
UNITED STATES BANKRUPTCY COURT 
SOUTHERN DISTRICT OF NEW YORK 
__________________________________________ 
       : 
In re:       : Chapter 11 
       :  
ALLEGIANCE TELECOM, INC., et al.,  : Case No. 03-13057 (RDD) 
       :  
     Debtors. : (Jointly Administered) 
__________________________________________: 
 

 
DECLARATION OF SHAROLYN ANN HESSENTHALER IN SUPPORT OF OBJECTION 

OF THE TELEPHONE OPERATING COMPANY SUBSIDIARIES OF VERIZON 
COMMUNCIATIONS INC. TO DEBTORS’ EMERGENCY MOTION FOR ORDER 

COMPELLING VERIZON TO EXECUTE NEW AGREEMENTS 
 

 I, Sharolyn Ann Hessenthaler, depose and say: 
 
 1.  I am the Vice President, Wholesale Finance, Billing and Collections of Verizon 

Communications Inc. (“VCI”).  My responsibilities include the supervision and oversight of 

those VCI employees in the finance area that support the wholesale line of business and handle 

accounts of competitive local exchange carriers (“CLECs”) and other telecommunications 

companies that file for bankruptcy.  I have been employed by VCI or affiliated or predecessor 

companies for 19 years. 

2.  I provide this Declaration in support of the Objection of the Telephone Company 

Subsidiaries of Verizon Communications Inc. to Debtors’ Emergency Motion for Order 

Compelling Verizon to Execute New Agreements. 

 3.  Since 1996, the telephone operating company subsidiaries of Verizon 

Communications Inc. (“Verizon”) have been creditors in approximately 160 Chapter 11 and 

Chapter 7 cases involving CLECs and other telecommunications companies.  In the vast majority 

of those cases, except where such debtors have liquidated or exited the relevant markets, the 

debtors have assumed (and, in some instances involving sales, assumed and assigned) 
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interconnection agreements, contractual arrangements by tariff and/or other contracts with 

Verizon.  The following is a partial list of such cases, in each of which Verizon obtained 

payment in cure of the defaults under one or more assumed contracts:  

In re WorldCom, Inc., 02-13533 (Bankr. S.D.N.Y.); In re Global Crossing Ltd., 

02-40188 (Bankr. S.D.N.Y.); In re CTC Communications Group, Inc., CTC 

Communications Corp., CTC Communications of Virginia, Inc., and CTC 

Communications Leasing Group, 02-12873 (Bankr. D. Del.); In re Network Plus 

Corp., 02-10341 (Bankr. D. Del.); In re Network Access Solutions Corp. & 

NASOP, Inc., 02-11611 and 02-11612 (Bankr. D. Del.); In re Adelphia Business 

Solutions, Inc., 02-11389 (Bankr. S.D.N.Y.); In re Arch Wireless, Inc., 01-47330 

(Bankr. D. Mass.); In re ATS Telecomms. Systems, Inc., 01-33453 (Bankr. S.D. 

Tex.); In re Cable & Wireless USA, Inc., 03-13711 (Bankr. D. Del.); In re EXDS, 

Inc. (f/k/a Exodus Communications, Inc.), 01-10539 (Bankr. D. Del.); In re 

FastNet Corporation, 03-23143 (Bankr. E.D. Pa.); In re Focal Communications 

Corp., 02-13709 (Bankr. D. Del.); In re Genuity Inc., 02-43558 (Bankr. 

S.D.N.Y.); In re Logix Communications Corp. and Logix Communications 

Enters., Inc., 02-32105 and 02-32106 (Bankr. S.D. Tex); In re Mpower Holding 

Corporation, 02-11046 (Bankr. D. Del.); In re Northpoint Communications 

Group, Inc., 01-30127 (Bankr. N.D. Cal.); In re Plan B Communications, Inc., 01-

11443 (Bankr. S.D.N.Y.); In re Telscape Int’l., Inc., 01-1563 (Bankr. D. Del.); In 

re PSINet Inc., 01-13213 (Bankr. S.D.N.Y.); In re Rhythms NetConnections Inc., 

01-14283 (Bankr. S.D.N.Y.); In re RSL COM PrimeCall, Inc. and RSL COM 

U.S.A., Inc., 01-11457 and 01-11469 (Bankr. S.D.N.Y.); In re Teligent, Inc., 01-



 3

12974 (Bankr. S.D.N.Y.); In re TSR Wireless, LLC, 00-41857 and 00-41858 

(Bankr. D.N.J.); In re Usinternetworking, Inc., 02-50215 (Bankr. D. Md.); In re 

World Access, Inc., 01-1286 (Bankr. D. Del.). 

 4.  In many of these cases, the initial term of the relevant interconnection or other 

agreements had expired, either during the bankruptcy proceedings or before.  The debtors 

nevertheless assumed (or assumed and assigned) the agreements, which remained in effect under 

various forms of “evergreen” contractual provisions.  Attached hereto as Exhibit A is the motion 

(which Judge Gonzalez approved) filed in the WorldCom bankruptcy cases by the debtors 

therein to assume interconnection, tariff and other agreements with Verizon (those debtors had 

previously obtained court approval to assume two other sets of agreements with Verizon.  As 

reflected therein, the debtors in those cases paid Verizon $60 million in cash in cures (they had 

previously obtained court approval to assume two other sets of agreements and had already paid 

Verizon an additional approximately $60 million in cash cures) and also paid Verizon through 

set-off another $376.5 million. 

 5.  Verizon and the Allegiance Debtors are parties to interconnection agreements in 

various jurisdictions, including the four that are the subject of the Allegiance Debtors’ 

“Emergency Motion”:  Maryland, New York, Pennsylvania and the District of Columbia.  Each 

of those agreements permits the Allegiance Debtors to “interconnect” with Verizon’s network, 

lease Verizon facilities, and resell Verizon services.  Each month Verizon provides 

telecommunications services and facilities worth millions of dollars to the Allegiance Debtors 

under these agreements.  Like the interconnection agreements at issue in the numerous other 

cases discussed above, each of these agreements specifies an initial term, after which the 

agreement may be terminated.  But, as is typical with interconnection agreements, each of these 
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agreements also has an “evergreen” provision that provides for the agreement to continue even 

after the initial term expires unless and until the agreement is terminated.  Indeed, some provide 

that, even after a notice of termination is sent and becomes effective, the agreement may 

continue to govern any services and facilities that continue to be provided. 

 6.  Throughout this bankruptcy case, the Allegiance Debtors have continued to treat their 

interconnection and other agreements with Verizon as in effect.  They have continued to request 

and obtain services and facilities from Verizon every month – the Allegiance Debtors’ average 

monthly payable to Verizon is currently around $6.2 million.  Indeed, they have frequently 

ordered new services and facilities or changes in services and facilities, and Verizon has 

completed these orders.  These continued requests for the same, new and/or changed services and 

facilities have included the four jurisdictions at issue.  Moreover, the Allegiance Debtors have 

continued to charge Verizon “reciprocal compensation” under these agreements, which would 

not otherwise be payable in the absence of an effective interconnection agreement. 

 7.  I understand that, in this case, the Allegiance Debtors are asserting that they have the 

right to adopt new interconnection agreements with Verizon in the four jurisdictions at issue 

(Maryland, New York, Pennsylvania and the District of Columbia) without having their existing 

debts to Verizon under the pre-existing interconnection agreements with Verizon in those same 

jurisdictions paid or transferred to the new agreements – i.e., without assuming the pre-existing 

agreements and curing the defaults thereunder.  I also understand that the Allegiance Debtors are 

asserting that they would be entitled under the new agreements to all the same services and 

facilities that they ordered and Verizon provisioned under the pre-existing agreements.  To my 

knowledge, no other telecommunications company in bankruptcy has previously taken this 
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position with Verizon.  The approach that the Allegiance Debtors have taken is, to my 

knowledge, unprecedented.  

 8.  The Allegiance Debtors first notified Verizon that they wanted to adopt new 

interconnection agreements in any of the four jurisdictions at issue in September 2003, some 

eight months ago.  Verizon responded in writing that it would consent to each such adoption 

provided that (in addition to certain other terms) the Debtors executed an adoption letter 

specifying that “the monetary obligations of the parties to one another under the [existing 

agreement] shall remain in full force and effect and shall constitute monetary obligations of the 

parties under the [new, restated agreement].”  Copies of those letters are attached hereto as 

Exhibit B.  This is standard language in such adoption letters (indeed, it also appears in the 

template for the standard Verizon interconnection agreement with CLECs), and many other 

CLECs (including at least one in bankruptcy) have agreed to it.   

9.  Indeed, this language is consistent with the history between the parties.  Before the 

Allegiance Debtors filed for bankruptcy, they adopted different interconnection agreements with 

Verizon from time to time.  In these situations, by agreement of the parties, the Allegiance 

Debtors’ outstanding obligations to Verizon for services and facilities provided under the “old” 

agreement, as well those service and facilities, were effectively “transferred” to the “new” 

agreement. 

10.  The Allegiance Debtors have now refused to do so, however.  Instead, they have 

commenced proceedings before the Public Service Commissions in Maryland and the District of 

Columbia.  Copies of its petitions are attached hereto as Exhibit C.  Verizon’s initial responses 

are attached to the Allegiance Debtors’ Emergency Motion.  The parties have also filed 

additional papers, and the Maryland Public Service Commission has requested additional 
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submissions, and has scheduled a hearing for June 9, 2004.  To my knowledge, the Allegiance 

Debtors have not filed any application for adoption in either New York or Pennsylvania. 
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I declare under penalty of perjury that the foregoing is true and correct to the best of my 

knowledge, information and belief.   

Executed on May 20, 2004.  

 

     /s/ Sharolyn Ann Hessenthaler 
Sharolyn Ann Hessenthaler 
























































































