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I, Joe Carrisalez, being of lawful age and duly sworn upon my oath, do hereby depose and state as follows:

1.
My name is Joe Carrisalez.  My business address is 5850 West Las Positas, Room 303, Pleasanton, California 94588.  I am Director-Regulatory for Southwestern Bell Communications Services, Inc. (“SBCS”) d/b/a Southwestern Bell Long Distance (“SBLD”).  In this position, I am responsible for regulatory compliance within the Section 272 affiliate formed by SBC Communications Inc. (“SBC”) to provide in-region interLATA telecommunications services. 

PROFESSIONAL EXPERIENCE AND EDUCATIONAL BACKGROUND

2.
I attended St. Patrick’s Seminary College, Los Altos, California and graduated from Ohlone College, Fremont, California with an Associate of Arts degree in Liberal Arts in 1976.  Since then I have attended numerous telecommunications courses and seminars related to product design, product development, marketing, customer service, economics, public policy, cost and price development.  I began my career with Pacific Bell (“PB”) in 1973.  While working for PB, I have held various positions in operator services, consumer marketing, human resources, product marketing, external affairs and marketing sales departments.  I have been responsible for field supervision, product development, tariff development and administration, as well as representing PB to regulatory bodies and external stakeholders.

PURPOSE OF AFFIDAVIT

3. The purpose of my affidavit is to demonstrate that SBCS is continuing to operate in accordance with the separate affiliate requirements of Section 272 of the Telecommunications Act of 1996 (“the Act”) and the related rules issued by the Federal Communications Commission (“FCC”),
 and will comply with these requirements and rules when it provides in-region interLATA services in Kansas and Oklahoma.  Furthermore, SBC and Ameritech have merged and I will also provide an update regarding the 272 compliance for the post-merger, 272 long distance affiliates for SBC and Ameritech. Post-merger, the SBC and Ameritech compliance programs are in the process of being integrated. Accordingly, this affidavit addresses the compliance of SBC and Ameritech’s interLATA affiliates required by Section 272 of the Act.

4. The affidavit of Linda Yohe discusses compliance with Section 272 of the Act from the perspective of SWBT, which is SBC’s Bell Operating Company (“BOC”) operating in Kansas and Oklahoma.  (App. A, Tab 22)  The affidavit of Kathleen Larkin discusses compliance with Section 272 of the Act with respect to agreements between SBCS and SWBT.  (App. A, Tab 20)

5. Pacific Bell Telephone Company (“PBT”), Nevada Bell Telephone Company (“NBT”) and the Ameritech Operating Companies
 (“AOCs”) are SBC’s other BOCs.  SNET Telephone Company and Woodbury Telephone Company are SBC’s affiliated incumbent local exchange companies (“ILECs”).  Although the SBC BOCs and affiliated ILECs other than SWBT do not operate in Kansas and Oklahoma, their compliance with the Act is also addressed in my affidavit and the affidavits of Linda Yohe and Kathleen Larkin.  

DEVELOPMENTS IN LIGHT OF THE FCC’S SBC TEXAS ORDER
6. In its June 30, 2000 SBC Texas Order
 granting SBC’s Texas 271 application, the FCC concluded that SBC had demonstrated its compliance with Section 272 of the Act and with the FCC’s rules implementing Section 272.  The material statements of fact made in this affidavit are the same as those that were made in the Affidavit of Tom Weckel filed on January 10, 2000 in support of SBC’s Texas 271 application.  These developments provide additional support for the FCC’s determination with respect to SBC’s Kansas and Oklahoma’s 271 applications that SBC meets all of the requirements of Section 272 and the FCC’s associated rules implementing Section 272.  

SECTION 272(a) – SEPARATE AFFILIATE

7. Section 272(a)(1) of the Act requires that SBC provide originating in-region interLATA services only through one or more affiliates that “are separate from any operating company entity that is subject to the requirements of Section 251(c) [i.e., the BOCs]” and “meet the requirements of [Section 272(b)]”.

8. In addressing the restrictions contained in Section 272(a) in its Non-Accounting Safeguards Order, the FCC required that (1) international services be treated as interLATA services
 and (2) the in-region states of merged regional BOCs be treated as in-region states of each of the regional BOCs involved in the merger.

9. Pursuant to the FCC’s June 30, 2000 SBC Texas Order,
 SBCS is the SBC long distance 272 affiliate operating in Texas.  SBCS will be the SBC long distance 272 affiliate operating in Kansas and Oklahoma once 271 relief is granted for those states.  SBCS is operating in accordance with Section 272(a)(1) of the Act because SBCS is a separate corporate entity from SWBT and its other BOC and ILEC affiliates.  SBCS is a duly formed and existing corporation organized under the laws of the States of Delaware and Virginia.  Attachments A and B to this affidavit are SBCS’s articles of incorporation for Delaware and Virginia, respectively.  I have confirmed that SBCS is a wholly owned subsidiary of SBC, and is not a subsidiary of any SBC BOC or affiliated ILEC.  Furthermore, I have confirmed that SBCS owns no stock in an SBC BOC or affiliated ILEC, thus no SBC BOC or affiliated ILEC is a subsidiary of SBCS.  Also, no SBC BOC or affiliated ILEC, collectively or individually, owns stock of SBCS.

10. Prior to the merger of SBC and Pacific Telesis Group (“PTG”), SBC formed SBCS as a separate affiliate to provide in-region interLATA telecommunications services in the five-state territory of SWBT.
  Similarly, PTG formed Pacific Bell Communications (“PBCom”) as a separate affiliate to provide in-region interLATA telecommunications services in the territories of PBT and NBT.
 After the merger PBCom was dissolved as of December 30, 1998 and the assets and operations of PBCom were transferred to SBCS. 

11. Prior to the merger of SBC and Ameritech, Ameritech formed Ameritech Communications, Inc. (“ACI”), Ameritech Communications Inc. of Illinois (“ACoI”) and Ameritech Communications Inc. of Wisconsin (“ACoW”) to be the separate affiliates to provide in-region interLATA telecommunications services in the Ameritech states.
 The SBC and Ameritech merger was consummated on October 8, 1999.  Now, ACI, ACoW and ACoI are also separate 272 affiliates of SBC BOCs and its affiliated ILECs and are operating in accordance with Section 272(a)(1) of the Act because they are separate corporate entities from SWBT and its other BOC and ILEC affiliates. ACI, ACoW and ACoI are duly formed and existing corporations organized under the laws of the State of Delaware.  I have verified that Attachments A, B and C of the Affidavit of Patrick J. Earley that is included as Attachment P to my affidavit are the articles of incorporation for Delaware for ACI, ACoI and ACoW, respectively.  I have also confirmed that neither the AOCs nor any other of the SBC BOCs and affiliated ILECs own any stock of ACI, ACoI or ACoW and correspondingly, none of ACI, ACoI and ACoW own any stock of the AOCs or other SBC BOCs or affiliated ILECs.

12. While ACI, ACoW and ACoI will not provide services in Kansas and Oklahoma pursuant to SBC’s application in this proceeding, ACI and ACoI do currently provide incidental interLATA information services in Illinois.  ACI also provides services to an unaffiliated cellular provider.  SBCS currently does not provide interLATA information services. 

13. In Kansas and Oklahoma, SBCS will primarily do business as Southwestern Bell Long Distance, as SBCS does in Texas presently.  Specifically, SBCS will use the d/b/a SBLD for its customers who reside in Kansas and Oklahoma.  In addition, the Southwestern Bell Long Distance will be used in Kansas and Oklahoma for SBCS’s customers who reside in SWBT’s other three states and use SBCS’s services while traveling in Kansas and Oklahoma.  In certain situations, SBCS will also do business in Kansas and Oklahoma as Pacific Bell Long Distance (“PBLD”) and Nevada Bell Long Distance (“NBLD”).  Specifically, the d/b/a PBLD will be used in Kansas and Oklahoma only for SBCS’s customers who reside in California and use SBCS’s services while traveling in Kansas and Oklahoma.  Similarly, the d/b/a NBLD will be used in Kansas and Oklahoma only for SBCS’s customers who reside in Nevada and use SBCS’s services while traveling within Kansas and Oklahoma.  SBCLD will be used in Kansas and Oklahoma for SBCS’s customers who reside in out-of-region status and use SBCS’s services while traveling within Kansas and Oklahoma.  The d/b/a that SBCS will use in the state of Kansas and Oklahoma for SBCS’s customers who reside in one of the Ameritech states has not been determined. 

14. Section 272(a)(1)(B) of the Act requires compliance with the requirements of Section 272(b).  My affidavit describes below how SBCS, ACI, ACoW and ACoI are operating in accordance with this subsection.

15. The services to be provided by SBCS are consistent with Section 272(a)(2) of the Act.  SBCS currently does not provide originating in-region interLATA telecommunications services in any state other than Texas, and will not provide these services in any such in-region state until they receive the necessary authorization to do so.  Once SBCS receives this authorization, the originating in-region interLATA telecommunications services to be provided by SBCS will be offered in a manner consistent with Section 272(a) of the Act.  

16. SBCS currently provides out-of-region telecommunications services, as allowed by Section 272(a)(2) of the Act.  Specifically, SBCS provides out-of-region long distance service for SWBT’s calling card calls originated from locations other than SBC’s twelve in-region states.  SBCS does not provide any service for the calls originated inside SBC’s twelve in-region states, except for those calls originating in Texas.  When SWBT’s customers make such calls, SWBT provides the service for all intraLATA calls originated in SWBT’s territory, and Sprint provides the service for all other calls (except in Texas).  Other customers may use this same toll free access number (as is used for SWBT’s calling cards) for their alternately billed calls (i.e. collect or billed to third number calling).  Similar to SWBT’s calling card service, only those casual calls originated either in Texas or outside of SBC’s in-region states are provided by SBCS.  In addition, SBCS provides international calling services that do not originate in SBC’s twelve in-region states (except in Texas).  

17. SBCS also complies with the FCC’s requirements associated with Section 272(a) of the Act.  With regard to treating international services as interLATA services, SBCS currently does not provide originating in-region international services (except in Texas) and SBCS will not offer such services until it receives the necessary authorization to do so.  With regard to determining the in-region territory for merged BOCs, SBC’s current in-region states consist of SBC’s five pre-merger states (i.e., the five SWBT states), PTG’s two pre-merger states (i.e., California and Nevada) and Ameritech’s five pre-merger states (i.e., Illinois, Indiana, Michigan, Ohio, and Wisconsin).  SBC’s merger with SNET did not involve another BOC; therefore, with respect to the requirements of Section 272 of the Act, Connecticut is not an in-region state for SBC. 

SECTION 272(b)(1) – OPERATE INDEPENDENTLY

18. Section 272(b)(1) of the Act provides that the required separate affiliate “shall operate independently from the Bell operating company.”

19. In its Non-Accounting Safeguards Order, the FCC concluded that Section 272(b)(1) “imposes requirements beyond those listed in Sections 272(b)(2)-(5).”
  The FCC further concluded that those specific additional requirements are:

a.
the BOC and its Section 272 affiliate are precluded from jointly owning transmission and switching facilities, as well as the land or buildings where those facilities are located;

b.
a Section 272 affiliate is precluded from performing network operating, installation, and maintenance (“OI&M”) functions associated with the BOC’s transmission and switching facilities; and

c.
a BOC or any other non-Section 272 affiliate is precluded from performing network OI&M functions associated with the transmission and switching facilities that the Section 272 affiliate owns or leases from a provider other than the BOC with which it is affiliated.

20. SBCS, ACI, ACoW and ACoI operate independently from their BOC affiliates, as required by Section 272(b)(1) of the Act and the FCC’s related orders.  In particular, I have conducted examinations of SBCS’s records to address the use of joint land, central office and switching facilities as well as the use of separate books between SBCS and SWBT.  I have examined the accounting records of SBCS with its Comptroller and found no joint ownership of land, buildings, transmission or switching equipment between SBCS and SWBT.  Specifically, I have reviewed SBCS’s fixed asset detail report as of July 2000 and have identified all land, buildings, transmission and switching equipment on the SBCS books and records.  I have reviewed the invoice and/or bill of sale for all items in these categories and verified that SBCS maintains 100% ownership of these assets.   Therefore, SBCS and SWBT do not have any jointly owned land, buildings, switching or transmission equipment.

21. ACI, ACoW and ACoI do not jointly own telecommunications transmission or switching facilities, or the land and buildings in which such facilities are located with their BOC affiliates.  I have verified with the finance organization for ACI, ACoW and ACoI that these accounting controls remain in place.

22. SBCS is not providing, and will not provide, for as long as Section 272 requires, OI&M services in connection with its BOC affiliates’ transmission and switching facilities.  

23. SBCS does not receive, and will not receive, for as long as Section 272 requires, OI&M services from its BOC affiliates or any non-Section 272 affiliate of the BOCs for transmission and switching facilities owned or leased by SBCS. 

24. Initially, SBCS plans to provide its own in-region interLATA long distance products and services in Kansas and Oklahoma primarily by reselling wholesale network services obtained from one or more unaffiliated carriers.  The unaffiliated carrier(s) will perform the OI&M functions on its own transmission and switching facilities.  As economics warrant, SBCS may acquire and use its own facilities in Kansas and Oklahoma to provide interLATA services and products.  Even if SBCS owns no facilities in Kansas and Oklahoma initially, its network operations personnel will function in accordance with Section 272(b)(1) of the Act and the FCC’s implementing rules.
 

25. The FCC did not preclude the SBC Section 272 companies and its affiliated BOCs from providing telecommunications services to one another.
  For example, if SBCS obtains a tariffed exchange service or exchange access service from an affiliated BOC, the BOC is allowed to continue to provide the OI&M functions on its own network used to provide that service to SBCS.  Likewise, if an affiliated BOC were to obtain a long distance service from SBCS, then SBCS or its unaffiliated, underlying carrier(s) would be allowed to provide the OI&M functions on the facilities used to provide that service.

26. The Affidavit of John Muhs, which is included as an attachment to the affidavit of Linda Yohe, addresses ACI, ACoW and ACoI’s compliance with the requirements of Section 272(b)(1) of the Act and the FCC’s associated rules to operate independently. 
SECTION 272(b)(2) – SEPARATE BOOKS, RECORDS, AND ACCOUNTS

27. Section 272(b)(2) of the Act provides that the required separate affiliate “shall maintain books, records, and accounts in the manner prescribed by the Commission which shall be separate from [those] maintained by the Bell operating company of which it is an affiliate.”

28. In addition to the Act’s requirement for separate books, records, and accounts, the FCC stated that these separate books, records, and accounts must be maintained in accordance with Generally Accepted Accounting Principles (“GAAP”).  The FCC did not impose the Part 32 accounting systems on the Section 272 affiliate.

29. SBCS is operating in accordance with Section 272(b)(2) of the Act.  The SBCS employees who make up its accounting and finance staff are located in Pleasanton, California and are physically separated from SBCS’s affiliated BOCs.  SBCS maintains its own general ledger and fixed assets records on a separate system that is only shared by other non-BOC affiliates.  SBCS creates, enters, reviews, and approves its own journal entries; enters and maintains its own fixed asset records.  While SBCS and certain SBC BOCs share the same system used for accounts payable, SBCS enters its own accounts payable vouchers.  Furthermore, security measures ensure that SBCS does not have access to any of its BOC affiliates’ account payable records, nor do any of the BOC affiliates have access to SBCS’s accounts payable records. SBCS also creates its own financial statements for each other’s internal and corporate use.

30. The Affidavit of Richard Shutter, which is included as an attachment to the affidavit of Kathleen Larkin, addresses ACI, ACoW and ACoI’s compliance with this requirement.

31. As permitted by the FCC’s Non-Accounting Safeguards Order,
 SWBT provides certain system administrative functions to SBCS in support of SBCS’s accounting processes.  These functions are covered by arms-length, nondiscriminatory affiliate agreements between SWBT and SBCS.  These functions include system administrative support for SBCS’s general ledger, fixed asset system, accounts payable, and treasury services.

32. Where SWBT performs systems administration functions for SBCS’s accounting processes, the security of SBCS’s accounting data is maintained by having all SBCS accounting data password protected and accessible only to SBCS employees and SWBT’s data base administrators.  As noted earlier, SBCS employees do not have any access to the accounting data of any of SBCS’s affiliated BOCs.

33. SBCS’s accounting and finance staff also performs its own budgeting and tracking of expense and capital; analysis of revenue and earnings performance; preparation of business plans; development and administration of cost accounting models; and development of financial requirements for customer billing systems.

34. SBCS maintains its books, records, and accounts in accordance with GAAP.  SBCS uses the same chart of accounts as other SBC non-BOC affiliates who maintain their books and records in accordance with GAAP. This chart of accounts is summarized in Attachment C to this affidavit.

35. SBCS’s books, records, and accounts are maintained by accounting professionals who are responsible for the accurate and fair presentation of SBCS’s financial statements in accordance with GAAP.  Also, SBCS’s books, records, and accounts are subject to internal audits conducted by SBC.  In addition, SBC is a publicly-held corporation, subject to federal securities statutes.  As such, it must report its financial activities in accordance with GAAP.  

36. As part of the independent audit of the consolidated financial statements of SBC and its subsidiaries for SBC’s 1999 Annual Report, the Senior Vice President – Finance (SBC Operations) certified that SBCS’s books and records were in conformity with GAAP.  SBC’s Annual Report includes a report from the independent auditors reporting that the audit assesses the accounting principles used by SBC and they conform to GAAP. 

SECTION 272(b)(3) – SEPARATE OFFICERS, DIRECTORS, AND EMPLOYEES

37. Section 272(b)(3) of the Act provides that the required separate affiliate “shall have separate officers, directors, and employees from the Bell operating company of which it is an affiliate.”

38. In its Non-Accounting Safeguards Order, the FCC concluded that “the section 272(b)(3) requirement that a BOC and a section 272 affiliate have separate officers, directors, and employees simply dictates that the same person may not simultaneously serve as an officer, director, or employee of both a BOC and its section 272 affiliate.”
  The FCC, through its orders or implementing rules, has not imposed any requirements related to officers, directors, employees, or the corporate reporting structure of a Section 272 affiliate and its affiliated BOCs that are not found in the Act.  In its Non-Accounting Safeguards Order, the FCC defined the requirements of Section 272(b)(3) as “extend[ing] only to the relationship between a BOC and its section 272 affiliate,” not to the relationship between SBCS and its parent or non-BOC affiliates.
  In its Ameritech Michigan Order, the FCC addressed corporate reporting structure in the context of Ameritech only having to establish a separate board of directors for its Section 272 affiliate.
  Further, in its Second BellSouth Louisiana Order, the FCC rejected the argument “that BellSouth fails to meet the ‘separate officers, directors, and employees’ requirement in section 272(b)(3) because BellSouth does not adequately explain the reporting structure of its officers.”
  The FCC added that  “[n]either the statute nor our implementing regulations require a BOC to outline the reporting structure of its [Section 272] affiliate’s Board of Directors.”

39. In regard to the sharing of administrative services, the FCC concluded that (1) a BOC may share such services with its Section 272 affiliate; (2) a Section 272 affiliate may share such services with its affiliated BOCs; and (3) the parent, a services affiliate, and an outside supplier may provide such services on a shared basis to both the Section 272 affiliate and its affiliated BOCs.
 

40. As required by the Act and the FCC’s related rules,
 no officer, director or employee of SBCS, ACI, AcoW, or ACoI is also an officer, director or employee of an SBCS affiliated BOC.  In addition, SBC has extended this requirement to the SNET and Woodbury affiliated ILECs.  For as long as the requirements of Section 272 remain applicable to SBCS, ACI, ACoW and ACoI, no officer, director or employee of these Section 272 companies will also be an officer, director or employee of their affiliated BOCs or ILECs. 

41. These requirements will continue to be satisfied in all future movement of employees, officers, or directors.  For example, if an SBCS director is moved to any position within an affiliated BOC, that person will not remain on SBCS’s board.  Similarly, if an officer of an affiliated BOC is placed on SBCS’s board, that person will cease to be employed by or serve as an officer of that BOC (or any other SBC BOC) while serving as an SBCS director.

42. In Attachments D through K to this affidavit I have updated the present director and officer information for SBCS, ACI, ACoW, ACoI and SWBT as well as its other affiliated BOCs and ILECs to demonstrate again that the SBC 272 companies are in compliance with this section of the Act.

43. Attachments D and E show the names of the present officers of SBCS, ACI, ACoW and ACoI, and the names and titles of the present officers of SBCS, ACI, ACoW and ACoI, respectively.  These boards operate as traditional corporate boards, providing governance to SBCS, ACI, ACoW and ACoI.  The Presidents of SBCS, ACI, ACoW and ACoI reports to these boards.  These officers make independent decisions for their companies, under the oversight of their respective boards of directors.

44. Attachments F through K provide the names of the present directors of SWBT, PBT, NBT, the AOCs, SNET and Woodbury Telephone Companies and the names and titles of the present officers of SWBT, PBT, NBT, the AOCs, SNET and Woodbury Telephone Companies.

45. Attachments D through K show that no officer or director of SBCS, ACI, ACoW nor ACoI is also an officer or director of any SBC BOC or affiliated ILEC.

46. In 1997, some SBCS employees were loaned to PBT under affiliate agreements.  These employees were later transferred to PBT, and the affiliate agreements for the loans were terminated.  Non-disclosure agreements were signed by these employees to prevent the sharing of non-public information between the companies.  SBCS’s current policy prohibits new loans of employees from SBCS to an affiliated BOC, or from an affiliated BOC to SBCS.  Attachment L to my affidavit is a copy of this policy.

SECTION 272(b)(4) – SEPARATE CREDIT ARRANGEMENTS

47. Section 272(b)(4) of the Act provides that the separate affiliate “may not obtain credit under any arrangement that would permit a creditor, upon default, to have recourse to the assets of the Bell operating company.”

48. The FCC’s Non-Accounting Safeguards Order interpreted the “any arrangement” language in this section of the Act not only to prohibit a Section 272 affiliate from entering into such an arrangement, but also to prohibit the parent or any non-Section 272 affiliate from co-signing any such arrangement with the Section 272 affiliate.

49. In accordance with the requirements of Section 272(b)(4) and the FCC’s Non-Accounting Safeguards Order, I have verified with the SBCS, ACI, ACoW and ACoI Treasurers that these companies have not entered into any contract or made any other arrangement that would allow a creditor to obtain recourse to its affiliated BOCs’ assets in the event of a default by one of them.  Also, I have verified that SBCS, ACI, ACoW and ACoI have not co-signed any contract or entered into any other arrangement with SBC or any other affiliate that would allow a creditor to obtain recourse to an SBC BOC’s or affiliated ILEC’s assets in the event of a default by SBCS.  Indeed, SBCS has not entered into any loans by itself or with any affiliate; all funding for SBCS is provided directly by its parent, SBC.  In addition, SBCS has not entered into any contracts or other arrangements with vendors that in any way allow recourse to its affiliated BOC’s assets.  For as long as Section 272 or applicable state or federal regulations remain in effect, SBCS does not plan to enter into any such arrangements.

SECTION 272(b)(5) – TRANSACTIONS CONDUCTED AT ARM’S LENGTH AND

PUBLICLY DISCLOSED

50. Section 272(b)(5) of the Act provides that the required separate affiliate “shall conduct all transactions with the Bell operating company of which it is an affiliate on an arm’s length basis with any such transactions reduced to writing and available for public inspection.” SBCS, ACI, ACoW and ACoI are currently and will be operating in accordance with Section 272(b)(5) and the related FCC orders.

51. The FCC has established specific requirements for Section 272(b)(5).  The affidavit of Kathleen Larkin addresses the FCC’s requirements for the arm’s length relationship for all transactions between SBCS and its affiliated BOCs, as well as the FCC’s requirements for the BOCs’ public disclosure of such transactions.  I will address the FCC’s requirements for SBCS’s public disclosure of these transactions.

52. The FCC’s Accounting Safeguards Order requires that all affiliate transactions between the Section 272 affiliate and its affiliated BOCs be posted by the Section 272 affiliate on the Internet within 10 days of the transaction.  The FCC requires such posting to provide, at a minimum, detailed descriptions of the services provided or assets transferred, and the terms and conditions under which those transactions occurred.
  This same FCC order stated that the affiliate transaction requirements apply to the sharing of a BOC’s in-house administrative services with its Section 272 affiliate.
  This order also stated that these requirements apply to “chain transactions” between the Section 272 affiliate and a non-BOC affiliate such as the parent or a shared services affiliate, where the product or service is ultimately provided to an affiliated BOC.

53. The FCC stated in its Ameritech Michigan Order that the mandatory public disclosure must include the rates for the services or assets, rather than just a statement of the valuation methods used to determine the rates.
  In its Ameritech Michigan Order, the FCC also clarified that the public disclosure need not be made “in the manner specified in the Accounting Safeguards Order prior to that order’s effective date” so long as the disclosure is made in some manner back to the effective date of the Act.
 

54. The FCC reaffirmed in its Second BellSouth Louisiana Order that the public disclosure must contain the substance, rates, terms, and conditions of the transactions.
  In that order, the FCC also specified that certain additional information about the transactions should be disclosed.  These additional requirements include the frequency of a recurring transaction; the approximate date of completion of a transaction; the quantity of assets transferred; and, for a service, the number and type of personnel, the level of expertise of such personnel, any special equipment used to provide the service, and the amount of time required to provide the service.
  In addition, this order stated that the Section 272 affiliate should put its Internet posting procedures, including the duration of posting, on the Internet site.
  The FCC then confirmed in its Second BellSouth Louisiana Order that transactions between the Section 272 affiliate and non-BOC affiliates do not require public disclosure.
  

55. The information posted by SBCS on its website (accessible through www.sbc.com) includes a summary and the full text of all affiliate agreements between SBCS and its affiliated BOCs and ILECs that were in effect on or after August 12, 1997.
 This information provides a description of the service or asset provided under the agreement, the terms and conditions and the rate(s) for the service.  SBCS postings are subject to removal from the Internet under procedures for expired agreements described below.  However, all Internet posting records are permanently maintained in a central file at SBCS’s headquarters location in Pleasanton, California.

56. The posted information contains a description of the service or asset provided under the agreement, the rate(s) for the service or asset, and the terms and conditions under which the service or asset is provided.  This posting includes, but is not limited to, non-tariffed services, tariffed services, asset transfers, and leases between SBCS and its affiliated BOCs and ILECs.

57. The following is a more-detailed description of the access to and layout of SBCS’s Internet posting.  This description may be followed visually in Attachment M, which is a copy of the screen images found on the Internet.  SBCS’s agreements with its affiliated BOCs are accessed by first selecting “Public Affairs” from the upper-left corner of the SBC homepage.  From the “Public Affairs” web page, the viewer selects “Regulatory Documents” in the list of “Quick Links” found on the right side of this web page.  From the “Regulatory Documents” web page, the viewer selects “Affiliate Agreements.”  From the “Affiliate Agreements” web page, the viewer selects the “Affiliate Agreements Between SBC’s Long Distance Affiliates and SBC’s Telephone Companies” link.  When that web page appears, the viewer finds introductory information about the posting of affiliate agreements, contact information for obtaining access to the BOCs’ central files of affiliate agreements with SBCS, and an explanation of the entity names used in the posted agreements.  This information is followed by an index that lists the categories of affiliate agreements.  The categories are based on the provider and recipient of the services or assets covered by the agreements (e.g., “Southwestern Bell Telephone Company – Southwestern Bell Communications Services, Inc.”).  Listed beneath each category are the links to the types of affiliate agreements applicable to that category (e.g., “Non-Tariffed Services”).  Clicking on one of these links takes the viewer to an alphabetical listing of the individual agreements of that type and category.  Clicking on any particular agreement in the alphabetical listing moves the viewer down the web page to a brief description of that agreement and a link to the full text of that agreement.  Clicking on the full-text link takes the viewer to a copy of the entire agreement.  

58. Some of the affiliate contracts posted on the Internet still bear the name PBCom although PBCom subsequently was dissolved. As shown in the status posted on the Internet, these PBCom contracts have been assigned to SBCS. 

59. Rates for the affiliate agreements are determined in accordance with the FCC’s affiliate transaction rules, as explained in the affidavit of Kathleen Larkin.  Although nearly all posted agreements do contain rates, a few currently do not.  This occurs where an agreement is executed well before the actual service is provided by the BOC, and the rate has not yet been determined.  In such instances, this situation will be explained in the initial Internet posting; the rate will be added later to the posting as soon as it has been determined.

60. SBCS has not posted for public viewing on the Internet the billing details about individual occurrences of services provided pursuant to its agreements with affiliated BOCs and ILECs.  Such details and the periodic billing issued under these agreements are highly confidential and competitively sensitive SBCS data.  Public disclosure of this data would reveal information about SBCS’s business strategies and cost structure, and therefore would cause substantial and unwarranted harm to SBCS’s competitive position.  SBCS, SWBT, PBT, NBT and affiliated ILECs make the billing detail for the posted agreements available under a non-disclosure agreement to interested parties at the central file locations at the headquarters of these BOCs and affiliated ILECs.  This billing detail shows the actual quantities and dollar amounts for the services provided.  

61. The confidential billing detail will also be made available to the appropriate parties for audit purposes.  Section 272(d) of the Act provides for audits of SBCS and its affiliated BOCs to verify Section 272 compliance.  This section of the Act allows for independent auditors, the FCC, and state regulators, but not SBCS’s competitors, to have access to the financial data and records “necessary to verify transactions.”  Section 272(d)(3)(C) of the Act addresses the state regulators’ role in protecting this confidential information, thus showing Congress’ intention that the information not otherwise be disclosed publicly under Section 272 of the Act.

62. In its Accounting Safeguards Order, the FCC acknowledged its obligation to protect confidential information, stating “[w]hile section 272(b)(5) requires BOCs to reduce their transactions to writing and make them ‘available for public inspection,’ we will continue to protect the confidential information of BOCs.”
  Consistent with that promise, SBCS has properly protected its confidential information from worldwide public disclosure via the Internet. 

63. In compliance with the FCC’s Second BellSouth Louisiana Order, the information posted on the Internet includes the quantity of any assets transferred between SBCS and its affiliated BOCs.
  No asset transfers are currently posted on the Internet because none have occurred within the past 12 months.  Previous asset transfer postings were removed from the website under the SBCS removal procedures described later in my affidavit.

64. In compliance with the FCC’s Second BellSouth Louisiana Order, SBCS posts other information relevant to each agreement.
  If an agreement has been completed (i.e., if it has been terminated or if it covered a single transaction that is finished), SBCS has posted the completion date adjacent to the summary description of the agreement.  SBCS has also shown, adjacent to the summary description, the states where SBCS’s operations are supported by the agreement and the pricing methodology used by the BOC to price the service or asset.  In addition, SBCS has posted two schedules of supplemental information; the first shows the frequency with which services are provided under each agreement (e.g., daily, monthly), and the second shows information about the personnel involved in providing services under each agreement (where applicable). 

65. SBCS’s disclosure of affiliate agreements on the Internet allows unaffiliated entities to be assured they can receive the same services or assets on a non-discriminatory basis (i.e., under the same rates, terms, and conditions as SBCS).  As explained previously, the full text of each agreement is posted on the Internet.  This provides any unaffiliated entity visiting SBC’s Internet web site the opportunity to review a description of the service or asset provided, the rate (or rates) associated with the service or asset, and all of the terms and conditions under which SBCS obtains that service or asset.  Thus, an unaffiliated entity has access to the necessary information from SBCS to make an informed purchasing decision.  In addition, if an unaffiliated entity wants to review the highly confidential billing information to be sure that the amounts billed to SBCS for the service or asset match the rates quoted in the agreement, such information is available for inspection, under a protective agreement, at the headquarters locations of SWBT, PBT, NBT or the affiliated ILEC.  

66. The rates billed for services and assets actually provided to SBCS by its affiliated BOCs are the same as those that appear in the agreements executed by SBCS and its affiliated BOCs, and are posted to the Internet by SBCS.

67. As explained in the affidavit of Kathleen Larkin (App. A, Tab 20), SBCS’s and its affiliated BOCs’ Internet disclosure is also sufficiently detailed to allow the FCC to evaluate compliance with its Accounting Safeguards Order.
  The only additional information that the confidential billing detail provides is whether the billed dollars are calculated correctly as the number of units multiplied by the rate for each unit.  This additional billing information is available to the FCC or a state commission from SBCS’s affiliated BOCs or ILECs.

68. In accordance with FCC’s requirement,
 SBCS has posted on its Internet Webster all affiliate agreements that were effective on or after August 12, 1997, the effective date of the regulations mandated in the FCC’s Accounting Safeguards Order.  SBC also has satisfied the FCC’s requirement
 for public disclosure back to February 8, 1996 (the date of enactment of the Act) through the disclosure made at the headquarters locations of SBCS’s affiliated BOCs, as discussed in the affidavit of Kathleen Larkin.

69. As previously noted earlier in my affidavit, the FCC disclosure requirements also apply to chain transactions between a Section 272 affiliate and its non-BOC affiliate where the product or service is ultimately provided to an affiliated BOC.  SBCS and its affiliated BOCs have avoided instances of chaining by establishing direct agreements between SBCS and SWBT, PBT, NBT or affiliated ILEC where a transaction through a non-BOC affiliate might have otherwise existed.

70. In accordance with the FCC’s Accounting Safeguards Order, SBCS posts a new agreement to the Internet within 10 calendar days of the transaction.

71. For as long as an agreement remains active, it is not removed from the Internet.  An agreement that has been completed (i.e., it has been terminated or it covered a single transaction) or replaced remains on the Internet for one year following the effective date of the completion or replacement.

72. During the year following the termination of an agreement, the status “Terminated effective (date)” is posted adjacent to the link to the terminated agreement.  Similarly, during the year following a single transaction that is completed, the status “Singular Transaction on (date)” is posted adjacent to the link to that agreement.  If an agreement has been replaced by a newer version, the link to the new version and the full text of the new version are added to the posting.  The status “Active” is posted adjacent to the link to the new version.  During the year following the replacement, the status “Superceded” is posted adjacent to the link to the replaced version.

73. As of March 1, 2000, SBCS had removed 192 agreements (i.e., contracts or pricing addenda) from the Internet because they were completed or replaced more than one year ago.  However, as I previously stated, all Internet posting records are permanently maintained in a central file at SBCS’s headquarters location in Pleasanton, California. 

74. SBCS’s disclosure of affiliate agreements on the Internet is consistent with the paper disclosures made at the headquarters locations of SWBT, PBT, NBT or other affiliated ILEC.  The only differences between the disclosures on the Internet and at the BOCs’ headquarters locations have been previously discussed in my affidavit.  In summary, these differences are: (1) the Internet posting goes back to the effective date of the FCC’s Accounting Safeguards Order, whereas the BOCs’ central file disclosures dates back to enactment of the Act; (2) agreements are removed from the Internet one year after completion or replacement, whereas agreements are not removed from the BOCs’ headquarters locations; and (3) the Internet posting does not include confidential billing detail, which is available at the BOCs’ headquarters locations under a non-disclosure agreement.

75. Attachment N to this affidavit is a copy of SBCS’s methods and procedures for Internet posting.  This documentation is used by SBCS to ensure ongoing compliance with all applicable requirements.  In addition, an on-line copy of this document may be accessed from the previously described web page titled “Agreements Between SBC’s Long Distance Affiliates and SBC’s Telephone Companies,” in compliance with the FCC’s Second BellSouth Louisiana Order.

76. SBC has implemented internal training to ensure compliance with the requirements of Section 272 of the Act, including Section 272(b)(5), throughout the corporation.  The affidavit of Linda Yohe addresses this training.  SBCS considers this training to be so critical that it has established a policy for mandatory Section 272 compliance training.  Attachment O is a copy of this policy. 

77. SBCS has also distributed to its management employees summaries of Section 272 of the Act and applicable FCC requirements.  Employees will also be informed of future applicable modifications to the Act or FCC requirements.  

78. I have verified that the above materials are provided to new management employees of the Section 272 affiliates and to those who transfer into the affiliates at the time they assume their new responsibilities.

SECTION 272(d) – BIENNIAL AUDITS

79. Section 272(d)(1) of the Act requires that a company required to operate a separate affiliate under Section 272 “shall obtain and pay for a joint Federal/State audit every 2 years conducted by an independent auditor to determine whether such company has complied with this section, and the regulations promulgated under this section.”  In addition, Sections 272(d)(2)-(3) of the Act require that the results of these audits, as well as the associated company records and the independent auditor’s workpapers, shall be made available to the FCC and state commissions.

80. In its Accounting Safeguards Order, the FCC addressed the scope, timing, and conduct of the biennial audits.

81. SBCS, ACI, ACoW and ACoI will comply with Section 272(d) of the Act and related FCC requirements through its participation in these audits.

SECTION 272(g) – JOINT MARKETING

82. Section 272(g)(1) of the Act provides that SBCS, ACI, ACoI and ACoW “may not market or sell telephone exchange services provided by the Bell operating company unless [the BOC] permits other entities offering the same or similar service  [as these Section  272 affiliates] to market and sell [the BOC’s] telephone exchange services.”

83. In its Non-Accounting Safeguards Order, the FCC stated that “no regulations are necessary to implement section 272(g)(1).”

84. SBCS operates in accordance with section 272(g)(1) of the Act with respect to its Texas operations.  Once SBCS receives long distance authorization in Kansas and/or Oklahoma, SBCS will operate in accordance with section 272(g)(1) with respect to Kansas and Oklahoma, respectively.  For example, if SBCS decides to market or sell telephone exchange services provided by its BOC affiliates in addition to marketing and selling its own interLATA telecommunications services in Kansas and/or Oklahoma, SBCS will not do so unless the SBC BOCs have given SBCS assurance that the SBC BOCs have met their obligations under Section 272(g)(1) of the Act.

85. SBCS’s plans related to marketing information services in Kansas and Oklahoma have not been finalized yet.  However, if SBCS markets information services, it will do so after receiving assurance that the BOCs will meet their obligations under Section 272(g)(1) in accordance with the FCC’s related orders.
 

86. Section 272(g)(2) of the Act provides that “[the BOC] may not market or sell interLATA service provided by [its Section 272 affiliate] within any of its in-region States until such company is authorized to provide interLATA services in such State under section 271(d).”

87. In its Non-Accounting Safeguards Order, the FCC stated that “no regulations are necessary to implement section 272(g)(2).”

88. As described in the affidavit of Linda Yohe, SWBT will joint market SBCS’s services in Kansas and Oklahoma only after authority under Section 271(d) has been received.  This joint marketing will be in accordance with the approach permitted by the FCC’s BellSouth South Carolina Order.
  

89. Section 272(g)(3) of the Act provides that the “joint marketing and sale of services permitted under [272(g)] shall not be considered to violate the nondiscrimination provisions of [272(c)].”

90. The FCC concluded in its Non-Accounting Safeguards Order that the BOC’s participation in the planning, design, and development of a Section 272 affiliate’s offerings is not within the scope of Section 272(g)(3) exemption.
  However, if SBCS obtains such services from its affiliated BOCs, it will do so after receiving assurance that the SBC BOCs will meet their obligations under Section 272(c) in accordance with the FCC’s related orders on nondiscriminatory safeguards.
  These obligations include making available to non-affiliated entities any planning, design or development activities that are provided by SBC BOCs for SBCS services. 

CONCLUSION

91. As demonstrated above and in the referenced Ameritech affidavits, SBCS and its Ameritech Section 272 affiliates are operating in accordance with, and will continue to comply with, to the extent applicable, each of the relevant subsections of Section 272 of the Act, and with all of the related FCC rules in carrying out the authorization requested in this Application.

This concludes my affidavit.

I declare under penalty of perjury that the foregoing is true and correct to the best of my knowledge.


    Executed on __________________, 2000.








____________________________________








    Joe Carrisalez








    Director-Regulatory


STATE OF CALIFORNIA


COUNTY OF ALAMEDA


Subscribed and sworn before me


This _______ day of _______________, 2000


_______________________________
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