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OVERVIEW 

Nearly three years after the hi storic passage of the Federal Telecommunications 

Act of 1996, there is still Ii ttle competi tion in Flori da 's local te lephone market. 

Inhospitable pricing for network elements such as local loops and switching, operational 

barriers, and staunch resistance from BellSouth have thwarted the dozens of competi tors 

tryin g to gain a foothold in the Florida local telecommunications marketpl ace. For 

Florida consumers to benefit from lower prices, advanced services like ADSL, innovation 

and jobs that competition will bring, the Florida Public Service Commission must ac t 

now to tear down the monopoly walls. That is why this petition is being filed. If 

compet ition is to thri ve, the Commission must change its pricing and require BellSouth to 

treat new entrants (who must access BellSouth 's networks and operations support 

systems and bu y its services) as valued cus tomers, rather than hos tile forces attacking its 

citadel. 

BELLSOUTH RETAINS CONTROL OF ITS FLORIDA MARKET 

FLORIDA MARKET SHARE COMPARISON' 

• Incumbent Monopolists 

. Competit lve Carriers 

*Figures re fl ect sratewide market, based on Com mission 's December 1998 report on Co mpetition in 
Telecommunications Markets in Florida. Market sbare for BellSouth 's service lerrilOry was not published . 



The Florida Local Telephone Market 

The Commission’s recent annual report on the status of local competition in 

Florida paints a bleak picture. Florida’s local telephone monopolies still control 98.2% 

of the overall local market, and an even greater 99.3% of the residential market.’ That is 

not because the new entrants are not trying. To the contrary, more than fifty competitors 

provide local telephone service in Florida, and are investing hundreds of millions of 

dollars to do so. Typically, such an influx of new entrants would begin to create a 

noticeable shift in market share as competitive forces rewarded the most innovative and 

efficient firms. But this process has yet to occur in Florida, because the local monopolies 

-- and BellSouth in particular -- have a stranglehold on the market and are doing all they 

can to keep it that way. 

The BellSouth Monopoly 

BellSouth has by far the largest share of the Florida market, and the vast majority 

of local telephone lines in the Southeast. As a result, competitive carriers in the 

Southeast have more experience dealing with BellSouth than any other local telephone 

monopoly. And because BellSouth has been attempting to win approval from 

southeastern regulators to offer in-region long distance service, it has been required by 

state regulators enforcing the 1996 Act to explain its systems, policies and practices 

relating to local service.2 By focusing on BellSouth first, the Commission can take 

Florida Public Service commission’s Decernhr I998 rcporl on Competition in Telecommunications I 

Markcts in Florida, p. 46. Nole rhal figures from the Commission’s report are from July 1998. ’ Thc Tctccommunicalians Act of I996 provides lhat before Bell npcrating companies can orkr in-region 
long disvance service, they must dcmonstrate that they have opened their local markets lo competition hy 
nieetiiig scvcral specific requirements. See 47 U.S.C. 5 271. 
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advantage of this groundwork and pave the way for competition throughout the State, and 

indeed the Southeast. 

BellSouth Lucks Incentive to Open Its Markets 

More than a year has passed since the Florida Public Service Commission gave a 

resounding “not yet” to BellSouth’s request to enter the Florida long-distance market, 

finding that BellSouth had failed to meet several of the Act’s fourteen competitive 

checklist items. Subsequent decisions by the FCC confirm that the Commission’s 

decision was correct and demonstrate that BellSouth has made little progress in the last 

year? 

Florida ratepayers have for decades paid BellSouth (several times over) to build a 

vast local telephone network that reaches into virtually every home and business within 

BellSouth’s service territory. By virtue of BellSouth’s monopoly control over that 

network, i t  holds the keys to the development of local competition. But BellSouth’s 

natural incentive is not to surrender its captive market. Early this year, BellSouth 

forecasted solid profit growth in part on the assumption that local competition ”does not 

have significantly increasing adverse impact on earnings through 1998. l r 4  Thanks to 

BellSouth’s bottleneck control of its network, this statement has become a self-fulfilling 

prophecy. 

See In re: Second Appliuutioa by BellSouth Cwp.  j b r  Provision of in-Hegiorr, Irrrel-LA TA Services in 1 

Louisirrna, CC Docket No. 48-1 21, Memorandum Opinion and Ordcr (rd. Oct. 13, 1998) (“La. 11 Order”); 
In re: Applirntioii of HellSouth Corp. to Provide In-Region, 1riter.U TA Services in Louisiana, CC Docket 
No. 97-23 1 ,  Mcrriorandutn Opinion aiid Order (rel. February 4, 1998); I f i  re: Application oj’BeLlSouth 
Corp. in Providr In-Region, InterLATA Servicrs in South Curdinu, CC Ducket No. 97-208, Memorandum 
Opinion and Order (rel. Dec. 24, 1997). 

BellSouth Form 8-K dated Jan. 22, 1998. An cxcerpt of an elcclronic copy is attached as Exhihil A. 1 
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Simply put, BellSouth’s desire to enter the low-margin long-distance business 

does not provide sufficient incentive to open the family jewel chest of its high-margin 

local monopoly. As a U. S .  District Court judge in Texas stated last month, about 

Southwestern Bell: 

SWBT argues entering the long-distance market under section 271 is a 
“carrot” to encourage it to quickly open up the local telephone service 
market. Entering the long distance market may indeed be SWBT’s carrot, 
but it is a small carrot, and keeping its local monopoly profits for as long as 
possible i s  S WBT’s Lifestyles of the Rich and Famous all-you-can-eat buffet? 

Likewise, U S .  West’s chief financial officer recently stated that although it considered 

long distance to be a necessary part of the bundle of services that meet customers’ needs, 

‘‘[i]tqs unlikely any of us (regional Bell operating companies) will make any money on 

long distance” after winning permission from the FCC. ‘ 
In a recent speech, Assistant Attorney General Joel Klein, head of the Antitrust 

Division of the Department of Justice, summarized the current situation. He noted that 

the Bell companies have “met with our staffs, they’ve met with the FCC staffs. They 

know pretty much what it takes to get one of these [Section 27 11 applications through, 

and they make the choice.” The “choice” Klein was referring to involves “strategic cost- 

benefit analyses” in which Bell companies weigh how much long distance business they 

will gain versus how much local business they will lose if they comply with the FCC’s 

7 requirements. To date, the Bell companies have chosen not to open their local markets, 

but rather to stonewall and litigate in an effort to make the cost-benefit calculation as 

fworable as they can, for as long as they can. 

-’ Southwestern Bell  Tel. Co. v. A T%T Communications of the Southwest, Irzc., No. A98-CA- I 97 SS,  slip op. 
at 5 n.3 (W.D. Tex. filed Nnv. 9, 1998). A copy of the decision is attached as Exhibit B. 
‘ Scc Nov. 18, I998 Communications Today article attached as Exhihi1 C. ’ November 23, 1998 speech given at Brookings Institution (attached as Exhibit D), pp. 3 1-33. 
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In conjunction with its litigation strategy, BellSouth has applied for long-distance 

authority throughout its nine-state region early and often, in a campaign to wear down 

regulators and force its way into the long-distance market before its local market is really 

open. BellSouth seeks to persuade regulators that it has in some way met some version 

of the fourteen-point checklist, while pleasing shareholders by not giving competitors 

what they actually need to enter the market. Thus, BellSouth has opposed pro- 

competitive pricing and has refused to make the operational changes necessary to allow 

new entrants to compete. The result has been a string of defeats before state regulatory 

authorities (including this one) and the FCC. 

STATE HEARINGS/RESULTS 

BELLSOUTH'S 271 ACTIVITY 

FCC FILINGS I STATE 

Hearing held 8/97; no favorable 27 I recornmendation 

Hearing held 8/98; no fdvordbk 27 1 recommendation 

I 

None 

1 ALABAMA 

L 

GEOKGlA 

FLORIDA 

KENTUCKY 

LOUISIANA 

NOTICE 

41 18/97 

I122198 

2123J97 

SI27198 

717197 

5/6/97 

61 19198 

2/24/97 

712198 

Hearings held 8/97,3/98, 10198; no favorable 27 1 
recommendation 

None 

1 
1 None 

Hearing held 1/97; no favorable 27 1 recommendation 

Hearings held 3197,7197; no favorable 27 1 
recommendation 

Comments filed 6/98; no favorable 271 
recommendat ion 

Hearing held 9/97; PSC ruled 11/19/97 BellSouth 
failed to meet 27 1 requirements 

None 

Hearing held 5197; favorable 
denied 2/3/98 

Application Favorable recommendation given 711 5198 

9/5/97 
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MISS ISSIPP 7/16/97 

NORTH 
CAROLINA 

Hearing held 10/97; comments on revised SGAT 
filed 10198; SGAT approved and favorable 27 1 
recommendation given 1 1/9/98 

SOUTH 
CAROLINA 

TENN ESSE] 

8/5/97 Hearing held 9/97; NCUC ruled I I1 4/98 BellSouth 
failed to meet 271 requirements; second hearing 
postponed indefinitely 

4/1/97 Hearing held 7/97; favorable 271 recommendation 
given 713 1 /97 

121 1 2/97 

None 

Hearing held 5/98; no favorable 27 1 recommendat ion 

Application 
denied 12124197 

I 

None 1 
ROADBLOCKS TO COMPETITION 

UNES: The Quickest Path tu Competition 

In an effort to jump start local telephone competition across America, the 1996 

Act established three methods for competitive carriers to enter the local market, only one 

of which can lead quickly to broad-scale competition: 

I .  Resale. This entry method allows new entrants to contract with incumbent 

monopolies to resell their local service. But the 1996 Act requires the wholesale price 

competitors must pay to be based on the costs incumbents avoid by not having to market, 

bill and collect for their services. In practice, this “avoided cost” standard has not proved 

sufficient to sustain long-term profits on a broad scale. For this reason and because of 

operational problems caused by RBOC OSS systems, AT&T and MCI WorldCom have 

discontinued resale strategies.’ 

I t  i s  also worth noting that USN Communications Inc., a vocal ALEC proponent of using a resale strategy, 
and the rcscllcr lhal Amcrilcch louted as proof that it faced genuine competition, announced rcccnlly thal il 

H 
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2. Interconnection. The Act also permits competitors to  install their own loops, 

telephone switches and other facilities and interconnect them with the monopolies’ 

networks. But it is economically infeasible to duplicate the monopolies’ networks, which 

took a century and some 250 billion ratepayer dollars to build. With today’s technology 

and economics, only a small part of the market -- larger business customers -- can 

profitably be served this way. 

3. Unbundled network elements (UNEs). This entry method is the key to 

success, because it permits competitors to buy parts of the incumbents’ networks at cost- 

based rates, which includes a fair profit for the incumbent. UNEs include things like the 

“loop” (the telephone wire between a customer’s premises and the phone company’s 

central office), switching, and the transport facilities that take calls to other local 

exchanges and to long-distance carriers. Using a UNE strategy, a new entrant can start 

its business with UNEs leased from the RBOC and then gradually substitute its own 

facilities for UNEs as the new entrant builds its customer base. Today, purchasing UNEs 

i s  the entry method that competitors need to provide widespread local telephone service, 

sooner rather than later. 

Blocking the UNE Strategy 

In its annual report on the status of local competition, the Commission noted three 

areas identified by competing carriers as limiting their ability to enter the Florida market: 

was laying off 650 employees and restructuring its business. See Nov. 5 ,  1998 Chicago Tribune article 
attached as Exhibit E. 
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(1) pricing, (2) service and technical issues, and (3) negotiation issues.’ To these should 

be added UNE combination availability, which fits into all three categories. Each of 

these areas must be addressed fully and aggressively by the PSC before local competition 

can take root in Florida. 

1. Lack of UNE combination availabilitv 

BellSouth refuses to permit competitors to buy UNEs in combination at cost- 

based rates if they “recreate” an existing BellSouth service. This Commission has 

rejected BellSouth’s requirement that new entrants wishing to lease an existing loop-port 

combination rent an expensive, caged collocation space and connect the loop and port 

with jumper cables there. lo But by declining to set cost-based prices for UNE 

combinations said to recreate BellSouth services, the Commission has effectively 

prevented ncw entrants from starting the process of building their own networks by first 

using UNEs leased from BellSouth.’ ’ 
2. High UNE prices 

Put simply, Florida has priced competitors out of the market. A number of factors 

have conspired to create uneconomic pricing: 

‘’ Deuerriher 1998 Flm-ida Public Service Commission report on Competiiion In Telecommunicat~ons 
Markets i n  Florida. p. 26. 

and Setting Non-Rccurring Charges, Order No. PSC-98-08 10-FOF-TP, In re: Motions oj’AT&T 
Crmmunicrations nj (he Sodwustern Stufes, Inr. rand MCI Telecommunications Cnrp. and MCImetro 
Arcess Trtlnsniissinri Services, Inc. to compel BellSouth Tc~~copnpnunications, Inc. to cmnply with Order 
N o .  PSCY6-1579-FOF-TP clnd to set nowrecurring charges for combinations of network element with 
HrllSnnth Telerommunir.cirions, Inc. p.ur.suant to their agreement, Docket No. 97 1 140-TP (June 1 2, 1998). 
I ‘  Instead, tiiany new entranls purchasc TIS (oui o f  BcllSouth’s access tariff at prices substantially higher 
than U N E  prices) froin the customer’s premises to the new entrant’s switch, an enlry method Chat is only 
practical for relaiivcly large business customers. 

Sw Final Order Kcsolving lnterconnectton Agreement Disputes, Addressing Retail Scrvict: Composition. 111 



Florida has by far the highest lmd switchhg rate in the Southeast, At 

Florida's rates, for e ~ m p k ,  if a new entrant provides UNE service to a residentkd or 

small business customer that makes 4# calls monthly lasting 2 1/2 minutes eachv the 

new entrant would pay BellSouth a monthly charge €or unbundled witching of $lQ.W. 

In contrast, monthly swikbing casts in other BellSouth states would be $4.00 or less. 

Florida's local switching rates, combined with its ather monthly chage-s [such as for the 

loop and switch port), make Fkrida secQnd only to Mississippi in total recurring costs in 

the region. 

KEY FLORIDA RESIDENTIAL RECURRING COSTS 
COMPARED TO SAME C09TS IN OTHER STATES* 

$29, 1 

I 
AL FL GA KY LA MS NC SC TN 

*Key residential recurring costs include those for the Imp, switch port  and local switching. Qthw recurring 
Costs, (such 8s for unbundled bansport) are not included In these figures. Switching costs were calculated 
assuming 400 residential calls lasting 2 1/2 minutes each. 
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+ Florida's rates for installifig a new i w p  and local switch port are the highest in 

the Southeast. These "nonrecurring*' cos15 are chafged wh& the new service is initiated. 

A new entrant must  coup these costs before it can turn a profit on a cuslomer ordering 

new stmica. If the cystorner decides to change carriers befoz the initial outlay' is 

recovered, the new entrant sustains a loss. The follming chart m m p ~ e s  F l ~ i d a ' s  

nomecurring costs with those uf other BellSouth states: 

RESIIIENTLAL NUNRECURRING COST COMPARISON' 

$1 80,OQ 

$1 60.00 

$1 20.00 

$1 00.00 

$80.00 

$60.00 

$40.00 

$20.00 

$1 40.00 

$0.00- - 
AL FL GA 1 

'Figures show onetime costs for m unbundled loop and a switch poft u&d tu Serve a local residential 
custamer. The Ftorida Commission has doped substantially low& nonmurring casts under AT&T's arid 
MCl's intcrconnection agreements for the migation of an existing bop-port combination. 



+ Although the economic cost (which includes a fair profit) for BellSouth to 

provide loops varies greatly depending QXI populrrtian density and ather factors such as 

terrain, the rates c h m s d  to new entrants do not. For example, the economic cost of a 

loop is only $4.74 per month in urban areas,12 but competitive cmiers still are charged 

the average of $17 per month. The net effect of averaging these costs is to increase rates 

artificially in places that otherwise might be served profitably. The. following chart 

shows the relatianship between density and loop cost 

In fact, m m f  loops in Florida cmt less than the $17.00 that competitive c m k r s  

are required to pay, because the great majority are in high density zones: 

This deavsraged hap rate i s  based on the Hatfidd 5.0 study. Although paties may disagree on what the 

BellSouth's fates vary slightly based on me group but not by density zone; $14.1 5 represents an average 

These deaveraged loop rates are b& on the Hatfield 5.0 study. 

deaveraged rate should be, We, is n6 dispute that costs are much lower in urban areas than rural areas. 

BellSouth rate. 

I3  
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+ The bottom line is that new entrants would be “breathing underwater” if they 

attempted tn serve residential customers. Competitive carriers must gay monthly Ghafges 

of $19 for a residential lmp and witch port, plus usage based e a t s  such as local 

switching. Cafiputing nonrecurring costs an a monthly basis fa the first y e a  the 

~ u s t ~ m e r  is in sewice adds $14.83 to the mount com~&tive cmkrs must pay, for a 

total of $33.83, which does not include local. switching and sther usagebased charges 

When these costs a h  cclmpared to BellSouth’s average residential retail rate of $1415, it 

is clear why there ia little opportunity for lucd camp~tition for residential custumers. 

NEW ENTRANTS’ COSTS VS. BELLSOUTHY4 RETAIL RATES 

835 

830 

825 

$20 Subscdher Une 
@barge =$3.50 

$15 

$10 B a s i c m I d ~ a l  
WiMce = $lo65 

I 

85 

$0 
HBW Entrants’ BollSouth Retail 

Wholesale Cwt Ram = $1415 
= $33.83 
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3. Owrational bottlenecks 

Resolving pricing issues alone will not be enough to ensure a competitive local 

market. As the Texas Public Utilities Commission found with respct to Southwestern 

Bell, BellSouth “needs to change its corporak attitude and view [new entrants] as 

wholesale customers.’’ l 5  To market telephone service, new entrants also must (among 

other things) obtain reasonable access to BellSouth’s network; order and provision UNEs 

and services from BellSouth; and hold BellSouth to reasanable p e d o m c e  standards. 

In other wards, they must receive good answers to the questions any buyer would ask, 

such as: 

a. How much daes the p d u c t  cost? 

b. How do I order the produet? 

c. Haw do I obtain (or access) the product? 

d. Is the product guaraamed? 

Ordinarily, B wholesaler would talce great pains to ensure that its custmners were 

satisfied with the answers to all these questims. But BellSouth is na crrdinstry wholesdm 

-- perversely, the Iess it sells, the more it makes. Therefore, regulatory action is needed 

to open the market. The Commission must requirethat the necessary oprational pieces 

be in place so new entrants can offer the qualiiy service consumers demand. 

4 To serve most customers, competitive carriers must use the local loop that runs 

from the customer’s premises to BellSouth’s central office. If the competitor wants to 

connect the: loop via a transport line tu its own switch, BellSouth requires the competitor 



to make the connection in a c o l l ~ a t i ~ n  space," provided BelISmfh determines that 

space is available ,and the competitor is willing to wait several months to f l  CMK. 

expensive and less cumbermme alternatives must be explored, bbth €or ordinary 1Wps 

and XDSL dqlityment. 

+ BdBouth's operatioas support systems must function efficiently to enable new 

entrants tu order and provision service, as wall a$ to bill customex's arrd order 

maintenance and repair work frm BellSouth. Although BdlSnuth has nX& some 

progress with its OSS in the last ye=, much remains to be €3dHOuth still d m  

not have in place integrated systems necessary to obtain informatbn -essay tu p k e  

orders, and its systems still involve far too much manual processing, which inevitably 

leads to delays and mors. The advent of advanced services like ADSL ihatrates the 

importance of these systems, hecause c~mpetitors must be able to determine in advahce 

whether those services can be provided over a cwtomefs existing loop. 

4 BellSouth has steadfastly =€used 10 acsept.perfmmmce standards that would 

hold it accountable to provide USS and other functions within specified time€rame$. And 

BellSouth refuses to put its m e y  where its mouth is,,by ngming to financial incentives 

and penalties to undergitd its performance, But it is Commission &on in the short tern 

and performanc~ standards coupled with self-executing remedies in the longer term that 

will he requ*d to avercmne BellSouth's- natural incentive to protect it5 local market. 

rg EellSmth makesan exception for 'Tl"' lines running fr0sh.a customer% premises to the new entrant's 
switch. These TI s, which transmit up ta twnty-four calls at mice and thenfore are pmtictl only for large 
business customs, may be w d e d  aut of B d l h t b ' s  access tariff. BellSouth will not d1 new entrants 
the same facilities as a UNE mmbinaim at the substantially elreaper combkd UNE prices. '' See ~ a .  II Order at 82-160, 
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Without adequate performance standards and remedies in place,’’ new entrants invest at 

their peril. 

4. Negotiation - quagmire 

BellSouth’s control of the local network gives it the upper hand at the bargaining 

table. That was true when the parties negotiated their interconnection agreements and it 

remains true when new entrants attempt to resolve disputes with BellSouth. To make 

matters worse, when negotiations fail and the Commission is enlisted to enforce an 

interconnection agreement, the process takes several months even when the competing 

carrier is in the right. Expedited dispute resolution is needed to speed the process. For 

example, MCIrnetro brought an enforcement complaint against BellSouth and proved 

breach of contract on twelve of thirteen counts, but only after litigation before the 

Commission lasting some nine months. Every day matters when a company is spending 

millions of dollars trying to push its way into an established monopoly market. 

MAKING COMPETITION HAPPEN 

BellSouth should not -- indeed, must not -- be allowed to continue to dictate the 

pace of local competition in Florida. Some states, most notably Texas, New York and 

Pennsylvania, have accelerated the march toward competition by state regulatory action 

that addresses head-on the key issues preventing competitors’ inroads into Bell territory. 

18 Thc FCC rccenily addressed the issue of ensuring compliance wjlh performancc standards. It 
s ~ c d :  “Wc would be particularly interested in whether [RBoC] pcrrormance monitoring includes 
appropriate, self-executing enforcement mechanisms thal are sufficient to ensure compliance with 
the cslablished performancc standards. That is, as part of our public interest inquiry, we would 
inquire whethcr the ROC has agrccd to private and self-executing enforcement mcchanisms that 
arc: automatically triggcred by noncompliance with the applicable performance standard without 
rcsorl 10 lcnglhy regulatory or judicial intervention. The absence of such enforcement 
mechanisms could significantly delay the devclopment of local exchange competition by forcing 
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Texas, New York and Pennsylvania are positioning themselves to be the first states to 

break out of the pack and experience broad-scale competition in both business and 

residential markets. Florida, with one of the largest markets in the United States, should 

be one of the next states to benefit from local competition, but it will not be unless this 

Commission seizes the initiative and takes action now. 

Other States Are LRading the Way 

The Texas PUC has taken a number of important s tep to advance competition for 

Texas consumers. For example, it adopted a pro-competitive {but not perfect) pricing 

structure, and enforced UNE combination provisions in interconnection agreements, 

enabling competitors to offer end-to-end service using SWBT UNEs, as the Act intended. 

It initiated an implementation process before SWBTs 271 filing to require SWBT -- and 

competitive carriers -- to build interfaces necessary for UNE orders, and after the 271 

filing established a thorough collaborative process to identify and resolve operational 

issues, such as access to loops, OSS and performance standards. The commission also 

adopted the “rope ‘em and throw ‘em’’ expedited dispute resolution process. 

The New York PSC also has taken the initiative to advance competition. Among 

other things, the New York commission has insisted on third-party testing of OSS, which 

facilitates the detection and correction of system flaws. Likewise, the Pennsylvania PUC 

recently initiated a series of intensive workshops on the key issues preventing local 

cornpetition. Among other things, the commission has focused on pricing as a barrier, 

new entrants to engage in protracted and contcnlious lcgal proceedings to enforce their contractual 
and statutory rights tn ohtain ncccssary inputs from the incumbent.” La. I1 Order at 7 364. 
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and has explored adjusting its local switching rate, which, like the Florida rate, is among 

the highest in the country. 

The Commission Should Act Now 

The Florida PSC is fortunate to have the largest staff and most resources of any 

state in the region to undertake the sustained effort necessary to address fully the issues 

outlined herein in a manner similar to Texas, New York and Pennsylvania. Petitioners 

are requesting the Commission to take the following steps immediately: 

I .  Initiate a docket to address key pricing issues and the availability of end-to-end 

UNEs. By addressing these issues now, the Commission can resolve them fully before 

most interconnection agreements come up for renewal. Otherwise, these issues will 

remain a question mark until the year 2000 and perhaps beyond. The Commission should 

dispel uncertainty and thereby encourage investment in the Florida local market. 

2. Establish a Competitive Forum to tackle operational issues. The Commission 

should establish a Competitive Forum, led personally by the Commission and its Staff, to 

(a) identify key operational issues (some of which are discussed above); (b) work through 

those issues and develop agreed-upon solutions; and (c) ensure prompt Commission 

hearings on unresolved issues. The workshops scheduled by the Commission on OSS 

and collocation are a good first step in this process, and can be incorporated into a larger 

framework for all operational issues, but much more needs to be done. 

3 .  Establish independent third-party testing of OSS. Commissions across the 

country have struggled with the “he said-she said” debate between the RBOCs and their 

rivals regarding whether Bell companies’ OSS systems are commercially viable. The 
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emerging solution to this problem is independent third-party testing in which all key 

aspects of OSS are “stress tested” to determine whether they can hold up under 

commercial volumes. Because third-party testing takes time to arrange, the Commission 

should adopt this solution, based on the New York model, at once.’’ 

4. Establish rules for exwdited dispute resolution. Interconnection agreements 

are of limited value if they cannot be enforced rapidly. Enforcement actions generally 

seek to compel compliance rather than collect damages -- the civil analog is obtaining a 

temporary restraining order, not litigating a damages claim. Regulatory enforcement 

should proceed as swiftly as similar civil cases. Petitioners therefore have requested a 

rulemaking for expedited dispute resolution, which follows closely the excellent work 

done by the Texas PUC in this regard. 

THE BOTTOM LTNE 

The transition from regulated monopoly to free market competition only can be 

achieved through active regulatory involvement. If it seizes the initiative, this 

Commission can lead the Southeast into an era of competitive local telephone markets. 

Taking advantage of this historic opportunity will bring investment and innovation to 

Florida and its consumers, and accelerate the growth of advanced services like ADSL. 

Missing this chance will mean that Florida will watch as those benefits flow to other 

states. The Commission should rise to this challenge and push open the doors to local 

compcti tion. 

The Cotnmission can take advantage of thc lessons learned from a lengthy expericnce in New York to 19 

move the process forward more rapidly in Florida, assuming BellSouth is cooperative. 
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PETITION FOR RELIEF 

This Petition of Competitive Carriers for Commission Action to Support Local 

Competition in BellSouth's Service Territory requests the Commission to take the 

following actions: (1) Establish a generic BellSouth UNE pricing docket to address a 

number of pricing issues affecting local competition; (2) Establish a Competitive 

Forum to address BellSouth operational issues; (3) Establish third-party testing of 

BellSouth's operational support systems; and (4) Establish a ruleinaking for expedited 

dispute resolution applicable to all Florida local exchange carriers. Each request is 

discussed in detail below. 

I. PARTIES 

1. Petitioner Florida Competitive Carriers Association, Enc. ("FCCA") is a 

nonprofit association of twelve competitive telecommunications carriers and one 

national association of telecommunications carriers. FCCA is a Florida corporation 

whose business address is Post Office Box 10967, Tallahassee, FIorida 32302. Persons 

who should receive copies of notices, orders and pleadings in this docket are: 

Joseph A. McGlothlin 
Vicki Gordon Kaufman 
McWhirter Reeves McGlothlin Davidson 

Decker Kaufman Arnold & Stem, P.A. 
11 7 South Gadsden Street 
Tallahassee, FL 32301 
(850) 222-2525 
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2. Petitioner Telecommunications Resellers, Inc. (,‘TRA”> is a national trade 

association representing the interests of service providers who offer a variety of 

services. TRA is a Delaware corporation whose business address is Post Office Box 

2461, Gig Harbor, Washington 98335. Persons who should receive copies of notices, 

orders and pleadings in this docket are: 

Andrew 0. Isar 
Director - Industry Relations 
Telecommunications Resellers Association 
4312 92nd Avenue, NW 
Gig Harbor, WA 98335 
(253) 265-3910 

3. Petitioner AT&T Communications of the Southern States, Inc. (”AT&T”) is 

a New York corporation authorized to do business in Florida. AT&T’s business 

address for Florida operations is 101 North Monroe Street, Suite 700, Tallahassee, 

Florida 3230 1 .  

Persons who should receive copies of notices, orders and pleadings in this docket are: 

Marsha Rule 
Tracy Hatch 
AT&T Communications of the Southern States, Inc. 
101 North Monroe Street, Suite 700 
Tallahassee, FL 32301 
(850) 425-6364 

4. Petitioner MCImetro Access Transmission Services, LLC (“MCImetro”) is a 

Delaware corporation authorized to do business in Florida. MCImetro’s business 

address for its Florida operations is Suite 700, 780 Johnson Ferry Road, Atlanta, 

Georgia 30342. Persons who should receive copies of notices, orders and pleadings in 

this docket are: 
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Dulaney L. O’Roark 
MCI Telecommunications Corporation 
780 Johnson Ferry Road 
Suite 700 
Atlanta, GA 30342 
(404) 267-5789 Tallahassee, FL 32314 

Richard D. Melson 
Hopping Green Sams & 

Post Office Box 6526 
123 South Calhoun Street 

Smith, P.A. 

(850) 425-23 13 

5. Petitioner WorldCom Technologies, Inc. (“WorldCom”) is a Delaware 

corporation authorized to do business in Florida. WorldCom’s business address for its 

Florida operations is Suite 700, 780 Johnson Ferry Road, Atlanta, Georgia 30342. 

Persons who should receive copies of notices, orders and pleadings in this docket are: 

Floyd Self Brian Sulmonetti 
Norman H. Worton, Jr. 
Messer, Caparello & Self 
Post Office Drawer 1876 
215 South Monroe Street, Suite 701 Boca Raton, Florida 33432 

WorldCom Technologies, Inc. 
1515 South Federal Highway 
Suite 400 

Tallahassee, Florida 32302-1 876 
(850) 222-0720 

(561) 750-2940 

6. Petitioner Competitive Telecommunications Association (“Comptel”) is a 

national industry association representing competitive teiecommunications carriers and 

their suppliers. Comptel’ s 289 members include large nation-wide companies, as well 

as scores of smaller regional carriers providing local, long distance, internet and 

international services. Comptel is a Washington, D.C., corporation whose business 

address is 1900 M Street, NW, Suite 800, Washington, D.C. 20036. Persons who 

should receive copies of notices, orders and pleadings in this docket are: 

Terry Monroe 
Vice President, State Affairs 
Competitive Telecommunications Association 
1900 M Street, NW 
Suite 800 
Washington, D.C. 20036 
(202) 296-6650 

21 



7. Petitioner MGC Communications, Inc. (“MGC”) is a Nevada corporation 

authorized to do business in Florida. MGC’s business address for Florida operations is 

3301 North Buffalo Drive, Las Vegas, Nevada 89129. Persons who should receive 

copies of notices, orders and pleadings in this docket are: 

Susan Huther 
MGC Communications, Inc. 
330 1 North Buffalo Drive 
Las Vegas, Nevada 89129 
(702) 3 10-4272 

8. Petitioner Intermedia Communications Inc. (“Intermedia”) is a Delaware 

corporation authorized to do business in Florida. Intermedia’s business address for 

Florida operations is 3625 Queen Palm Drive, Tampa, Florida 33619. Persons who 

should receive copies of notices, orders and pleadings in this docket are: 

Scott Sapperstein Patrick K. Wiggins 
Intermedia Communications Inc. Donna L. Canzano 
3625 Queen Palm Drive Wiggins & Villacorta, P.A. 
Tampa, Florida 33619 2145 Delta Boulevard 
(813) 621-001 1 Suite 200 

Tallahassee, Florida 32303 
(850) 385-6007 

11. JURISDICTION AND STATUTES AUTHORIZING RELIEF 

9. The Commission’s authority to take the actions requested in this Petition is 

found in section 364.01 (41, Florida Statutes, section 120.54, Florida Statutes, section 

120.80( 13)(d), Florida Statutes, and rules 2522.012, .036, Florida Administrative 

Code. 
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111. STATEMENT OF SUBSTANTIAL INTERESTS 

10. Petitioners are competitive local carriers with Certificates of Authority 

issued by the Commission that authorize them to provide local exchange service in 

Florida or organizations representing such carriers. Because of the barriers to local 

competition described herein, Petitioners have been prevented from competing in the 

Florida local exchange market on a broad scale, to the detriment of Florida consumers. 

IV. DISPUTED ISSUES OF MATERIAL FACT 

11. The facts stated in the Overview and below state the ultimate facts that 

entitle Petitioners to relief. Petitioners expect that BellSouth will dispute many of 

these facts. 

V. INTRODUCTION 

12. More than a year ago, on November 19, 1997, this Commission ruled that 

BellSouth failed to meet the requirements of Section 271 of the Telecommunications 

Act of 1996, finding that BellSouth failed to meet six checklist items (1 ,  2, 5, 6, 7(II) 

and 14). Final Order on BellSouth Telecommunications, Inc.’s Petition Filed Pursuant 

to Section 271(c) of the Telecommunications Act of 1996 and Proposed Agency 

Action Order on Statement of Generally Available Terms and Conditions, Order No. 

PSC-97- 1459-FOF-TL, In re: Consideration of BellSouth Telecommunications, Inc. ’s 

entry into interLATA services pursuant to Section 271 of the Federal 

Telecommunications Act of 1996, Docket No. 960786-TL (Nov. 19, 1997) (“Florida 

271 Order”). 
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13. Among other things, the Commission concluded that BellSouth had failed 

to provide nondiscriminatory access to its operations support systems (OSS),  for 

example by providing interfaces requiring too much manual intervention and by failing 

to provide a pre-ordering interface that is integrated with an ordering interface at parity 

with BellSouth’s own systems. (See Florida 271 Order at 96.) The Commission also 

found that BellSouth still needed to provide “performance measures that are clearly 

defmed, permit comparison with BellSouth retail operations, and are sufficiently 

disaggregated to permit meaningful comparison.” (Florida 271 Order at 185.) 

14. Decisions by other commissions after the Florida 271 Order have 

confirmed the Commission’s judgment. Most southeastern state regulatory 

commissions either have declined to give BellSouth a favorable recommendation in its 

271 bids, or, in the case of North Carolina, expressly ruled that BellSouth has not yet 

met the 271 requirements.’ (See table at pp. 5-6 above.) 

15. The FCC has rejected BellSouth 271 applications three times in the past 

year. BellSouth’s first application, for South Carolina, wits rejected based on OSS 

failings and lack of performance measurements, among other reasons. In re: 

Application of BellSouth Corp. to Provide In-Region, InterLA TA Services in South 

Carolina, CC Docket No. 97-208, Memorandum Opinion and Order @el. Dec. 24, 

1997). BellSouth’s first Louisiana application was rejected less than two months later 

for much the same reasons. In re: Application of BellSouth Coi-p. to Provide In- 

’ The North Carolina Utilities Commission recently postponed a second 27 1 hearing scheduled to begin 
in December, to give BellSouth the opportunity to consider revisions to its SGAT in light of In re: 
Second Application by BellSouth Corp. for Provision of in-Region, InterLATA Services in Louisiana, CC 
Docket No. 98- 12 1, Memorandum Opinion and Order (rel. Oct. 13, 1998). 
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Region, InterLA TA Sewices in Louisiana, CC Docket No. 97-23 I ,  Memorandum 

Opinion and Order (rel. February 4, 1998). 

16. After BellSouth’s second Louisiana application, the FCC issued a more 

comprehensive assessment, finding that BellSouth faiIed to meet eight checklist items 

(1, 2, 4, 5 ,  6 ,  7 (I1 and HI), 11 and 14). In re: Second Application by BellSouth Corp. 

for Provision of In-Region, InterLATA Sewices in Louisiana, CC Docket No. 98-121, 

Memorandum Opinion and Order (rel. Oct. 13, 1998) (“La. I1 Order”). Among other 

things, the FCC ruled against BellSouth’s policy of providing collocation as the sole 

method for combining UNEs (La. I1 Order, 77 161-70); determined that BellSouth still 

had not demonstrated that it was offering nondiscriminatory OSS and provided an 

extensive list of OSS shortcomings (La. I1 Order, 77 82-160); and found that 

BellSouth’s performance measurements continued to be inadequate (see, e.g. ,  La. I1 

Order, 77 77, 92, 93, 111, 127-128, 130, 138, 147, 195, 245). 

17. The FCC pointedly criticized BellSouth’s failure to correct problems noted 

in its prior Louisiana decision: 

While we commend BellSouth for making significant 
improvements over the past eight months since we issued the First 
BellSouth Louisiana Order, BellSouth has filed a second application for 
Louisiana without fully addressing the problems we identified in 
previous BellSouth applications. This problem is particularly evident in 
BellSouth’s provision of operations support systems. Because BellSouth 
does not satisfy the statutory requirements, we are compelled to deny its 
application of entry into the interLATA long distance market in 
Louisiana. In this regard, we caution that the Commission expects 
applicants to remedy deficiencies identified in prior orders before filing 
a new section 271 application, or face the possibility of summary denial. 

La. I1 Order fi 5. 
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18. BellSouth’s unsuccessful 271 campaign confirms that it is much more 

interested in obtaining authorization to offer in-region long distance service than it is 

in opening its local markets to cornpetition. Local monopolies’ 98.2% Florida market 

share demonstrates that local competition is developing at a glacial pace even though 

more than fifty competitive carriers are trying to break into the market.* Simply put, 

it is not in BellSouth‘s corporate interest to allow new entrants to compete for a piece 

of its core business market, and BellSouth has the bottleneck control to prevent them 

from doing so. Unless the Commission takes action, Florida will continue to see little 

progress in the development of competitive local markets. 

VI. REQUEST FOR HEARING ON UNE PRICING 

A. Background 

19. The Commission established UNE prices for BellSouth during the 

arbitration of its interconnection agreements with competitive carriers. As a practical 

matter, the prices set in the consolidated AT&T-MCI arbitration established the prices 

for the industry in BellSouth’s service territory. Unfortunately, the experience in the 

industry demonstrates that the rates established by the Commission effectively 

foreclose competition to serve most Florida consumers. Even if BellSouth’s operations 

support services worked perfectly and it provided nondiscriminatory access to customer 

loops and other UNEs, competitive carriers would not be able to serve the great 

majority of Florida customers on a Competitive basis. To jump start competition in the 

Florida Public Service Commission’s December 1998 report on Competition in Telecommunications 2 

Markets in Florida, pp. 45-46. 
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local telephone market, it will be critical for the Commission to address pricing issues 

as soon as possible. 

B. Key Pricing Issues 

20. The Commission has the responsibility to establish cost-based rates for 

UNEs. Florida’s UNE rates were set in the absence of market experience. New 

entrants’ inability to penetrate the Florida local market provides strong evidence that 

Florida’s rates are not truly cost-based, as does Florida’s relatively high UNE costs 

compared to those in other BellSouth states. Some of the pricing issues the 

Commission should consider at once are the following: 

1 .  Cost-based pricing for UNE combinations 

21. In the past year, the Commission addressed a number of issues relating to 

the provisioning and pricing of unbundled network elements. See Final Order 

Resolving Interconnection Agreement Disputes, Addressing Retail Service 

Composition, and Setting Non-Recurring Charges, Order No. PSC-98-08 1 0-FOF-TP, 

In re: Motions of AT&T Cornrnunications of the Southeastern States, Inc. and MCI 

Telecommunications Corp. and MCImetro Access Transmission Services, Inc. to 

compel BellSouth Telecommunicabions, Inc. do comply with Order No. PSC-96-15 79- 

FOF-TP and to set non-recurring charges for cornbindions of network element with 

BellSouth Telecommunications, Inc. pursuunt to their agreement, Docket No. 97 1 140- 

TP (June 12, 1998) (Florida UNE Combination Order). 

22. In the Florida UNE Combination Order, the Commission held, among 

other things, that AT&T’s and MCImetro’s contracts entitled them to lease combined 

network elements from BellSouth. The Commission further held that AT&T and 
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MCImetro were entitled to lease t h e  combined UNEs at cost-based rates unless the 

Combination recreated an existing BellSouth service, in which case the parties needed 

to negotiate a price.3 The Commission determined that a loop-port combination does 

not recreate an existing BellSouth retail service, but left to the parties to negotiate 

what, if anything, might do so. 

23. The Commission’s decision to direct the parties to negotiate was premised 

on the expectation that the issue was capable of resolution in this manner. However, 

further negotiations concerning the loop-transport combination have proven futile. In 

those negotiations, BellSouth has taken the extraordinary position that the combination 

of a 4-wire DSI loop and DSI dedicated transport to an ALEC’s switch “recreates” 

BellSouth MegaLink private line service and therefore will not be sold at UNE prices. 

If BellSouth insists that a combination that does not involve switching nonetheless 

recreates an existing BellSouth retail service, it is clear that negotiations cannot hope 

to serve the purpose envisioned by the Commission’s decision. Commission action is 

therefore necessary. 

2. Unbundled switching costs 

24. Florida currently has the highest unbundled Iocal switching rates in the 

Southeast and one of the highest rates in the country. An ALEC in Florida must pay 

$.0175 for the first minute of originating usage and $.005 for each additional minute 

on residential and business lines. The next hghest rate in the Southeast is North 

With respect to the MCIrnetro contract, the Commission ruled that MCImetro must pay for UNE 
combinations based on the prices of the individual UNEs. (Florida UNE Combination Order at 24-25.) 
With respect to the AT&T contract, the Commission held that UNE prices generally only applied to 
UNEs ordered individually, except for combinations already in existence that do not recreate a BellSouth 
retail service. (Florida UNE combination Order at 44-45.) 
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Carolina, where ALECs pay $.004 for each minute.4 Thus, if a residential or small 

business caller makes 400 calls a month averaging 2 112 minutes a call, an ALEC in 

Florida pays approximately $10 a month for local switching alone, while an ALEC in 

North Carolina pays $4. ALECs in other BellSouth states would pay less than $3. As 

a result, total recurring costs for new entrants in Florida are second in amount only to 

those in Mississippi in BellSouth’s region. 

3. Nonrecurring costs 

25. Florida has the highest nonrecurring costs in the Southeast. For example, 

the standard nonrecurring cost for a local loop and a switch port is $178.00 in Florida. 

The second highest cost for these UNEs is found in Kentucky, where they cost 

$123.86. In other BellSouth states, the cost ranges from $1 17.00 (Tennessee) to 

$28.50 (Mississippi). The Commission made an important change in the Florida UNE 

Combination Order when it held that under the interconnection agreements in question, 

the nonrecurring costs for customer migrations are much lower (for example, $1.4596 

for the first installation of a 2-wire or 4-wire analog loop and port). Further changes 

to the original determinations consistent with this recognition are necessary to make 

Florida’s nonrecurring costs truly cost-based. 

4. Deaveraaed loom 

26. Although the economic cost (which includes a fair profit) for BellSouth to 

provide loops varies greatly depending on population density and other factors such as 

terrain, the rates charged to new entrants do not. For example, the economic cost of a 

‘ The North Carolina Utilities Commission is expected to issue new, permanent UNE rates shortly. 
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loop is only $4.74 per month in urban areas,5 but competitive carriers still are charged 

the average of $17 per month. The net effect of averaging these costs is to increase 

rates artificially in places that might otherwise be profitably served.6 

27. The Department of Justice recently explained the need for loop cost 

deaveraging : 

We continue to believe that the ability to obtain unbundled loops 
at appropriately deaveraged prices may be critical to enabling facilities- 
based CLECs to expand their service offering beyond centrally located 
large business customers (for whom these carriers can economically 
provide their own loops) to smaller and more dispersed small business 
or residential customers in urban areas served by central offices near the 
CLECs’ facilities. The transition to an efficient, sustainable, and 
equitable competitive environment will require both the geographic 
deaveraging of loop prices to reflect differences in costs, and the 
development of explicit and competitively neutral subsidies to support 
universal service. The lack of geographic deaveraging, or even a 
transition plan towards deaveraging, may act as a barrier to efficient 
competition. 

United States Department of Justice, In re: Second Application by BellSouth Corp. Inc. 

for Provision of In-Region, InterLATA Services in Louisiuna, CC Docket No. 97-208, 

pp. 21-22 (Aug. 19, 1998) (La. II DOJ Eval.). This Commission should address this 

issue at once. 

C. The Commission Should Establish a UNE Pricing Docket 

28. In view of the CLlessons learned” and information gained as a result of the 

experience in the industry since UNE prices were first set, the issues identified above 

This deaveraged loop rate is based on the Hatfield 5.0 study. Although parties may disagree on what 5 

the deaveraged rate should be, there is no dispute that costs are much lower in urban areas than rural 
areas. 

a policy matter,” so this remains an open issue in Florida. See Staff Recommendation, In re: Perittion 
by Metropolitan Fiber Systems of Florida, Inc.  OF Arbitration with BellSouth Telecommunications, Inc. 
Concerning Interconnection Rates, Terms, and Conditions, Pursuant io the Federal Telecommunications 
Act of 1996, Docket No. 960757-TP, p. 6 (Dec. 3 ,  1998). 

The Florida staff recently emphasized “that the Commission has not rejected geographic deaveraging as 6 
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should be addressed so that more pro-competitive pricing becomes available to ALECs 

as soon as possible. Petitioners urge the Commission to open a pricing docket and 

consider the issues delineated above in a proceeding that includes dl interested 

competitive carriers and BellSouth. Such an inclusive proceeding Will enable all of the 

carriers who will be significantly affected by the pricing decisions to participate in the 

resolution of issues that are critical to their survival in the marketplace, while assuring 

that the Commission has the most complete record and the best information on which 

to base its decisions. The inclusive proceeding will also provide a forum for smaller 

carriers, who do not have the requisite resources to negotiate with BellSouth on equal 

terms. Even if some pricing does not become available until new interconnection 

agreements are negotiated, action by the Commission now will ensure that all 

proceedings and appeals can be addressed by the time most contracts come up for 

renewal. Otherwise, prices will remain a question mark until well into the year 2000 

and perhaps beyond. This Commission should dispel this uncertainty and correct 

pricing problems to encourage investment in the Florida local market. 

VIII. REQUEST FOR A COMPETITIVE FORUM 

A. Background 

29. Resolving pricing issues will not, by itself, enable competition to flourish. 

Cost-based prices are of little benefit to competitive carriers if they are unable to 

obtain the necessary access to BellSouth’s facilities (especially local loops), and to 

order and provision service, bill customers and ensure that customer lines are 

maintained and repaired properly. 3ecause of the technical complexity involved, as 
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well as BellSouth’s natural incentive not to assist new entrants in breaking into its 

market, progress in resolving these operational issues has been painfully slow. Simply 

leaving the parties to negotiate solutions puts competitive carriers at a disadvantage 

because of their inferior bargaining power, while regulatory action tends to be slow, 

cumbersome and inefficient. Smaller carriers are at a particular disadvantage because 

of they often lack the resources to mount full-scale negotiations or enforcement 

actions. A more innovative approach therefore must be taken if the pace of local 

competition is to be accelerated. 

30. Petitioners therefore propose that the Commission initiate a Competitive 

Forum to move these operational issues forward. Several commissions have adopted 

this approach successfully. In Texas, for example, after the Texas Public Utilities 

Commission said “not yet” to Southwestern Bell’s 271 filing, it implemented a 

thorough collaborative process to resolve dozens of issues arising under the 271 

~hecklist .~ This process involved a series of workshops focusing on one or more 

checklist items in which business people for the parties discussed existing problems 

with commission staff and sought to work out mutually agreeable solutions. The 

process continued in follow-up meetings in which the parties and staff monitored 

progress and determined additional action items. As a result, substantial improvements 

are underway. 

31. Other states using similar approaches also have met with success. In New 

York, the parties engaged in extensive workshops to work through OSS issues and 

The Texas PUC did not wait for Southwestern Bell to file its 271 petition to begin work opening local 7 

markets. Before Southwestern Bell filed its 27 1 notice, the commission initiated an implementation 
process to require Southwestern Bell and ALECs to build interfaces necessary for UNE orders. 
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made progress that they had been unable to achieve without commission involvement. 

The New Yark commission also ordered third-party testing of Bell Atlantic’s OSS to 

ensure that it was ready to handle commercial volumes. The Pennsylvania Public 

Utility Commission also has begun to take an active role, with two commissioners 

heading workgroups on pricing and entry issues. The California Public Utilities 

Commission also has used extensive workshops to work through issues of concern to 

competitive carriers. The Georgia Public Service Commission also has used a 

workshop successfully to address OSS issues. Much more work remains to be done on 

BellSouth’s OSS, however. 

32. The Commission’s workshops on collocation and OSS are good first steps 

toward the sort of issue identification and resolution that must take place for 

competition to advance. 

the Competitive Forum. 

B. Operational Issues that Must Be Addressed 

These workshops should be brought within the framework of 

33. A host of operational issues must be resolved before true competition can 

take place. Although the parties have made progress addressing some issues in the 

past year, they have reached impasse on others, such as the ability of competitive 

carriers to obtain access to loops in an efficient manner. In addition, local 

telecommunications technology is developing rapidly and as a result new issues are 

emerging that must be resolved quickly. A preliminary list of key issues is attached as 

Exhibit F. Some of the key outstanding issues are discussed below: 

1 .  Access to UNEs (including ADSL and HDSL loops) 
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34. BellSouth has installed the vast majority of loops within its service 

territory and it is unlikely that infrastructure will be duplicated by competitors in the 

near term, if ever. If new entrants are to serve the great majority of Florida 

consumers, they must obtain ready access to BellSouth’s loop plant. 

35. In theory, there are two ways that ALECs can access BellSouth loops 

using UNEs. One is to lease the customer Ioop, unbundled local switching and other 

network elements necessary to provide service. Until the Commission’s UrJE 

combination policy is revisited, the Florida W E  Combination Order effectively will 

prevent ALECs from using that method. 

36. The second method new entrants can use to gain access to loops is to lease 

loops and collocation space from BellSouth and then provide transport, using the new 

entrant’s facilities or BellSouth’s unbundled transport, to the new entrant’s switch. 

But BellSouth generally requires new entrants using this approach to lease expensive 

collocation spaces at central offices from which they wish to provide service.8 The 

Commission is well aware of the problems new entrants have experienced with 

collocation. Spaces are expensive; BellSouth has long provisioning intervals; 

BellSouth contends there is limited space available so some new entrants are being 

turned away; and combining elements in collocation spaces is much less efficient than 

the method BellSouth itself uses. The problems with collocation must be addressed 

for ALECs that wish to use them, but more importantly, alternative methods must be 

’ BellSouth makes an exception for T1 lines running from it customer’s premises to the new entrant’s 
switch. These Tls, which transmit up to twenty-four calls at once and therefore are practical only for 
large business customers, may be ordered out of BellSouth’s access tariff. BellSouth will not, however, 
sell new entrants the same facilities (Le., a DSI loop and DS1 transport combination) at the substantially 
cheaper combined UNE cost. Competitive carriers should not be required to treat the loop-transport 
combination as if it were an access service or a resale service, as BellSouth purports to require. 
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explored and tested. The Commission’s workshop on collocation was an important 

first step in this process, but much more work remains to be done. 

2. Operation Sumort Systems !OSS) 

37. As noted above, the Commission in the Florida 271 Order concluded that 

BellSouth failed to provide nondiscriminatory access to its OSS, noting a number of 

problems relating to pre-ordering, ordering, provisioning, billing and maintenance and 

repair. Although BellSouth has made improvements in the last year, major problems 

still remain. In the La. I1 Order issued just two months ago, the FCC found a host of 

problems with BellSouth’s OSS, including the following: 

4 Failure to provide ability to integrate pre-ordering and ordering; 

+ Failure to offer nondiscriminatory access to due dates; 

+ Failure to demonstrate parity of order flow-through; 

4 Deficient performance for order rejection notices; 

+ Deficient performance for firm order confirmations; 

+ Disparate performance for average installation intervals; 

4 Failure to provide sufficient data to assess provision of completion 
notices; 

+ Failure to provided sufficient data to assess jeopardy notices; 

4 Failure to demonstrate nondiscriminatory OSS for ordering UNEs; 

4 Failure to demonstrate nondiscriminatory access to repair and 
maintenance functions; and 

+ Failure to provide sufficient evidence of compliance with obligation 
to provide competitors with nondiscriminatory access to billing 
information. 

(La. I1 Order, qq 94-160.) 
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38.  In addition to the problems noted above, there have been significant new 

developments since the record in the second Louisiana case was filed. For example, 

competitive carriers have experienced a number of problems attempting to order LNP 

since BellSouth recently began offering it. These and other problems will be discussed 

at the OSS workshop scheduled for December 16 and 17. That workshop should be a 

good first step in identifying issues that must be resolved.’ 

3. Performance measures 

39. In its 271 Order, this Commission rejected BellSouth’s proposed 

performance measurement system. (Florida 271 Order, pp. 176-86.) Almost a year 

later, the FCC in its La. I1 Order identified a number of flaws in BellSouth’s 

performance measurements. inadequate. See, e.g., La. I1 Order, 77 77, 92, 93, 11 1, 

127-128, 130, 138, 147, 195, 245. The development of satisfactory performance 

measures and standards, which have been subjected to thorough initial auditing, along 

with self-executing, meaningful enforcement mechanisms, is key to providing 

BellSouth the necessary incentive to provide parity to new entrants. The Commission 

should ensure that three components are in place: (1) objective performance standards; 

(2) self-executing remedies; and (3) appropriately detailed reports and supporting data 

for all necessary performance measurements. 

a. Performance Standards 

40. As the Department of Justice recently stated, performance standards are 

“commitments or obligations to meet specified levels of performance.” La. I1 DOJ 

Eval. at 38. In contrast to performance measures, which describe BellSouth’s 

’ Petitioners also note that the Commission Staff has done an audit report on BellSouth’s OSS. That 
report should be made public and used to further identify issues and develop proposed solutions. 
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performance after the fact, performance standards require a specified level of 

performance (such as an order completion interval of one day or an on-time order 

completion rate of 99%). 

41. The FCC has made clear that when no retail analogues exist, it “will 

consider whether appropriate standards for measuring the performance of particular 

OSS functions have been adopted by the relevant state commission or agreed upon by 

the parties in an interconnection agreement or during the implementation of such an 

agreement.” In re: Application of Aweritech Michigan to Provide In-Region, 

InterLATA Services in Michigan, CC Docket No. 97-137, Memorandum Opinion and 

Order at 7 141 (rel. Aug. 19, 1997) (Ameritech Michigan Order}. In addition, the 

FCC has stated that the Act is intended to ensure that competitors have a meaningful 

opportunity to compete for local customers. See, e.g., In the Matter of Implementation 

of the Local Competition Provisions in the Telecommunications Act of 1996, CC 

Docket No. 96-98, First Report and Order (rel. Aug. 8, 1996) 7 315 (“First Report and 

Order”). 

42. To provide ALECs a meaningful opportunity to compete, BellSouth must 

comply with performance standards for all services for which performance data is 

provided. See La. 11 DOJ Eval. at 38 (concluding that BellSouth must be subject to 

performance standards without limiting that requirement to situations in which no retail 

analogues exist). 

43. BellSouth fails to provide any objective performance standards with which 

it will comply. With respect to services for which BellSouth contends there is no 

retail analogue, BellSouth does not provide comparative data, performance standards, 
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or appropriate benchmarks. BellSouth does provide comparative performance data in 

most cases when it concedes that a retail analogue exists. But BellSouth’s 

performance measurements are not the same as objective performance standards, Le., 

“commitments or obligations to meet specified levels of performance.” See Second 

DOJ Evaluation at 38. BellSouth only compares its performance in a given month 

with that provided to an ALEC or to ALECs in the aggregate. It does not specify in 

advance what level of performance (such as returning an FOC within twenty-four 

hours) by which its performance can be judged and on which ALECs can rely. 

b. Self-Executing Enforcement Mechanisms 

44. Performance measurements and reporting alone do nothing more than state 

after the fact whether BellSouth has violated the Act by providing inferior service to 

ALECs. Performance standards and remedies, unlike mere reports, require ongoing 

performance at a reasonable and nondiscriminatory level. The FCC specifically has 

noted that effective performance standards and remedies are the means to help ensure 

that local markets remain open after Section 271 entry. Ameritech Michigan Order 11 

390-94. As the FCC has stated: 

We would be particulady interested in whether such performance 
monitoring includes appropriate, self-executing enforcement mechanisms 
that are sufficient to ensure compliance with the established performance 
standards. That is, as part of our public interest inquiry, we would 
inquire whether the BOC has agreed to private and self-executing 
enforcement mechanisms that are automatically triggered by 
noncompliance with the applicable performance standard without resort 
to lengthy regulatory or judicial intervention. The absence of such 
enforcement mechanisms could significantly delay the development of 
local exchange competition by forcing new entrants to engage in 
protracted and contentious legal proceedings to enforce their contractual 
and statutory rights to obtain necessary inputs from the incumbent. 

La, 11 Order at 7 364. 
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45. Clearly defined performance stundards that the parties can apply on their 

own without the need for constant litigation, and which this Commission can apply on 

the rare occasion when self-executing remedies are not in place or are ineffective, are 

therefore essential to enforcing the Act’s requirement that BellSouth provide service to 

competitive carriers on reasonable, nondiscriminatory terms. 

46. BellSouth has proposed no self-executing enforcement mechanisms. Thus, 

the critique made by the US. Department of Justice in the second Louisiana case holds 

true in Florida today: 

We find no evidence in the record that BellSouth has committed itself in 
any significant way to specific levels of performance or to any 
enforcement provisions to remedy inadequate performance. Rather, it 
appears that, as a general matter, CLECs who feel that BellSouth’s 
performance is inadequate would need to file complaints with the 
Louisiana PSC and then, in the course of the resulting regulatory 
proceedings, establish the appropriate level of performance, whether 
BellSouth had failed to meet that performance level, and finally, 
establish the remedy. To be most effective in preventing backsliding, 
such issues should be resolved in advance, either in contracts between 
BellSouth and its competitors or through regulatory proceedings. 

(La. I1 DOJ Eval. at 39.) So long as there is no system of self-executing enforcement 

mechanisms, the Commission will have no assurance that BellSouth will provide 

nondiscriminatory service to ALECs once BellSouth enters the in-region long distance 

market. 

c. Performance Data and Reporting 

47. BellSouth must produce performance measurement reports that satisfy at 

least three criteria. First, BellSouth’s reports must include all appropriate performance 

measurements. See, c g . ,  Ameritech Michigan Order 7 212 (noting required 

measurements that Ameritech failed to include in its reports); In Re: Performance 
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Measurements and Reporting Requirements for Operations Support Systems, 

Interconnection and Operator Services, CC Docket No. 98-56, Notice of Proposed 

Rulemaking (rel. April 17, 1998) (setting out measurements proposed as guidelines for 

state regulatory agencies). Second, BellSouth’s performance measurements must be 

“sufficiently disaggregated to permit meaningful comparisons.” Ameritech Michigan 

Order 7 212. Third, BellSouth should provide the Commission with a vdid model that 

will permit it to analyze the data and draw statistically valid conclusions. As the FCC 

stated in its La. I1 Order: “We encourage BellSouth, in the future, to submit 

performance data in a way that permits statistical analysis, or otherwise explain how its 

performance data demonstrate compliance with the statutory nondiscrimination 

mandate.” La. 11 Order 7 93. 

48. The Department of Justice summed up the current situation well when it 

stated: “A general review of this data suggests that BellSouth’s performance is 

deficient in several areas, but it is difficult even to evaluate the true picture: given the 

level of missing measures, incomplete data, and insufficiently disaggregated data, 

BellSouth has failed to provide a complete set of data in a manner necessary to 

analyze fully its performance.” La. I1 DOJ Eval. at 28-29. 

C. ProDosal for a Competitive F o r m  

49. The experiences of Texas, New York, Pennsylvania and California 

demonstrate that progress on local entry can be made, but only by forward-thinking 

commissions willing to take the initiative to bring the parties together and work out 

solutions. Florida should build on these prior and ongoing procedures and establish a 
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procedure in this state to address the operational issues that remain outstanding. 

Petitioners propose the following procedural framework: 

a. Workshops would be conducted at the Commission’s ofices and moderated 

by commissioners or Staff. Workshops would be organized to cover related issues. 

For example, separate workshops might be conducted on issues relating to access to 

loops and other UNEs; issues relating to OSS; and issues relating to performance 

measures and standards. Participants would be directed to have appropriate business 

representatives attend the workshops. 

b. The issue list attached as Exhibit F would serve as a preliminary 

identification of issues to be addressed. Parties that wish to participate in the process 

should notify the Commission of their intention to do so, and then serve concise 

summaries of their positions concerning the issues identified in Exhibit F and 

concerning any additional issues they wish to raise. Based on these summaries, the 

Commission would schedule initial workshops and give parties notice of the issues to 

be discussed. 

c.  At the workshops, subject matter experts or other business representatives 

would provide summaries of the issues and proposed solutions. Following the 

summaries, the moderator would lead discussion designed to better understand the 

problems being addressed and the most effective solutions. The parties should be able 

to ask questions of one another in an effort to promote the exchange of information 

and the development of solutions acceptable to all parties. After the discussion, the 

moderator would summarize all agreed upon solutions and action items. After each 

workshop, the moderator would prepare a report for the Commission outlining the 
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identified issues, the parties’ positions and any proposed sohtions. Follow-up 

workshops would be scheduled to review completion of action items and continue the 

process until issues are resolved or impasse is reached. 

d. With respect to issues on which the parties are unable to agree, the 

Commission Staff would recommend a proposed solution or recommend that no 

further action is necessary. The Commission would hold an evidentiary hearing on 

such issues to determine whether to adopt the recommendation. 

IX. REQUEST FOR THIRD-PARTY TESTING OF OS$ 

Back ground 

50. Once the process of identifying and resolving issues relating to OSS in the 

Competitive Forum has been completed, it will still remain to be determined if 

BellSouth’s OSS can perform satisfactorily in real-world commercial conditions. In 

every 271 case brought by BellSouth, the parties have disputed vigorously whether 

BellSouth in fact provides nondiscriminatory access to its OSS. Although the FCC 

and most state commissions have determined (quite correctly) that BellSouth has not 

done so, commissions have struggled to understand the sometimes complex technical 

issues involved, and to untangle the “he said-she said” debate between the parties. 

Third-party testing, if properly designed, executed and monitored, is a way to cut 

through those disputes and ensure the development of OSS that will support local 

competition in Florida.’’ 

Of course, “the most probative evidence that OSS functions are operationally ready is actual 10 

commercial usage.” Ameritech Michigan Order at 7 138. in addition to requiring third-party testing, 
the Petitioners urge the Commission to obtain performance data based on a reasonable period (not less 
than ninety days) of actual commercial operation before reaching any definitive conclusions regarding 
BellSouth’s OSS. Only in this way can the Commission be assured that BellSouth truly has satisfied the 
FCC’s requirements. 
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51. Third-party testing was adopted in New York this year after an extensive 

OSS collaborative process. KPMG Peat Marwick was selected as a third-party 

consultant, which in turn retained Hewlett Packard to build a “pseudo-CLEC” interface 

that would test all aspects of Bell Atlantic’s systems, including ordering, pre-ordering, 

provisioning, maintenance, billing and usage, The objective of New York’s third-party 

testing is not to develop a critique of Bell Atlantic’s OSS, but rather to identify and 

fix problems so that ultimately ALECs can have verified access to OSS that can 

handle commercial volumes in a nondiscriminatory manner. Texas also actively is 

considering third-party testing procedures. 

B. The Florida Commission Should Adopt Third-party Testing 

52. Third-party testing, when properly executed, offers key benefits that 

commend it for use in Florida. Three benefits are particularly important. First, such 

testing enables the tester to assess all OSS functions, for all order types. Thus, even if 

a particular aspect of BellSouth’s OSS is not being used by ALECs extensively today, 

the Commission can be satisfied that it is operational, provided the test scenarios are 

sufficiently exhausted. Second, such testing, if properly designed, can provide insight 

regarding operational capabilities at large volumes. BellSouth must demonstrate that 

its systems hold up under such “stress-testing.” Third, having a third-party conduct the 

tests and evaluate the data will give the Commission an objective view of the system’s 

functionality. That evidence, when combined with satisfactory evidence of actual 

commercial usage delivered through a comprehensive and thoroughly audited 

performance measurement system, will enable the Commission to conclude whether 

BellSouth’s OSS meets the FCC’s requirements. 

43 



53. The Petitioners propose that the following procedure be used for third- 

party testing: 

a. The development, testing and monitoring process must substantively involve 

an independent, technically skilled third party. The independent third-party consultant 

must be empowered to assure that comprehensive test scenarios are designed, that the 

test scenarios are executed in a manner that tests operational capabilities and load- 

carrying capacity, and that the performance is measured in a manner that is consistent 

with that which will be employed in the competitive marketplace. 

b. Third-party testing shouid not begin until BellSouth has addressed the issues 

raised in the Competitive Forum and a resolution documented. The process for 

selecting the third-party consultant and establishing its scope of work should, however, 

begin immediately so as not to delay the process. 

c. The consultant should prepare a detailed plan for a comprehensive test of 

BellSouth’s OSS, including all pre-ordering, ordering, provisioning, maintenance and 

repair and billing functions, as well as testing of UNE combinations. The parties 

should have the opportunity to comment on the plan to ensure that the entire spectrum 

of OSS functions and business processes are tested. A n y  disputes regarding test 

scenario design should be documented by the consultant and if mutually agreeable 

solutions cannot be reached, the Commission Staff should provide the final resolution. 

d. Test scenarios must be developed carefully to reflect as much as possible 

the real world experience of ALECs, including the mix of services and operational 

transactions that are crucial to the development of competition. For pre-ordering and 

ordering, this means that the pre-ordering transactions and order types must represent a 
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realistic sampling based on commercial experience and market entry plans of ALECs 

and all types of service delivery methods, as well as conversions from one service 

delivery method to another. It is also important that testing cover actual provisioning 

of the loops, ports, and other elements ordered, including LNP and ancillary services 

such as 91 1, directory assistance and listings, and combinations of these and other 

network elements. Only in this way can BellSouth show that it can provision UNEs, 

alone and in combination, in a timely fashion and at levels that might actually support 

commercial volumes. For billing, any testing scenarios must involve multiple end 

offices and a diversity of call types, because proof that BellSouth can bill from a 

single end office for a particular call type is not proof that it can bill for all service 

delivery methods across its entire network. Repair and maintenance requests should be 

included for all relevant service delivery methods and should be conducted on live 

operating service configurations where possible. Finally, it is vital that this effort be 

viewed not simply as testing the existence of an electronic interface, but the underlying 

BellSouth business processes that are supported by means of computer automation and 

manual processing that will provide nondiscriminatory support. Anything less will not 

achieve what is necessary for competition to develop, because BellSouth’s legacy 

systems, processes and business rules have a direct impact on an ALEC’s ability to do 

business. 

e. The consultant should be required to use specifications provided by 

BellSouth to develop the systems on the ALEC side of the interface necessary to 

interact with BellSouth’s OSS. BellSouth should not be permitted to provide side-bar 

guidance unless the same information, explanation, clarification and corrections are 
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immediately disseminated to a11 ALECs and promptly incorporated into BellSouth’s 

governing documentation. As part of this process, the consultant should be required to 

evaluate BellSouth’s change management process -- the process by which BellSouth 

makes changes to its OSS. A n y  interface adjustments, including but not limited to 

business rule modifications, changes and data requirement formatting, resulting from 

the testing process shall be implemented through the change control management 

procedure. 

f. Parties should have the opportunity to verify what is being tested. In 

particular, they should receive a list of all documentation that the BellSouth provides 

to the consultant and copies of all communications between BellSouth and the 

consultant. The parties and the Commission must be able to verify that the consultant 

is using the same information that BellSouth provides to ALECs. 

g. The third-party test itself should involve two steps, but these tests should 

not be initiated until there is mutual agreement that the quality gates for initiating the 

testing have been satisfied and that clear exit criteria exist. That is, the condition that 

must be satisfied in order to conclude that testing has completed successfully, must be 

set forth in advance. First, it should include a capacity test that uses a predetermined 

volume of orders to test pre-ordering and ordering systems expected in a commercial 

environment. As problems are found, they should be corrected and the system retested 

to ensure that the solutions work and do not cause problems in other parts of the 

system. Second, the process should include a functionality test that requires a “live” 

test of predetermined volume and order types that are flowed through the provisioning, 

maintenance, billing and performance measures processes. This part of the test should 
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last at least one billing cycle. In both parts of the test, the third-party tester would 

stand in the shoes of an ALEC and perform all tests as if they were being done with 

actual Florida consumers. 

h. Finally, for the test to have any meaning, the results must be measured 

against the performance standards developed during the Competitive Forum. The 

process for gathering, computing and comparing performance results must be subjected 

to an advance audit to assure that the results produced are in accordance to 

documentation and approved procedures for self monitoring. Failure to satisfy 

performance standards should result in correction of the root cause of the problem and 

retesting as necessary. The results should be provided to the Commission and the 

parties within thirty days of successful test completion. 

54. Some resources will be required to prepare and conduct the tests and to 

analyze test results, but experienced gained from other third-party testing in other 

states should serve to make the testing cost-effective. 

X. REQUEST FOR RULEMAKING ON EXPEDITED DISPUTE RESOLUTION 

55 .  The 1996 Act provides that incumbent local exchange companies have a 

duty to negotiate interconnection agreements with competitive carriers, and this 

Commission already has conducted eleven arbitrations on such agreements.’ ’ But 

interconnection agreements are of limited value if they cannot be enforced swiftly. 

For example, if BellSouth’s actions are affecting a new entrant’s ability to serve a 

customer, a Cornmission order coming several months after the fact provides little help 

See Florida Public Service Commission’s December 1998 report on Competition in 11 

Telecommunications Markets in Florida, p. 26. 
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-- if the customer’s problem is not solved quickly, it may well decide that changing 

carriers is not worth the trouble and go back to BellSouth. Further, 

telecommunications technology is changing rapidly; a favorable Commission order 

after several months of regulatory procedure often will be too little too late. Delay 

and preservation of the status quo favor BellSouth at the expense of competitive 

carriers. BellSouth, which has the natural incentive to move as slowly as possible to 

open its market, has taken and will continue to take unreasonable positions concerning 

the interpretation of interconnection agreements so long as doing so buys time at no 

cost. 

56. The Commission’s current dispute resolution procedures, which take 

months to unfold, thus play into BellSouth’s hand. For example, in February this year 

MCImetro filed an enforcement complaint raising fourteen claims relating to OSS and 

other issues.12 Even after the Commission adopted a somewhat more abbreviated 

schedule (at MCImetro’s request) than originally ordered, the Commission did not 

issue its final order until November 5 .  Indeed, the case still has not been completed 

because BellSouth filed a motion for reconsideration that has not been ruled upon. 

Although the Commission’s order granting relief to MCImetro on all but one of its 

claims was a strong statement in favor of competition, the lengthy process involved 

rewarded BellSouth for its refusal to abide by the parties’ contract. 

57. Under the Telecommunications Act of 1996, this Commission has the 

obligation to interpret and enforce approved interconnection agreements. Iowa Utilities 

Board v. FCC, 120 F.32d 753, 803-04 (8th Cir. 1997) cert. granted sub nom AT&T 

MCImetro’s claim concerning reciprocal compensation was severed and put in a separate docket for 12 

reciprocal compensation claims. 



Cow. v. Iowa Utilities Board, 118 S.Ct. 879 (1998). Petitioners submit that undue 

delay in the resolution of disputes arising under interconnection agreements is 

inconsistent with the pro-competitive goals of that Act. 

58. Petitioners therefore request that the Commission initiate a formal 

rulemaking proceeding pursuant to Sections 120.54(7) and 120.80 (13(d), Florida 

Statutes, and Rule 28-103.006, F.A.C., for purposes of promulgating rules and 

regulations relating to post-interconnection dispute resolution. These rules should 

establish procedures that are necessary to ensure consistency with pro-competitive 

goals of the Telecommunications Act of 1996. Such rules are therefore specifically 

authorized by Section 120.80(13)(d), Florida Statutes, which allows the Commission to 

employ procedures consistent with that act. Because the Commission has specific 

statutory authority in Section 120.80(13)(d) to establish such procedural rules, the 

proposed rules will be entitled to an exception to the Administration Commission's 

uniform rules of procedure pursuant to Section 120.54(5)(a)2, Florida Statutes, which 

provides for exceptions "to the extent necessary to implement other statutes. . . ." 

59. Such rules should provide for an informal settlement conference at which 

the Commission's Staff would attempt to mediate disputes without a formal 

evidentiary proceeding. If the complainant determined an informal settlement 

conference would not be appropriate in a particular case, a formal dispute resolution 

proceeding could be initiated. Under the formal dispute resolution procedure, parties 

would exchange pleadings that narrow the issues in dispute and a hearing would be 

held no later than sixty days after the filing of the complaint. Post-hearing 

submissions would be filed within five days after receipt of the hearing transcript and 
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the Staff recommendation would be filed in time for consideration no later than the 

first agenda conference scheduled thirty days or more after the filing of the post- 

hearing submissions. 

60. If the complainant thinks that a dispute requires immediate attention, it 

may file a request for expedited ruling. Under that rule, the presiding officer would 

make a determination whether the complaint warranted an expedited ruling and, if so, 

schedule a hearing no later than thirty days after the filing of the complaint. The 

presiding officer would be authorized to issue a ruling at the hearing from the bench 

or permit post-hearing submissions by the parties, followed by a Staff recommendation 

and Commission decision. 

6 1. Such rules should provide for an interim ruling pending dispute resolution. 

A party who files a complaint to initiate a dispute resolution (either formal or 

expedited) should have the opportunity to request relief during the pendency of the 

proceedings that consider the merits of the dispute. This provision would provide an 

interim remedy when the dispute compromises the ability of a party to provide 

uninterrupted services or precludes the provisioning of scheduled service. 

XI. CONCLUSION 

62. UNE pricing, OSS problems, lack of access to loops and a host of other 

issues, not to mention BellSouth intransigence, block the way to local competition in 

Florida’s local exchange markets. Strong leadership by the Commission is required to 

make the transition from a regulated monopoly market to a robustly competitive one. 
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Petitioners urge the Commission to seize the initiative by taking the actions they have 

requested in this Petition. 

WHEREFORE, Petitioners Respectfully request that the Commission take the 

following actions: 

(a) Establish a generic BellSouth UNE pricing docket to address issues 

affecting local competition; 

(b) Establish a Competitive Forum to address BellSouth operations issues; 

(c) Establish third-party testing of BellSouth's OSS; 

(d) Initiate a rulemaking proceeding to establish expedited dispute resolution 

procedures applicable to all local exchange carriers; and 

(e) Provide such other and further relief that the Commission deems just and 

proper 

RESPECTFULLY SUBMITTED, this 10th day of' December, 1998. 

Vicki Gordon K a u h  
McWhirter, Reeves, McGlothlin, 

Davidson, Decker, Kaufman, Arnold 
& Steen, P.A. 

117 South Gadsden Street 
Tallahassee, Florida 3230 1 
(850) 222-2525 

Attorneys for the Florida Competitive 
Carriers Association 
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Andrew 0. Isar 
Telecommunications Resellers Association 
43 12 92nd Avenue, NW 
Gig Harbor, WA 98335 
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(253) 265-391 0 

Telecommunications Resellers Association 
/- 

Marsha Rule 
Tracy Watch 
101 N. Monroe Street 
Suite 700 
Tallahassee, FL 32301 
(850) 425-6364 

Attorneys for AT&T C o r n  
of the Southern States, Inc. 
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Richard D. Melson 
Hopping Green Sams & Smith, P.A. 
Post Office Box 6526 
123 South Calhoun Street 
Tallahassee, FL 32314 
(850) 425-23 13 

and 

Dulaney L. O'Roark 
MCI Telecommunications Corporation 
780 Johnson Ferry Road 
Suite 700 
Atlanta, GA 30342 
(404) 267-5789 

Attorneys for MCImetro Access 
Transmission Services, LLC 
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Norman H. Horton, Jr. 
Messer, Caparello & Self 
Post Office Drawer 1876 
215 South Monroe Street, Suite 701 
Tallahassee, Florida 32302- 1876 

Attorneys for WorIdCom 
Technologies, Inc. 

Terry hdnroe 
Vice President, State Affairs 
Competitive Telecommunications 

1900 M Street, NW 
Suite 800 
Washington, D.C. 20036 

Association 

(202) 296-6650 

Competitive Telecommunications 
Association 

~ 

Susan Huther 
MGC Communications, Inc. 
3301 Worth Buffalo Drive 
Las Vegas, Nevada 89129 
(702) 3 10-4272 

MGC Communications, Inc. 

Ltad alp4 
Patrick K. Wiggins 
Donna L. Canzano 
Wiggins & Villacorta, P.A. 
2145 Delta Boulevard, Suite 200 
Tallahassee, Florida 32303 

Attorneys for Intermedia 
Communications Inc. 
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CERTIFICATE OF SERVICE 

I HEREBY Certify that a true and correct copy of the foregoing Petition for 

Relief bas been furnished by hand delivery this lo* day of December, 1998, to the 

following parties: 

Robert Vandiver Nancy White 
Division of Legal Services 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Room 390M 
Tallahassee, Florida 32399-0850 

c/o Nancy H. Sims 
BellSouth Telecommunications, Inc. 
150 South Monroe Street, #400 
Tallahassee, Florida 32301-1 5% 

Martha Carter Brown 
Division of Legal Services 
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EXHIBIT A 

D a t e  of Report ( D a t e  3f e a r l i e s t  ever.t zeoorzsd) :  
;anua:y 2 2 ,  1998 

a z u s o m i  CORPORATION 
(Exact name of r igis t ranc a3 specified in its chartex) 

Gsorgia 
( S t a t e  o f  other 
jurisdiction of 
incorporation 1 

1-8607 
( c o d  s s i o n  
Tile Number) 

58-1.533433 
(13s Zmployer 
I dtnt i  F i  ca ti on 

NO.) 

1155 G-tac!tree Stzeec, Y.  Z. , Aflanta, Caorgia 30309-3610 
(Address of prlnelpal txccrr'cive officeg) (Zip  Coae) 

Registrant's telephone ncmber, including afea code 
(404) 249-2000 

Item 5 .  O t h e r  Event3 

T o u r t h  Quarter 1997 Za,?lingm 

On Januazy 2 2 ,  1998, 3eliSoucS announced earnings ~ O L  rhe fouxth 
quarter of 1997. See 3 h i b i r  99 a cornplace copy o€ the 
:elated press  release. 

3elZSouth bel iever  :hac nomalized earnings q m w t l l  could be in 
cfie low double digits Lhrouqh L998. This forward-looking 
statement i s  based o n  a number of assumptions i nc ludhg ,  but not: 
limicetd to: (1) economic growth and demand for  reline and 
~i;eless cxammicatlms serviee~ continue3 in ScllSauth's service 
rerzitories; ( 2  1 ael lSout!  TelecommPmication3, Inc. i s  succasspd 
i n  furher ing  i t s  coat reduction efforts; (3 )  the f ina l  
resolueion of the aceegs refom and uliverml serricm orders  o f  
the FCC (and the resultant: cucamer hupact~)  is reasonably revenue 
neutzal; (4) local wireline and wireless service competition 
doe3 not: have SigaiZicanrly Lxzeasing adverse *act on 
earnings through 1998; IS) aellSouth's expectation3 as to the cost 
and s u c c e ~ s  of its sZDrz3 f o r  year 2000 compliance, including the 
success o f  i t s  key suppliers and customers, are reasonably 
accmate; and ( 6 )  the arrent level of economic, mnttacy  and 
7o l i t i ca l  s t a b i l i t y  continue3 in fornign countries in which 
3ellSouth has signi,'lcant inveatmnts or operatimi.  h y  development3 
s ignizicantly daviat-ng fzom these assmptions could cauae 
actual r e s d t i  to d i Z e r  maccrially from thoge in Lhe above 
fordard-looking statem&!ts. 

Item 7 .  Financial Statements and Exhibits 

{c} Exhibits 

ZxhiSiz Xo* 

99 
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ys. NO. A 98ccA-l.W SS 
(CONSOLIDATES) 

I. Background 

Page 3 of 17 



’ .  . 

Roudebusk 96 $. CL 1949, 1960 a.37 (1976j (discuskg C a b  Biunchi & Ca.). The PUC‘s 
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Page 6 of 17 



of ihe S Cent. Srares, I=. v. &ZLosrrh Teieconmrs,, I%., 1998 W.L. 608241, at * 4 + 5  (E. D. Ky. 

- 5 -  

Page 7 of 17 



- 6 -  

Page 8 of 17 



Page 9 of 17 



Page €0 of 17 

-_ 



- 9 -  

* -  * 

Page 11 of 17 



Page 12 of 17 



ins-, &e PVC still amst arrive u a COSI, Which ttre PUC b done aAcr diligent 

Page 13 of 17 



Page 14 of 17 



- 1 3 -  

- -  

Page 15 of 17 



- I4- 

Page 16 of 17 
- . . . . . _- 



Page 17 of 17 



EXHIBIT C 

Subscribers Siill Resist Learning Handsets' Full Functiunality 
Can the l a t e s c  itaratians o f  wireless handsets hiczin3 t h e  U.S. mobile 

zommunications do %kt rheir ?rececessors c3uldr.'; - nemery, gec s h s c r i b e r s  t3 a k e  
w e  Qf features ckac manur'ae-,urers have bui l t  i n  ca add :o t he  sa=isfsczion of  
' . C ,  -.llizing ;nobi le  cmmnicacions? 

9 new study ?rc?arcd by LacernatianaL b r a  Corp. ('EDC) anaiysts holds  our t i e  
;09s:bili:y thae  c h i s  w i l l  be rhc c a s e ,  w h i c h  W Q C L ~  !lave c d f i c a c i a n s  f o r  wireless 
sgeratars g r a w ~ l i s g  * ~ 2 = h  the :rocbLesor;re ?roblam a: chum. 

:pilular and 7CS mrkecs, can promote g r e a t e r  cusromer loyalrg, according co 
Ixmiagham, Kass. -based IDC. 
zarket research firm found c h a t  rather :baa s t i c e ,  features a r e  t5e factor c a r v i n g  
:le greatesr weight in detarsi,lf=rg uhich handsets subscribers buy. 
saggest that f e a r s % - r i c h  handsets are Sesc geared coward high-end C u s t m e t s ,  vt i l e  
;sones aceencuacizg voice telephony w i l l  go aver becrer wizh low-end users. 

ALL che same, a handset's seeming cmplexizies caatinue to act as a b a z r l s r  f o r  
-azy subscribers r3 mderscandiag i:s f d l  range of capabilirfes. 
:?an ha12 of respandencs used any or' che features available on their phones," s a l d  
C d U e  Potrorf, research analysc in Lnrernacionai Daca's wireless  and mobile 
coamaicationu ptac:2ce. 
13 a sense, failed. 

Yarriers shauld teach :heir subscribers how to use =hei r  handsets e f fec t ive ly ."  
-: they do, subscribers "~ill. be mare ?roduccive and may l ike  cneiz b n d s e c s  betrzr," 
3---  ,dc,drf said, a d d i G  ;hac h a m y  subsczibers are l e s s  LLke17 to c n u ~ ?  or'f tieir 
o ? e = a t o r s '  ncmorks .  (Xarn x ~ r p h y ,  i n r e m t i o n a l  Data, 508(935-*136.) 

Zandset: features, p r o p e r l y  p a c k g e d  5ar  cLe kigh- a d  law-ezd srgaonts o f  tna 

In 5:s szuay sumeying haPaser jurchasing praccicts , die 

The f i n d b g s  

"Scrprisingly, less 

"The facc ckac few respondencs cse them means carriers have, 

- -  

Service Providers Tour 'Value Bund& 

Ids beccrme a ;nore iaporzane consideratLon rttan p r i c e ,  teleco-icaEfans execxzives 
- - - "  yesterday (11117) 

In a t 3 e  when some relecomcnications services  are ?racrically given a=ay, value 

. I  

a Warburg Dillon Bead conference co disc~ss k d u s t r y  :rends. 
The value-versus-price question I s  espec ia l ly  re levam e 3  m u  long-distance 

* _  :xvi,aers c d r  can': a==ard to undezcft  rhe rock-bc=mm razes  of5erei 57 b i g  p z o v i a e r s  
.iks AT&T [TI ar.d ECI VorldCorn [VCOMI. 
aLa David R u b e t ~ ,  chai=man, ;Iresi&cf;t and chief e x e c u t i v e  or'fLct.= ar' Intemedia 
G=mzkatioas Inc. [ZCZX;. *There's nac much mrt you caii do. 

- 
USome 3 f  yhese C O S ~ S  are aFpt3aching z e r o , "  
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The sctacegy of  2xcraeai.a ana ochers  L s  to o i f e r  a “value bundle” r b c  provides 
;n a r r a y  o f  s e n i c e s  z z i l o r e a  to a FarzLcdar custouiec. Lung dfseence could be B partr 
of that bundie but Locsl service, Xnterrrer and data serr ice  are l i k e l y  to play a role. 

should help them s o r t  tbsough cheir opcions and p t m i d c  the atcessary serrices, Rubcrg 
said, echoing recent advice frgm marker researchers. 

The company’s researck suggescs t h a t  bundled products seLl beccer chan individual 
products, chzirman and ciief execucive o f f i c e r  Charles Lee said. 
races ate  compcticive, but ‘re never scc out c10 be tie price leader,” Lee said, “We 
SOT: our eo be the value leader.n GTE ‘US 2 .5  rnilliou long-distance subscribers, 
double che number ir had lasc  Tear. 

r h n  as p a x  of a bundle of s e n i c e s  chaz meet eustmers’ needs, U S West [USW) chief 
r i sanc ia i  officer AJ S p i e s  said.  “It’s unl ike ly  any of cs 13eU operaring companies) 
vi11 make aap money on Long diszaace” after w i n d k g  permission from the ZCC, Spies 
said, 

- 
CxsEomers are ‘navkg difficulty keeping up with :echology and s e n i c e  providers 

GTE [GTf] also is offcriig value bundles as a way m czmpete in long distance. 

u O u r  long-distance 

With races as 1 3 w  as f i v e  ce3tS a minure, Long-distance has little value o t h e r  

-.  

“fur locg d i s c a x e  is very iecessary as par; or‘ e3e praduct bundle.” 

ATBrT Plans More Wholesale Acti.city 

?Innunzfaca. presidenc of chc long-dfocance prmider‘s busizess servlces division. 

York, .kzunziaea azlI?uunced rhat AT&T would t q  rb iacreasr  cfie 15-20 percear share it 
i . ;rrently holds In tke  $10 b i L l i . o n - 1 2  billio~ wholesale market, 

While AThf’s focus “will conriaue ca be on reeail,“ .&iunziata said, :he company 
hopes :a g m w  L:s wholesale business by at least l5 9ercerr.t a year. 
s e r r i c e  r a  ocher care-ers will g ive  AT&T che same arlcet: Fos i t i ou  i n  
celecommunLcations thac h t e l  has in ccplputer chips, Amuntlara said. 
G ~ E K S  to have a piece o t  every call. The company a l so  has a g r a g  villfngness to 
Lease capaciey from o t h e r  carriers where it mkes  sense, Amur!..tiata said. 

ATLT [TI plans EO make wholesale a bigger segmex of i ts  business, s a i d B o b  

A t  the  Warburg D i l l o a  Read GLobzl Telecam Conferenca Fescerday (111171 in New 

S e l l i n g  wholesale 

%e campony 

SBC Communications, Compaq To Jointly Market hDSL 

Xausron, w i X  jointly 7romori asymmetrical dig iza l  subscriber I h e  (.AD%) sen ices .  
3 e  arrangcmenc, whick will be impLtmeoced in early 1999, cal ls  for  S’BC and Compaq ro 
zo-market ADSL services t o  cxscomers serred by SBC’s Pacific Bell and SourSwescern 
34511 subsldiaries. 

“Tfiis alliance marks anorher s t e p  in our XDSL deploperrt  stracegy and further 
;*haaces the vaiue we pzmide our customers, said Dsve Gallsmore, execurLTe vice 
?resFAYenc of scraeegic a a r k e r e q  f o r  S8C Operarlons. “We axe coafLdex eSat  by 
?arrnerfng with technology rroviders such as Campaq -e m2.L s5gnificancly incrrmase aur 
;bilitp zo be the leadir ,q p r c v i d e r  of da ta  comunicacioPs f s r  our cuac3mers.” 

.3ps, ur 50 c-hes  fasre:: ;ha today’s a r d o g  modems. Cwrpaq PCs w i l l  be offered as a 
c c q u c i a g  sclution chat is l d e a l  for use with ADSL zodcms and serv ices .  

In fecenc mntbs,  S2C h s  zaken several steps t o  prmide U S L  service c3 i c s  
Custoners. 
asd delcrer A D S t  s e x i c e s  an p e r s a d .  ccmyucers- 
=aciffc 3 e i l  had cornplaced deployment of U S L  in 87 cencral offices in Califomla,  
Zaking che s e r r t c e  available ;o 4 . 4  ~lidcrn housebids a r d  650,000 busL-.esa cust3mers. 
?.e c o q a a y  a l s o  has s i s e d  agreements *i=h 22 ~ ? , t e r z t t  s e r r i c e  providers, xhich acc 
as aurhorized sales re?tsencarf . ies  P a c i f i c  Sell’s . U S L  san‘,ces, of:er%ag <kern m 
::l;i=. jusiness acd rssFiezclaL cuscmezs.  5aC Ls f l , a l i t l a ~  plaus  ca deploy mSL i 3  

=tA:ez a r t a s  La ics regior, cvez the sex= L3 Pon-ha. (Jackie 8 k e i b e z g .  S3C 

S3C C-icacions Inc* [SBCI, of S a  BrZr:onLo, Tcx., and Compaq Cuqmter [CPQ], of 

SBC’s ADSL rechuolcgy mves data over copper pkcae lines at speeds o f  to l*S 

I= Occober, :he company signed an dlfance  vieh Dell Ccmputer m develop 
3 Sepcembcr, the c~mrpany anbunced 

- 

C s m U L c a t f O i 1 s  IPE.,  2 1 0 1 2 5 2 - 6 9 6 9 . )  
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Transcrfpr ofVnleashing - True competition in Telecornmunicarions 

EXHIBIT D 

LUNCHEON SPEECH BY JOEL 1. KLEIN 

Assistant Attorn e y Genera 1 --A n tit rust Division 
US. Department of Justice 

MR. LlTAN: Okay. I'm going to try to interrupt your lunch. It's 
time for the main event, but obviously go ahead and continue 
eating. For those of you walked in late, I'm Bob Litan from 
Brookings, and 1 have the  distinct honor to introduce our 
luncheon speaker. 

And since we have limited time, 1 don't want to spend a lot of 
time telling you a lot of what you already know about the 
distinguished background of OUT speaker today. He has had a 
distinguished background in private law practice, during part of 
the first term of the Clinton Administration, he was deputy White 
House counsel. And then he moved over the Justice 
Department, actually to take my job when 1 was there as deputy 
assistant attorney general of antitrust. He came over and has 
moved up to the assistant attorney general for antitrust and is 
now a household name, for good or for bad. 

I asked Joel, I said, you must not be getting a lot of sleep these 
days? He said, no, but I'm having the time of my life. He said, 
where could you go in government where you can come to work 
everyday and have the exciting array of challenging issues and 
so forth that you have to deal with than in my job at the Justice 
Department. There's no question that that's true. 

We're giving him a welcome respite today from his Microsoft 
dutjes to talk about another hot issue, telecorn reform and the 
rule of the Justice Department in promoting competition. And 
where are we headed, whether the act was a good idea. 

Joel, 1'11 just let you know, before you were here, we had a 
spirited debate up here this morning, and the cunsensus view 
was that the act was probably not the greatest thing since sliced 
bread. We anticipate that you'll give us perhaps a different 
message. But whatever you do, we welcome you, and we look 
fonuard to your remarks. 
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T,rmscript of Unleashing True Competition in Tekcommunications 

Joel Klein. 

(Applause.) 

MR, KLEIN: I may have taken your job, but I don't hold your 
views anymore, Bob. 

I'm delighted to be here. And I'd like to thank Brookings and all 
of you for the opportunity to speak about these important issues. 
I should also make dear, by the way, as is known inside the 
antitrust division. It is not that 1 took Bob's job. Nobody could 
take Bob's job. I simply occupied his ofice when I arrived. Bob, 
as most people know, has this phenomenal amount of energy. 
And as people said, he would hold more meetings in an hour 
than I would in a week, so, I think, to keep the record straight. 

Well, I was going to deliver some prepared remarks, but 1 saw 
that they had some questions in the  packet that they gave all of 
YOU, and those of you in the  audience that know me well, like Bill 
Lake, know that I have always been an overachiever. And so 
when I saw these questions, 1 thought, this is a chance for me to 
answer them and see if I could get a passing grade. 

And then 1 looked at the first one, and I thought these were going 
to be sort of multiple choice type questions. But 1 looked at the 
first one, it says, was the Teiecm Act a muve in the right 
direction? Has it lived up to its promise? And I f  not, why not? 
And in preparing my answer to that, I ended up writing a lengthy 
essay and thought I woutd share it with you. 

And, fundamentally, if I can - and then I will answer some of the 
questions implicit in merger related issues as well without 
answering specific questions which those of you here in the 
room can answer, that is whether SPC-Arneritech and Bell 
Atlantic-GTE should be approved, and if not, why not? 

Sut in answering the first question, let me make clear, 1 do think 
the Telecom Act was a step in the right direction. And I will 
explain why that is in a second. On the other hand, I think the 
reason Bob and the panel probably came to the conclusion that 
they did is because of the second question in that, has it lived up 
to its promise and, if not, why not? And I guess I suppose what 
the question reafly means is, whose promise, and why hasn't it 
quite done some of the things that  at least on the Hill people 
thought it would do. 

And the answer to the question, I think, is a little bit of a 
combination of enthusiastic legislative testimony, heightened 
legislative expectations, and same real hard technological 
issues. Let me say what 1 mean by that. In order for this act to 
have worked overnight. we're now approaching the third year, in 
order for it to have worked overnight, to have deregulated local 
telephony in the United States, it would have required some 
aitemative means of access to the home. There would have had . -  
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to be a technology, whether it was cable, wireless, satellite, 
what-have-you, there would have to be a technology that could 
access the home in a fashion to compete head-to-head with the 
local wire. 

If, as and when that happens, and it will happen, when that 
happens, then the hope and promise of this act wiil at that 
moment be realized immediateiy in the sense that there will then 
be more than one way to access the house, and people will then 
have direct facilities based competition. Indeed, that is the world 
we now see in business telephony. And the act, such as it is, 
has been an enormous success in that regard. There's been a 
great deal of competition. The rates have been driven down, and 
particularly large scale urban business users are enormously 
happy. And that's because CLECs have alternative faciiities that 
they're able to use in these highly concentrated urban areas. 
South of 59th Street in Manhattan, for example. 

But until that happens with respect to everybody's grandfather or 
grandmother, which is the concern that 1 think has led to some of 
the political problems with the act, we are stuck with this 
wonderful period known as mean time, and almost all these 
questions go to that problem. And it's actually a wonderful set of 
antitrust and deregulatory issues. And that is to say, first of ail, 
the great paradox of deregulation is, every time you have a 
situation where you have highly regulated markets, that's 
typicafly because there's something in t he  nature of natural or a 
quasi-natural monopoly. And as a result of that, you have 
government regulation, whether that's with respect to telephony, 
electricity, to some degree with respect to cable. And then you 
try to deregulate hat piece, what you create until you have 
alternative technology is what we in antitrust call an essential 
facilities problem. And that is the last mile of wire, or quarter of a 
mile of wire, or whatever, is not going to be replicated. I'm not 
going to go out and build wire to everybody's house in order to 
compete. And so, people who want to service those customers 
are going to have to compete with the  current incumbent. And 
that single problem, which 1 will elaborate in my remarks today, 
that single problem is causing some 90 percent of the concerns 
that we now face. 

But it doesn't matter for two reasons, as 1'11 demonstrate. One is, 
those concerns will be solved. The question is, how soon, but 
they will be solved. And, secund, if they're not solved 
indigenously to the single wire problem, new technologies will 
solve them in any event. So, we're an the right course. Nothing 
bad is happening, it's just not happening as quickly as people 
would like. 

Now, t he  one other piece, which I don? want to elabomte on 
today, but I just put in the mix, as hard as that set of problem is, 
it is made even harder by the  fact that the current structure of 
this regulated local monopoly is one that's built on cross- 
subsidization and universal notions. And so, what you have is a 
system that, indigenous to itself, is able to accomplish its 
regulatory goals. But when you try to deregulate it, not only do 
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you have the  problem of t he  single wire, but you have the 
problem of how do you extract subsidization from the cross- 
subsidization process. And what I mean by that, for example, is 
we have a lot of local telephony in the United States in which 
customers are actually paying less for the service than it costs to 
deliver. 

And so that's okay in a monopoly because you can subsidize 
that by charging other customers high-end business users more 
than it costs to deliver, significantly more, and then you can use 
that surplus to pass it afong in a rate regulated system. But, 
when you move to a dereguiated system, that's not going ta 
happen. And as a result of those two factors, single wire, and 
universal service, we are now seeing an enormous amount of 
strategic behavior by the incumbents. And that's understandably 
true on both sides of the equation. 

Let me just try to explain to you what I think is really going on, 
and why 1 think the process of litigation and all these otherthings 
are out there. When two people use the  same wire to service 
me, the cost of that wire is paramount. Everything you're 
hearing, ail the huge discussions, that billions of talented 
economists that Brookings brings together, the question they 
have here about sort of a why has this deregulation led to what 
some observers believe is the most expensive exercise in cost 
modeling in history, et cetera. 

The reason is, i ts  because let's just make it very simple, if you 
and I want to sell Bob Litan telephone service, and one critical 
component of my cost is your wire, we are going to fight like the 
devil over that price, because if Litan charges me too little, I'm 
going to take his business away from him. If on the other hand, 
he charges me too much, I'm not going to be able to effectively 
compete. And we're making predictive judgments, but this is 
what the fight is in an industrj in which people have very strong 
entrenched positions, both the big long distance players, and to 
an even greater degree, the  incumbent monopolist local 
exchange carriers. 

And so what you have seen go on over the past three years is 
people making precisely this business decision in each of the 
given RBOCs. First of all, they're sitting dawn and saying, if we 
meet the standard that the  government set, and the standard is 
not a complicated one, actually I think mast of the RBOCs 
understand what it would take, in terms of pricing, in terms of 
operational support system and the  like to meet it. But, where 
they have balked generally, not only, but generally is with 
respect to pricing, particularly with respect to the unbundled 
network platform, which is obviously a key component of this 
single wire phenomenon. 

And what the calculation there is, if we meet those requirements, 
how much local business will we lose, what's the delta for us 
there, versus how much long distance business will we gain? So 
people sit down and make that calculation. Then they make a 
second calculation, there are two fundamental business 
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scenarios. The second calculation is, can we litigate to a better 
first calculation? 

Can we, for example, by replacing the FCC's pricing authority, 
and putting it in t he  hands of local regulators, will that give us a 
better price decision? will that give us a better nrle on the mi 
platform? Can we get the court to say the uni platform is barred 
by the act, and what have you. And so you then make that 
calculation and say, for this period of time, it may take us two 
years, it may take us three years, but if we litigate we may get a 
chance to improve what we see as the respective inflow and 
outflow of cash, under the scenarios called for by the statute. 
And then they have to take into account, while they're Iitigating, 
the business that they are losing, because as I said at the 
outset, there are these competitive new caniers who at least 
have been able to pick off high end users, in the business 
economy, 

And so this is exactly the calculation that is being made and the 
REOCs came to the conclusion, as a business matter. And 
unfortunately the way the statute is structured, if they don't want 
to play, if they don't want to meet the requirements that the FCC 
sets out, they basicaily can file applications and they can 
complain the press, and they can take ail the litigation they want, 
but in the end they know - i mean, they've mate with our staffs, 
they've met with the  FCC staffs. They know pretty much what it 
takes to get one of these applications through, and they make 
the choice. And all of this process is an ongoing one, in which 
people are making very strategic, cost-benefit analyses. 

Now, that's where we are right now. The good news - and so as 
a result we have seen a successful appiication. The good news 
is, at least from where I see the world, is 1 think this litigation 
strategy has begun to run out. I think the Supreme Court will 
answer the questions that were raised in the Eighth Circuit 
litigation against the FCC, and we'll get same pretty good rules, 
at least with some certainty, and hopes out of that. Second, 1 
think the efforts to chalJenge the fundamental sort of 
constitutionality of the statute have run into some tough 
sledding, in terms of the court of appeals here in DC on 274-75, 
and the  Flfth Circuit on 271. And it is my prediction that that 
litigation will ultimately come to a rest without the statute being 
imperiled. 

And despite the number of challenges to the FCC's decisions 
rebuking individuai applications, the D.C. circuit has oveeurned 
none of them. And so what's the  structure that the current 
RBOCs are looking at. A wodd in which it looks like litigation is 
not going to give them a great deal of a rosier picture, with 
respect to the costs in this scenario. And on the  other hand, they 
continue to lose through people who are positioning themselves, 
strategically. They continue to lose customers. And on the third 
hand, if you'll forgive me an inapt metaphor, they are concerned 
about the new technoiogies that might actually render their wire 
no longer an essential facility, with respect to loaf telephony. 
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So that's the structure of the market as I now see it, less than or 
fewer than three years out, after the  passage of t he  '96 act. And 
so it is a matter of time when these forces will end up bringing 
together the kinds of things that I think the act ultimately 
contemplated. And I also think in fiat regard, what we are going 
to see both in the medium run here, and in the long run are two 
things that are going to be very good for consumers. 

The first thing, you're beginning to see harbingers of this. For 
example, in New Yo&, 8eII Attantic has made a calculation that 
appears to be closer to t he  way the  FCC and DOJ have thought 
about this problem. Whether they will bring it to fruition is an 
important factual inquiry, but the  structure of the agreement they 
have reached in New York suggests that this was an effort, if it's 
implemented, to attempt to meet the  criteria. And when 
something like that starts to happen, the  first short-term benefit 
consumers are going to see is the following. For the first time, if 
the RBOCs get through - if a particular RBUC gets through t h e  
271 process, they will then be able to sell tong distance, and 
presumably the  principal long distance carriers can sell local, 
and for the first time there will be two tdephune companies 
fighting over the same consumer who is already a customer of 
each. 

And that will, through the vertical integration and bundling, and 
t he  effort to create new and interesting, and distinguished - 
differentiated products, that will lead to some non-trivial short- 
tern residential competition. And it will squeeze same of either 
of the following out of the market. There will be some efficiencies 
kern the vertical integration, long distance and l o d .  that one 
can sell in single packages, there will also be whatever kind of 
monopoly rents remain and regulated monopoly prices will be 
driven out in that market, and whatever oligopoly pricing remains 
in long distance markets, there will be a tendency to drive that 
out. And SO there will be some short tern consumer benefits 
from that process. And that may not be immediately around the 
corner, but that's in the nature of the being. 

And the second thing that wiil happen over time is, as we start it, 
there wit1 be a different means of access to the home. And given 
the convergence we're now seeing, for the first time, in the not 
very distant future, we're going to see in a significant way 
various forms of media, of voice, of data, of video carried over a 
single wire. And so not only are you going to get the vertical 
integration of local and long distance, you are going to get digital 
convergence that enables consumers to get a great deal of new 
stuff. Thank you. They get a great deal of new stuff, on a single 
wire, wireless, satellite, or what have you. 

So that is my view, and my hearty recommendation is that this is 
not a legislative initiative that ought to be undone, changed or 
modified, because whatever happens, new legislation would be 
subject to further litigation, further strategic posturing, and I 
aciually think we're winding toward the end of t h e  process of sort 
of defining the key parameters in the '96 act. 
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That brings me to the second half of the comments. While that  
has been going on, in this world of considerable dynamic 
uncertainty, driven by three factors, deregulation, technology, 
and globalization. In that world we're seeing a lot of merger 
activity. That is predictable, in such a situation. When peopte 
move from a highly regutated, structured industrj, often cabined 
by national boundaries, to a world that we now face, people are 
starting to - they have to position themseives, not just for the  
next three to five years, but reaIly for the next 20 years. 

And what they are doing is beginning to look toward potential 
mergers that have synergies, and opportunities for them. And 
doing merger analysis in this process, I would submit to you, is 
probably the hardest challenges, if not the  singte hardest 
challenge that the antitrust division faces. In part, it is because 
we are moving - 
(h progress) - as a result of the merger. And the  simple 
question you're asking, just to get it out, is whether this merger 
on balance is going to create more market power, bad for 
consumers, or more efficiency, good for consumers. That's the 
single factual issue, but it's a predictive judgment. 

It is hard enough to do, let me assure you, having been through 
this in several key cases recently, it's hard enough to do in 
mature markets, that are not going through deregulation. But, it 
is even harder in dereguiatory markets. The reason is, is you 
don't have the  antecedent market experience, known customers 
buying known products, with which to try to do your analysis. 
And so in certain kinds of measures your predictive judgments 
are of a double nature, one, you have to predict the effects of the 
deregulatory process on the competitive market, simultaneously 
with the effects of t h e  merger in this evolving market. And that 
raises what has always been, I think probably one of the 
hardest, if not the hardest issue in merger analysis, and that is 
the issue of potential competition, which the levels of uncertainty 
are obviously significant. 

And so that's the process we're going through. At t he  same time 
it's not simply deregulation, but national boundaries are going to 
be opened up. The 1996 telecoms agreement in the  World 
Trade Organization will have an impact on that. People are 
beginning to think about transnationaf mergers. We saw one that 
didn't ultimately come to fruition, but the BT-MCI one. There's no 
question that the other major telephone companies tbroug hout 
the world, and U,S .  telephone companies are looking at each 
other, in terms of strategic alliances, kjnd of thing that AT&T did 
with MCI. I am sure, although I have no inside information, I'm 
sure others are looking. We already know that obviously French 
Telecom, Deutsche Telecom did a joint venture with Sprint 
several years back. But, that's all going on, as well. 

And lastly, as I've said too many times to belabor the point, it's 
atso an evolving highly dynamic technological situation. So that's 

- .  
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the landscape we are looking at. And I will :ell you, as a result of 
that, I have no doubt that a significant number of mergers in this 
highly dynamic economy are going to go through. And indeed, 
some very big ones already have. The merger of AT&T Teleport, 
U.S. West Cabtevision, obviously two of the RSOC mergers, Bell 
Atlantic Nynex, SBC Pac-Tei. 

But, one should be careful, and I'm not trying to signal anything 
here, but I'm just trying to give you the nature of our process. 
People like to think that sort of what we do can be figured out 
simply by reading a couple of articies. But, the truth is, we spend 
an enormous amount of time evaluating these very complicated 
mergers, such as, for example, MCt Worldcorn, the Prime Star 
merger with A Sky 6 ,  and the  current major mergers before us. 
And we do that because in this dynamic shifting market, 
evidence matters to us, the current state of the market and 
looking out four or five years, and what we've learned since the 
last major merger matters to us. And SO that is the nature of the 
process. 

We take extensive, extensive evidence, induding the business 
plans of not just the merging people, but other people who are 
accessing or potentiatly accessing those markets. We look at 
retrospectively what happened from those mergers that we 
approved. And we try to incorporate that information into our 
merger anaiysis. So 4 think it is especially hard far people to try 
to anticipate in sume kind systematic way, the conciusions that 
we may come to. 

There have been two major mergers that are relevant to this, 
that we have challenged. Although, as I said before, the large 
majority cf mergers in this field have gone through. 80th of those 
are at least worth thinking about. 8 you worked in this field, 
because 1 think they give you ctues to the kinds of problems 
we're Iookjng at, and the kinds of things that we're likely to do in 
future. First was the way we dealt with the Worldcam MC1 
merger. 

Now, put aside, 1 don't want to get distracted on the important 
issue of dual jurisdiction between us and the Europeans, which I 
thought was handled extraardinarily well here, in terms of 
coming to an outcome that both antihust authorities supported, 
and working together in a way that the parties weren't able to 
play one off against the other, and for us to effectjvely get the 
relief we wanted, which was significant relief, close to a $2 billion 
divestiture, largest single agreed upon divestiture in antitrust 
history, and involving the Internet backbone. 

And essentiafly what the theary of that case was, which is very 
important into the whole theories about network effects that are 
going to become important. increasingly in antitrust enforcement, 
was these were two of probably three or four significant players 
in Internet backhone. And that the way mat network worked 
most effectivefy is to create interdependencies among several 
key competitors. So that each had to reiy on the other, in order 
to transport information. And as long as each had a reasonable - -  
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significant market share, there would be no tendency to try to 
degrade the other people's carriage, the other people's 
customers in a way that would lead those customers to move to 
you, because through a system almost of checks and balances, 
each of the  significant players could actuaily have degraded 
each other. And so as a resuit of that, you reach a kind of -- 
essentially a live and let live competitive attitude. 

And what we were concerned about in that case was that two of 
the three or four big players in this field would have been MCI 
and Worldcorn. And so we insisted that one or the other of their 
Internet backbone had to be divested. And that was essentially a 
conclusion we came to reasonably early in our investigation, and 
while it took time to get the relief that we wanted, we ultimately 
got it. And that is the kind of thing in worlds of inter-connectivity 
we will be looking at. 

The second case that I think is highly instructive on these issues 
of potential competition, and a sort of dynamic new technologies, 
is a decision on the periphery of this discussion, and that is the 
challenge we did to Prime Star, A Sky 8. And just very briefly, in 
that situation what you had is three of these direct satellite 
operations, the  high intensity, low satellite frequencies avaiiable 
in the  United States. That particular medium had been shown to 
be the most effective way to compete with the cable monopolies. 
And our basic view is, we think the solution to the cable problem 
is competition. We think that3 a better solution than regulation. 
8ut, until you get there, regulation is likely to be a part of the mix, 
for all the  obvious reasons. 

But, if you look at what has in any way effected the cable 
market, that has been this particular satellite, high frequency. 
And there are two big players so far, Direct TV, and €costar, 
who in rather short order had taken several million people. The 
one who had been in business a [ittie longer had almost 5 
million, the other had a miilion-pius. And many of those were 
former cable users. So this looked like a new potential form of 
competition that might begin to erode the a b l e  base. The third 
frequency, the one at issue in this case, was essentially owned 
by MCI and Rupert Murdoch A Sky 8. And they were going to go 
develop it, and they had business plans to make an aggressive 
challenge to cable, and Murdoch in particular had had a lot of 
experience with this tecbnology in Europe, with his 8 Sky 8 
programming, which had had a great deal of success. 

And essentially, before they could bring those business plans to 
fruition, Prime Star, which is a consurtiurn of cable companies, 
decided to buy or merge with the Rupert Murdoch-MCi group, 
and to then operate this third frequency. it was our view that of 
all the people out there who were not likely to aggressively 
compete with the ab le  monopolies, it would be the cable 
companies. It looked like a sensible insurance policy to buy, both 
because you would eliminate one potential aggressive 
competitor, and second because if the market moved, you would 
then have access to this last of the three circuits that were 
available. 
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So it looked good as a strategic insurance policy, but it didn't 
look very g o d  for consumers, because it would be less likely 
that  people would aggressively compete to undermine the cable 
monopolies. And that was involving significant issues of potential 
competition, and in our analysis we brought the case, as most of 
you know, the cable companies - Prime Star abandoned the 
transaction about a month ago. And so that was like MCI 
Worldcorn, a successful outcome from our point of view. 

All of which leads me to my conclusion, and that is Washington 
is a terribly impatient place. We want things done, and we want 
them done quickly. And we want to see results immediately. We 
at the Justice Oepartment have a longer-term view. We were 
here when we filed the AT&T case, we were there close to a 
decade later when we settled the AT&T case, and we were there 
in 1996, which was 12 years afier that when the  AT&T case led 
ultimately to the 1996 legislation. And through that process, 
we've seen some bumps on the  road, some rosy predictions that 
didn't krm out to be so rosy, and some views that no matter what 
we did, we would never achieve real competition in long 
distance. 

And because of the foresight of people like Torn Carper, and 8ill 
Baxter, who had the wisdom to stay with this, I think a lot of good 
things have happened, and wilt continue to happen. And my 
strong recommendation to ail the wonderfully wise and taIented 
people on this panef, is to just take a good long breath and 
watch it happen, because it is going to happen. 

Thank you very much. 

(Applause .) 

MR. KLEIN: All right. I have been asked if I would take a few 
questions. If anybody has a question, if you could just wait for 
the microphone, and then I'd be happy to answer it. 

QUESTION: Gary Lidell, Joel. 

MR. KLEIN: Hi, Gary. 

QUESTION: t missed in your cammefits about time frames, do 
you have any sense of when you're going to - 
MR, KLEIN: Well, first of all, I am not in a position to predict 
when the technology is going to move, and the way it's going to 
move. Afl I know is, it's moving, and I think there are factors that 
will accelerate it. As to when we're going to see 271 entry and 
some of the benefits that come from that, I continue to believe 
that's something that we're going to see in the next year to 18 
months. And it's going to depend in part what the Supreme Court 
does and what the RBOCs then think are the potential strategic 
issues lefl after that. It's going to depend in part on whether this 
constitutional litigation basically goes away completely. 
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But, in that world, nevertheless, at least what we're hearing at 
the department is there is a greater wiIlingness for some of the 
local incumbents to begin to do the kinds of things that 1 think 
are going to be necessary. So if you ask me, I would feel 
confident that cerlainly in the  next three years we're going to see 
a good deai of activity, on this front, and probably in the next 18 
months, a non-trivial amount. 

QUESTION: Your discussion of telephone, you focused a great 
deal on the wire the last mile, et cetera. I don't think I heard the 
word wireless pass your lips, yet it strikes me that that's where 
the  competition is likely to come from. And if 1 look at the 
performance - you also suggested that the  RBOCs are going to 
come to their senses, and stop litigating, because it's a losing 
strategy. 

If I look at the performance in the stock market, the  only major 
company that has under performed the S&P, in a major way, is 
AT&T, which is pursuing the wire line strategy, with the purchase 
o i  TCt. It strikes me that it's likely to be the wireless strategy, not 
the wire line strategy that works. And that all this concern about 
t he  final mile may turn out to be, looking back, as if you've been 
reguiating the railroads, without taking into account trucks and 
airiines. 

MR. KLEIN: Well, if I didn't say it, I should have been clear. I 
mean, my view is the solution to this is alternative technologies, 
whether it's wireless, whether it's cable, whether it's satellite, 
what have you. And I believe that will happen. But, that doesn't 
mean that in the meantime, 8 that happens, then the wire 
pro4Iem will no longer be a problem. There will be an alternative 
means of access. But, when one is looking as a policy matter, 
one wants to have more than one iron in the fire. 

I've said from day one, and 1 believe this is what led to the 
optimism on the  Hill. 1 remember during these hearings people 
said, cable will deliver telephony, and this problem will go away 
very, very quickly. And had that happened, it would have gone 
away quite quickfy. But, in the meantime, if we don't get a 
wireless solution that has ubiquity for consumers, then we do 
have this wire. And 1 still think there are benefits to be had out of 
t he  wire. 

As for the RBOCs, 1 diddt say irs a fuolish strategy to litigate, 
they are obviously - these people are in the business of 
protecting their shareholders and their interests, I just think it's 
an ultimately a strategy that is not going to have a lot of long-run 
stayin power, because there's just so fong you can litigate 
these 1 inds of issues. In the  meantime, two things are 
happening. They are losing high end customers. And it may not 
be a big deal for anybody else, but I can tell you from listening to 
them, it's a big deal to them. And that's a process that will 
continue tu mve,  And if they don? think there's any strategic 
gains to be had in litigation, that's going to change the equation. 
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And what I point to is at least the proposal that Bell Atlantic put 
on the  table in New Yo&, which suggests that I'm not imagining 
this. 

QUESTION: Joel, a lot of those business plans to bting 
competing wires into the home depend on high speed or broad 
band Internet access. And right now there's a bit of a regulatory 
differential between the cable wire, and the telephone wire, the 
telephone companies have to unbundle everything, and the 
cable companies may or may not. Is that an issue that concerns 
you at all, is there anything the Justice Department would do in 
that area? 

M R  KLEIN: It's an issue we haven't done anything about. And it 
would be important for me to, not having really analyzed it, to try 
to make a comment about it. It's samething obviously that I have 
heard about and read about, but it's not an issue that we have 
played a major rote on. 

Anyone else? In the back? 

QUESTION: (Inaudible) - Belt Atlantic and GTE? 

MR. KLEIN: Well, they're both under consideration right now, 
and all I can say is, stay tuned. That's - we - well, we don't 
predict in any event the conclusions of these matters. But, 
matters that are under investigation are not appropriate to 
speculate about. 

QUESTION: You may have already answered this question in 
connection with your comments about Beil Atlantic and what 
they're doing in New Yo&. But, one of the suggestions that 
Roger and I offered in a piece that we put out today is that we 
encourage the FCC to encourage the RBQCs, to make 
applications on less than a statewide basis, an the theory that 
there is less of a Fisk, less of a downside risk if things go wrong, 
because as you know under the act, that if you let them in on the  
entire statewide basis, the  only - essentially the only thing you 
can do with them, other than slap them on the wrist is eventually 
have the nuclear bomb and say, well, we're going to take yau out 
of that market. And that's not exactly the best kind of 
enforcement. 

And so what we had suggested is, if you encourage a less than 
state wide entry, you're taking less risk, and you're also holding a 
carrot out there for them to continue to behave and not to 
discriminate, because there will be an incentive for them to 
behave, because they want the rest of the state, So do you have 
any padicular views, or is this the first time youzle heard this 
proposal? 

MR. KLEIN: It's actually the first time I've heard of it. It's 
something obviously I think you'd have to probably amend the 
statute to accomplish. 
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QUESTTON: Well, 1 don't think so. I think - I mean, my view - 
my view is that while the  statute says state-wide application, the  
FCC has very broad discretion under the public interest test and 
if it defines t he  public interest to mean that we're willing to accept 
an apptication OR a less than state-wide basis, we'tl consider it. 
That woufd put a sign on the door. So 1 think that - we'll be 
happy to give you a copy of the poiicy brief, and you can take it 
and look it over. 

MR. KLEIN: Great. Okay. Well, thank you all. One last one. I'm 
sorry, ma'am. 

QUESTION: How is the  department looking at convergence 
mergers, where electric company, natural gas, telecom, cable, 
they're converging. How is the department looking at it, and in 20 
years do you have any predictions about what type of players 
we're going to see? 

MR. KLEIN: We're going to see very big players in 20 years. 
This is going to he a world of enormously complex corporate 
structures, as we go forward. Globalization, in and of itself, is 
going to do that. What are we going to see in terms of - well, it 
would depend. For example, OR cable-telco there's actually 
obviously restrictions in the statute itself, that Congress imposed 
OR that kind of merger. And, you know, it's one thing when it's 
overfapping wires, partially because of the question of which wire 
will be the second wire, or wireless into the house. 

And the same kinds of issues mn come up in electricity, which is 
going to be, t think in many ways, the same, raise a lot of the  
same issues, both on merger policy, and with respect to 
deregulation. 1 actually had a lot to say about these issues in the 
context of electricity in a speech I made at the FERC, about 18 
months ago, about same of tbe kjnds of difficult predictlve 
judgments we're going to have in that industry, as well. 

Thank you all very much. t appreciate it. 

MR. LITAN: Just quick closing remarks. We want to thank you 
very much for attending, and the cuntroversy will live on. Thank 
you very much. 
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EXHIBIT E 

Business 
By Jan Vm 

for USN c~mmU: 
Ilimtms I n f  thh c l l h w m d  
phone Llrm that's laying 0b'BSl)i.' 
Stafrlm and mmcttrlng I-: 
Ulmtrates how dlmcuit it is to'.' 
make mouey b u m  Local phne 
senvice Crom Amerrftech Con. 
and resellfno it 

men it was sign& tu I-'' 
USN's resder agnemeat was 
toutcd by m i -  
iteeh,as the wave of tbe futtm, 
and the dominant local phone 
provider cited its deals with 
USN as p r o d  that i t  h reaf 
competitfon and des-$ M- 
eral pmnisston to OL& it3 CUSI 
t o m  Iongdlstaprx senice. . 

USN was followed b y  many  
others. including longdigstance 
leaders AT&T Corp. and MCI 
Communications Corp.. which 
also 9 tarted reselling Amer- 
i k h ' s  I o d  service in I=. 

aut last year. AT&T and M a  
puiled the piug on I o d  rmle 
here and across the country, 
saying proflt margins we= so 
~ ~ p r m w  that no one could make 
a proflt at I t  

A t  that t ime. hmeritech 

some comperitm did quite weil 
a3 reseilers. But USWs diUlcut- 
ties, whlch have beea  develop- 
mg fur the Iast U-year. tend ta 
reinforce the notion t&at mar. 
gins afe too lhin in loeal phone 
service resale to make a goad 
busmess over the long iiaiaul sew 
mi observe= sard Wa~esday.  

"USN is run by m p l e  with a" 
!at crt' rndusrrv expenence who 
have some goad ideas." raid Dan 
O'Shea. editor of Vpstarr. 3 
ChxagobasM trade publlanon 
that covers competitive local 
phoce Service providers. 

S T A n  w m  7 .  

pointed to USN to sugge~t m€, 

.** 

"What they've shown is that, 
you c a n ' t  do resale kirever," 
O'Shea said "You have to have 
a saategy lo get your o w n  f a d -  
tfes in place for the long term 
More companies are starting to 
do that now." 
By owning or leasing their 

own switch- and opttcal flber 
networks, competitive phone 
companies Can better s e m  cus- 
tomers and control their own, 
destinies. their executives argue:' 
They may also reseil: Amer- 
itech's senice to same customiw 
ers to gain market share. but 
WIU build their own facffltks to.  
sene those customers as smn 
as i t  is feadble. 

Ameritecfi o a m  its stmice ad 
wholesale prfces that art-.' 
roughly 2a p e m t  less than.it 

charges to reU customm. whde 
Longdfsunce phone companies 
sometimes pmvide wholesale ram 
in the mge of 3l percent orretad. 
'The only potential pmflt for a 

local service reseUer is to keep 
overhead really low to make a li1- 
tle money oba narrow prnflt mar- 
gin." said Andrew Lubetkin. a 
Winnerha-based telecommunica- 
tions consultant "One addiflonal 
pmbiem USN had was its strategy 
of targeting s m a l l  businesries. 

'They dfdn't -t that mar- 

tlon and so on. but just Iumm 
ka into iInan~e. -Pam* 

all s m a l l  business together. That's 
a fairly unfocused approad and I 
think it bas hun them" 

Most early entrants into the 
resale of l o d  phone s e m c e  have 
d iscoved  it's more complex and 
dimedt than they Imagined. said 
Roger Wery. the San Francisco- 
based v i c e p m i h t  of the Renak- 
sane Worldwide consultaney. 
"AT&T and MCI couldn't make 

money at it. but neither can the 
srnalkr, more nimbte competi- 
ton." said Wery. The loml phone 
market IS where money wiLl be 
made in the future. and the 
hcutubents that mum1 that mar- 
ket a n  doing eveIything they - 
to protect theit hold on it" 

Things may change once the 
U.S. Supreme Court reviews a 
lower court decision suspendlng 
rule issued by the Fedaral Corn- 
muntcations Commission that 
were intended to open up lbeal 
m k e u  to cornpetttton. said Rob 
ert Rosenberg, president of  the 
b i g h t  Researeh Carp., based in 
PaRippany. NJ. 

" X S  things stand now. there's no 
fhw in resell- local service. at 
least not for the big national com- 
panies." Rosenberg said. "Some 
small l o d  companies might suc- 
ceed at it if they= well m" 
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EXHIBIT F 

ISSUE LIST 

1. 

2. 

3, 

4. 

Interconnection 

4 
4 

Dehy in providing t runks 
Shutting down networks arbitrarily 

Combinations of unbundled network elements (LINES) 

4 
4 

4 
4 
+ 

Combinations that BellSouth must provide 
Whether BellSouth must provide combinations that “recreate” 
an existing BellSouth retail service 
Process for enabling ALECs to combine UNEs 
Permissibility of taking apart UNEs that already have been combined 
Recurring and nonrecurring prices for UNE combinations 

Physical collocation and alternatives 

4 
4 
+ 

Terms on which BellSouth will provide collocation 
Ordering difficulties 
Alternatives to collocation 

Selective call routing 

4 
+ 

Availability and adequacy of line class code method 
Availability and adequacy of branding of operator services 

5.  
transport 

Terms on which BellSouth will provide switching unbundled from local 

6. oss 

+ 
4 

information 

Integration of ordering and pre-ordering functions 

Pre-ordering issues 
+ street address validation 
4 
4 
4 

provision of customer service records 
access to product and service information 
ability to reserve telephone numbers and obtain related 

access to due date information 
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4 Ordering and Provisioning issues 

7. 

8. 

9. 

4 
+ 
+ 
4 
4 
+ 
+ 
4 

+ 
+ 

Order flow through and rnanuai processing of orders generally 
Ability to order LNP 
Ability to order split accounts electronically 
Ability to place complex orders electronically 
Ability to order complex directory listings electronically 
Ability to order UNEs and W E  combinations electronically 
Ability to check status of pending orders 
Provision of electronic notices for service jeopardies, rejects, 
clarifications, competitive disconnects, etc. 
Provision of timely FOCs 
Provision of FOCs that take into account facility availability 

4 Maintenance and repair issues 

+ Billing issues 

+ Billing for shared transport 
+ Provision of terminating usage detail 

4 Change management 

+ Provision of business rules 

Performance measures 

4 Measurements to be reported 
+ Disaggregation of measurement reporting 
4 Performance standards 
+ Parity assessment model 
+ Verification and auditing of data 
4 Self-executing enforcement mechanisms 
+ Measurements for 91 1 

Poles, ducts, conduits and rights of way 

+ Methods 
+ Procedures 

Unbundled Ioops 

4 
+ Due date intervals 

Provision of Ioops, including XDSL loops 

2 
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10. Unbundled switching 

+ 
+ 

Vertical features 
AJN 

11. White pages 

12. Dialing parity 

13. Reciprocal compensation 

14. Resale 

+ 
4 

Aggregation 
Terms on which ALECs may resell BeIlSouth Customer Service 
Arrangements 

3 
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