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BeldSouth Telecommunications, Inc .y 1
150 South Monroe Street AL 2 AU

Tallshassee, Flonda 32301
(305) J4T-5558

November 13, 1998

Mrs. Blanca S. Bayd

Director, Division of Records and Reporting
Florida Public Service Commission

2540 Shumard Oak Boulevard

Tallahassee, FL 323898-0850 [?go 006 - PU
RE: Data Request regarding Advanced Telecommunications Services

Dear Ms. Bayé:

Enclosed is an original and fifteen copies of BellSouth
Telecommunications, Inc.'s Request for Specified Confidential Classification far
its Responses to Staffs Data Requests regarding Advanced
Telecommunications Services, which we ask that you file in the above-captioned
matier.

A copy of this letter is enclosed. Please mark it to indicate that the
original was filed and return the copy to me. Copies have been served to the
parties shown on the attached Cerlificate of Service.
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CERTIFICATE OF SERVICE
Data Requests regarding Advanced Telecommunications Services

| HEREBY CERTIFY that a true and correct copy of the foregoing was served by
Hand-delivery this 13th day of November, 1898 to the following:

Walter D'Haeseleer

Director

Division of Communications

Florida Public Service
Commission

2540 Shumard Oak Boulevard

Tallahassee, FL 32390-0850

NancyB. White U’ﬂj




BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In Re: Data Request regarding Advanced ) Undockeled

Telecommunicatons Services )
) Filed: November 13, 1998

BELLSOUTH TELECOMMUNICATIONS, INC.'S
REQUEST FOR SPECIFIED CONFIDENTIAL CLASSIFICATION

BellSouth Telecommunications, Inc. ("BellSouth® or “Company”), hereby
files, pursuant to Rule 25-22.006, Florida Administrative Code, its Request For
Specified Confidential Classification, and states the following

1. On November 13, 1888, BellSouth filed its Responses to Staff's
Data Request regarding Advanced Telecommunications Services. In order to
allow Staff to have copies of certain documents, specifically those produced in
response to Item No. 5, BellSouth is now filing a Request for Confidential
Classification for these documents, which contain information considered to be
confidential and proprietary to BellSouth.

2. BellSouth is filing a Request for Confidential Classification for the
subject information because the information contained in these documents is
proprietary to BellSouth and includes information containing, among other things,
marketing strategies and confidential business infoimation.

3. BellSouth has appended to this Request for Confidential
Classification as Attachment A a listing of the location of the information
designated by BellSouth as confidential.

4. Appended hereto as Attachment B is two copies of the requested

documents with the confidential information deleted.
DOCUMENT NUMEFR-DATE
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5. Appended hereto as Attachment C is a sealed envelope containing
one copy of the documents including the material which is confidential and
proprietary.

6. The requested documents contain information considered to be
confidential and proprietary to BeliSouth, and includes information containing,
among other things, marketing strategies and confidential business informaltion.
A more specific description of this information is contained in Attachment A
Public disclosure of this information would provide BallSouth's competitors with
an unfair advantage. This same information on competitors is not available to
BellSouth. This information is valuable, it is used by BellSouth in conducting its
business and BellSouth strives to keep it secret. Therefore, such information
should be classified as proprietary, confidential business information pursuant to
Section 364.183(3)(e), Florida Statutes. Accordingly, it should be held exempt
from the public disclosure requirements of Section 119.07. Florida Statutes.

7 BellSouth has treated and intends to continue to treat the
information for which confidential classification is sought as private, and this
information has not been generally disclosed.

8. The original of this Notice has been filed with the Division of
Records and Reporting, and a copy has been served on the Division requesting
the information,

WHEREFORE, based on the foregoing, BellSouth moves the Commission

to enter an order declaring the information described above to be confidential,

bad




proprietary business information that is not subject to public disclosure.

Respectfully submitted this 13th day of November, 1998.
BELLSOUTH TELECOMMUNICATIONS, INC

Wy

NANCY B. WHI ﬁu}

c/o Nancy Sims

150 South Monroe Street, Suite 400
Tallahassee, Florida 32301

(305) 347-5558

U{Eé(m . Z{fzﬂﬁﬁg /:5
WILLIAM J. ELLENBERG Il ( /

675 W. Peachtree Street
Suite 4300

Atlanta, Georgia 30375
(404) 335-0711




REQUEST:

RESPONSE:

BellSouth Teleccmmunications, Inc.
FPSC Staff's Data Requests

Dated:; October 19, 1968

ltem No. 1

Page 1 of 2

Please outline your current deployment of advanced, high-speed
data services targeted towards the residential and small business
market (e.g., cable modems, xDSL services elc.). Include: both
intrastate and interstate services, the exchaiges in which the
sefvice or services are currently available, exchanges whe: 2 the
services will be available within the next year, the number ¢’
subscribers, and recurring and nonrecurring charges for the
service(s). If no intrastate services are being offered, please
explain why not.

On September 3, 1898, BellSouth Telecommunications, Inz
("BellSouth”) began deployment of ADSL in 7 cities.

Atlanta
Birmingham
Raleigh

New Orleans
Charlotte
Jacksonville
Ft Lauderdale

BellSouth intends to deploy ADSL in 23 additional metropolitan
areas in 19989 including Daytona Beach, Melbourne, Orlando,
Miami, Pensacola and West Palm Beach. See Attachment 1 for
deployment by wire centers. Also, see Attachment 2 for
anticipated roll-out.

BellSouth ADSL service is targeted at Network Service Providers
(NSPs) such as Internet Service Providers which will purchase
this service and bundle it with their applications (i.e. internet
access) and sell the resulling service as their own.




BellSouth Telecommunications, Inc.
FPSC Staff's Data Requests

Dated: October 19, 1998

Item No. 1

Page 2 of 2

RESPONSE (CONT'D):

BellSouth is not currently offering ADSL as an intrastate service.
Rather, BellSouth tariffed ADSL service in the interstate tariff
because the anticipated application is internet access. Internet
access is jurisdictionally interstate. In GTE Telephone Operating
Cos., GTOC Tariff No. 1, GTOC Transmittal No. 1148,
Memorandum Opinion and Order, CC Dkt. 98-79, FCC 08-292
(rel. Oct. 30, 1998), 1 16, the FCC recently determined thal GTE's
ADSL service offering, which is substantially the same as that of
BellSouth, “is an interstate service that is properly tariffed at the
federal level.”

There are three billing components to the BellSouth ADSL
Service,

Tariff FCC NO 1, Section 7.2.17

1. ADSL Virtual Circuit (with volume commitment tiers)

2. ATM Port

3. Transport from the serving Central Office to the NSP POP.

For recurring and non-recurring charges, see Attachment 2,
pages 6-7.
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Atianta

BeliSouth ADSL Deployment (September 1998)

404467 [404-540 (404812 [404-814 |404-816 |404-841 [404-842 |
404-846 |404-848 |404-860 |770-488 |404-231 |404-233 |404-237
404-238 [404-230 [404-240 [404-261 |404-262 |404-264 |404-266
404-364 |404-365 [404-741
2 o e J
I ; : ; 2
_'.1‘ ," T
I _r
:  A04- hs 1k - ik - i
3 [ATLNGAEL _ |EAST LAKE 4D4-341 |404-360 [404-370 |404-371 |404-373 404377 |404-378
404-558 (404887
4 [ATLNGAPP  |PEACHTREE PLACE 404240 |404-251 [AD4347 1| 19
404685 | 404712 10 :
404-888 |404-802 404-946
404-955 : _
5 |ATLNGASS SANDY SPRINGS 404-250 |404-252 |404-255 |404-255 |404-257 [404-303 [404-459
404-531 [404-TOS5 [404-843 [404-B45 |404-84T7 |404-851
6 [ATLNGATH  |TOCO HILLS 404-235 |404-248 [404-315 [404-320 |404-321 [|404-325 |404-327
404-320 |404485 [404-553 |404-633 404536 _[404 638 |
I 4046301404670 |404-728 _|404-778 828 |404-082_ ;
T [CHMBGAMA CHAMBLEE MAIN T10-488 |678-2B7 |678-530 |G67a-TB1 |770-216 |[770-220 |7 0-225 _
770-234 |770-451 |770-452 |770-454 |770-455 |770-457 | 70-458
T70-557 770876 |770-838 |(770-885 |770-488




Atlanta

BellSouth ADSL Deployment (September 1998)

ATLANTA
e =181, : :-‘ 2 - 3 !, 7 i ';.
1;'

AMSLA iz ]

g WEvn e : 73

9 [LLBNGAMA  [LILBURN 770-279 1 770584 770838 |[770-717 770-821

770-923 |770-825 [770-831 |[770-935 |[770-803

10 [FORRGAWA [TUCKER o : -
Y ] ; : . o e 2 3
11 |ALPRGAMA  |ALPHARETTA 678-297 770-343 |770-346 (770410 (770442 [770475 |

770-521 |770-568 |770-570 |[770-619 |770-663 |770-664 |770-667
770674 |770-708 |770-740 |770-750 |770-781 |770-752 |770-753
T70-754 |T70-772 |770-777

13 [MRTTGAEA  [MARIETTA EAST 676-560 |676-560 |770-321 |770-500 |770-565 |770-578 |770-579
- 770-971_|770-973_|770-877
14 [MRTTGAMA  [MARIETTA MAIN B-784 - 7
770422
: 794_|770-795 |770-919
15 [NRCRGAMA |NORCROSS 678-328_|676-533 |770-200 |/70-236|770-242 |770-246 |770-248

770-263 |770-300 |770-325 |770-326 |770-368 (770409 |770-416
TT0417 |770441 |770-446 |770-447 |770-448 |770-449 |770-450
770453 |770-559 |770-582 |770813 |770620 |770-658 |770-662
770-729 |770-734 |770-797 |770-798 |770-840 |770-848 |710-003

16 [RSWLGAMA  |ROSWELL 1_|770-518 770852 |770-558 770504
TT0640 |770641 |770642 |770543 |770-645 770650
770082 |770-998 i

17 |WOSTGACR WOODSTOCK 678445 |678-486 |770-516 |770-517 |[770-581 |770-592 |770-524
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BellSouth ADSL Deployment (September 1588)

Chariotte

Charlotte
1 |CHRLNCBO |SBLVD 704-388 |704-510 |704-521 |704-522 |704-523 |704-525 7 |704-529
704-558 |704-550 |704-561 |704-565 |704-582 |704-672 |704-876 |704-679
2 me ~ |70+ = ¥ 5
i SEU T ;-__'-'3-. §ois 3 = .
| fi e ] L ol - A
:. * : i 3 ; e i ~ 704~ i (IR
3 [CHRLNCCE |CENTRAL AVE 704-531 |704-532 |704-535 |704-536 [704-537 |704-563 |704-568 |704-567
704-568 |704-569
4 ¢ 347 3 3 M By
5 [CHRLNCDE |DERITA 704-500 [704-596 |704-507 |704-598 |[704-508 |704-921
6 i - {T04-587 WE sl ] :
7 [CHRLNCRE  |REID 704-551 |704-552 |704-553 |704-554 |704-556 |704-557 |704-571 |704-643
8 |[CHRWNCSH | AMITY 704-364 704-367 |704- ;
9 I_cun'mc_m__mwsmn'o 704-391 |704-392 |704-393 |704-394 |704-305 |704-398 |704-399

Page 7




Raleigh

BellSouth ADSL Deployment (September 1898)

1 |CARYNCCE CARY-CENTRAL 918-319 [919-380 [915-480 [919-461 |918-462 [910-467 [919-468 |D10-460
918481 [918-652
2 [CPHLNCRO =L HIl AARY (919218 [019:014 jei0e 918
e T !iﬁ-ff P AN % ] =0 TR I i BT PO
3 |RLGHNCGA GARNER 819-661 9662 |918-772 [918-773 918778

= 3 H

L 186 B B G T MR e BN MR T e
5 | |e19-301 [919-501 [918-713 [919-700 [919-850 |919-871 [018-872 [919-873
919-874 |919-875 019876 |910-877 |919-878 [919-054 1019-081

B k. ﬂ"m; m i ; T, & 8-835
’ e g 01 T ma

: 3 18 564 5 1918-737

£ ~_[s15-743 018831 [919-836 _|918: .

7 |RLGHNCSI SIX FORKS 919-518 [919-676 [010-844 |910-845 |910-B46 [910-B47 |919-848 |[919-870

Page 8




BellSouth ADSL Deployment (September 1998)

FL Lauderdale

FL Lauderdale_

1 [PMBHFLCS  |Coral Springs 954-255 |054-340 |054-341 [054-344 [954-345 954-752 [954-763
954-755 |954-757 |954-796

2 7 : ik 3 I §
_{954- 3 i _ ' :

3 854225 |054-348 054355 |954-356 [654-357 |054-450 954462 |054-463
954467 054468 054519 [954.522 [954-523 |054-524 |054-525 |054-527
954-505 [054-627 [954-712 [954-713 [054-728 [054-756 |[954-760 |954-761
§54-762 [954-763 |954-764 [954-765 [954-766 |054-767 [954-768 |954-769
954-779 |954-831 [954-832 |954-847 [654-848

- > 473 _ 4 _ (954478 _|954-723

5 [HLWDFLPE  |Pembroke Pines 954-252 [954-430 [954-431 954432 (054433 [054-434 [954-435 |954-436
954437 [054-438 [054-441 [054442 [054-450 [054-880 |954-704

6 Plantabon 954316 [054921 [e54883 954587 (054701 |

7 |[PMBHFLFE  [Pompano Beach-Federal  |954-781 |[954-782 [954-783 [954-784 |[954-785 |[954-786 [054-787 |954-788
954-641 [054-042 [954-643 [054-946

8 [HLWDFLWH  [West Hollywood 954-803 |054-804 [054-061 [954-962 __|954-964
{954-081 [954-983 [054-085 [954-086 |054-967 E

Page 9
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BeliSouth ADSL Deployment (September 1898)

L]

(== -]

Jacksonville

904-630 [904-632 [004-633 [004-634 [004-665 [004-790 |004-791 |004-798
004-361
[JCVLFLFC __[FORT 4743 O T S e T
JCVLFLRV __|RIVERSIDE 904-381 904-388 [004-380 |004-081
JGVLFLS) TANJOSE . : ] 3 o2
JCVLFLSM  |SAN MARCO 904-202 [004-306 |004-313 |004-346 [004-348 [004-390 [904-391 |004-393
K 904-356_|904-308_[004-399_|004-858
WWam [904-363_|904-464 19 |004-538 |004-087
MNDRFLLO MNDR-LORETTO 904-260 [904-262 |904-268 |904-288 |[904-202 (904-880 |D04-8886 |904-893

Page 10
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BeliSouth Telecommunications, inc

BELLSOUTH ADSL Dt Ot 10 o

nem 1
ADSL Technology and Applications -

* What Is ADSL?

ADSL, or Asymmetric Digital Subscriber Line, is a new, high speed trausmission
technology. ADSL makes possible the transport of multimedia applications over
cxisting twisted pair copper telephone lines at spectacular speeds. ADSL supplies
three (3) scparate frequency channels over the same phone line.

ADSL supports two-way transmission of analog voice (POTS), a downstream
(toward the customer) digital broadband channel of up to 8 Mbps for data and an
upstream (toward the CO) digital channel of up to 640 Kbps. The rates of the digital
channels depend on the physical and electrical characteristics of the loop (primarily
loop length and wire gauge) and on the ADS). technology deployed.

* What are ADSL uses?

The service provides faster access to the Iniemet, and to corporate 1LANSs (local arca
networks) for teleworkers. ADSL is particularly valuable for applications in which
the end user needs to down load information from a remote server quickly and
cfficiently.

*  What is BellSouth's offer?

BellSouth's initial ADSL offer is 8 mass-market product targeted at Internet Service
Providers (15Ps), Competitive Local Exchange Company s (CLECs), Interexchange
Carriers (IXCs) and large corporate clients who can act as their own network service
providers. Hercinafler, this collective group will be referred Lo as Network Service
Providers (NSPs).

These customers will buy directly from BellSouth in volume and resell to their
residential and small business end-user customers or Lo their own employees.
BellSouth's clients will brand our ADSL product as their own and assume all sales,
marketing, and customer care responsibilities. BellSouth will provide Tier 11 Support
to our clients when they escalate to BellSouth maintenance problems that their service
support personnel have identified as network problems.

BellSouth ADSL is a pcrmanent virtual circuit (PVC) connection service operaling at
up to 1.5Mbps downstream and up 1o 256Kbps upstream. Service providers will
primarily target the Residential and Small Business Markets for Internet access and
the telecommuter for remote LAN access. BellSouth will provision ADSL on lines

Revision Date 11/10/98 !




® BELLSOUTH

w ‘th BellSouth’s local exchange voice telephone service (1FR or 1FB). This service
will provide an ADSL physical interface to BellSouth’s Asynchronous Transfer Mode
(ATM) infrastructure for the purpose of interconnecting an end user customer’s single
workstation with the customer's selected NSP.

The following is a diagram of BellSouth's 1998 ADSL offer:

User Motwork Interace

[Unspecified Bt Rats)

The 1998 initial Mass-market offer and corresponding cost structure does not support
any special actions by BellSouth to cither condition an existing loop or to provide a
new loop in order to make ADSL work at any given location. Product Marketing wall
develop enhanced ADSL offers for a 1999 roll-out.

* How will ADSL be marketed?

BellSouth ADSL is an industrial product targeted at ISPs, CLECs, Interexchange
Carriers and large corporate clients who will buy directly from BellSouth in volume
and resell to their residential and small business end-users. These clients will brand
BellSouth’s ADSL product as their own and all sales, marketing and Tier | customer
care will be their responsibility. BellSouth will provide Tier 1l Support to our clients
when they escalate to BellSouth maintenance problems that their service support
personnel have identified as network problems.

¢ How fast is ADSL?

Revision Date 11/10/98
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BellSouth's ADSL Service being launched on September 3, 1998 is capable of
trinsmitting information at speeds of up to a maximum of 1.5 Mbps downstream and
up to a maximum of 256 Kbps upstream. BellSouth does not guarantee a given
throughput to the customer.

ADSL will allow users to surf the Web at speeds up to 30 times faster than o
conventional 56.Kbps modem. As an illustration, a large Web site that would take
1.15 minutes to download using a 28.8 Kbps modem would take only 1.3 seconds
using ADSL. Downloading a movie preview with ADSL - a $Mb file would take
only 30 seconds. The same download with a 28 8Kk modem would take over 25
minutes! The remarkably increased speed of ADSL allows you to access large
amounts of data in significantly less time, making your Intemet experience more
robust and productive.

¢ How does ADSL technology work?

Conventional modems use the same frequency band (0-4 kHz) as the telephone
service voice channel. So if the modem is in use, your telephone line is unavailable.

Since ADSL operates at frequencies of 20 kHz to 1.1 MHz, which are far above the
voice channel frequencies, you can have normal telephone service and ADSL. data
service al the same time. BellSouth’s telephone service will always operate, even if
the ADSL modem is unplugged or otherwise disabled. ADSL. will work on a single,
non-loaded copper pair within 18,000 fi. from the central office.

* What is the difference between an ADSL modem and a standard modem?

A standard modem will allow data transmission over a normal phone line, but the
phone line cannot be used for voice calls or fax while the modem is being used.

ADSL will allow simultaneous use of voice and data. You will be able 10 make

phone calls or send and receive faxes ot the same time the line is being used to access
data from a service network, including access 1o the Internet.

Also, once an ADSL modem is installed, it is “always on”. You don’t have to dial-up
every lime you want to connect to the Intemet or o your home office LAN.

* What sort of applications will benefit most from ADSL?
ADSL provides faster access to the Internet and to corporate LANs for teleworkers.
There service is particularly valuable for applications that require quick and efficient
downloading of information from a remote server.

ADSL allows simultancous telephone and Internet access, a feature that makes 1t an
excellent solution for home office applications.

Revision Date 11/10/98 L
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The following Applications are driving ADSL demand:

Internet Access

Intranet Access

Extranet Access

Telecommuting, Distance Leamning, Remote LAN Access, Small Office -
Home Office (SOHO)

Video on Demand

Video Clips / Movie Previews

Video Catalogs

Remote Training

Gaming
E-Commerce

ADSL allows for advanced applications using the same phone line currently installed
at the home or remote working site — high speed interactive entertainment, virtual
reality, distance learning and video conferencing will all change the way we use our
PCs. ADSL also supports video on demand including real-time broadcast services
and interactive video services.

e How will ADSL affect regular telephone service?

Since ADSL utilizes existing copper telephone lines, there is no requirement for a
second line or a telephone number change. Everyday tasks such as voice
communication, faxing and using a standard modem will not be disrupted. ADSL
eliminates busy signals, time limits, and unmeasured usage. Additionally, ADSL
allows you to surf the Web while sending a fax or talking over the phone
simultaneously.

¢ Will other features of a standard phone line be affected?

No. ADSL will have no effect on calling features (such as BellSouth Custom
Calling™ services, including Caller ID, Call Answer and Call Waiting) that are
currently available on telephone lines.

e How secure is ADSL?
ADSL offers secure point to point connectivity over the copper line just like a dial-up
modem or T-1 connection. These point to point connections can be mapped securely

to a corporate network or an ISP, A hacker must physically tap the line to get access
to the data.

Revision Date 11/10/98 4
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ADSL Availability
¢ How widespread will ADSL deployment be?

BellSouth will not denloy ADSL ubiquitously, but will be available in Company-
designated areas served by an ATM switch and having high concentrations of copper
local channel facilities that are less than 18,000 roule feetl in length. Initially,
BellSouth will not offer ADSL outside these areas.

s When and where will ADSL service be available?

In 1998 we will deploy in seven metros covering 80 wire centers. The seven metros
are: Atlanta, Birmingham, Charlotte, Ft. Lauderdale, Jacksonville, New Orleans and
Raleigh. Go to www.bellsouth.com/bbs/ads] for maps showing coverage in each
metro.

Anticipated 1999 Metro Roll-out

Atlanta (expansion) Augusta Baton Rouge
Birmingham (expansion) Boca Raton Columbia
Charleston Charlotte (expansion) Chattanooga
Daytona Beach Ft. Lauderdale (expansion)  Lafayette
Greensboro Greenville Jackson, Ms
Jacksonville (expansion) Knoxville Louisville
Melbourne Memphis Miami
Biloxi Montgomery Nashville
New Orleans (expansion) Orlando Pensacola
Raleigh (expansion) Shreveport West Palm Beach

At this point we have not determined specific wire centers for 1999. We will contact
account teams, I1SPs, industry managers and arca planners to assist in prioritizing wire
centers in each of these metros.

¢  What is the ADSL Reach Policy?

The ADSL product for 1998 is not a high cost special service. Itis a best effurt, low
cost, mass market offering and the cost structure does nor support any special actions
by BellSouth to either condition an existing loop or to provide a new loop in order to
make ADSL “work" at any given location. A “Business” ADSL offer with high
speeds, throughput guarantees and loop conditioning is planned for 1999 roll-out.

Revision Date 11/10/98 5
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How will ADSL be ordered?

First, the account team should order an ATM connection from the NSP Point of
Presence to a designated BellSouth ATM switch. This ATM connection is purchased
by the NSP from the ATM InterState Access Tanff as Special Access and consists of
the appropriate transport and a port on the BellSouth ATM switch. The ATM
connection will be an Unspecified Bit Rate (UBR), User-Network Interface (UNI)
and can be DS-1, DS-3 or OC3, at the option of the NSP. The transport can be
Hicap, LightGate, SmartPath, SmartRing, etc.

Next, the account team should establish a Miscellancous Billing Account (MBA) for
the NSP. The NSP must have an MBA in cach metro where they are offering ADSL.

The NSP will actually order ADSL themselves using a BellSouth Online ordering
system on the Web. These orders will flow to the DSG. To provide ADSL service,
the DSG will issue two (2) service orders:

1. One order issued on the end-user account to provision the service,
2. One order issued on the NSP account to establish Gilling.

ADSL Pricing

e  What are the tariff price components?

There are three FCC tariff price components associated with ADSL:

1. An ADSL virtual circuit (VC) which is the line coding from the end user home to a
DSLAM in the central office. This charge is billed to the NSP not the end user.
Pricing for the ADSL VC is based on a volume comm tment from the NSP. The
ADSL VC has a 12-month minimum service period.

2. ATM UNI and UBR charges. These charges are based on the customers desired
bandwidth and contract term. PVC charges do not apply.

3. The transport for a DS1, DS3 OC3 or OC12 based on mileage from BellSouth's
ATM switch to the NSP's Point of Presence (POP),

ADSL VC Pricing

Revision Date 11/10/98

Virtual Quantity Non-recurring Monthly USOC
Circult Maximum Charge per Rate per VO
Minimum vC
51 500 $100.00 $45.00 ADF11
501 2500 $100.00 $42.00 ADF12
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2501 3000 $100.00 $17.00 ADFI13

3001 7500 $100.00 $34.00 ADF14

7501 10,000 $100.00 $32.00 ADFIS

10,001 40,000 $100.00 $30.00 ADF16

40,001+ $100.00 $29.00 ADFI17

ATM Pricing

Per UNI and Non-Recurring Month to Moath 121024 2510 48
UBR Charges Months Months
1.536 Mbps $500.00 £405.00 £170.00 $270.00
44.210 Mbpa $750.00 $2676.00 £2170.00 $1800.00
149.760 Mbps $1000.00 $5000.00 $4550.00 $33I80.00
599,040 Mbps $1500.00 510,000 £9100.00 $6800.00

The above pricing includes charges for both the UNI and UBR. PVC charges do not
apply.

The service provider determines the actual price to an end user. BellSouth.net
charges $49.95 1o $59.95 per month dependent upon whether the end user has
Complete Choice Service from BellSouth.

*  Who is the contact for ADSL Billing Inquiries?

The NSP will direct billing inquiries on the BellSouth ADSL. billing account to the
DSG for resolution. End-users will direct billing inquirics on ADSL to the NSP for
resolution.

Provisioning

*  What is the 1998 Initial ADSL Offer?

Up to 1.5 Mbps — Downstream

Up to 256 Kbps ~ Upstream

Sold only to a NSP

Provisioned on POTS lines for the End-Users

Incremental BST ADSL charges will be billed to the NSP

There are no service guarantees

Customer side of DSLAM must be copper

Distance limitation of copper loop is 18 Kilofeet. The best grade of service is
a shortened copper loop which allows the downstream bit rate to increase
Cannot use Ringmaster telephone number

ADSL is not transportable; nor is it switched. Therefore, it is quite different
from analog modems and dialing with POTS

¢ No Service Gateway

= & & & 8 ® & @
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The mass-market offering is a non-designed, POTS-type, ATM UBR, and is
offered as a reasonable commercial effort service. ind-Users will be connected
only to the NSP ordering the ADSL service from BST. One PVC per End-User.

*  What is BellSouth’s deployment platform?

The initial deployment is the Digital Subscriber Line Access Mulitplexer
(DSLAM) made by Alcatel Network Systems. The Alcatel model name is the
A1000. Release 3.0 (R3.0) will be the lowest release used for deployment.

The DSL Services Group will use Release 3.0 and subsequent mainterance
releases of the Alcatel ADSL workstation (AWS) to manage the DSLAM.

e What inside wiring is required for ADSL?

The service provider should install new Category 3 or better inside wire (IW) unless
physical conditions prevent said installation. This requirement provides the end-user
the maximum possible transmission rate, and significantly reduces the problems
caused by defective or impaired existing inside wire.

Product Management will provide the NSP with the Methods and Procedures for I'W
installation afier the customer signs the Letter of Election.

¢  What CPE is required for ADSL?

The end-user CPE necessary for ADSL consists of a splitter (a low pass filter with
line, data and voice connections), an ADSL modem, (ategory 3 inside wire for the
data circuit, a termination jack, station wire and any ISP-specific browser software.
Currently, there are two types of ADSL modems: 1) an internal integrated network
interface card (NIC) and 2) an external modem consisting of a 10BaseT Ethernet
cable to connect the ADSL modem to the PC, and an Ethernet NIC in the PC. CPE,
its installation and configuration are the responsibility of the NSP.

¢  What is a splitter?

A POTS splitter uses a low pass filter to separate the low-end frequencies of the
telephone audio spectrum from the higher frequencies of the ADSL signals. The
splitter recommended by BellSouth is a passive device that does not require power so
that telephone service is not interrupted if the ADSL equipment goes down. This
splitter also allows for use of traditional voice services such as Caller 1D, Call
Waiting and other customer calling features. A splitter is required at both the
customer premises and at the BellSouth central office

Revision Date 11/10/98 L




@ BELLSOUTH

*  What PC equipment or configurations are required for ADSL?

The following are the PC requirements BellSouth used during the ADSL market tranl:

- 100 Megahertz Pentium Processor

- Windows 95 Operating System/MAC
- 24M suggested/16M required RAM

- 50M free hard disk space

- 802.3 IP Stack

- 3D Video Card

- Ethemnet T-base 10 Card
The NSPs will ultimately decide which PC configurations they will support.

* (Can Customers use a mix of ISDN, analog modems and ADSL for teleworking
or remote access?

Sure, but they are obviously going 1o get the best speeds using 1) ADSL: then, 2)
ISDN and finally 3) analog modems. The Customers router/switch'hub is a critical
clement when mixing services.

¢ Can | order a new line and ADSL at the same time?
No, the NSP can only order ADSL on a woiking telepnione number.  You must first

order the new line using standard procedures. After BellSouth installs the new line,
the NSP can order ADSL on that line.

Revision Date 11/10/98




REQUEST:

RESPONSE:

BellSouth Telecommunications, Inc.
FPSC Staffs Data Requests

Dated: October 19, 1998

item No. 2

Page 10of 3

Please describe other services that would constitute “advanced
services” under Sec. 706 of the Telecommunications Act of 1996
Include Intrastate and Interstate services both currently offered
and planned for deployment within the next year.

Section 706(c)(1) defines “advanced telecommunications
capability”, without regard to any transmission media or
technology, as high-speed, switched, broadband
telecommunications capability that enables users to originate and
re ceive high-quality voice, data, graphics, and video
te'ecommunications using any technology.

In the 708 Notice of Inquiry (NOI) the FCC sought comment on
the meaning of these terms. The FCC asked commenters how to
determine whether a particular facility or service fits within the
statutory definition of advanced telecommunications capability or
is an "advanced service".

The FCC has not yet issued an order in connection with the NOI
It is thus not clear at this time what services will fit within the
definition of “advanced services.”

Notwithstanding the foregoing, the following services are
examples of some of the services BellSouth believes constitute
“advanced services™: (This list is not intended to be inclusive of
all current or planned advanced services.)

BellSouth's Frame Relay Service is currently available from the
Florida General Subscriber Service Tariff for lo al service. Frame
Relay Service is also available from the Florida Access Servic s
Tariff for intrastate access use and from the Be! South FCC #1
Tariff for interstate access use. Frame Relay Service is a
connection-orientud packet-switched data transport service
allowing for the interconnection of local area networks or other
compatible customer equipment, this service allows for the
transfer of variable length frames which are relayed by virtual
connections through the frame relay network. Ccanections to



BellSouth Telecommunications, Inc.
FPSC Staff's Data Requests

Dated: October 19, 1898

Item No. 2

Page 2 of 3

RESPONSE (CONT'D):

Frame Relay Services are primarily available at the following
speeds: 56 Kbps, 64 Kbps, 1.536 Mbps, and 44.210 Mbps;
various fractional speed connections are also available between
the speeds of 64 Kbps and 1.536 Mbps.

BellSouth's ATM Service tariff is to be filed in late November as
a new local service in the General Subscriber Service Tariff, ATM
Service will also be proposed at the same time as a new service
for intrastate access use in the Access Services Tariff. BellSouth
ATM Service has been available from the BellSouth FCC#1 Tariff
for interstate service since June 6, 1998. ATM Service is a
connection-oriented data service based on ATM cell-based
switching technology which allows for the interconnection of ATM
compatible customer equipment; this service provides the
switching of symmetrical duplex transmissions of fixed-length
ATM cells which are relayed through the ATM network by virtual
connections. Connections to ATM Services are available at the
following speeds: 1.536 Mbps, 44.210 Mbps, 149.760 Mbps and
599.040 Mbps.

ISDN - BRI is an intraLATA group of offerings supported by the
Integrated Services Digital Network (ISDN) Basic Rate Interface
(BRI) architecture. The ISDN - BRI architecture supports
simultaneous transmission of voice, data, and packet services on
the same exchange access line.

ISDN-BRI provides a new method of access to the telephone
network called Basic Rate Access. Basic Rate Access will consist
of up to two 84 Kbps (B) charnels and one 16 Kbps (D) channel
The B channels can be configured to provide either Circuit
Switched transmission of voice and/or data or High Speed Packet
switched service. The D channel can provide Low Speed Packet
capability.




BellSouth Telecommunications, Inc.
FPSC Staffs Data Requests

Dated: October 19, 1998

Item No. 2

Page 3 of 3

RESPONSE (CONT'D):

ISDN - BRI is offered as ISDN Business Service and ISDN
Residence Service. Calling/Called Number Delivery and Call
Hold are included with these services. Features are available to
increase the capability of the B-channels and may be subscribed
to on an as-needed basis.



REQUEST:

RESPONSE:

BellSouth Telecommunicaiions, Inc
FPSC Staffs Data Requests
Dated: October 19, 1998

item No. 3

Page 1 0of 1

Would these services be marketed directly to end users, or to
businesses such as ISPs that would market them to end users?

BellSouth will market ADSL service as a wholesale service to
NSPs, not to end users. BellSouth will also market to end users a
high speed version of its BellSouth.net internet access service
which high speed service uses ADSL service. As for the other
examples of advanced services listed in its response to ltem No.
2, BellSouth intends to marke. as follows:

Frame Relay Service is marketed primarily towards large and
medium sized business end users and Interexchange Carriers.
ISPs are a part of the business market for Frame Relay Service,
ISPs would utilize Frame Relay Service to aid in the provisioning
of their ISP network over which they would provide the services to
sell to their customers.

ATM Service is marketed primarily towards large and medium
sized business end users and Interexchange Carriers. ISP's are
a part of the business market for ATM Service; ISPs would utilize
ATM Service to aid in the provisioning of their ISP network over
which they would provide services to =ell to their customers.

ISDN - BRI is offered as ISDN Business Service and ISDN
Residence Service to end-users and NSPs




REQUEST:

RESPONSE:

BellSouth Telecommunications, Inc.
FPSC Staff's Data Requests

Dated: October 19, 1998

Iltem No. 4

Page 1 of 1

Do you provision services to ISPs in such a manner that they may
provide their customers xDSL service? If yes, please describe
how the service is provisioned.

BellSouth provisions ADSL to the NSP so that it can bundle
applications and sell the resulting DSL/Internet Access service 1o
its end-users. BellSouth provisions ADSL over existing twisted
pair copper facilities to the end-users’ premises and over ATM
transport to the NSP Point of Presence.




REQUEST:

RESPONSE:

BellSouth Telecommunications, Inc
FPSC Staff's Data Requests
Dated: October 18, 1598

item No. 6

Page 1 of 1

What would be necessary for all of your local loops to be xDSL-
capable?

First, for all local loops to be ADSL capable, each central office
must be equipped with a Digital Subscriber Line Access
Multiplexer (DSLAM) and with a connection to BellSouth’s
Asynchronous Transfer Mode (ATM) switching network.

Second, ADSL is an emerging technology. Currently, loops
provided using electronic pair gain equipment such as digital loop
carrier are not capable of supporting ADSL services. Since ADSL
is a transmission system designed to operate on copper twisted
pairs, the digital and possibly optical facility from the digital loop
carrier remote electronics location to the serving wire center will
not support ADSL transmission. Technology is being developed
that will supply the DSLAM functionality at each digital loop carrier
site and will enable a connection from that site to the ATM
switching network.

Loops with loading coils are not capable of supporting ADSL
services. Loading coils are provided for voice services
transmission quality reasons on copper loops longer than 18,000
feet. To provide ADSL services using these loaded loops, the
same remote DSLAM and ATM connectivity that was provided for
digital loop carrier fed loops would need to be provided on the
subscriber side of the last loading coil on that subscriber's loop.

Loops provided using fiber distribution systems such as fiber in
the loop technologies, FITL or FTTC, are not currently capable of
providing ADSL. BellSouth anticipates that a comparable xDSL
service may in the future be provided over those types of loops




REQUEST:

RESPONSE:

BellSouth Telecommunications, Inc.
FPSC Staff's Data Requests

Dated: October 19, 1898

Item No. 7

Page 1 of 1

Do you have any central offices in Florida that are presently
incapable of accepting xDSL capability (e.g. technical
incompatibility with DSLAM or other xDSL equipment, or lack of
floor space, etc)? If so, which offices, and what would be required
to make them xDSL-capable?

No. There are no wire centers in Fiorida that are technically
incapable of providing high speed data services




BellSouth Telecommunications, Inc.
FPSC Staffs Data Requests

Dated: October 19, 1688

Item No. B

Page 1 of 1

REQUEST: (If notincluded in your response to #1), Have you deployed or do
you have plans to deploy xDSL service, or a functional equivalent,
in Florida?

RESPONSE: See Response to ltem No. 1.




REQUEST:

RESPONSE:

BellSouth Telecommunications, Inc.
FPSC Staffs Data Requests

Dated: October 19, 1998

Item No. 9

Page 10of 1

Is your company deploying these services at a rate that is
consistent with your optimal businegs plan? If not, what are the
major obstacles to a more rapid deployment of advanced
services?

The major obstacle to a more rapid deployment of BellSouth’s
advances services is the prohibition on BellSouth's provision of in-
region interLATA services.

Apart from that, this Commission must recognize that the market
for advanced services already is competitive. BellSouth believes
that removal of regulatory barriers to all potential advanced
service providers will encourage the deployment of advances
services to the broadest range of services. See Attachment No. 3
for BellSouth's Comments filed with the FCC relating to
impediments to deployment of advances services.
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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of

Deployment of Wireline Services Offering
Advanced Telecommunications Capability

CC Docket No. 98-147

COMMENTS OF BELISOUTH CORPORATION

BellSouth Corporation, for itself and its affilisted companies (collectively
"BM%thmhmhhmnfhw
Rulemaking (“Notice™) released in the sbove-captioned proceeding.'
L INTRODUCTION AND SUMMARY

“One of the fundamental goals of the Telecommunications Act of 1996 (the 1996
Act) is to promote innovation and investment by all participants in the telecommunications
marketplace, both incu—bents and new entrants, in order to stimulate competition for all services,
including advanced services.™ This goal has been achieved for high-volume business users, who
can select among several competing providers to fulfill their broadband telecommunications
requirements. For low-volume users — residential consumers, small and rural businesses,
schools, libraries and rural bealth care providers — the deployment of advanced services is

occurring at a slower pace. The goal of this proceeding (and of the related Notice of Inguiry

: Deployment of Wireline Services Offering Advanced Telecommunications Capabilisy,
Memorandum Opinion and Order, and Notice of Proposed Rulemaking, CC Dkt No. 98-
147, FCC 98-188 (rel. Aug. 7, 1998) (“Order™ or “Notice,” as spplicable), recon
pending.

$ Id atg1.




(“NOI™) proceeding)’ should be to adopt a regulatory framework that will accelerate the
deployment of advanced services to these users by removing regulatory constraints that impede
investment and dampen competition. Speculation about problems that might arise is not a
sufficient basis for regulating the development of the advanced services market, wheic =0 firm is
dominant and innovation is rampant

In 2 mariet that is characterized by numerous entrants offering advanced services
using competing technologies, regulation can only retard the deployment of advanced services.
Such deployment requires substantial investment and risk-taling. Technology must be
developed; networks must be built or upgraded; service personnel must be trained. Incumbent
local exchange carriers (“ILECs"), with their expertise in desigring and deploying ubiquitous
telecommumications networks and services, are well positioned to make the necessary
investments that will enable them to bring advanced services to the broadest segments of the
American public, including rural areas. An ILEC's incentive to make those investments will be
diminished and the deployment of advanced services will be delayed, however, if unnecessary
regulations based on speculative harms limit its ability to respond to competitive market
conditions. Only by boldly removing regulatory barriers to all potential advanced services
providers can the Commission fully encourage the deployment of advanced services to the
broadest range of consumers. The Commission must resist the tendency to develop prospective
regulatory solutions for abuses that exist only in the crystal balls of ILECs' competitors. The

: Inguiry Concerning the Deploymen: of Advanced Telecommunications Capabilizy to All
Americans in a Reasonable and Timely Fashion, and Possible Steps 1o Accelerate Such
Deployment Pursuan: to Section 706 of the Telecommunications Act of 1996, Notice of
Inquiry, CC Dkt. 98-146, FCC 98-187 (rel. Aug. 7, 1998) (“NOI).
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emerging market for advanced services demands resolve in clearing away regulatory obstacles to
investment.

At its core, the removal of regulatory barriers to ILEC provision of advanced
services requires the Commission to adopt reasonable interpretations of the Comminications Act
of 1934 (the “Act”) that svoid speculative, prescriptive intrusion in the advanced services
marketplace. Although the Commission has declined to interpret Section 706 of the 1996 Act as
an independent grant of forbesrance authority,” Section 706 nevertheless informs the
Commission that it should interpret the Act in a manner that “remove[s] barriers to infrastructure
investment.™ Moreover, where the Commission retains forbearance authority, Section 706
requires that the Commission exercise that authority to provide ILECs with the freedom to
compete fully in the competitive advanced services marketplace. By interpreting the Act in view
of the guidance providad by Section 706, the Corrmission can ensure that the emerging mass
market for advanced services is not unduly distorted by artificial impediments imposed to
adacess hypothetical market failures.

Regrettably, the proposals in the Notice appear to reflect a preference for heavy,
speculative regulation of ILECs that seck to provide advanced services. Rather than formulate a
procompetitive, deregulatory spproach towards [LEC provision of advanced services, the
Commission, without any evidence of market failure in the advanced services market, proposes
that [LECs provide such services through “truly™ separate affiliates to escape their unique

< See Order a1 69.

*  Pub, L. No. 104-104, title VIIL, § 706(b), Feb. &, 1996, 110 Star. 153, reproduced a1 47
US.C. § 157 note.
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regulatory burdens.* However, the Commission's proposal to import & strict separate affiliate
framework into the advanced services setting is unwarranted and counterproductive. The
Commission's experience with separate affiliates clearly shows that structural separation
generally is detrimental to investment, innovation, and competition, and results w !nst
efficiencies, increased costs, and reduced services for consumers.” In contrast, when separate
made available to an increasing number of consumers. Accordingly, in this proceeding, the
Commission should eschew structural regulation in favor of a straightforward exercise of its
authority to interpret the Act in a manner that facilitates [LEC provision of advanced services on
an integrated basis. The Commission should refain from regulation in the absence of
compelling evidence of actual market failure.

Specifically, the Commission should net adopt prescriptive unbundling rules for
[LECs" advanced services networks. Nothing in the Act requires the Commission to establish a
national standard for advanced services unbundling; to the contrary, by enacting Sections 251
and 252, Congress indicated that negotiation and arbitration should be the preferred method by

which competitors would obtain access to network elements. Preserving the Section 251-252

% Notice at 11 86, 92.

: The need for Commission action in this proceeding to svoid these effects are not
diminished or undercut by the enactment of structural safeguards in Section 272 for BOC
provision of intertLATA services. See 47 US.C. § 272. By its terms, Section 272 is
mexrely a transition mechsnism, which will expire three years after a BOC obtains
intetL ATA relief under Section 271. Had Congress intended that structural safeguards
apply to advanced services, it would bave expressly included such services within the
carefully crafted list of services that are subject to Section 272. Indeed, rather than rely
on Section 272 as 2 model for an advanced services affiliate, the Commission should
expeditiously grant petitions for Section 271 relief so that the Section 272 transition
period can commence, as Congress intended.

BellSouth Corporation £ Filed September 23,1998




process is especially important in the advanced services market, where technology is constantly
evolving and where standards have not yet developed The Commission already has establisned
the minimum national standards for unbundling that will gusrantee cotpetitons’ access 1o the
local loop and other elements of the underlying circuit-switched network. There is no evidence
that state commissions arc incapable of or are failing to address these issues in arbitration
proceedings. Therefore, there is nc reason to conclude that the Commission should attempt to

The Commission should also reaffirm that an ILEC is not required to provide its
advanced services to competitors at a resale discount if the [L EC predominantly markets its
advanced services on 2 wholesale basis. The Section 251(c) resale obligation is expressly limited
1o telecommunications services offered at retail Advanced services offered on 2 wholesale basis
thus are excluded from the Section 251(c) resale requirement. Even where an [LEC markets its
advanced service to Internet service providers (“ISPs™), the ILEC is offering a wholesale service
1o the ISP, which the ISP then includes in its retail offer to its customers. The Commission
should clarify that in those circumstances, the [LEC is not required to provide its advanced
services at an even greater resale discount to other carriers.

This proceeding is also an appropriate one for the Commission to express its
commitment to the aggressive excrcise of its forbearance authority under Section 10 of the Act®
As Commissioner Powell recently stated, “it is deregulation that yields competition,” and the
Commission must “lead[] by example” through forbearance.” To that end, the Commission

' 47US.C. § 160(d). :
’ Commission Michael K. Powell, Remarks Before PCS ‘98 (Sept. 23, 1998) (“Powell
Remarks™).
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requires prompt approval of Section 271 lppﬁmiumhpmitm:nom:rmm
mmMTAbniguhfummpeﬁquﬁumdu. LATA boundaries were
aﬁﬂmummwmm&vﬂmmmmﬁmhﬁwwﬁuﬁmm

' Sees7USC § 160(d).
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however, BellSouth would point out that the separate affiliste framework proposed in the Norice
1s unduly restrictive and, in BellSouth's view, flatly unworkable for the deployment of mass
market advanced services. The proposed separation requirements sppear to b besed on the
separation requirements found in Section 272 of the Act.'' Section 272, bowever, concerns the
unique circumstances of BUC entry into interl ATA services. Rather than import Section 272
into a context for which it was not interded, to the extent the Commission creates a scparaie
affiliate framework as an option for carriers who wish to adopt it, the Commission should follow
its recent precedents and apply a version of the Competitive Carrier separation framework to
advanced services affiliates.” The Comperitive Carrier framework would ensure that affiliates
enjoy non-ILEC status while providing [LECs end their affiliates with the flexibility to achicve
at least some of the efficiencies of integrated operation. Again, however, BellSouth emphasizes
that a separate affiliate option cannot and should not be made a surrogate in this proceeding for
the efficiencies of integrated operation that can be achieved only through a reasonable,
procompetitive interpretation of the Act.

Finally, the Commission should stay focused on the central purpose of this
proceeding — “to promote the deployment of advanced services in a competitive manner.™" The
Commission should not allow this procseding to become a rehash of the already-completed local
competition proceeding that fully and exhsustively addressed local competition concerns.
Except for specific issues that directly rela*e to the provision of advanced services, the

H Id §272.
" See infra note 60.
Y Notice 1] 4.
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collocation and loop unbundling proposals raised in the Notice have no place in this proceeding.
Current Commission and state commission local competition rules, and the negotiation and
arbitration process of Section 252, already provide competitors with access 1o petwork <lements
for the provision of advanced services, consistent with congressional intent in passing the 1996
Act. The Commission should reject proposals to add to those rules in the absence of evidence
that state commissions cannot or will not perform their duty under the 1996 Act.
IL OVERVIEW OF THE ADVANCED SERVICES MARKET

A.  COMPETITION IN THE ADVANCED SERVICES MARKET

In its comments to the NOJ, BellSouth explained that advanced services must

include all services — regardless of technology or transmission media and regardless of
preexisting regulation classification— which offer consumers a high level of bandwidth for
efficient, interactive voice and data communications. ' An expansive definition of advanced
services is vital because, as the Commission noted, the concept of what constitutes advanced
services will evolve as technology evolves.' In particular, the Commission should not catertain
any preconceived notions that advanced services are limited to “wireline” services.'® Advanced
services provided via satellites or terrestrial wireless systems (or via non-traditional wireline
systems such as cable) may well become the norm as the market continues to dev=lop.

Accordingly, the framework adopted in this proceeding regarding [LEC provision of advanced

' Comments of BellSouth Corporation to the NO! (“BellSouth NOI Comments™) at § (filed
Sept. 14, 1998), correction filed, Sept. 18, 1998,

'* Notice 2193 n4d.
' duya
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servicrs should acknowledge and reflect not only the vast array of existing technologies, but also
developing technologies.

As BellSouth explained in its NOJ comments, a high level of competition
permeates the advanced services market '’ Indeed, competition among advanced services
providers catering to high-volume busiriess users has fully developed. Large busincsses
capacity from a variety of telecommunications providers — including ILECs, competitive local
exchange carriers (“CLECs"™) and interexchange carriers (“IXCs™) — or from Very Small
Aperture Terminal (“VSAT") or other satellite service providers. Although most residential and
small business consumers have not yet received the full benefit of advanced services technology
(ie., they continue to rely on the traditional telephone network), increasing consumer demand
fueled by the explosive growth of the Internet has attracted advanced services providers from
across industry lines. All of these providers of advanced services possess unique strengths and
weaknesses, and attempting to &pply a rigid regulatory framework to one type of provider can
only dampen the competitive dynamic that is currently driving the deployment of advanced
services to the mass market.

The cffect that this competitive dynamic is having on innovation and investment
in the mass market for advanced services can be readily observed. Cable operators are dedicating
substantial resources to transform their one-way video delivery systems into interactive high-
spoed broadband Internet access networks, capable of downstream transmission rates of 10 to 30

Mbps. And to assure that their customers (both subscribers and information providers) get the

L BellSouth NOJ Comments st 17-36.
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full benefi., of that capability, cable operators are investing in nationwide Internet backbone and
caching faciliies. Cable data services have a headstart in the advanced services market and
consequently have many more subscribers than digital subscriber line (“DSL") services. With
cmbedded cable plant passing 97.1 percent of U.S. bomes, cable providers are strategically
positioned to be powerful competitors in the sdvanced services market '

Satellite service providers also are responding to the growing demand for Internet
access by creating new technologies that provide broadband services directly o residential and
small business consumers. Hughes Network Systems, a subsidizry of Hughes Electronics,
currently offers Internet access to subscribers in the 48 contiguous states at speeds of up to 400
kbps. Last year, the Commission granted licenses to over a dozen Ka-band satellite systems,
most of which have proposed 1o offer global broadband interactive services. In addition, more
than 15 applications are pending for satellite systems proposing to use the 36-51.4 GHz band,
which may also be used to provide broadband data services. Once deployed, these satellite
service networks have the advantage of instant national ubiquity, which results in their ability to
enlist additional subscribers at relatively low marginal costs.'”

Terrestrial wireless and digital broadcast television systems also figure
prominently in the advanced services marketplace. Wireless cable operators have recently

obtained regulatory authority to offer two-way services, including high-speed Intemnet service ™

" Id a118-22.
" See id. at 26-28.

*  Amendment of Parts 1, 21 and 74 to Enable Multipoint Distribution Service and
Instructional Television Fixed Service Licensaes to Engage in Fixed Two-Way
Transmissions, Report and Order, MM Docicet 97-217, FCC 98-231 (1998).
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Local multipoint distribution service (“LMDS™) operators, with over one gigahertz of bandwidth,
a1 also poised to become significant providers of “wireless local loop™ services, including
broadband access to the Intemet. In addition, the flexibility provided to digital television
broadcasting stations to use their allotted 6 MHz channels for non-broadcast services promises to
create yet another “pipeline™ %or high-bandwidth connectivity to the home.*!

These are just some of the industries responding 1o consumer demand for
broadband services. Signi‘icantly, each of the competing advanced services providers described
sbove provides service to residential and small business customers by bypassing in whole or in
part the conventional “Jocal loop.” Indeed, canventional telephone service is a poor substitute
for these alternative high-bandwidth networks, as it currently offers consumers no more than 56
kbps of transmission capacity. Not surprisingly, this consumer demand has also caused
telecommunications carriers to develop innovative solutions to conventional local loop
limitations. The immediate result is the development of DSL technology, which does not now
and is not likely ever to dominate the market In sum, it is time for the Commission to
acknowledge that no firm monopolizes or is likely to be able to dominate the last mile in the
provision of advanced services. .

B. OVERVIEW OF DSL SERVICE

BellSouth's ssymmetrical DSL (“ADSL") technology allows, in addition to the
traditional circuit-switched voice channel, continuous upstream data channel at up to 256 kbps
and a continuous downstream data channel at up to 1.5 Mbps. Thus, voice signals from a

3 See 47 CFR. § 73.624(b), (c); Advanced Television Services and their Impact Upon the
Existing Television Broadcast Service, Fifth Report and Order, 12 FCC Red 12809
(1997), on reconsideration, 13 FCC Red 6860 (1998).
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subscriber's phone and data signals from the subscriber's computer travel OVes flye wasne Petlity
between the subscriber’s premises and the central office. Al the central offiee, the Vili® il dlata

channels are separated by a digital subscriber line acoess multiplexer (DSLAM ) 4
DSL techmology allows local telecommunications carriers (0 it 1 e Fase

market for advanced services. mmm.mlmwgfmnt,mvlﬂw

Birmingham, Alsbama in October 1997, and 0n September 3, 1998, lnldisied potmnsrial ADSL

service in New Orleans. BellSouth plans o roll-out ADSL service in the following Al
markets this month:

Birmingham
Atlants

Charlotte

Raleigh
Jacksouville
Fort Lauderdale

|
BellSouth expects to follow with service deployment in el iisna

Ve Tt

[t bk only
etropolitan areas in its nine-state region in 1999.* BellSouth will face corpetitie

from cable operators, satellite service providers, and wireless cable oroviders, b e

CLECs that can purchase unbundled local loops and attach their own DSI TR
o il Whathe HLECs

i “i“"
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such as BellSouth will deploy this advanced service, but how quickly. ILF! § 40 A
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; s explained comments, ADSL 1s not the ealy type ¥

services offering that ﬂ;b-ilun:gj BellSouth, for example, aleo olTks FH"::'IF:'
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make the necessary investments to deploy advanced services to all Americans, including those in
rural areas. If ILECs must form separate affiliates as a precondition to regulatory relief, then
[LECs must divert resources from deployment to form an advanced services affiliate. The result
of this diversion will be to delay substantially and to curtail furtber ILEC deployment of
advanced services.

The Commission should not underestimate the substantial costs involved in
artificially separating advanced services from the underiying circuit-switched network, as the
Commission's proposed separate affiliste framework would require. The greatest costs of
other infrastructure of [LECs' operations. Even new services like DSL service are integrated
with the existing operational infrastructure. BellSouth already has begun to adapt its existing
operational support systems to handle the ordering, provisioning, maintenance, and billing for
DSL services end has long had packet services integrated into its operational infrastructure.
Besides the cost of having to undo existing integration of each of these systems, the personnel,
hardware, software, and floor space required to operaie them would have to be duplicated if the
DSL service were artificially separated from the existing petwork. Indeed, an [LEC also would
incur substantial logal and transactional costs simply 1o establish & scparate affiliate. Inaregion
as large as BellSouth's, fully implementing an advanced services affiliate could take twelve to
twenty-four months and cost hundreds of millions of dollars.

The wasted costs of a separate affiliate are not counterbalanced by a
procompetitive benefit. Whether an ILEC provides DSL service through a separate affiliate or
on an integrated basis, the Section 251(c) obligations would still apply to the [LEC"s underlying

local loop elements that competitors would need to provide a competing DSL service. The cost
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of purchasing unbundled network elements will be established by negotiation or through
arbitration at the state commission and will not vary based on the type of services that the
competitor soeks to provide using the element. Thus, competitors’ access to local loop elements
for the provision of advanced services will continue to exist regardless of whether the [LEC
provides advanced service on an integrated or separate basis, or not atall. And as set forth
below, mechanisms short of rigid structural separation have proven relisble to protect against
The time and resources that [LECs would waste by creating a separate advanced
services affiliate would be better spent maximiring the degloyment of advanced services to
residential and small business consumers. Accordingly, as explained more fully below,
BellSouth urges the Commission to abandon aftempts to impose a separate affiliate framework
on the competitive advanced services market znd focus instead on adopting a procompetitive
policy that does not penalize [LECs for providing advanced services on an integrated basis.

. THE COMMISSION SHOULD NOT RELY ON A SEPARATE AFFILIATE FRAMEWORK AS A
METHOD OF FAQLITATING [LEC PROVISION OF ADVANCED SERVICES

Much of the Notice is dedicated 1o a discussion of the separate affiliate framework
that the Commission proposes as a means for [LECs that seek to provide advanced services to
release themselves from their unique regulatory constraints. Without any evidence or analysis
suggesting a need for such a framework, the Notice manifests such a bias in favor of that
framework that it ignores less regu'atory solutions. Indeed, the Notice clearly signals that [LECs
that do not opt for a separate affiliate can expect their integrated provision of advanced services
to be subject to “truly” onerous regulatory burdens.
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A.  THE COMMISSION'S COMPUTER I AND I PROCEEDINGS ESTABLISH

THE IMPORTANCE OF ENABLING THE PROVISION OF COMPETITIVE

SERVICES ON AN INTEGRATED BASIS

mcmm*:cmmu“mm"mmmpuﬁm
example of how an tnﬂm'hkrﬂtﬂmﬁmwwhmwﬁﬂ-hnmﬁmd,mdimummc

M Amendment of Section 64.702 of the Commission's Rules and Regularions (Computer IT),
77 FCC 2d 384 (1980) (Computer I Order”™), recon., 84 FCC 24 50 (1980) (“Computer
4 Recon. Order”), further recon., 88 FCC 24 512 (1981), affirmed sub nom. Compuier
and Communications Industry Ass'n v. FCC, 693 F.2d 198 (D.C. Cir. 1982), cert. denied,
461 U.S. 938 (1983).

= Amendment of Section 64.702 of the Commission's Rules and Regulatiors (Computer II),
Report and Order, CC Docket No. 85-229, Phase I, 104 FCC 24 958 (1986) (“Computer
I Order™), recon., 2 FCC Red 3035 (1987) (“Phase | Recon. Order™), further recon., 3
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development of innovative services. In Computer [T, the Commission established a rigid
frameworik that required AT&T (and after divestiture, the BOCs) to provide enhanced services
through a separate affiliste. This framework, as the Commission leamned, “hinder{ed) the
introduction of enhanced services that could benefit the public by being widely and efficiently
available through the BOCs' local exchanges.™* Accordingly, the Commission properly
eliminated the separate affiliate requirement for AT&T and the BOCs in favor of a regulatory
framework that facilitated integrated service offerings. The results are spparent: consumers now
have greater access 1o an increasing variety of innovative enhanced services.

1. The Compater [TProceeding

In the Computer IT proceeding, the Commission attempted to address new issues
“raised by the confluence of communications and data processing.™ That “confluence” enabled
a carrier to provide both “plain old telephone service™ (“POTS™) and enhanced services using the
same underlying phone network. The Computer I proceeding was initiated to develop a
framework that would permit regulated carriers to provide enhanced services while detering

FCC Red 1135 (1988), second firther recon., 4 FOC Red 5927 (1989), Compuer 1
Order and Phase I Recon. Order, vacated, California v. FCC, 905 F.2d 1217 (5th Cir.
1990) (“California I"); Phase I1, 2 FCC Red 3072 (1987) (“Phase Il Order”™), recon., 3
FCC Red 1150 (1988), further recon., 4 FCC Red 5927 (1989), Phase I Order vacated,
California I, 905 F 24 1217 (9th Cir. 1990); Computer [Il Remand Proceedings, 5 FCC
Red 7719 (1990), recon., 7 FCC Red 909 (1992), pets. for review denied, California v.
FCC, 4 F.3d 1505 (9th Cir. 1993); Computer Il Remand Proceedings:Bell Operating
Company Safeguards and Tier | Local Exchange Company Safeguards, 6 FCC Red 7571
(1991) (“BOC Safeguards Order”), recon. dismussed in part, Order, CC Docket Nos. 90-
623 and 92-256, 11 FCC Red 12513 (1996); BOC Safeguards Order vacated in part and
remanded, California v. FCC, 39 F.3d 919 (9th Cir. 1994), cert. denied, 115 S. Cu 1427
(1995) (collectively, “the Computer [II proceeding”™).

Computer Il Order, 104 FCC 24 at 1007, 7 89.

T Computer Il Order, 71 FCC 24 a1 386, 2.
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such carriers from misallocating the costs of the competitive enhanced service 1o its captive

ratepayers or from discriminating against its enhanced services competitors that relied on access

to the underlying network services.

In the Compuzer IT Order, the Commission aniempted to address its cost allocation
and discriminstion concerns by requiring AT&T (and later the BOCs) to provide enhanced
services through a separate affiliate At the time, the Commission thought that a separate
affiliste would “preserve as mamy of the putative advantages of integration as possible and
[would) limit the disadvantages.™™

Accordingly, the Commission imposed a rigid soparate affiliate requirement on
the provision of enhanced services by AT&T and the BOCs. The Commission required that the
separate affiliste maintain its own books of account™ An enhanced services affiliate was also
required to “have its own operating, marketing, installation and maintenance personnel for the
services and equipment it offers™ and was prohibited “from using in common any leased or
owned physical space or property” on which facilities used for basic telecommunications
services were located.” In addition, the Commission als> required AT&T and the BOCs to

obtain spproval of capitalization plans for their cnhanced services affiliates.*’ In adopting these

B Id a1461,9202.
¥ Computer Il Order, 77 FCC 2d a1 476, § 236.
¥ o Id m1477,9239.
' Id a1477,9240.
¥ Id u1485,9258.
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and other separation requirements, the Commission believed that it had adopted only the
“minimum necessary” to address its regulatory concerns.”

2. The Compater [l Proceeding

In the Computer ITl proceeding, the Commission concluded that it iuzd not, in £zt
MMWWWMHth Rather, the Commission
lmuummwmmmmnrmm
deployment of enhanced service capabilities. Spﬁﬁuﬂy,hCmiﬁmfmmdthﬂhy
mmnmmormmmm*-m‘muw
morwmmmmwmmm. Regarding
mmmwwmmﬂnmﬂﬁpﬁuﬁmnfﬁdﬁﬁn
personnel and resources. Sqﬂrlﬁonﬂmrmﬂmdinmbﬂnﬁnlimﬁ:im:gu?mﬂm]
mbhwmmdrmhﬁemmhmmtdmmcmmdwm
they serve” and were unable to offer “system solutions™ to their customers® service peeds >

h!mmvzﬁn&mmummdmnmmtﬁhm&mmthﬂ
cffectively denied consumers the benefits of innovative new services”® The Commission
pmﬁmummmm&;nmmammwwmummk"
of a service that had been “completely foreclosed to the public” because of the Compuaer If
separate affiliate rules > Pro-divestiture AT&T had requested a waiver of the Computer [T

P Id m476,9235.

¥ Computer Il Order, 104 FCC 2d at 1008, 1 91.
Id. at 1007, 1 89.

¥ Id 211008, §90.

[
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separate affiliste requirement to allow the BOCs 1o provide Custom Calling II oz an integrated
“asis.” The Commission denied the waiver, finding, smong other things, that AT&T could
provide Custom Calling II through a separate subsidiary “economically” and that AT&T had not
shown that “others wil! not be able to provide the service ubiquitously.™™ In fact, as of the date
of the Computer IIT Order, “no such nétwork-based services ha[d] been offered. ™ The
Commission particularly noted that, while services similar to Custom Calling II were on the
market, “the Computer [l regulatory regime . . . prevented consumers, and particularly small-
business and residential consumers, from having yet another choice . . . in the VMS
marketplace.”™

As a result of the Commission's experience with Custom Calling [1 and the
Computer [] framework in general, the Commission concluded that “there is at least a substantial
likelihood that [the Commission’s) regulations in this area have boen part of the problem, not
part of the solution.™' Accordingly, the Commission eliminated the separate affiliste
requirement for the provision of enhanced services by AT&T and the BOCs and replaced them
with a more reasonable framework of non-structural safeguards. These non-structural safeguards

included the development of Comparably Efficient Interconnection and Open Network

¥ See American Telephone & Telegrank Petition for Waiver of Section 64.702 of the
Commission ‘s Rules and Regulations, Memorandum Opinion and Order, 88 FCC 2d 1
(1981).

¥ Id a126-27,1185, 87.

" Computer IIl Order, 104 FCC 24 at 1008, § 90.
“  Id (cmphasis added).

“ Id 211003,979.
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Architecture to ensure that competitors were afforded an equal opportunity to compete, and cost
allocation rules to protect ratepayers against cost misallocation.

The effect of eliminating Computer IT's separate affiliate requirement on the
deployment of enhanced services has been unmistakable. As early as 1991, the Commission
observed that “BOCs have provided voice mail service, E-Mail, gateways, electronic data
interchange, data processing, voice store-and-forward, and fax store-and-forward services.™
The Commission was particularly impressed with the deployment of voice mail services, noting
that “(i]n the relatively brief time that the BOCs have been permitted to provide that service,
voice mail has been provided to rapidly increasing numbers of customers in their regions at
reasonsble prices.™ Moreover, as the Commission noted in 1995, structural separation proved
10 be unnecessary to prevent discriminatory treatment by the BOCs against their competitors.
In short, replacing structural separation with » framework that permitted the BOCs to offer
enhanced services on an integrated basis achieved the results that the Commission is seeking to
achieve here: the deployment of innovative new services on an efficient and timely basis and the

development of a robustly competitive market.

“  BOC Safeguards Order, 6 FCC Red & 7575, at 1 7.

“ Id Indeed, voice-mail services are now svailable 1o approximatety 90% of BellSoutk

“ See Computer [Tl Further Remand Proceedings: Bell Operating Company Provision of
Enhanced Services, Motice of Proposed Rulemaking, 10 FCC Red 8360, 8379, 29
(1995).
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B.  THE COMMISSION SHOULD ADOPT A FRAMEWORK THAT WILL
ENCOUARGE ILEC FROVISION OF ADVANCED SERVICES ON AN
INTEGRATED BASIS

Given the proven success of using a noo-structural safegusrds framework in
promoting the deployment of enhanced services, the Commission should adopt a framework in
this proceeding that will sumilarly encourage [LEC provision of advanced services on an
integrated basis. mmmmmhmwmmmmto
enjoy economies of scope and realize efficiencies of operation, which will lead to broader
deployment and lower cost for consumers. Moreover, non-structural safeguards here can
cffectively assure that competitors have access to the facilitics and capabilities they require to
provide advanced services. Indeed, these safeguards are already in place. For example, existing
rules granting competitors nondiscriminatory access 1o unbundled network elements of the
circuit-switched network ensure that competitive advanced services providers will have sufficient
capabilities to provide a competing service to consumers. Price caps and resale requirements, not
to mention competition in capital markets, cffectively eliminate any incentives for

Moreover, facilitating ILEC provision of advanced services on an integrated basis
will promote competition by reducing regulatory distinctions among competing providers.
ILECs face competition in the advanced services market from cable operators, satellite service
providers, and other telcos. These competitors may freely structure their businesses in any
manner that they believe best responds to market conditions. Ar asymmetrical regulatory policy
that fails to provide ILECs with similar flexibility would only distort this competitive market by

raising [LECs' costs and diminishing their ability to respond to consumer dema=d.
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The Commission should not entertain the mistaken notion that Section 272 of the _

act” in any way diminishes the detrimental effect that a separate affiliate framework could have
on the deployment of advanced services. Congress enacted Section 272 as (hic transition
mechanism through which BOCs would be able to enter the interl ATA market, from which they
had been previously excluded. To that end, Congress imposed exceedingly stringent separation
requirements, but limited Section 272's application to BOC affilistes providing interLATA
services and, even in that instance, limited the spplication of Section 272 to three years from the
date of grant of Section 271 relief

Advanced services such as DSL service, however, are distinctly different in kind
and regulatory consequence. They function as access services connecting CONSUMETS Lo
information Jocated on the Internet or on other data networks via ISP platforms. As Congress did
not include access services within the scope of Section 272, the Commission should not now
circumvent Congress’ framework by relying on a Section 272-type framework in this
proceeding. To the contrary, the Commission should fulfill Congress’ intentions by
expeditiously granting Section 271 relief so that BOCs can provide interLATA data services on
par with its competitors and thereby be given the ability to compete fully in the entire advanced

services market. ¥

“  41UscC.§272

“ Id §27T2(AX2), (0X1).
‘7 See Section V infra.
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IV.  INPLACE OF THE SEPARATE AFFILIATE APPROACH, THE COMMISSION SHOULD
INTERPRET THE COMMUNICATIONS ACT TO REMOVE REGULATORY IMPEDIMENTS TO
I[LEC INVESTMENT IN ADVANCED SERVICES

As explained above, a regulatory approach that facilitates [LEC provision of
advanced services on an integrated basis will most effectively promote competition in the mass
mariet for advanced services. Even if the Commission comrectly has decided that it cannot
forbear from Section 251(c) for [LEC’s advanced services, the Commission still retains ample
authority to interpret the Act in & manner that does not diminish ILECs’ incentives to invest in
the provision of advanced services.

Such aq interpretation requires, at 2 minimum, that the Commission refrain from
adopting burdensome new unbundling snd resale rules for advanced services that fail to reflect
the evolving nature of the advanced services market. Equally important, the Commission must
aggressively exercise its forbearance authority to grant relicf in appropriate cases from dominant
carrier pricing and tariffing requirements applicable to ILECs' advanced services offerings.
Finally, the Commission must be vigilant in ideatifying and climinating other existing or
potential barriers that inhibit [LEC investment in advanced services, especially those barriers that
restrict the ability of ILECs to provide interLATA advanced services on the same basis as their
competitors.

Adopting this fremework will belp ensure that competition, not regulation,
remains the driving force behind the deplyyment of sdvanced services. Competition cannot
develop without distortion as long as certain players are excluded from significant portions of the
market or are otherwise handicapped.
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A.  THE COMMISSION SHOULD ADOPT UNBUNDLING AND RESALE
RULES THAT REFLECT THE EQUAL OPPORTUNITY THAT ALL
COMPETITORS HAVE TO INVEST IN THE DEPLOYMENT OF

Iﬂmﬁmhhmmmmmﬂﬁm}ﬁmmm&ﬁmlﬂ{c]
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mﬁmhhﬂlwmdﬂzm. Structural separation, however, is
unnecessary and ill-advised. mcmﬁmwmmmwnmmmmm
mmwmmmmimhmmmwm
ILECs and new entrants.

1. The Commission Should Not Adopt Prescriptive Unbundling Rules
For Advanced Services Equipment

Mmmmntuhmmhnmmm While many firms
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services. As the Commission has noted, it has the authority “to refrain from requiring incumbent
LECs to provide all network elements for which it is technically feasible to provide sccess ™ **
The Commission must also refrain from requiring unbundling where the [LEC's failure to
provide requested network elements will not impair the ability of the requesting carrier to
provide its services.” Similarly, the Commission has the authority to refrain from adopting any
specific unbundling proposals and to allow negotistion and arbitration to decide whether
unbundling of advanced services network elements is appropriate.

Declining to prescribe national rules does mot mean that competitive advanced
services providers will be denied access to the elements they need to provide service. The rules
adopted in the Local Competition Order guarantee that competitors will be able to provide their
own advanced scrvices by purchasing elements of the underlying circuit-switched network oo an
unbundled basis. Indeed, BellSouth already has made available unbundled network elements that
support the deployment of DSL services, enabling competitors (o deploy the equipment of their
choice. Competitors may then attach their own DSLAM or other advanced services equipment

“ Implementation of the Local Competition Provisions in the Telecommunications Act of
1996, First Report and Order, 11 FCC Red 15499, 15640, § 278 (1996) (“Local
Competition Order”™), aff'd in part and vacazed in part sub nom. Competitive
Telecommunications Ass'n v. FCC, 117 F.3d 1068 (Bth Cir. 1997) and Jowa Urilities Bd.
v. FCC, 120 F.3d 753 (8th Cir. 1997), wrir of mandamus issued sub nom. Jowa Utilities
Bd. v. FCC, No. 96-3321 (8th Cir. Jra. 22, 1998), petition for cert. granted, 118 S. CL
879 (1998) (“Local Competition Order™), Order on Reconsideration, 11 FCC Red 13042
(1996), Second Order an Reconsideration, 11 FCC Red 19738 (1996), Third Order on
Reconsideration and Further Notice of Proposed Rulemaking, FCC 97-295 (rel. Aug. 18,
1997), aff'd sub nom. Southwesiern Bell Telephone Company v. FCC, Case Nos. 97-3389,
97-357, 97-3663, and 97-4106, (8th Cir., August 10, 1998), further recopsideration
pending.

“ 47US.C. §271(dX2).
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to these clements. ® hlhhmﬂ.ﬁ&dnmtaﬂﬂynymeﬁﬁuldmumym
must make the same new investments to deploy their own advanced services networks.

Moreover, the Commission must not view ADSL as the only advanced services
product that will be offered by the ILECs, but should recognize ADSL technology as &
transitional metbod of providing additional bandwidth for advanced services over the local loop.
NmWﬂMMMWﬂmmmmphuﬁba
decper into their networks. These placements include fiber-to-the curb. As these fiber
deployments expand, it is inevitable that advanced services will transition likewise to the fiber
networks. mmymmummmmMrmﬁwm
mbm&ﬁngmquhmmh%mmhhlymmﬁﬁmmﬁh«-hmdbcﬂmop
technologies.

HhCﬁmﬁﬁm:ﬁmhﬂnﬂﬁﬂMgowaﬁmw
i:mmﬁum&mgrmnl,mmmmrmndhﬂymm
some type of access to an [LEC's advanced services equipment, the negotiation and arbitration
pmcmmbﬁlhadinﬁwﬁmﬁlndlﬂofﬂuﬁmwmﬁumﬁdmwm&w
competitor to obtain such access without Commission intervention and better fits the fluid nature
of the market and the technologies. Congress specifically permitted parties to negotiate and enter
hmﬁnﬁngmhmbmﬂbgnfmﬂdmu“ﬁmmnuguﬂmmmduu

* As Commissioner Ness has observed, “[t}be evolving DSL equipment necessary to carry
high-speed digital signals ou properly conditioned loops is available to both the [LECs
necessary to create advanced high-speed data communications services.” Commissioner
Susan Ness, “To Have and Have Not: Advanced Telecommunications Technologies,”
MMMMNMWMm'I 1998
Washington Caucus (June 9, 1998).
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forth in™ Section 251(b) and (c).*' Congress also granted state commissions the authority to
arbitrate disputes arising out of such pegotiations.” As the Commission noted in the Loca!
Competition Order, state commissions have full authority to require ILECs to unbundle elements
that the Commission does not specify.” The Commission should not assume tiu:* advanced
services equipment (if actually needed for competitive entry) will not be available on an
unbundled basis unless the Commission requires it on a national level. Rather, the Commission
should first rely on voluntary negotiations and, if they fail, trust the state commicsions to fulfill
their statutory responsibility to make advenced services equipment available to competitors
where appropriate under Sections 251 and 252.

2. The Commission Should Retain Resale Rules That Grant ILECs The
Flexibility To Offer DSL Service On A Wholesale Basis

In the Norice, the Commission proposes to apply Section 251(c)(4) resale
obligations to [ILEC provision of advanced services, regardiess of whether such services are local
exchange or exchange access services.* This proposal is founded upon the Commission's
assmption that advanced services are generally marketed to residential or business users or to
Internet service providers (“ISPs™). Under the Commissior's assumption, because these users
are not telecommunications carriers, advanced services must be subject to Section 251(c)(4)

resale requirements.

= 47U.S.C. § 252(a)1).

2 d §2520)1).

9 See Local Competition Order, 11 FCC Red a1 15625, § 244.
' Notice a1 189.
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The Commission's analysis fundamentally misreads the requirements of Section
251(c)(4). Under Section 251(c)(4), an [LEC must “offer for resale at wholesale rates any
mmcﬁmmﬁumumWﬁMnmﬁ]mmmmnm
telecommumications carriers.™ Thus, by its express terms, the Section 251(c)(4) resale
obligations only apply if (1) a service is offered at retail and (2) the service is offered to
subscribers who are not telecommunications carriers. The Commission's proposal ignores the
first part of this two-part test

Under the Commission's proposal, advanced services are subject to Section
251(c)4) resale obligations because, in the Commission’s view, advanced services customers are
generally residential and business customers or ISPs, and not other telecommunications carriers.
Even if this were an accurate description of the market, it alone would not subject an [LEC's
advanced services offering to Section 251(c)4). As the Commission has recognized, Section
251(c)4) “does not require an incumbent LEC to make a wholesale offering of any service that
the incumbent LEC does not offfer 1o retail customers.™ There clearly are scenarios where ILEC
advanced services offerings will not be sold at retail, but will be sold in bulk 1o ISPs or carriers
for incorporation into the service they provide to their customers. In such cases, the actual costs
of providing the advanced services will be the same regardless of whether the customer is an ISP

Or & carTier.

o 47US.C. § 251(c)4).
% Local Competition Order, 11 FCC Red at 15934,  872.
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In the Local Competition Order, the Commission noted that, even though “end
m:sdumﬁm:ﬂyputhmmmmﬁnu.“”:mhmmmﬁmmmmbjm
to Section 251(c)4) resale requirements because they are “predominantly offered to, and taken
by, IXCs, not end users." Similarly, the Commission should not impose Section 251(c)4)
rm!enbﬁpﬁmmmmmmb-ummmmmndlmwuonlmm?
wholesale basis, regardless of whether end users occasionally purchase such services.

B.  THE COMMISSION MUST AGGRESSIVELY IMPLEMENT ITS SECTION 10

FORBEARANCE MANDATE TO REMOVE PRICING AND TARIFFING

RESTRICTIONS THAT IMPEDE ILECS' ABILITY TO RESPOND TO
MARKET CONDITIONS

Although this proceeding is intended to facilitate the deployment of advanced
services, conspicuously absent from the Notice is any discussion of providing [LECs that offer
advanced services on an integrated basis relief from dominant carrier pricing and tariffing
restrictions.” Since the Comperitive Carrier proceeding in the early 1980s,* the Commission
has recognized that stringent pricing and tariffing restrictions for carriers without market power

T Id a115934, 1873

Id at 15935, 9 874.

#  Dominant carrier regulation includes (1) any spplicable price cap or rate of rewurn
regulation for ILEC provision of advanced services, (2) the requirement that [LECs file
tariffs on more than one day's notice with cost support, (3) restrictions on contract
cﬂﬁl;:.lnd{#)lnydomhﬂmi:&:&m!llmquirmﬂmmylpply.

“  Policy and Rules Concerning Rtes for Competitive Carrier Services and Facilities
Awthortzations Therefore, CC Dit. 79-252, First Report and Order, 85 FCC 24 1 (1980);
Second Report and Order, 91 FCC 24 59 (1982); Fourth Report and Order, 95 FCC 2d
554 (1983), vacated sub nom. American Tel. and Tel. Co. v. FCC, 978 F.2d 727 (D.C.
Cir. 1992); Fifth Report and Order, 98 FCC 2d 1191 (“Competitive Carrier Fifth Report
and Order”™); Sixth Report and Order, 99 FCC 24 1020 (1985), vacated sub nom. MCJ
Tel. Corp. v. FCC, 765 F24 1186 (D.C. Cir. 1985) (collectively, the “Comperitive
Carrier proceeding™).
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are unnecessary and, indeed, unwise. As explained in BellSouth's NOJ comments, [LECs that
piovide DSL services do not possess market power in the advanced services market ' Removal
of dominant carrier regulation on ILEC provision of DSL service is accordingly an important
step in creating incentives for the deployment of sdvanced services.

The Commiss’on should aggressively exercise its forbearance authonity and grant
relief from dominant carrier pricing and tariffing requirements. Even if the Commission is
correct in its determination that it cannot forbear from the unbundling and resale obligations of
Section 251(c),” the Commission retains full suthority to forbear from pricing and tariffing
regulations, as such regulations do not implicate the ILEC obligations of Section 251(c) or the
interLATA restrictions on BOCs contained in Section 271.° Indeed, under Section 10, the
Commission is required to forbear from any regulatory requirement or statutory provision for
which (1) enforcement is not necessary to ensure that rates and practices of a telecommunications
carrier or service are just, reasonable and not unjustly or unreasonably discriminatory; (2)
enforcement is not necessary to protect consumers; and (3) forbesrance is consistent with the
public interest.® In making its public interest determination, Congress has instructed the
Commission to consider whether forbearance will promote competitive market conditions,

¢ See BellSouth NOI Comments at 31-36.
€ Ordera179.
@  47US.C. § 160(d).

®  Id §160(a); see also Powell Remarks (“Congress . . . made a number of changes itself
directly [in the 1996 Act] . . . [p)erhaps non more important than regulatory forbearance,
which commands us not to apply any regulation if we determine certain things.”).
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including whether forbearance will enhance competition among telecommunications service
providers.”

Where a carrier is non-dominant in a particular service, the Commission has
effectively determined that the elements for Section 10 forbearance are present® In the
Mwm'mmmmnmmmmucmm
streamline regulation of non-dominant carriers and provide such carriers with flexibility to
establish their prices and service offerings in response to market demand. The Commission
found that regulation was unnecessary to protect against unjust, unreasonable, and discriminatory
rates because market forces would amply provide such protection® Moreover, even without
stringent dominant carrier pricing and tariffing regulations, consumers would be protected
because they “could always turn to competitors.™ In light of the Commission's long-standing
policy on streamlining regulation of non-dominant carriers, the Commission should freely grant
offerings in any case in which the requesting carrier demonstrates its lack of market power in the

advanced services market.

“  Id §160().

% See,eg., Motion of AT&T Corp. 1o be Reclassified as a Non-Dominant Carrier, Ordez,
11 FCC Red 3271 (1995) (“AT&T Reclassification Order”™), Order on Reconsideration,
Order Denying Petition for Rulemaking, Second Order on Reconsideration in CC Docket
No. 96-61, 12 FCC Red 20787 (1997).

. See Powell Remarics (Mit is plain to see that the market is a replacement for regulstors
making decisions about what services will be offered, what technology will be deployed,
by whom, to whom, and at what price.”).

b Implementation of Section 402(b)(2)(A) of the Telecommunications Act of 1996, Notice of
Proposed Rulemaking, 12 FCC Red 1111, 1131 0.75; ser also Comsar
Order and Notice of Proposed Rulemaking, File No. 60-SAT-ISP-97, FCC 98-78, 1 9
(rel. April 28, 1998).
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Y. THE COMMISSION SHOULD ACT QUICKLY TO REMOVE THE PRINCIPAL REGULATORY
BARRIER TO ROBUST COMPETITION AND INVESTMENT IN THE ADVANCED SERVICES
MARKET: THE INTERLATA PROHIBITION

The procompetitive proposals outlined in these comments are only initial
measures that the Commission should take in this proceeding to foster competition in and
deployment of advanced services. If the Commission goes no further, however, its actions will
have a relatively small impact on BOCs' investment in advanced services. Without interL ATA
relief, BOCs will be hamstrung in their ability to satisfy customers’ demand for end-to-end high-
speed data services and will have severely limited access to the revenues available to suppornt
advanced services initistives. Customers demand that high-speed access services, like ADSL
and cable modems, not be impeded by bottlenecks within the Internet itself, as is evident from
the major cable operators' initistives to construct nationwide backbones and caching servers.
BOCs must similarly be permitted to ensure that their customers get the full benefit of end-to-end
high-speed access service.

Every other actual or potential provider of advanced services capabilities —
including GTE, other non-BOC ILECs, CLECs, and cable operators — may provide their
customers with end-to-end networking services regardless of geography, while the BOCs are
required to hand off their high-bandwidth signals to other carriers at LATA borders.*” This
regulatory restriction operates as a substantial competitive disadvantage to the BOCs vis-i-vis
their many broadband competitors. BOCs alone cannot provide their advanced services
customers assurance of end-to-end service quality and security, as they deaiond. Nor do BOCs

have full access to the advanced services market's growing revenues o support their investment.

“  See BellSouth NOI Comments at 44-46.
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If the Commission truly seeks to promote the deployment of advanced services on a timely basis,
it i imperative that it promptly grant Section 271 petitions and remove this high hurdle to full-
fledged competition.™ Without this relief, BOCs' opportunity to invest profitably in hroad-scale
deployment of advanced services throughout their regions will be severly constrained.

While BellSoutl. does not object to the Commission's liberally granting petitions
for LATA boundary modifications for advanced services, and encovrages the Commission to do
so, the Commission must not be deluded: such modifications will have little, if any, impact on
competition or on BellSouth's investment incentives. LATA boundaries are legal constructs that
arose out of divestiture more than a decade 2go and do not represent an efficient geographic
division for advanced services networks. Modifying LATA boundsries to permit BOCs to
deploy advanced services, while a procompetitive gesture, would not address the fundamental
incompatibility of the LATA construct with the provision of advanced services and would lcave
BOCs at a substantial competitive disadvantage and with limited investment incentives. It is
access to the interLATA market that will drive increased investment and rapid, broad-scale
deployment of services such as ADSL.

V1. ANILEC AFFILIATE THAT COMPLIES WITH THE SEPARATION REQUI REMENTS ADOF ED
IN THE COMPETITIVE CARRIER PROCEEDING SBOULD NOT BE DEEMED AN ILEC

The unbundling and resale obligations of Section 251(c) apply only to firms who
were [LECs when the 1996 Act was enacted and to their “successor and assigns.” ' In the

Notice, the Commission proposes to allow [LECs to create a “truly” separate adivanced services

» Al a minimum, the Commission should not attempt to use this proceedin 3 to impose
additional roadblocks or conditions on the sbility of BOCs to obtain Section 271 relief

T 47US.C. §251().
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affiliate that would not be deemed a successor or assign of an ILEC and, thus, would not be
subject to Section 251(c) requirements.™

As explained above, the separate affiliate concept proposed in the Notice is simply
the wrong approach to adopt for [LEC provision of advanced services. If the Commission seeks
to promote the deployment of advanced services, then it should adopt reasonable interpretations
of the Act that permit ILECs to provide services on an integrated basis. Without this ability, the
“option” of forming a separate affiliate effectively operates as a Commission mandate directing
ILECs to provide advanced services using a prescribed business structure. Rather than proceed
down that path, BellSouth urges the Commission to abandon the separate affiliste approach
altogether and concentrate instead on facilitating ILEC deployment of advanced services on an

The Commission should not misconstrue the discussion in the remainder of this
section. BellSouth strongly believes that the recent imposition of the Comperitive Carrier
separation requirements with respect to in-region CMRS services and non-BOC provision of in-
region, interexchange services are unwarranted and excessive. Nonetheless, the precedent of
those cases prectudes the Commission from imposing a greater degree of separation in order for
advanced services affiliates to avoid the obligations of their affiliated [LECs. Indeed, a
significantly lesser degree of separation is sufficient to achieve that end.

If the Commission persists ir formulating a separate affiliate option for the
provision of advanced services, BellSouth opposes the current proposed framework because it far

exceeds what is legally and practically necessary to form a non-ILEC affiliate. Rather than

?  Notice a1 92.
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impose the rigid separation requirements of Section 272, which were designed merely as a
transitic 3 framework for BOC entry into interLATA services, the Commission should follow its
more recent decisions and base any separation requirements upon the framework developed in
the Comperitive Carrier proceeding. This framework provides greater flexibility to achiev=
some of the efficiencies of integrated operation while adequately insulating the affiliate from
ILEC status.

A.  THE COMMISSION SHOULD NOT RELY ON SECTION 272 IN

DEVELOPING THE SEPARATION REQUIREMENTS FOR ADVANCED

SERVICES AFFILIATES.

In the Notice, the Commission proposes a variety of scuctural separation and
nondiscrimination requirements with which [LECs" advanced services affiliates would be
required to comply to escape ILEC status.” These requirements are derived from the separation
requirements contained in Section 272 of the Act’* and from the Commission decisions
implementing that section.” Section 272, however, is concerned with the unique situation of

BOC entry imto the interLATA market, a market from which BOCs have been excluded since

? Id a1996.
*  47USC.§272.

™ See Implemenzation of the Non-Accounting Safeguards of Sections 271 and 272 of the
Communications Act of 1934, as amended, First Report and Order and Further Notice of
Proposed Rulemaking, 11 FCC Red 21905 (1996) (“Non-Accounting Safeguards
Order™), Order on Reconsideration, 17 FCC Red 2297 (1997), recon. pending, petition
Jor summary review in part denied and motion for voluniary remand granted sub nom.,
Bell Atlantic v. FCC, No. 97-1067 (D.C. Cir. filed Mar. 31, 1997), Second Order on
Reconsideration, 12 FCC Red 8653 (1997), aff'd sub nom. Bell Atlantic Telephone Cos.
v. FCC, 131 F.3d 1044 (D.C. Cir. 1997), Second Report and Order, 12 FCC Red 15756
(1997); Implementation of the Telecommunications Act of 1996: Accounting Safeguards
Under the Telecommunications Act of 1996, Report and Order, 11 FCC Red 17539
(1996).
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1984, The Section 272 framework far exceeds what is required for intral ATA advanced services
affiliates to avoid ILEC obligations and should not be adopted in this proceeding.

In enacting the 1996 Act, Congress sought to create a procompetitive,
deregulatory framework that would, among other things, increase competition in wterLATA
services by removing the bar on BOC entry into that market. To that end, Congress enacted
Section 272 to serve as a transition mechanism between complete prohibition and full-fledged
BOC participation in the interl ATA market. By its terms, the Section 272 separaie affiliate
requirement for interL ATA services must end “3 years after the date [a BOC or BOC affiliate] is
authorized to provide interL ATA telecommunication services :mder Section 271(d),” unless
extended by the Commission. ™ Nothing in this transition framework suggests that Congress
believed that Section 272 separation requirements represented a preferred method of encouraging
the deployment of new and innovative services or that compliance with Section 272 would be
required to avoid ILEC status. Given the unique regulatory setting that Section 272 was intended
to address, the Commission should not rely on the Section 272 framework to determine whether
an [LEC affiliate will be deemed to be an ILEC for purposes of Section 251(c).

* 47 1J.S.C. § 272(fX1). In addition, the Commission may forbear from applying Section
272 in appropriate circumstances prior to the expiration of the three-year term. Bell
Operating Companies; Petitions for Forbearance from the Application of Section 272 of
the Communications Act of 1934, as Amended, to Certain Activiries, Memorandum
Opinion and Order, CC Dkt No. 96-149, DA 98-220 (CCB Feb. 6, 1998), erraza, Mar. 3,
1998.
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B.  THE SEPARATE AFFILIATE FRAMEWORK DEVELOPED IN THE

COMPETITIVE CARRIER PROCEEDING IS MORE THAN SUFFICIENT TO

INSULATE ADVANCED SERVICES AFFILIATES FROM ILEC STATUS

The central purpose of a separate affiliste option is to establish “separation
requirements for advanced services affiliates [that would be] sufficient for those alSliates o be
deemed non-incumbent LECs.™" A soparation framework based on the Competitive Carrier
model would more than satisfy this objective. Under a modified version of this framework, an
advanced services affiliate would not be deemed an ILEC if the affiliste (1) maintains separate
books of account, (2) does not jointly own transmission or switching facilities with its affiliated
LEC that the LEC uses for the provision of local exchange services in the same in-region market,
(3) acquires telecommunications facilities, services, or network elements from the afhiisted [ EC
pursuant to tariff or a negotisted agreement under Sections 251 and 252 of the Act, and (4)
acquires non-telecommunications services from affiliatsd LEC on an arm's length basis pursuant
to the Commission's affiliate transaction rules.” As explained below, the Competitive Carrier
framework fulfills all of the goals behind forming a separate affiliste while providing [LECs with
greater flexibility to structure their business operations in a manner that better comports to
market demands.

Notice a1y 96.

™ See eg., Competitive Carrier Fifth Report and Order, 98 FCC 2d at 1198, 1 9;
Amendment of the Commission's Rules 1o Establish Competitive Service Safeguards for
Local Exchange Carrier Provision of Commercial Mobile Radio Service, Repon and
Order, 12 FCC Red 15668, 15673, § 5 (1997) (“LEC-CMRS Order™), clarification, 12
FCC Red 17983 (1997).
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1. The Competitive Carrier Framework Ensures That Advanced
Services Affiliates Are Not Deemed ILECs

In the 1996 Act, Congress adopted a precise and limited definition of which
entities would be considered ILECs and would be subject to the obliganons of Section 251(c).
ILECs are only those entities that were members of the National Exchange Carriers Association
mmﬂm:huqufmm&mlmmwmmmuﬁm.“ As no
advanced services affiliate would have been 2 member of NECA in 1996, such affiliates could
only be deemed ILECs if they are “successors or assigns” of an [LEC.

In adopting a limited definition of an ILEC, Congress intended that [LEC status,
and the obligations tied to that status, should only apply to entities that controlled the embedded
phone network and not to entities that were merely affilisted with [LECs.* The Commission
recognized the limited meaning of s “successor or assign” in the Non-Accounting Safeguards
Order. There, the Commission expressed concern that 2 BOC would be able to circumvent the
requirements of Section 272 by transferring “key local exchange and exchange access services
and facilities to the 272 affiliste.™' The Commission concluded, however, that such 2 transfer
could not circumvent Section 272 beczuse “if a BOC transfers 1o an affiliated entity ownership of
any network elements that must be provided on an unbundled basis pursuant 1o section

251(c)3),” the transferee would be an “assign” of the BOC and thus, would also be subject to

™ 47US.C. §251(h). The Commission also may treat a carrier as an ILEC if the carrier
occupies a market position comparable to that of an ILEC, the camrier has substantially
replaced the ILEC, and such treatment is in the pubic interest. Jd There can be no
reasonable argument that an advanced services affiliste would fall within these criteria.

o Compare id. § 271(a) (restricting interLATA services provided by BOCs or “any
affiliate” of a BOC).

¥ Non-Accounting Safeguards Order, 11 FCC Red &t 22054, § 309.
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Section 272.% Similarly, only where the advanced services affiliate becomes a “successor” of
the LEC (e.g., through a merger) or becomes an “assign” of the LEC by obtaining ownership
over “key local exchange and exchange access services and facilities™ should such affiliate be
deemed an [LEC subject to the obligations of Section 251(c).

A separate affiliste that complies with the Competitive Carrier framework
sufficiently insulates the affiliste from [LEC status. Such an affiliate is not a successor of the
ILEC, as the [LEC will continue to provide local exchange and exchange access services i its
region. Nor is an advanced services affiliste an assign of the ILEC. The ILEC would retain
ownership over all of the network elements of the underlying circuit-switched network. Ounly
facilities and services that are used to provide DSL service or other advanced services would be
transferred to the affiliate.® Accordingly, adopting the Comperitive Carrier separation approach,
rather than the more onerous Section 272 model, for advanced services affiliates fulfills the
primary objective of the separate affiliate option: to allow an ILEC to provide advanced services
without being subject to Section 251(c) obligations.

2 The Competitive Carrier Framework Protects Against Cost
Misallocation And Discriminstory Tieatment

As explained above, a separate affiliate framework is unnecessary to protect
that price cap regulation and resale requirements greatly diminish the incentive that a camier may

N 1
©  See Section VI.C infra for a discussion of transfers to the advanced services affiliates.
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have to misallocate costs."' Other non-structural safeguards, such as the sbility of comperitors to
obummhmdldnﬂwwkdmmmmﬁd:ﬂ:ﬂmmmmmmw
discrimination. However, to the extent an [LEC chooses 1o offer advanced services using a
separate affiliate, the Comperitive Carrier framework addresses any lingering concerns shout
Carrier separation model to address concerns regarding cost misallocation and discrimination
since it issued the Competitive Carrier Fifth Report and Order in 1984. In the Comperitive
wrwwmm.mcmmmwmm
domestic, interstate, interexchange services through a separate affiliate that complied with certain
separation safeguards would not be regulated as dominant in those services. The Commission
mquhedthn:hnﬂliﬂe(l}luwmboahofmu.{z}mmjuinﬂym
transmission or switching facilities with the LEC, and (3) must acquire services from the LEC
pursuant to tariff." mcmm@mmymmmuuyurmcmmm
Carrier famework 1o protect against cost misallocation and discrimination for non-BOC
provision of in-region interstate, domestic, interexchange services in the Dom/Nondom Order.*

" See, e.g., Computer [l Further Remand Proceedings: Bell Operating Company
Provision of Enhanced Services, CC Dict. No. 95-20, FCC 98-8, a1 7Y 44, 58 (rel. Jan. 30,
1998); Price Cap Performance Review for AT&T, 8 FCC Red 6968, 6968, § 3 (1993).

¥ Competitive Carrier Fifth Report and Order, 98 FCC 24 a1 1198, § 9.

v R@hﬂwfﬁuﬂmg’ﬁﬂhﬁﬁmqﬁ%hﬂm%ﬂaﬁgmm
LEC’s Local Exchange Area, Second Report and Order in CC Docket No. 96-149 and
Third Report and Order in CC Docket No. 96-61, 12 FCC Red 15756, 15854,9170
(1997), Reconsideration Order, FCC 97-229 (rel. June 27, 1997) (“Dom/Nondom
Order™).
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Sm.hwmnﬁdmlmﬁﬁd?uﬁmnfmm
me&mwmtmﬂndmmufmmmmmdmmmm on
in the LEC-CMRS Order. In that order, the Commission concluded that a Compericive Carrier
lwdufwhwu-nnmmhinﬂﬁmmmw“ﬁq—w;
mﬂmu-mmmmc'smmmmmmm
mumwhmmmm-ﬂmmmmmmm
receiving nondiscriminatory treatment.™" The Commission specifically rejected arguments that
more STINgent scparation requirements, such as those previously required between BOCs and

In Light of these precedents, applying a Competitive Carrier framework to ILECs
wtuchamﬁmvﬁ:dﬂnﬁmﬁw;hamnﬁﬁmmﬂﬂ&u:myw
concerns that the Commission may have regarding cost misallocation and discrimination ™

3 The Competitive Carrier Framework Would Grant ILECs Greater

mmnmusmdantmmmm*rmu-
Separate Affiliate

Adopting a Competitive Carrier framework for advanced services affiliates would
also allow a greater level of efficiency than would be available under the Commission’s proposed
“truly” separate affiliate framework. In the Comperitive Carrier Fifth Report and Order, the
Commission declined to require the domestic, interstate, interexchange affiliates of independent

¥ LEC-CMRS Order, 12 FCC Red at 15703, 57.
&

Id
¥ See Notice st 197.
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LECs to cmploy fully-separated personne! and marketing finctions.® Similarly, in the LEC.
CMRS Order, the Commission stated that requiring the CMRS affliate to have separate officers
and employees is not “necessary to prevent anticompetitive discrimination and cost
misallocation,” especially in light of the Commission's affiliate transaction rules.” The
Cmiﬁmmdﬁuﬂynmduﬁﬂubnmmmphyuﬁuwﬂym
mcﬁn’mmmhﬂmbﬂmmuwmaﬂiﬁmﬁﬂhmw
by a competitive benefit from such a ban "

Similarly, the Commission should reject the “truly” separate affilizte model
proposed in the Notice because it would impose enormous efficiency costs on ILECs and their
advanced services affiliates. As noted above, a prohibition on common officers, directors, and
employees will require unnecessary and wasteful duplication of resources.” Similarly, the
Commission has recognized that “[m]arketing plays an important role, and represents a
significant cost, in bringing new services to the public.™™ The Commission should not
“handicap™ ILECs by limiting their ability to jomntly market advanced services with their
affiliates, “particularly when significant competitors in the markets for [advanced) and integrated

*  Competitive Carrier Fifth Report and Order, 98 FCC 2d a1 1198, § 9.
"' LEC-CMRS Order, 12 FCC Red at 15706, § 64.
L ]

" See also Rules and Policies on Foreign Participation in the U.S. Telecommunications
Market, Report and Order and Order on Reconsiderstion, 12 FCC Red 23891, 24012,
1mtlmmmnmmhmmmmm;
foreign-affiliated carrier from taking advantage of economies of scale and scope that
could allow it to provide better service at lower cost 1o consumers.”), recon. pending.

¥ Compwer [l Order, 104 FCC 24 a2 1012, 7 99.
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systems are not so limited ™" For this reason, and the other reasons described sbove, the
“ommission not adopt a separate affiliate framework that is any more restrictive than the
Competitive Carrier framework for ILECs that choose to provide advanced services through a
scparate affiliate,

C. THE COMMISSION SHOULD ALLOW A ONE-TIME TRANSFER OF

ADVANCED SERVICES OPERATIONS TO AN AFFILIATE WITHOUT
DEEMING THE AFFILIATE AN ILEC

In the Norice, the Commission proposes to permit an [LEC to make certam
transfers to its advanced services affiliate without rendering the affiliste a successor or assign of
the ILEC.™ A liberal transfer policy must exist for a separate affiliate alternative to be
meaningfully available to ILECs. ILECs such as BellSouth have already begun deploying
advanced services in a number of areas. Such [LECs should have an opportunity to centralize
their advanced services offering in a single company. Accordingly, BellSouth urges the
Commission to allow ILECs choosing a separate affiliste option to make a one-time transfer of
its operations into a scparate affiliate without rendering the affiliate an [LEC. Any such transfer
should be exempt from any nondiscrimination requirement as the Commission proposed.”

In particular, any separate affiliste regime adopted by the Commission should
allow the transfer of all facilities used specifically to provide advanced services, including the
DSLAM, packet switches, and transport facilities.™ Network elements of the underlying circuit-

switched networks, such as loops, would remain within the [LEC and would continue to be

Id
Notice at 91 104-115.
/d atg111.

Id. 219108,

= 3 ¥ 2
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available to competitors on an unbundled basis. Similarly, the Commission should freely allow
th transfer of items other than facilities, such as customer accounts, employees, and brand
names, to the advanced services affiliste. These items are necessary paris of an advanced
services offering, and they are not elements that competitors require to provide 2 comyp=titive
voice or DSL service.

VII. THE COMMISSION SEOULD NOT TRANSFORM THIS PROCEEDING INTO ANOTHER LOCAL
COMPETITION PROCEEDING

The Commission initisted this proceeding to find ways to encourage the
deployment of advanced services. It is unfortunate that the Commission has become sidetracked
from that objective by proposing to revisit the collocation and loop unbundling rules that it
adopted only two years ago. Since the adoption of those rules, states have been diligently
fulfilling their responsibility to provide competitors access to local network elements. The
Commission should not now preempt the states in the name of promoting the deployment of
advanced services. On the contrary, the states, with their greater knowledge of local conditions
and their ability to arbitrate on a case-by-case basis, should continue to be at the forefront of
implementing the collocation and unbundling rules 1o promote the development of advanced
scrvices. The Commission should maintain the focus of this proceeding on developing a
framework that would allow ILECs to deploy advanced services on an integrated basis, and leave
(o the states the responsibility of implementing the collocation and unbundling requirements in
particular cases.
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A.  THE COMMISSION SHOULD NOT ADOPT ADDITIONAL COLLOCATION
AND LOOP UNBUNDLING RULES THAT INCREASE REGULATORY
BURDENS ON ILECS AND PREEMPT THE STATE COMMISSIONS

Section 251(c) requires [LECs 1o provide physical collocation or virtual
collocation on rates, terms, and conditions that sre just, reasonable, and nondiscriminatory. ™
Section 251(c) also requires [LECs to provide “nondiscriminatory access to network elemeuts on
an unbundled basis at any technically feasible point on rates, terms, and conditions that are just,
reasonable, and nondiscriminatory.™ ™ Congress specified that “[within 6 months after the date
of enactment of the [1996 Act], the Commission shall complete all actions necessary to establish

regulations to implement the requirements of this section.™*'
In the Local Competition Order, the Commission adopted collocation and

unbundling rules that purported to implement the requirements of Section 251(c). In adopting
those rules, the Commission properly chose to rely “heavily on states to apply these rules and to
mwmmhﬁm:mmmhmmm
markets.”'” With respect to collocation, the Commission established “minimum requirements
for nondiscriminatory collocation ammangements™ and granted Loe states the “flexibility to apply
additional collocation requirements.™® Similarly, the Commission established a “minimum list
of unbundled network elements™ that [LECs must make available, and specifically requested “the
states 1o evaluate, on a case-by-case basis, whether to require access to sub-loop elements, which

¥ 47US.C. § 251(c)K4).

'R Id §251(c)3).

1 Jd §251(d)1) (cmphasis added).

%2 Local Competition Order, 11 FCC Red at 15512, 21.
190 Jd at 15784, 9 558.
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can be facilities or capabilities within the local loop.™'™ In accordance with the Commission's
decision, state commissions have been diligently implemenung the Commission's collocation
and unbundling rules. The Commission should not now preempt the work of the state

commissions by adopting additional and unnecessary national standards for collocanua and lonp

B. RESPONSES TO SPECIFIC COLLOCATION AND LOOP UNBUNDLING
PROPOSALS
1. Allocation And Exhavstion Of Space

BellSouth opposes proposals in the Norice that would effectively micromanage
the collocation arrangements that [LECs enter into with their competitors. Of particular concern
are the Commission's proposals to adopt additional regulations governing the allocation and
exhaustion of collocation space at the central office. Availability of collocation space depends
on unique local conditions, such as building code requirements, that cannot be effectively
regulated at the national level. Accordingly, the Commission should not require ILECs to offer 2
particular collocation arrangement and should not presume that a certain mrrangement is
technically feasible at one location simply because it is available at another location.'”
Similarly, the Commission should not adopt presumptive intervals for implementation of
collocation arrangements or provision of unbundled network elements. Such a presumption steps
over state-established guidelines regarding provisioning timeframes for these elements. Further,
to require such intervals would not adequately account for roadblocks, often unforeseen, that may

anise in the implementation of collocation or unbundling arrengements. State commissions have

9 Id at 15624,  241; 15632, 1 259.
"% Notice at 9§ 137-39.
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ample authority to investigate and determine whether an [LEC is delaying collocation or
unbundling for improper reasons, and they are in a better position to evaluate on a case-by-case
basis whether a delay is justified The Commission should not use this proceeding to create
unnecessary presumptions against [LEC provision of collocation space or unbundled elements.

BellSouth also opposes the Commission's proposals 1o increase the informational
burdens on [LECs. The Commission proposes that [LECs that deny collocation because of space
limitations 1 :st allow as a matter of right the requesting carrier to tour the premises and that
ILECs must collect data and prepare reports on available collocation space, which must include
the “measures that the incumbent LEC is taking to make collocation space availsble.”'™ These
proposed requirements would only increase the paperwork and personne] burden on ILECs
without providing any measurable benefit for facilitating collocation.

The Commission also suggests that allowing a requesting carrier to tour the
central office would benefit state commissions. However, the Commission should allow the state
commissions to determine what is necessary to help them resolve any collocation disputes.
Finally, the proposed reporting requirement would force ILECs to periodically gather
information and prepare a report on their collocation space &t each of their central offices,
regardless of whether any carriers have requested collocation space at those offices. Instead of
prescribing inflexible national rules, the Commission should allow the parties to discuss and

resolve any issues they may have on a case-by-case basis.

% Id a1q147.
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2, Provisioning Of The Local Loop
At the outset, the Commission should clarify that, while [LECs are required to

provide unbundled local loops to competitive carriers, [LECs are not required to provide
assurances that such carriers will be able 1o provide DSL service to consumers over those luops.
Loop characteristics vary greatly, and the quality of & provider's DSL service may be adversely
affected by a number of factors, including interaction of loop characteristics (length, gauge,
insulation, etc.) with a particular vendor’s equipment. For DSL service, a primary factor may be
distance. DSL service is generally not feasible when the length of the local loop exceeds 18,000
feet.'” Depending on the type of DSL technology employed, that figure may be considerably
less.'® Similarly, even if an ILEC can provide DSL service over a particular loop, a competitor
may not be sble 1o provide snother DSL service because of the differences in technology. Thus,
the Commission should not presume that the inability of a competitor to provide DSL service
over a loop is the result of discriminatory access on the part of the [LEC.

Similarly, the Commission should not require [LECs to compile comprehensive
information about local loop conditions or the ability of a particalar loop to handle DSL
service.'” Large ILECs such as BellSouth have literally millions of loops across their regions.
Compiling information about loop conditions could take years and the expenditure of an
enormous smount of resources. Moreover, such information would almost never be relisble.

Changes to loop conditions occur constantlv, and attempting to keep track of loop information

7 BellSouth's ADSL service is designed to operate st distances of less than 18,000 feet.

'™ For example, high-rate DSL service generally is limited to distances of less than 12,000
feet.

% I mq157.
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that competitors might desire would be an administrative nightmare. Of course, 1o the extent
BellSouth has compiled such information, it will be made available to competitors upon request.
The Commission should not, bowever, force ILECs to gather information about the Jocal loop
that they would not otherwise gather and that another carrier may never request.

3.  Sub-Loop Unbendling Asd Collocation At The Remote Terminal

In the Notice, the Commission proposes to require [ILECs to provide competitive
DSL service providers with 2ccess to sub-loop elements and access to collocation in remote
terminals.'® While a DLC-delivered loop can transport the DSL's voice channel to the ceatral
office, currently installed DLC systems themselves cannot transport the DSL packet data
channels.'"' Sub-loop unbundling might enable CLECs to provide DSL services utilizing their
own high speed digital facilities to the remote terminal or, altemately, using unbundled high
speed facilities where ILEC remote terminal acoess to high speed digital facilities is available or
could be built for transport between the sub-loop and the central office. The Commission should
not attempt to prescribe a rule to address this situation, but should continue 1o leave the issue of
sub-loop unbundling to negotiation and, if necessary, arbitration by state commissions. This
statutorily prescribed process is u..quely capable of addressing the specific facts of a competitive
carrier’s unbundling request, while national rulemalking is not.

BellSouth vigorously opposes the Commission's proposal to require ILECs to

allow collocation in remote terminals. In the Notice, the Commission proposes that [LECs allow

" Id 219§ 167-176

"' Although the Commission stated in the Local Competition Order that it would be
technically feasible to unbundie loops that passed through a DLC system or other remote
terminal, that statement is correct only for voice channels. See id 21 97 54, 153 (citing
Local Competition Order, 11 FCC Red at 15692, § 383).
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remote terminal collocation. adﬁﬁmﬂy.ﬂwmm:mmmmdhmdhﬁpnﬁm
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that competitors obtain.

Moreover, collocation in remote terminals is unnecessary. BellSouth has been
whmwmmmm%mmmmmpﬂm
without providing collocation at the remote terminals. Instead of collocation, a cross-box to
mmwhmmwmofmﬁdmmm
full access to all necessary sub-loop elements. Not only is this solution technically feasible, but
ithumedﬁﬁmﬂmmpnfdhmmeme&mrmmthembmﬂednﬁm
elunemmnmmmwmmtymwmﬁu{mmmu}
network. Moreover, because the competitor would be utiliziag its own DSL equipment within its
mhm;ﬂnumpmmuhummlnvumemhﬁcﬂmunﬂh
DSL service it offers.
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" I atg174.
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requesting carrier.'” Section 252(d) specifically requires that [LECs receive compensation from
requesting cariers based on the cost of providing an unbundled network element. Requiring
ILECs to provide carmiers with additional alternatives at no extra cost expressly violates Section
252(d) because it would require ILECs to grant carriers additional elements without
compensation. In effect, this proposal requires [LECs to subsidize their competitor's enu; into
it would constitute an attemnpt to regulate the pricing of unbundled network elements, which is
not within the Commission's jurisdiction.'"*. The Commission's proposal is neither socessary to
promote competition in advanced services nor valid under the Act, and it should be rejected.

4. Spectrum Unbundling And Management Issues

In the Notice, the Commission proposes to address spectrum interference issues
related to the transmission of voice and DSL data signals over the same local loop.'"* The Notice
does not properly distinguish between two scparate issues: spectum management &nd spectrum
unbundling. On the one hand, spectrum management is concerned with limiting noise (i.e.,
crosstalk) between different loops within a cable sheath. This noise is typically caused by
multiple systems, which transmit on different frequencies, being connected to different loops.
For example, spectrum mansgement is employed to ensure that data being carried over one loop
does not interfere with voice that is being carried over a different loop within the same cable

sheath. Spectrum unbundling, on the other hand, refers to the idea of rwo or more service

" Notice st §173.
" See Jowa Utils. Bd., 120 F.3d st 793-800.
" Id at1g159.
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providers using the same loop to transport different services. Thus, spectrum management and
spectrum unbundling are completely separate concepts.

Spectrum management is critical as new systems are deployed using advanced
technologies. Fortunately, spectiumn mansgement is not new to the industry and efforts have
been made to develop proper standards to address this issue. The Commission accordingly
should rely on standard-setting bodies, such as ATIS Committee T1, to set guidelines for loop
spectnun management.

Spectrum unbundling, however, is a new concept, and one of great concern to
BellSouth. As discussed previously, advanced services, such as ADSL, are in their infancy.
Providers, including BellSouth, are just beginning to offer such services. While BellSouth's
deployment has been very successful from an engineering standpoint, there has been no time to
develop universal standards to govern provision and maintenance of such services. In such
situstions, it is extremely important that the services provided over the loop, both voice and data,
are engineered and controlled by the same provider to ensure proper quality to the end user. If
the Commission permits a competitor to obtain loop elements for the purpose of providing
advanced services only, the underlying voice carrier may be adversely affected bv interference
caused by incompatible technology. The cause of the interference would be transparent to the
subscriber, who would erroneously attribute the reduction in quality to inferior service by the
voice carrier. Only by maintaining the requirement that a competitor purchase the loop element
as a facility and not as a function can the Commission ensure that accountability over loop
quality is adequately maintained.

Moreover, BellSouth does not have any point on its network st which the loop can

be unbundled to allow the data portion of the spectrumm to go 1o another carrier while allowing
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BellSouth to keep only the voice portion. Accordingly, the Commission cannot, and should not,
wmmmwmmmmm-mmmmnﬁmm
reconstruct its network to allow the loop spectrum to be unbundled.

Fm.umw.mmmmwmmm
unbundling as being completely insppropriate. Indeed, in the Local Competition Orde:, the
mmmwwmmﬂmmm The
Commission explicitly stated:

loop element as merely a functional piece of shared facility, similar
mcmﬂywch-dmlﬁudmmmc.m
mbmdﬁng}]....mmld@iﬁm.budmm:tjwuf
mﬁ:mvidﬁmnh:ﬂhy.mﬂhwﬁrhwﬂf
mfunﬁdﬂ!yhﬁmdhmmdmmwmhﬂethnm
treatment is inappropriate. Giving competing providers exclusive
control over network facilities dedicated to particular end users
mmwmmmaﬁbmmm
such end users. In contrast, a definition of a loop element that
mm“mmmmwmtmm
provision of certain services in favor of others. '

mmmmmmmmarmm"mwm
referred to in making its decision in the Local Competition Order above. The Commission
cannot now arbitrarily pick and choose the types of new services for which it will and will pot
require spectrum unbundling. Nothing has changed since the issuance of Loca! Competition
Order. m&w.umm&mmmdmmmmm
ILECs to engage in spectrum unbundling for advanced services.

" See Local Compesition Order, 111 FCC Red at 15693, § 385,
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requirements if the ILEC uses non-NEBS-compliant equipment.'"’ Under this proposal, a
mmuwmummyummmum"mmmmmbum

able to provide uninterrupted service to consumers. E.E&mmthuhiﬁtylnrcjucuhe

Mmmmmum&muwm&mm
lmhmﬂnfqtﬁ;muﬁcnmﬂoﬂimmdonh:hop. Such uniform standards would
MﬁmuMﬂmM‘mmmmmmrm
competition in advanced services. The Commission must exercise caut 1, bowever, ic ensure
muitdmmwﬁmmmhnqﬁpmmm Rather ths establish
mwmmwwﬂwpﬂbﬁcmmmmﬁ

"7 Nottce 219 134,
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Committee T1 to develop the necessary standards for connection of equipment in the central
office

VIII. CONCLUSION
The emerping mass market for advanced services is a suining example of the

innovation that can occw when the Commission permits competition to flourish. Explosive
traditional industry lines to develop innovative technologies to bring those capabilities to an ever
greater number of people. The question in this proceeding is not whether advanced services will
be deployed, but how quickly will they be deployed to “all Americans, " as Congress intended.
Congress believed that such deployment would occur most rapidly if the Commission used its
authority to remove regulatory “barriers to infrastructure investment.” The Commission has an
opportunity to further the process of removing those barriers in this proceeding, by adoj ting a
regulatory policy that allows [LECs to compete freely and equally with its advanced se ices
competitors. Just as competition drove the investment in technology th 1t helped create the
advanced services market, competition will ensure that it continues to {.ounsh More intense
regulation, as proposed in the Notice, will stifle competition and investment. The losers will be

consumers and the American economy.
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REQUEST:

RESPONSE:

BellSouth Telecommunications, Inc.
FPSC Staff's Data Requests
Dated: October 19, 1908

Itern No. 10

Page 1 0of 1

Some parties argue that access to high-speed data services for
connection to the Internet or for connection to other data-retrieval
services should be included under the definition of basic local
telecommunication service. Do you agree or disagree with this
position. Please explain your answer in detail.

BellSouth supports the language adopted in the
Telecommunications Act at 47 U.S.C. § 254(c)(1)(B). wherein
Congress stated that advanced services or any other service
should not be added into the definition of universal service until
such a time that the service has "been subscribed to by a
substantial majority of residential customers.” High speed dala
services and other data retrieval services do not meet this
criterion at this time.
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ATTACHMENT A

UNDOCKETED
ADVANCED TELECOMMUNICATIONS DATA REQUEST

The requested information contains proprietary confidential
business information which is being produced subject to BellSouth’s
Request for Confidential Classification. The information listed below
is commercially sensitive information which is proprietary and
should not be disclosed to the public. Disclosure of such
confidential information could substantially harm the competitive
positicn of BellSouth by assisting competitors in analyzing market
opportunities, and in preparing marketing strategies to use in direct
competition with BellSouth. In addition, this information is valuable,
it is used by BellSouth in conducting its business, and BellSouth
strives to keep it secret. Therefore, it is a trade secret which should
be classified as proprietary, confidential business information
exempt from the Open Records Act pursuant to Section 364.183
Florida statutes.
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