idabo Code, with reference to bamsic local sxchange
39 service, shall not increase its zstand-alone basic local exchange rate to resi
31 dential or small business customers in any local exchange calling area Lo an
32 amount that is higher than Lthat telephone corporationis stand-alone basic
33 lowal exchange rate for residential or small business customers in the lomal
24 exchange calling area having the highest number of bagic lowal exchange ser-
35 viee residential or business customers served by the telephone corporation
3& within the state.

37 {3} *Stand-alone basic local exchange rabte,” as used herein, wmeans the
38 monthly charge made by a telephone corporation to a residential or swmall brs;
3% negs basis local exchange sexvice customsy for a zingle line thab ix not
40 incivded in a package of services or price discounted in a promotional offexr-
41 ing. *Stand-alone basic lowcal exchanga rate® does not include any charges
42 resuplting frowm action by a federal agency or taxes or surcharge lmpoged by a
43 governmental body that ave ssparately itemized and billed by a telsphone cor-
44 povation to its customers.

45 SECTIGN 4. That Chapter 6, Title 62, Idaho Code, be, and th game is
46 hereby amended by the addition thereto of a NEW SECTION, to be known and des-
47 ignated as Section €2-8164, Idaho Code, and to vead as follows:
48 ~&16A. DUTY OF TRLEPHONE COMPANY TG CUSTOMERS RELATING TO UNAUTHORIZED
49 CHARGES BY A THIRD-PARTY SERVICE PROVIDER. XIf a customer of a telephone corpo-
50 ration, whether subject to the provisions of this chapter or title 61, Idaho
53 Code, notifies the telephone corpovabion that an unautborised chargs From a
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1 third-party service provider has been included on the telephone custumer's
2 bill by the telephone corporation, the telephone corporation shall ramove th@
3 dispoted charge from the bill and shall oredit to tha customer any amounts for
4 unauthorized chavrges, whether paid or unpaid, that were bhilled by the te ic
5 phons corporation on behai“ of the third-party seyxvice pravlder during the
& period of six {4) months pricr to the cumtomer's notification to the telephone
7 corporation that unauthorized charges from a third-party serxvice provider have
8 been included on the telephone corporation customer's bill. Nothing contained
3 hersin shall restrict the right of the telephone corporation to recover corad-

10 ited charges from the third-party service provider.

13 SECTION &. That S&=ction 62-817, Idabo Code, be, and ths same is heraby
12 amended to read as follows

13 £€2~-617. TELEPHONE CORPORATION ANTITRUST LIABILITY. Ko action undsr the
14 antitrust laws or any other provigion or doctrine of law of the stats of Idabo
15 shall lie againsit a telephone corporation for providing service in oompliance
16 with any order of the commission. Provided however, this section shall xnot
17 apply to the provision of any serxvice for which the commission has approved or
18 acknowledged an elsction pursuant to section 62-805{1}, Idaho Code, sxcept to
12 the extent such service thereafter is the subiject of a spacific commission
2¢ order pursguvant to title 2, Idaho Code.

21 SECTION 6. That Chapter ¢, Title &2, Idaho Code, be, and the sasme is
22 hereky awmended by the addition theveto of a WEW SECTION, to ks kpown and de$~
23 ignated as Ssction 82-622A, Idaho Code, and to read as follows:

24 £3-6228. COMMISSION AUTHORITY TO ESTABLISH MINIMUM PRICING OF BASIC LOCAL
5 EXCHANGE SERVICE. A telephone corporation may file a petition with the oommisg-
26 sion alleging that another telsphone corporation, mot subject to vegulation
27 pursuant to title &1, Idabo Code, is offering basic local exchange sarvice to
Z8 customers in a local exchange calling arsa at a price beliow its average vari-
29 able cost of providing such service in tne local ezchange calling arsa. The
30 commigsion shall, if after hearing it finds by a preponderance of the svidence
3% that the allegations contained in the petition are brue, establish a minimum
32 price for basic local exchange sarvice of ths telephons corperation in  the
33 local exchange wcallisnyg area, which minimum price shall reflect the telephone
34 corporation’'s average variable cost of providing such service.

Statement of Purpose / Fiscal Impact

STATEMENT OF PURPOSE
RE 144965

This proposasl will permit currently regulated telephone

companiss, to transition into a technoleogically and
competitively neutral communications market environment and
away from a stats-created monopoly regulatory environment,
creatad by the state in 1913,

Changesg in federal and state law eliminated the
monopoly statuz of Idaho's regulated t@lephone companies by
opening the praviocusly protected territories to all
competitors and mandating "network-sharing® with their
unregulated competitors. In addition, the digital revolubion
has made poszible the dramatic growth in wirelsss usage, the
steady increase in cable telephony, the rise of Yoice-Over-
Internet Protocol (VOIP)} sexvicesn, and the explosion of
elwvctronic messaging, none of which are vegulated by the
state. A& dyoamic aud contestabls marketplace now exists in
Diabo.

This legislation will allow Idaho's regulated telephone
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companies to forego the former muomopoly bassd regulation,
and, following a transition period of up to five years, be a
full participant in the compstitive communications
marketplace. Tha legislabtion alsce addresges the following
consumer issues:

During a transition period of up to five years, the
legisiation caps basic local exchange ratas at the
maximum rate gset by for regulatsd companies within the
state during the overall transition period, with an
aooval cap not exoeeding an amount equal to 10% of the
company vate in effect at the time of the election to
coms under the provisions of the Ack.

The leglslation prohibits rural rate increases above
the rate established in the company‘s most populous
urban area, thus giving the rural customer bhe benefit
of the competition that now exists and will continue
to grow, in ths urban areas. This provision doss not
sunget oyx end with the conclusion of the transition
period.

No price increase after June 30, 2005, will affect ths
eligibility of rural companies to draw from the
Univargal Service Fund.

Guarantess that a customer will always have the option
of *plain oid tsleghone sasrvice® (POTS), without
having to take package plaans or sexvices the customer
does not want.

Provides customer remedy for unauthorized third-party
szrvice provider billings on customer telephons bill,

Provides the Public Urilities Commission with
continuing authority over basic lacal exchangs gervic
guality standards, billing practices and procsdures,
and customer notice and customer-relations rules.

Does not intexfers with the continued availability of
the Idaho Telecommunications Service Aszistance Plan
{ITSAP} to assist low-income persons to cobtain lower
cost telepbone service within the state. [1.C. Chapter
3, Title 58}

FIBSCAL NUIE

There is no fiscal impact oun the General Fund.

Contact:
Bdward Lodge, Quest
Phone: {208) 385-2154

%11l Reden
Rhone: (208} B66-8B113
: (8087 336-7%30
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indicated), by mailing a correct copy to them in a sealed envelope, with postage prepaid,
addressed to them at their regular office address shown below, and deposited in the U.S.
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Portland Or 97204

*Karen J Johnson

Integra Telecom Of Oregon Inc
1201 NE Lloyd Blvd.
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e-mail: Ifr@aterwynne.com
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