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GOOD UORNING. LET ME FIRST SAY THAT I AI'T EXTREI{8LY PLEASED

TO IIAVE THE OPPORTUNIIY TO PARTICIPATE IN THIS DISCTJSSION OF TH8

HOWS AIID WHEREFORES OF THE BOC'S ONA PROPOSALS WITH A GROUP

REPRESENTING INTERESTS VITAL TO THE EFFECTIVE DEVEIOPUENT OF IHE

TNFORMATION AGE IN THTS COUNTRY. THE ENEAI{CED SERVICES COUNCIL

rS PROVIDING A VALUABLE OPPORTUNITY FOR COMPUTER TTI PARTICTPANTS

TO L,EARN FfRST-HAND SOME OF THE CONCERNS OF I.!EI.{BERS QF THE

ENIIANCED sERvrcEs INDUSTRY As IT RELATES To THE oNA pLAtIs.

TO PROVIDE A FRAMEWORK FOR A DISCUSSION OF THE BOC ONA

FILINGS, IT IS PERHAPS USEFtIL TO DIGRESS I.{OI'{ENTARILY AND DISCUSS

rHE HISToRY or. THE Fcc's INQUTRIES INTo THE INTERRELATToNSHIP oF

COI{MUNICATIONS AND DATA PROCESSTNG TECHNOIOGIES AND THE EXTENI TO



WHTCH THE REGUI,ATED IOCAL EXCIIANGE CARRTERS MAY PROVIDE COI{PUTER-

ENHANCED SERVICES.

IN ITs FIRST COMPUTER INQUIRY, COUPLETED IN L971, THE Fcc

ESTABLISHED A THREE PART CI,.ASSTFICATTON FOR CO}IPUTER AND

TELECOMI.{UNICATIONS SERVTCES SERVICES WERE ETTHER ''DATA

PROCESSTNG'', ''TELECOII{MUNICATIONS'I oR A IIHyBRIDII oF THE Two. THE

FCC RULED THAI

TELECOMI-II'Nr CATIONS

SERVICES WOULD BE

DATA PROCESSING WOULD REI{ATN UNREGUIATED,

woul,D CoNTINUE TO BE REGULATED, AND rf HyBRIDrl

CI.ASSIFIED ON A CASE BY CASE BASIS A}TD TREATED

ACCORDINGLY. THE FCC PERI,TITTED NON-BELL CO!.TMUNICATIONS CARRIERS

TO PROVIDE DATA PROCESSING SERVICES THROUGH ARI.{S LENGTH

SUBSIDIARIES (THAT rs, THROUGH STRUCTI'RAL SEPARATION) . PROVISION

OF DATA PROCESSING SERVTCES BY THE BELIJ cottPANIES WAS NOT

ADDRESSED TNASMUCH AS THE FCC CONCLUDED TITAT THE 1956 N{TITRUST

CONSENT DECREE RESTRICTED AT&T FROM SUCH ACTIVITY.

rN rJrGH? oF sHoRTcol{rNGs IN rTs DEFTNITTON oF rrHyBRrD'r

SERVfCES, THE FCC COMMENCED THE SECOND COI,IPUTER INeUfRy IN Lg76.

IN ITS FINAL ORDER, THE 8CC REPI,ACED ITS THREE TIERED
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CI,ASSIFICATION

ARE DEFINED AS

I{ITH THE TI{O TIERED SYSTEU IN USE TODAY: SERVICES

EITHER IIBASIC'I OR IIENTTA}ICED.II BASIC SERVICES WERE

DEFINED AS IITHE COI.II.ION CARRIER OFFERTNG OF TRAI{SI.fiSSION CAPACTTY

FOR THE I.{OVEI.IENT OF INFORI'{ATION,

TRADITIONAL REGUI,ATION. ENHANCED SERVICES, ON THE OTHER lIAI,lD,

INCLUDED SERVICES OFFERED OVER coMl{oN CARRTER FACILITIES| TI{AT

SUBSCRIBER INFORII{ATION, PROVIDEEI{PLOY CO}IPUTERS TO ALTER

ADDITIONAL OR RESTRUCTURED fNFORI,{ATION, OR IIWOLVE CIISTOMER

INTERACTION WITIT STORED INFORI{ATION. TH8 FCC CONCLUDED THAT

ENHAIICED SERVICES SHOULD BE NON-REGUIATED. AT tHE SAI,IE TIUE, IT

REVERSED TTS COUPUTER I CONCIJUSION REGARDING THE 1956 CONSENT

DECREE At{D DECTDED THA1r IT DID NOT BAR AT&T PROVISION OF ENIIAI{C8D

SERVICES PROVIDED AT&T DID SO THROUGH A STRUCTURAIJIJY SEPARATED

ARI{S LENGTH SUBSIDTARY.

THE COI'{PUTER rI oRDER pREEttpTED STATE REGULATION rN TWO

AREAS. FIRST, IT PROHTBITED STATES FROM REGUI,ATING THE PROVISION

oF ENHANCED SERVICE. AS JUSTTFICATTON rOR rTS DECTSTON, THE FCC

CONCLUDED THAT CONGRESS HAD IN$ENDED FOR AUTHORITY OVER SUCH
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REGULATION TO RESIDE EXCLUSMLY WITH THE FEDERAL GOVERNIIENT, Al{D

THAT AUTHORITY SHOULD NOT BE DIVIDED BETWEEN THE FCC AND STATES

AS COMI'ION CARRIER COMMTTNTCATIONS HAD BEEN. SECOND, IT RUTED THAT

THE STATES COULD NOT INTERFERE T{ITH THE FCC ' S DECISION TO ALIPW

AT&T TO PROVIDE ENHA!{C8D SERVICES ON A STRUCIrURALLY SEPARATED

BASIS. THE STATES COULD NOT, FOR EXAI.|PLE, PERUfT AT&T AFFILIATES

TO OFFER TNTITLSTATE ENHAI'ICED SERVICES ON A NON-STRUCTURALI.Y

SEPARATED BASIS.

AFTER THE DMSTITURE oF AT&T, THE FcC EXTBNDED ITS

PREEI{PTTON DECISION TO INCLUDE THE ENHAI{CED SERVICE OTFERTNCS OF

THE BoCS. THESE ACTIVITIES, oF COI'RSE, HAVE BEEN GREATIJY

RESTRTCTED BY THE TNFORI.{ATTON SERVTCES pROHrBrrrON OF THF 1983

MFJ.

THE FCC I S PREEI.{PTION OT STATE ENHANCED SERVICEg A}ID

STRUCTT'RAL SEPARATTONS REGUI.,ATIONS WAS CHALTENGED BY THE STATES

IN A FEDERAL COURT APPEAL IN Lg82, BUT WHICH RESUIJTED IN

AFFTRI'{ATroN oF THE Fcc's PosrrroN. rN EssENcE, THE couRT RutED

THAT THE FEDERAL COMMUNTCATIONS ACT GRANTED THE FCC EXCLUSIVE
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JURISDICTION OVER ENIIAr{CED SERVICES AS PART OF ITS A}TCILIARY

JURISDICTION OVER INTERSTATE COUUUNICATIONS. AS SUCH,

FCCrSINCONSISTENT

EXECI'TION OF

THE CASE !,TAY

STATE REGUI.ATIONS STOOD AS A BARRIER TO THE

ITS FEDERAL POLICY. AS I WILL DISCT'SS IN A I{OUENT,

NO IONGER B8 GOOD I,A$I.

FINALLY' IN 1985, THE FCC INITIATED THE THIRD COUPUTER

INQUIRY IN ORDER BO ADDRESS ISSUES RAISED BY TECIINOIPGICAL

DEVET,oPUENTS rN THE YEARS SINCE COI{PUTER II, THE PERCEPTTON TIrAr

STRUCTURAt SEPARATION WAS ITNECONO!{IC, Al{D THE DEVEIppl.ENr oF

TNCREASINGLY COUPETITIVE UARKETS. IN ITs 1986 ORDER, THE Fcc

CONCLUDED THAT BOCS WOULD BE PERI,fiTTED TO OFFER ENHANCED SERVTCES

DIRECTLY, AND NOT THROUGH ARIi{S LENGTH SUBSfDIARIES, PROVIDED TIIAT

THEY COIIPLTED t{rTH CERTATN REQUTREI,fENTS KNOWN AS NON-STRUCTI'RAL

SAFEGUARDS. THESE SAFECUARDS, TNTENDED TO CREATE Al{ EI{VrRONI-IENT

CONDUCM To FAIR COI{PETITTON BETWEEN BOCS Al{D ESPS, ARE AS

FOLISWS. ONE, THE BOCS UUST PROVIDE THE SAITIE ELEMENTS AND eUALITy

OF NETWORK ACCESS TO ENT1ANCED SERVICE COI.IPETITORS THAr THE BOC

USES FOR ITS OWN ENHANCED SERVICE ACTMTIES. I'{OREOVER, THE BOCS
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MUST BEGIN TO CONFIGT'RE THEIR NETWORKS TO FACILITATE NETWORK

ACCESS I{ORE BENEFICIAL TO COMPETITORS TEA}T CI'RRENTIJY EXIST. THESE

ARE THE COUPARABLY EFFICIENT INTERCONNECTTON AND OPEN NETWORK

ARCHITECTURE REQUIREI,IENTS. SECOND, THE COIIIPAIIIES I{UST ADOpt

SPECIAL ACCOT'NTING I.IETHODS TO ENSI'RE THAT THEIR REGUIATED

ACTIVITIES ARE NOT BEING USED TO SUBSIDTZE I'NREGUI,ATED ENI{N{CED

SERVICB OFFERINGS. THE COI'IPAI.IIES HAVE CO!,IPLIED WITH IHIS

REQUIRE!.TENT BY OBTAINING FCC APPROVAL OF THEIR JOINT COST

ALIrCATION UANUALS REQUIRED BY THE 'TPART Xfr PROCEEDING. THIRD,

THE coUPN{fEs I'IUST REVEAL To THE puBLIc, IN A TII.IELY FAsIIIoN,

NETWORK TECITNICAL TNFORMATION CONCERNING NEW ENIIN{CED SERVTCE

OFFERINGS. THIS

SERVTCES BY ESPS.

WILL PROVIDE TII,TE FOR DEVEIPPI,TENT oF COII{PETITIVE

Al{D FOt RTH, THE BOCS !{UST PROVTDE INFORI{AUON

CoNFTGURATIONS TOCONCERNING CUSTO!{ERS ' NETWORK USAGE AI{D

ENHANCED SERVTCE COI{PETITORS IF THE CT'STOI.IER SO REQUESTS.

TO DATE' THE ONLY ELEI,IENT OF THE COUPUTER IIf REGIIIE IN

PT-,ACE rS THE PARr x AccouNTrNc ALTOCATTON REQUTREI'{ENT. THE BOCS

HAVE PROPOSED COI{PLTANCE I{ETHODS REGARDING THE OTHER THREE
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ELEIMNTS IN THEIR ONA FILINGS.

DURINE THE IAST TI{O UONTHS I HAVE IIAD A CIIAI{CE TO REVTEW

!{OST OT THE BOC'S ONA PROPOSED PLAI{S. THE PIANS CI,ARIFY A KEY

FACTOR TIIAT HAS BEEN AN LNDERCLRRENT TIIROUG$OUT THE COttpUTFR rrr

PROCEEDTNG Al{D WHICH NOW STANDS AS PERHAPS THE GREATEST UNKNOI{N

EI,EI-IENT OF THE ONA PUZZI.,E. THAT FACTOR IS THIS: II{PLE!{ENTATION oF

ONA IS, ESSENTIALLY, A !.IATTER OF STATE TARIFF APPROVAIJ BY THE

NATTONTS FrFTY-ONE STATE REGULATORY COMMTSSTONS, Al{D THE TUTURE

AND EFFECTTVENESS AND SUCCESS OF ONA rS, THEREFORE, rN THE IIAI{DS

OF THE STAfES. AS SUCH, THE ENIIANCED SERVICES INDUSTRY I{UST NOT{

SHITT ITS FOC'I'S AWAY FROU THE FEDERAIJ ARENA At{D TO THE STATE

UTILITIES COI'{Ii{ISSIONS .

ALTHOUGH THE FCC HAS ATTEMPTED TO ESTABLISH BROAD POLICY

RECOMDIENDATTONS CONCERNTNG DEVETOPMENT, pRrCrNc AND DEPT,oyMENT OF

BASIC SERVICE ELEI'{ENTS, THE BOCS WILL FOR THE UOST PART PROVIDE

oNA-RET,ATED sBRvrcEs rHRoucH THErR srATE TARTFFS. FrvE Bocs,

BELL ATTANTTC, BELLSOUTH, pAcrrrc TELESTS, SOUTHWESTERN BEr.L, AND

U ' S ' WEST, PROPOSE TO TARIFF BSES PRMARf LY ON THE STATE LEVEL.
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AUERITECH Al{D

INTERSTATE AND

NYNEX WILL TARTTF INTRASTATE BSES ON BOTIT THE

INTRASTATE LEVEI.S, DEPENDING ON THE APPLICATION.

(THE ACTUAL DIFTERENCE IN APPROACH OF THESE TWO GROUPS I.TAY BE

PURELY SEUANTTC.) THESE DECTSTONS ARE LEGALLY AppROpRrATE,

INASI'{UCH AS THE COMI'{T'NICATIONS ACT OF 1934 RESERVES TO THE STATES

EXCLUSM AUTHORITY OVER ALr, TNTRASTATE COI'{M[ NICATTONF Al{D

RELATED-II{ATTERS, IRRESPECTIVE OF THE APPLICATION OF THOSE

SERVTCES. AS SUCH, THE STATE COMUTSSTONS RETATN ULTr!,IATE CONTROL

OVER THE SUCCESS OF ONA STEI.TI,TING FROU THEIR ABILTTY TO EITHER

FACILITATE OR IUPEDE ITS IMPLEI{ENTATION.

ONCE THE FCC HAS APPROVED BHE ONA FILINGS, THE BOCF !-!UST

AI{END THEIR STATE TARIFFS TO INCLUDE BSE SERVICES. A FEW VTORDS

SHOULD BE SAID ABOUT THE STATE TARTFF APPROVAL PROCESS. I{HTIE

TARTFF A}IENDIfENT PROCEDURES VARY FROM STArE rO STATE, THE PROCESS

GENERALIJY fNVOLVES A COII{PANY FIRST FILINC PROPOSED TARrrr. pAGES

WTTH THE COUMTSSION, ACCOI'IPANTED BY A NARRATTVE EXPI,ANATTON OF

THE PROPOSAL AND COST SUPPORT DATA. IN THE DfSTRICT OF COLUI,{BfA,

THE PROPOSAL IS THEN PUBLISHED FOR PUBLIC COUIMNT. THE
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CoMMISSION REVIEWS THESE COMIIENTS, Al{D, IF THE RECORD IS

surFIcrENT, ISSUES A FINAL ORDER AppROVrNc, REJECTTNG, OR

MODIFYING THE PROPOSAL. rF APPROVED, THE TARIFF BECOI.IES

EFTECEIVE WITH THE PUBLICATION OF A NOTICE OT FINAL RUI,EII{AKING.

COMPTEXITY OF THE

SIX T{EEKS TO OVER

THE TI}IEFRAI-IE TOR TIIIS PROCESS VARIES WITH TH8

PROCEEDING, AND, rN THE DTSTRIC!, MAy TAKE FROU

A YEAR.

IN REVIEWING THE BOCTS ONA TARIFF FILINGS, THE STATEST I|UST

Fogtts THEIR DELIBERATIONS oN Two KEY QUESTIONS: How wll,f, oNA

rIi{PACT THE BULK Or rocAL SERVrCE RATES N{D, ULTr!{ATELY| !{HAT

EFFECT WILL THERE BE ON OTHER BASIC SERVICES PROVIDED TO ISCAL

BRING TO I.TIND A I.fYRIAD OF RESULTINGUSERS. THESE CONCERNS

QUESTIONS:

HOW WILL ONA AFTECT THE GOAI, OF
T'NIVERSAIJ TELEPHONE SERVICE?

WILL III'NBI'NDLINGII OT NETWORK SERVICES
CONTINUE TO A POINT THAT IT WILL HAVE A
NEGATIVE II.{PACT ON RESIDENTTAL Al{D
SINGLE LINE BUSINESS RATES?

WILL ONA COI.IPEL STATE REGUI,ATORS TO
FOCUS THEIR ATTENTION ON AI.ITI-
COI-{PETITIVE MATTERS TO THE
DETRI!.TENT OF THEIR OVERSIGHT OT
OTHER, TRADITIONAL REGULATORY



SURTECTS?

AI.ID, PERHAPS I.{OST IUPORTNITLY, WHAII UUSI! BE
DONE TO ENSI'RE THAT REGUIATED SERVICES ARE
NOB USED TO SUBSIDTZE UNREGUIATED ACTIVITIES?

STATE COMITIISSIONS VARY IN THEIR ATTITUDES TOWARD ONA. UOSI

STATE CO!.T!,fiSSION ARE EITHER UNABLE TO FORMUIATE A POSITION DUE TO

THEIR LACK OF ADEQUATE TNFORMATION, OR THEy ARE I'NI{TLLING TO DO

so Ar PRESENT, CHOOSTNG INSTEAD TO TAKE A !{ArT-N{D-SEE ATTITUDE.

STATES THAT RESIST ADOPTING THE FCC'S ONA POLICIES UAY DO SO FOR

POLITICAIJ REASONS, OR OIII OF A GENUTNE REFUSAL rO ACCEYI rHE

RISKS OF CROSS-SUBSTDIZATION ASSOCIATED WITH NON-STRUCTURAL

SAFEGUARDS, OR BOTH.

INTERESTED PARTIES l.{Ay FIND SOI'fE GUIDN{CE ON THE POSITION Ol.

THE STATES I IN A RESOLUfION ADOPTED IN FEBRUARY BY OUR NATIONAL

ASSOCIABION, (NARUC) , THE STATES EI.TPTTASIZED THAT 'IDEVEIPP}TENT OF

TH8 ENITAI{CED SERVICES I.TARKET SHOULD NoT col.lE AT THE EXPENSE OF

HIGH-QUALITY BASIC

II'{PLEMENTATION OF

ONA I'{UST NOT INCREASE THE AGGREGATE COST OF PROVIDTNG OTHER

NETWORK SERVICES AND IryNCTIONS, THAT II{PLEI.{ENTATION COSTS I-{UST BE
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BORI{E BY THE COST CAUSERS, THAT BSES Al{D BSAS SHOULD NOT AFFECT

ADVERSELY THE PRICE OR AVAILABILITy OF EXTSTTNG SERVTCE$, Al{D

rHAT USERS SHOULD NOT BE FORCED TO REPIACE EXISTING SERVICES WITH

UNBUNDLED SERVICES. THE FULL RESOLUTION WILL BE FILED T{ITH THE

FCC AS PART OF NARUC'S COUMENTS ON THE ONA PI,AI{S.

AilONG THE ISSUES THAT WILIJ NO DOUBT PIAY Al{ I}IPORTANT ROLE

IN THE STATES I I!{PLEIENTATION OF ONA IS THE EXTENT TO WHICH STATE

PRICING A}ID DEPI.OYUENT POLTCIES COMPORT WITH THOSE ARTICT'LATED BY

THE I'CC. WITH REGARD TO BSE PRTCING, TH8 FCC TTAS STATED TFET IT

FAVORS COST-BASED PRTCING FOR THE DISTN{CE-SENSITIVE TRA}{S!,IISSION

EI,EUENT AS WELL AS FOR CARRIER-PROVIDED CONCENTRATION EQUIPMENT

IOCATED ON CI'STO!{ERS I PREI,IISES. IT HAS AIJSO STATED THAT IT FAVORS

AVERAGED PRTCTNG FOR THE NETWORK TNTERCONNECTTON, CENTRAL OF.FTCE-

BASED CONCENTRATOR ELEI.IENTS, AND HAS EXPRESSED NO PREFERENcE

REGARDTNG PRTCING OF NETWORK USAGE.

WITH GOOD REASON, SOII{E STATES ARE DISTURBED THAT HERE AGAIN

THE TCC TS ATTEMPTTNG TO REACH DOI{N AND DETERMTNE ISCAL

REGUIJITORY POLICY. AS THE FCC ITSELF POINTS OUT, IT HAS NO
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AUTHORIEy TO SET THE RATES, TERMS, CONDITTONS, OR li!8TH9DS OF

REGUI.ATION OF INBRASTATE BSES. AS THEY ALI{AYS EAVE, STATEF I{ILL

sET rpcAl, RATES rN A r.r,N{NER THAT SERVES THE PUBLTC TNTERFST AS

REQUIRED BY EACH STATE'S I.AW. NOTHTNG THE FCC DOES OR SAYS CAN

CHA}IGE THAT.

ITIOREOVER, IN LTGHT OF THE I,oUTSTANA DECISION, A NT'I'{PER OF

srATES Al{D THE DISTRTCT OF COLI'UBTA HAVE APPEALED THE COI.IPUTER

IrI ORDERS TO THE EXTENT THAT THEY PREEI.{PT THE SEATE REGUIAIION

OF BOC PROVISION OF ENHAI{CED SERVICES. IN PART, THE APPEAIT RESTS

oN THE CONCLUSTON THAT THE CASE UPHOLDTNG rrIE FCC I S COITPUFER Ir

DECISTOIT !,IAY HAVE BEEN FLAWED, At{D THAT THE RECENT SUPREI.IE COITRT

cAsE couPELs A DIFFERENT RESULT, IN THAT THE SUPRE!'IE COURT IN THE

LOUISTANA DECISION, CLARIFIED AI.ID REITERATED THAT CONGRESS

CREATED A DUAIJ SCHEI,TE OF FEDERAL-STATE REGUI'ATION IN THIS

cottNTRY, AND THAT THE FCC MAy NOT IGNORE THIS IIANDATE IN ORDER TO

EXPAND ITS POWER.

THE STATES I APPEAL OF COI,TPUTER III TS NOW IN THE BRIETING

PEASE, AND WILL NOr BE RESOLVED AB LEAST UNTIL THE END oF TH8
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YEAR. IT UAY BE PRUDENT FOR ALL INTERESTED PARTIES TO AWAIT THE

OUTCOI.IE OF THE APPEAL. ALTHOUGH IT MAY NOT AFFECT DIRECTLY STATE

TARIFFING OF BSETS, THE APPEAIJ l.IAy HAVE SUBSTN{TIAIJ TilPACT ON THE

ENITA}ICED SERVICES COMPETITIVE IANDSCAPE.

AS WITH PRICING, THE FCC HAS ALSO ESTABLISHED A

REGARDTNG BSE DEPLOYMENT, Al{D EAS REQUIRED THE BOCS 8O

POLICY

suBl-flr

Tr!{ETABLES, UPDATED ANNUALLy AS NECESSARY, SETTTNG OUT UARKET BY

THIF FCC},TARKET DEPLOYMENT AND PENETRATION SCHEDULES.

REQUIREI-IENT

I NTRAS TATE

FAILS TO RECOGNIZE, HOWEVER, THAT I'IATTERS REI.rATING IO

JURTSDICTION.

ENSI'RE THAT

CONSTRUCTION AND INVESTUENT ARE BEYONP ITS

THE STATES ARE FREE TO STEP IN AS NECESSARY TO

PUBLTC UTILITY RESOURCES AR8 BEINC DISTRIBUTED

EQUTTABLY Al'loNG usERs. THE Fcc HAs, THBREFORE, CREATED yET

ANOTHER ITNNECESSARY CONFLTCT BETWEEN TTSELF AND THE STATES, WrTH

THE BOCS AND THEIR CUSTOI'T8RS CAUGHT IN THE PINCH.

WHILE THE FCC HAS SO FAR INTIMATED THAT IT WILL NOT PREEI.TPT

STATE REGULATION OF BSE PRICING AND DEPI,oYII{ENT, I[ IIAS

ESTABLISHED PROCEDURES THROUGH WHICI{ IT WILL KEEP INFORMSD OF
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STAIE REGUI,ATORY ACTIVITIES. IT WrLL, FOR EXN,IPLE, REQUIRE BOCS

TO OBTAIN CO!,IPUTER TII WAIVERS IF STATES ESTABLTSH PRTCING

coNDrrroNs rHAr DEVTATE FROU FCC pOLrCrES. LTKEWTSE, CARRTERS

MUSI INFORU THE FCC OF STATE-INVOKSD CUSTOIiTER Al{P USE

RESTRICTIONS ON BASIC ONA SERVICES. rN THIS II{AI{N8R, THE FCC HAs

INDIRECTLY THREATENFD STATE REGULATORS WITH TURTHER PREEMPTIOI{ IF

THEY SATL TO FOLLOI{ THE tr'CC I S SUGGESTION FOR A REGUIASORY

FRAI,TEWORK.

ALTHOUGH THE FCC HAS WORKED HARD TO ASSERT EXCLUSIVE

.'T'RTSDICTION OVER ENHANCED SERVICES REGUI,ATTON, rT KNOWE THAT

I,TOST CREATIVETHERE ARE AREAS CONCERNING T{HTCH EVEN THE FCCIS

LEGAL N{ALYSES COULD NOT JUSTIFY STATE PREEIT{PTION. ONE OF THESE

rS THE ALLOCATTON OF cosTs BETWEEN BOCS r REGUIATEp AI.ID

UNREGUI,ATED ACTIVTTTES .

COST ALIOCATION UANUALS

RECENTLy, THE FCC HAS APPROVED THE JOrNT

SUBI{ITTED TNDIVIDUALLY BY THE BOCS. THESE

MANUAI,S ESTABLISH

SUBSTDTZATION OF

AECOUNTING PROCEDURES TO GUARD AGATNSI CROSS-

U}:IREGUI,ATED

ACTIVITIES,

ACTIVTTIES WTTH RESOI'RCES FRO!.!

ttosf NoTABLY, INTERSTATE SWITCHED
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A}TD PRIVATE I,TNE

DEVEIOPI'IENT OF

COMMUNICATIONS. THE TCC LEFE TO EACH STA{TE THE

ACEOUNTING RULES TO PROTECT AGAINST CROSS-

SUBSIDIZATION INVOLVTNG INTRASTATE REGUIATED RESOT'RCES. TO DATE,

THE VAST !'tA.TORfTy OF STAT8S HAVE NOT yET PROI-IUI€ATEq COST

ALI,OCATTON RULES. YOU WILL LIKELY SEE INCRE.ASED STATE ACTION IN

THIS DIRECTION AS FOC ENHANCED SERVICE OPERArIONS DEVEI4P AIID

REGUI,ATORSI ATTENTIONQUESTTONS OF CROSS-qUBSTDTZATTON COTIE TO

II{ORE FFEQUENTLY.

AI{OTHER KEY FAETOR BEYOND THE FCCTS AUTHORITY IS THE DEGREE

oF ItNIFoRltfTY AI'IONG oNA TARIPFS FROIT| STATE TO STATE. UNIFORI{ ONA

TARTTFS COULD PROVE EXTREI{ELY BENEFICIAL TO THE EFFICIENT

DEVET0PI.IENT oF coi''.ETrrrvn ENHANcED sERvrcE oFFERTNGS AT THE

rJocAL LEVEL. A PATerwoRK OF TARTFF'S WOULD REQUTRE ESPS TO BECOT{E

PROFTCTENT rN TARTFF' TNTERPRETATToN rN ALr, s2 wRrsDrcrroNs FRo!.t

THrs REGUT,ATOR'S PEDspEcrrvE, IrNrFoRIr{rry DoEs Nor AppEAR To BE

UNREASONABE, PROVTNTD RATES ARE SET IN A MANNER TITAT ENSUREs THE

PUBLIC TNTEREST IS "RVED AS DEFINED BY EACH STATE. II-I MY UTND,

THAT MEANS THAT B",-TE LOCAL SERVTCES ASSOCIATED WITH ENHANCED
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SERVICE OFFERTNGS

cosTs.

I']ST PAY THEIR FULL rAIR SHARE OF NETWORK

IT THE ESPS DESTRE ITNIFORM REGIONAL ONA TARIFFS, THEy l{UsT

TAKE THE INITIATIVE, INASI,TUCH AS THE FCC HAS TAKEN NO ACTION TO

ACTIVITIES. IF THEPROMOTE T'NIFORMITY T]'ROUGH JOINT FEDERAL-STATE

FCC HAD WORKED WIT'' 'I'HE STATES THROUGH THE JOINT BOARD PROCESS,

IT COULD IIAVE RESOL','|ED I'{UCH OF THE JITRfSDICTIONAL UNCERTAINEY THE

INDUSTRY NOI{ FACES .IT'D PERHAPS OBVIATED TH8 NEED FOR A CONFERENCE

sucH As roDAY I s. T!'E Fcc wouLD BE wrsB To KEEP rHrs rN l.lrND FoR

THE INEVITABLE COMP'"!'qR IV.

I THANK YOU F/"' YOUR TrUE.


