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GOOD MORNING. LET ![E TIRST SAY THAT I Al{ EXTREIIELY PLEASED

TO HAVE THE OPPORTUNITY TO PARTICIPATE IN THIS DISCT'SSION OF THE

HOWS AND WHEREFORES OF THE BOCIS ONA PROPOSAIJS WITH A GROUP

REPRESENTING INTERESTS VITAL TO THE EFFECTIVE DEVEISP!'TENT OF THE

INFORMATTON AGE TN THIS COUNTRY.

TO PROVIDE A FRAI,TEWORK FOR A DISCUSSION OF THE BOC ONA

FILTNGS, IT IS PERHAPS USEFT'L TO TRANSGRESS MOMENTARILY AND

DISCUSS THE HISTORY OF THE FCC'S INQUIRIES INTO THE

INTERRELATIONSHIP OF COU}IUNICATTONS AND DATA PROCESSING

TECHNOI.,oGIES AND THE EXTENT TO WHICH THE REGUI,ATED IPCAL EXCHANGE

CARRIERS MAY PROVIDE COMPUTER-ENHANCED SERVTCES.

rN ITs FIRST CoMPUTER INQUTRY, CoMPLETBD IN L97L, rHE Fcc

ESTABLISHED A THREE PART CI,ASSIFICATION FOR COMPUTER AND



TELECOI,II,TUNICATIONS SERVICES SERVICES I{ERE EITIIER IIDATA

PROCESSING'"

FCC RULED

IITELECOMMT'NICATIONSII OR A IIHYBRIDT OT THE TWO. THE

THAT DATA PROCESSING WOULD REI{AIN UNREGUI,ATED,

TELECOMMUNICATTONS I{OULD CONTINUE TO B8 REGULATED, A}ID TTHYBRIDT|

SERVICES WOULD BE CI]ASSIFIED ON A CASE BY CASE BASIS AND TREATED

ACCORDINGLY. THE FCC PERMITTED NON-BELL COUMUNICATIONS CARRIERS

TO PROVIDE DATA PROCESSING SERVTCES THROUGH ARI'IS I,ENGTH

SUBSIDIARIES (THAT IS, THROUGH

OF DAIA PROCESSING SERVICES

ADDRESSED INASI-{UCH AS THE FCC

STRUCTURAL SEPARATION) . PROVTSION

BY THE BELL COMPAI{IES I{AS NOT

CONCLUDED THAT THE 1956 A}ITITRUSE

CONSENT DECREE RESTRI CTED AT&T FROI-| SUCH ACTMTY.

rN LIGHT OF

SERVTCES, rHE FCC

SHORTCOI,TINGS IN ITS DEFINITION OF IIHYBRIDII

CO!{I'IENCED THE SECOND COI,TPUTER INQUIRY IN L976.

IN rTS FINAL ORDER, TH8 FCC REPLACED ITS THREE TTERED

CLASSIFICATION WITH THE TWO TIERED SYSTEM IN USE fODAy: SERVICES

ARE DEFINED AS EITIIER IIBASIC'I OR ''ENITANCED. 
X BASIC SERVICES WERE

DEFINED AS TITHE COMI,ION CARRIER OFFERING OF TRANSI{ISSTON CAPACITY

FOR THE MOVEMENT OF INFORUATION, X AND WOULD REI,IAIN SUBJECT TO
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TRADITIONAL REGULATION. ENIIANCED SERVfCES' ON THE OfHER HAND,

TNCLUDED SERVICES OFFERED OVER COMMON CARRTER FACTLITTES, THAT

EI,IPLOY CO!{PUTERS TO ALTER SUBSCRTBER INFORMATIOI|, PROVIDE

ADDITTONAL OR RESTRUCTURED TNFORI.|ATTON, OR TITVOLVE C{'STOMER

INTERACTTON WITg STORED INFORI'{ATTON. THE FCC CONCLUDED THAT

ENHANCED SERVICES SHOULD BE NON-REGUIATED. AT THE SAI'IE TII{8, IT

REVERSED ITS COI,TPUTER T CONCLUSTON REGARDTNG THE 1956 CONSENT

DECREE AND DECIDED THAT IT DID NOT BAR AT&T PROVISION OF ENTIAI.ICED

SERVICES PROVTDED AT&T DID SO TIIROUGH A STRUCTURALIJY SEPARATED

ARII{S LENGTH SUBSIDIARY.

THE COI'{PUTER rI ORDER ALso PREEI'{PTED STATE REcur,ATroN rN

TWO AREAS. FIRST, IT PROHIBITED STATES TROIi! REGULATING THE

PROVISION OF ENHANCED SERVICE. AS JUSTITICATION FOR ITS DECISION,

THE FCC CONCLUDED TITAT CONGRESS I{AD INTENDED FOR AUTHORITY OVER

SUCH REGULATION TO RESIDE EXCLUSIVELY I{ITH THE FEDERAL

GOVERNIIIENT, AND THAT AUTHORITY SHOULD NOT BE DIVTDED BETWEEN THE

FCC AND STATES AS COI,TMON CARRIER COMI,TUNICATTONS HAD BEEN.

SECOND, IT RULED THAT THE STATES COULD NOT INTERFERE WITH THE
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FCC I S DECTSION TO ALISW AT&T TO PROVIDE ENITAI{CED SERVICES ON A

STRUCTURALLY

PERI'{IT AT&T

SEPARATED BASTS. THE STATES COULD NOT, FOR E)nuPrn,

AFFILIATES TO OTTER INTRASTATE ENITAI{CBD SERVICES ON A

NON-STRUCTURALLY SEPARATED BASIS.

DIVESTITT'RE OF AT&T,ATTER THE THE FCC EXTENDED ITS

PREEI'{PTTON DECISION TO INCLUDE THE ENIIANCED SERVICE OFFERINGS OF

THE BOCS . THESE ACTMTTES, OF COURSE, HAVE BEEN GREATLY

RESTRICTED BY THE INFORI,IATION SERVICES PROHIBITTON OF THE 1983

MFJ.

THE FCC I S PREEIT{PTION OF STATE ENIIN{CED SERVICES AND

STRUCSURAL SEPARATIONS REGUIJATIONS WAS INITIALLY CHAI'LENGED BY

THE STATES IN A FEDERAIJ COttRT AppEAL IN L982, BUT I{HICI| RESULTED

rN AFFIRIIATION OF THE FCC'S POSITION. IN ESSENCE, THE COITRT

RULED THAT TH8 FEDERAL COMMUNICATIONS ACT GRANTED THE FCC

EXCLUSIVE JURISDICTION OVER ENHANCED SERVICES AS PART OT ITS

ANCILLARY JURISDICTION OVER INTERSrATE COMMUNICATIONS. AS SUCH,

INCONSISTENT STATE REGUI,ATIONS STOOD AS A BARRIER TO THE FCCIS

EXECUTION OF ITS FEDERAL POLICY. AS T WILL DTSCUSS IN A I.{OI.{ENT,
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THE CASE I'!AY NO ISNGER BE GOOD I.AW.

SINALLy, rN t985, THE FCC INITIATED THE

INQUIRY IN ORDER TO ADDRESS ISSUES RAISED BY

rHIRD COMPUTER

TECITNOIOCICAL

DEVEIOPI{ENTS TN THE YEARS

STRUCTURAIJ SEPARATION WAS

INCREASINGIJY COMPETITIVE

srNcB col'{PUT8R II, rHE PERCEPTION THAT

UNECONOIIIC, AIID THE DEVEIOPI,IENT OF

!.IARKETS. IN THE 1986 COIIPUTER III

rCC CONCLUDED BHAT BOCS WOULD BE PER}IITTED TO OFFER

SERVICES DIRECTLY, Al{D NOT T}TROUGH ARI.IS IENGTH

oRDER, THE

ENHANCED

suBsrDrARIES,

REQUIREMENTS

PROVIDED THAT THEY COIIIPLIED I{ITII CERTAIN

KNOWN AS NON-STRUCTURAL SAFEGUARDS. THESE

SAFEGUARDS, INTENDED TO CREATE AT EM/IRON!{ENT CONDUCIVE TO FATR

COI'TPETITION BETI{EEN BOCS AI.ID ESPS, ARE AS tr'OLI,oWS. ONE, THE BOCS

MUST PROVTDE TH8 SAl,tE ELE!{ENTS AND QUALITy OF NETWORK ACCESS TO

ENITAI.ICED SERVICE COMPETTTORS THAT THE BOC USES FOR ITS OWN

ENIIANCED SERVICE ACTMTIES. MOREOVER, THE BOCS Ii{UST BEGIN TO

CONFIGURE THEIR NETWORKS TO FACILITATE NETWORK ACCESS I,IORE

BENEFICIAL TO CO}TPETITORS THAN CT'RRENTLY EXIST. THESE ARE THE

COMPARABLY EFFICIENT INTERCONNECTION
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ARCHITECTURE (ONA) REQUTREI.{ENTS. SECOND, THE CO}IPA}IIES MUST ADOPT

SPECIAL ACCOUNTING METHODS TO ENSITRE THAT THEIR REGULATED

ACTIVITIES ARE NOT BEING USED TO SUBSIDIZE ITNREGULATED ENHANCED

SERVICE OFFERINGS. THE COI'{PNIIES HAVE COI'IPLIED WITH THIS

REQUIREI.{ENT BY OBTAINING FCC APPROVAL OF THEIR TOINT COST

ALT,oCATTON U.ANUALS REQUTRED By THE rpART Xr PROCEEDING. THTRD,

THE COI.{PANTES MUSr RSVEAL TO THE pUBLrC, rN A Trl.{8Ly FASHION,

NETWORK TECHNICAL INFORMATION CONCERNING NEW ENITA}ICED SERVICE

OFFERINGS. THIS T{ILL PROVIDE TII{E FOR DEVEISPI'TENT OF COI'{PETITIVE

SERVTCES By ESPS. AND FOURTH, THE BOCS l.tUS8 PROVTDE INFORMAUON

CONCERNING CUSTOMERS I NETWORK USAGE AI{D CONFTGI'RATIONS TO

ENHANCED SERVICE COI'iPETITORS IF THE CttSTOt{ER SO REQUESTS.

TO DATE, THE ONLY ASPECT OF THE COI-{PUTER III REcrllE IN

PLACE IS THE PART X ACCOUNTTNG ALTTCATTON REQUTREIIENT. THE BOCS

TTAVE PROPOSED COMPLIN.ICE METHODS REGARDING THE OTHER THREE

ELEMENTS IN THEIR ONA FILINGS.

DURING THE I,AST TWO MONTHS I HAVE HAD A CEANCE TO REVIEW

MOST OF TIIE BOC I S ONA PROPOSED PI"AI'IS. THE PLANS CLARIFY A KEy
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FACTOR TEAT HAS BEEN Al{ I'NDERCT'RRENT THROUGHOUT THE COI'TPUTXR ITI

PROCEEDING AND WHICH NOW STN{DS AS PERHAPS THE GREATEST I'NKNOWN

ELEI'TENT OF THE ONA PUZZLE. THAT FACEOR IS THIS: II.{PLEIIENTATION OF

ONA IS, ESSENTIALLY, A IiIATTER OF STATE TARIFF APPROVAL BY THE

NATTONTS rIFTy-ONE STATE REGUTATORY COMMISSTONS, Al{D THE FUTURE

AND EFTECTIVENESS

OT THE STATES AND

INDUSTRY I.IUST NOW

Al{D SUCCESS OF ONA IS, THEREFORE, rN THE EAI{DS

NOT THE FCC.

SHITT ITS FOCI'S

AS SUCH, THE ENIIANCED SERVTCES

AWAY FROI{ THE FEDERAL ARENA AND

TO THE STATE UTILITIES COMI,IISSIONS.

ALTHOUGH THE fCC HAS ATTEI'|PTED fO ESTABIJISH EROAD POLICY

RECOMMENDATfONS CONCERNING DEVEIOPI{ENT, PRICING AIID DEPI,OYI,IENT OF

BASIC SERVICE ELEI.IENTS, THE BOCS !{ILIJ FOR THE I'IOST PART PROVIDE

ONA-RELATED SERVICES THROUGH THEIR STATE TARIFFS. FM BOCS,

BELL ATLANTfC, BELLSOUTH, PACfFfC TELESIS, SOUTHWESTERN BELL, AND

It.S. WEST' PROPOSE fO fARIfF BSES PRII'{,ARILY ON THE STATE L,EVEL.

AI'{ERITECH AND NYNEX WILL TARIFF INTRASTATE BSES ON BOTH THE

TNTERSTATE AlfD TNTRASTATE t8VEr,S, DEPENDING ON THE APPLICATION.

(THE ACTUAL DIFTERENCE IN APPROACH OF THESE TWO GROUPS I.{AY BE
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PURELY SEIIINITIC. } THESE DECISIONS ARE TEGALLY APPROPRIABE,

INASMUCH AS THE COMMT'NICATIONS ACT OF 1934 RESERVES TO THE STATES

EXCLUSIVE AUTHORITY OVER ALL INTRASTATE COMMT'NICATIONS AND

RE LATE D-MATEERS , IRRESPECTIVE OF THE

SERVTCES. AS SUCH, THE STATE COMMISSTONS

APPLICATION OT THOSE

RETAIN ULTTI,{ATE CONTROL

THEIR ABILITY TO EITHEROVER THE SUCCESS OF ONA STEMMING FROI.I

FACILITATE OR IMPEDE ITS IMPLE!(ENTATION.

oNcE THE FCC HAS APPROVED THE ONA FILINGS, THE BOCS l,tUST

AI.{END THETR STATE TARITFS TO INCLUDE BSE SERVICES. A TEW WORDS

SHOULD BE SAID ABOUT THE STATE TARIFF APPROVAL PROCESS. WHILE

TARIFF' AIfENDI.{ENT PROCEDTTRES VARY FROI'| STATE TO STATE, THE PROCESS

GENERALIJY IT{\/OLVBS A COI.|PN{Y FIRST FILING PROPOSED TARIFF PAGES

WITH THE COII{!{ISSION, ACCOI,TPAI.IIED BY A NARRATIVE EXPI,ANATTON OF

THE PROPOSAL AND COST SUppoRT DATA. IN THE DTSTRICT OF COTJWBIA,

THE PROPOSAL Is THEN PUBTJISHED FoR PUBLTC COMMENT. THE

COMUISSfON REVIEWS THESE COI,IMENTS, AND, IF THE RECORD IS

SUFFICTENT, ISSUES A FINAL ORDER APPROVING, REJECTING, OR

IT APPROVED,

I
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EFFECTIVE T{ITH THE PUBLICATTON OT A NOTICE OF

THE TIIIEFRN,IE FOR THIS PROCESS VARIES I{ITH THE

DISTRICT, MAy TAKE FROU

FTNAL RULEMAKING.

CO}IPLEXITY OF THE

SIX WEEKS TO OVERPROCEEDING, AI*ID, IN THE

A YEAR.

IN REVIEWING THE BOCIS ONA TARIFF FILINGS, THE STATEST TIUST

Focus THEIR DELIBERATIONS oN Two KEy QUBSTToNS: How wrLL oNA

rl{PAcr rHE BULK oF rscAL sERvrcE RArEs N.lD, uLTrl{ATEr,y, wHAr

EFFECT }TILL THERE BE ON OTHER BASIC SERVICES PROVIDED TO IOCAL

USERS. THESE CONCERNS BRTNG TO }TTND A MYRIAD OF RESULTING

QUESTIONS:

HOW WILL ONA AFFECT THE GOAL OF
I'NIVERSAI, TELEPHONE SERVICE?

WI&L IIT'NBI'NDLTNGI OF NETTIORK SERVICES
CONTIIIU8 TO A POINT TNAT IT WILL HAVE A
NEGATIVE I!.IPACT ON RESIDENTIAL AND
STNGTE LINE BUSINESS RATES?

WfLL ONA COI'{PEL STATE REGULATORS TO
FOCUS THEIR ATTENTION ON ANTI-COI.IPETITM MATTERS TO THE
DETRII,'ENT OF THEIR OVERSIGHT oFOTHER, TRADITTONAL REGULATORY
SuB.TECTS?

AlilD, PERHAPS II{OST fUPORTANTLY, I{HAT MUST BE
DONE TO ENST'RE THAT REGUI,ATED SERVICES ARE
NOT USED TO SUBSTDTZE UNREGUIJATED ACTTVITIES?

STATE COMMTSSTONS VARY TN THETR ATTITUDES TOWARD ONA. MOST
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STATE COM!{ISSTON ARE EITHER I'NABLE TO FORMUI,ATE A POSTTTON DUE TO

THEIR LACK OF ADEQUATE INFORUATION, OR THEy ARE TTNWILLING TO DO

so AT PRESENT, CHOOSING INSTEAD TO TAKE A WAIT-N{D-SEE ATTISUDE.

STATES THAT RESISf ADOPTING THE FCC ' S ONA POLICIES I'{AV DO SO FOR

POLITTCAL REASONS, OR OUT OF A GENUINE REFUSAL TO ACCEPT THE

RTSKS OF CROSS-SUBSIDIZATION ASSOCIATED WITH NON-STRUCTURAL

SAFEGUARDS, OR BOTH.

INTERESTED PARTIES MAY FTND SOME GUIDA}ICE ON THE POSITION OF

THE STATES I IN A RESOLUTION ADOPTED IN FEBRUARY BY OT'R NATIONAL

ASSOCTATTON, (NARUC), THE STATES EIIPHASIZED THAT 'rDEVEIpplmNT OF

THE ENHA}IC8D SERVICES UARKET SHOULD NOT COME AT THE EXPENSE OF

THE EXISTING FRAI{EI{ORK FOR PROVIDTNG LOW-COSr, HrGH-QUALTTY BASIC

r,ocAl, SERVICES. rr MOREOVER, NARUC RESOLVED THAT rttpLEt[ENTATION OF

ONA MUST NOT INCREASE THE AGGREGATE COST OF PROVIDING OTHER

NETWORK SERVTCES Al{D FUNCTTONS, rHAT TMPT,EMENTATTON COSTS t'{USr BE

BORNE BY THE COST CAUSERS, THAT BSES Al{D BSAS SHOULD NOT AFFECT

ADVERSELY THE PRrCE OR AVArr,ABrLrTy OF EXTSTTNG SERVTCES, AND

TO
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UNBUNDLED SERVICES. THE FULL RESOLUTION WILIJ BE FILED WITH THE

rCC AS PART OF NARUCIS COMUENTS ON THE ONA PI,AIiTS.

A}{ONG THE ISSUES THAT WILL NO DOUBT PLAY Alt II.IPORTA}{T ROLE

IN THE STATES I TUPLEIIIENTATION oF oNA Is lrHE ExTENT To llITIcH sTATE

PRICING N.ID DEPI,oYMENT POLICIES CO!,IPORT WITH THOSE ARTTCT'IATED BY

THE FCC. WrTH REGARD TO BSE pRrCrNG, THE FCC HAS STATED THAB IT

FAVORS COST-8ASED PRICING FOR THE DISTN{CE-SENSITIVE TRANSI'fiSSrON

ELEUENT AS WELL AS FOR CARRTER-PROVTDED CONCENTRATTON EQUrP!{ENT

IOCATED OlI C\'STOMERS I PREI,IISES. IT HAS AI,SO STATED THAtr IT FAVORS

AVERAGED PRTCTNG FOR THE NETWORK TNTERCONNECTTON, CENTRATJ OFFTCE-

BASED CONCENTRAEOR ELEI.{ENTS, AND AAS EXPRESSED NO PREFERENCE

REGARDING PRICING OF' NETWORK USAGE.

WITH GOOD REASON, SOME STATES ARE DISTURBED THAT HERE AGATN

THE FCC IS ATTE}II{TING TO REACH DO!{N AND DETERI.{INE I6CAL

REGULATORY POLICY. AS THE FCC ITSELF POINTS OUT, IT HAS NO

AUTHORITY TO SET THE RATES, TERMS, CoNDITIONS, OR METHoDS oF

REGULATION OF INTRASTATE BSES. AS THEY ALI{AYS HAVE, STATES WILIJ

SET I,oCAL RATES IN A MANNER THAf SERVES THE PUBLIC INTEREST AS
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REQUIRED BY EACH STATE'S I,AW. NOTHING THE FCC DOES OR SAYS CAN

CHAI'IGE THAT.

MOREOVER, rN LrcHT OF THE IOUTSIANA DECISION, A Nttl,tBER OF

STATES AND THE DISTRICT OF COLI'MBIA HAVE APPEALED THE COI'{PUTER

III ORDERS TO THE EXTENT THAT THEY PREEI.IPT THE STATE REGUI,ATION

oF BOC PROVISION OF ENHANCED SERVTCES. IN PART, THE APPEAL RESTS

ON fHE CONCLUSION THAT THE CASE UPHOLDING THE tr'CCIS CO}IPUTER II

DECTSION MAy HAVE BEEN FIAWED, AND THAT THE RECENT SUPREUE COURT

cAsE CoMPELS A DTTFERENT RESULT, rN THAT THE SUPREME COURT rN THE

LOUTSIANA DECTSTON, CT,ARTFTED AND RETTEILAEED THAT CONGRESS

CREATED A DUAL SCHE!'TE OF FEDERAL-STATE REGUI,ATTON TN THIS

COUNTRY, AND THAT THE FCC l'!AY NOI IGNORE THIS I.{A}IDAfE IN ORDER TO

EXPAND ITS PO?IER.

TH8 STATES I APPEAL OF CO!,IPUTER ITI IS NOI{ IN THE BRIEFTNG

PHASE, AND WILL NOT BE RESOIJVED AT LEAST UNTIL THE END OF TH8

YEAR. IT !{AY BE PRUDENT FOR ALIJ INTERESTED PARTIES TO AWAIT THE

OUTCOIIE OF THE APPEAL. ALTHOUGH IT I'{Ay NOT AFFECT DIRECTLY STATE

TARIFFING OF BSE I S, THE AppEAL MAy HAVE SUBSTANTTAL MPACT ON THE
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ENITAI'ICED SERVICES COMPETITIVE IANDSCAPE.

AS WITH

REGARDING BSE

PRICING, THE FCC HAS AISO ESTABLISIIED A

DEPIOYIItENT, AIID HAS REQUIRED THE BOCS TO

TII'IETABLES, UPDATED N{NUALLY As NECESSARY, SETTING oUT MARKET BY

THIS FCCMARKET DEPLOYI{ENT AND PENETRATION SCHEDULES.

REQUTREIIENT FArrS To RECOGNTZE, HOWEVER, THAT !{ATTERS RET,ATTNG TO

TNTRASTATE CONSTRUCTION AND TNVESTMENT ARE BEYOND ITS

NECESSARY TOJI'RISDICTION. THE STATES ARE TREE TO STEP IN AS

POLICY

SUB}IIT

ENSURE TEAT PUBLTC UTILITY

EQUITABLY AIIIONG USERII. THE

N.IOTHER UNNECESSARY CONFLTCT

RESOURCES ARE BEING DTSTRIBUTED

FCC HAS, THERETORE, CREATED YET

BETWEEN ITSELF AI.ID THE STATES, WITH

THE Bocs AI.ID THErR cttsrol'{ERs CAUGHT rN THE ![rDDLE.

WHILE THE FCC HAS SO FAR INTIMATED THAT IT WILL NOT

STATE REGULATTON OF BSE PRICING AI.ID DEPIOYITIENT,

ESTABLISHED PROCEDI'RES T}IROUGH

STATE REGUI,ATORY ACTIVTTIES.

PREEMPT

IT HAS

WHTCH IT WILL BE KEPT INFORMED OF

rT WILL, FOR E](AIIPLE, REQUIRE BOCS

TO OBTAIN COI'{PUTER III WAIVERS IF STATES

CONDITTONS THAT DEVrArE FROI{ FCC POLICIES.

l3
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MUST INFORI*! THE FCC OF STATE-INVOKED CUSTOI,IER A}TD UsE

RESTRICTIONS ON BASIC ONA SERVICES. IN THIS IIIANNER, THE FCC HAS

INDIRECTLY SHREATENED STATE REGUI,ATORS WITH FURTHER PREEMPTION IF

THEY FAIL TO FOLIPW THE FCC I S SUGGESTION TOR A REGUI,ATORY

FRJN{EWORK.

ALTHOUGH THE FCC HAS WORKED AARD TO ASSERT EXCLUSIVE

JURTSDTCTTON OVER ENHANCED SERVTCES REGUT,ATTON, rT KNOWS THAT

THERE ARE AREAS CONCERNING WHICH EVEN THE FCC I S UOST CREATIVE

LEGAL N{ALYSES COULD NOT JUSTIFY sTATE PREEI{PTIoN. oxg otr. THEsE

IS THE ALLOCATION OF COSTS BETWEEN BOCS I REGUI,ATED AND

UNREGULATED ACTIVIrIES. RECENTLY, THE FCC HAS APPROVED THE JOINT

COST ALL',OCATION MANUALS SUBUITTED INDMDUALLY BY fHE BOCS. THESE

II{ANUAI,S ALLEDGELY ESTABLISH ACCOUNTING PROCEDT'RES To GUARD

AGAINgT CROSS-SUBSIDTZATION OF UNREGUI,,ATED ACTTVTTIES WTTH

RESOURCES FROT-T FEDERALLY REGUIJITED ACTIVITIES, II{OST NOTABIJY,

INTERSTATE SWITCHED AND PRIVATE LINE COMMUNICATIONS. THE FCC

LETT TO EACH STATE THE DEVELOPMENT OF ACCOT'NTING RUI.,ES TO PROTECT

AGATNST CROSS-SUBSIDIZATION INVOLVING INTRASTATE REGUI,ATED
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RESOURC8S. TO DATE, THE VAST l,IA,tORIry OF STATES IIAVE NOT YET

I,IKELY SEE INCREASEDPROI,TUIGATED COST ALIPCATION RULES. YOU WILL

STATE ACTION IN THIS DIRECTTON AS BOC ENHAI{CED SERVICE OPERATIONS

DEVELOP Al{D QUESTTONS OF CROSS-SUBSTDTZATTON CO!{ES TO THE

ATTENTTON OF STATE REGUIJATORS.

ANOTHER KEY FACTOR BEYOND THE FCCIS AUTHORITY TS THE DEGREE

OF I'NIFORI{ITY AUONG ONA TARITTS FROI'I STATE TO STATE. UNIFORI'T ONA

TARIFFS COULD PROVE EXTREI'{ELY BENEFICIAL TO TfiE EFFTCIENT

DEVEIOPI'IENT OF COI'{PETITM

IOCAL TEVEIJ. A PATCH!{ORK OF TARIFFS WOULD REQUIRE

PROFICIENT IN TARTTF INTERPRETATIONS IN ALL 52

ENHANCED SERVTCE OFFERINGS AT THE

ESPS TO BECO!.TE

JURISDICTIONS.

( PAUSE) FROIr{ THIS REGUI"ATOR T S PERSPECTM, ITNTFOR!{IrY DOSS

APPEAR TO BE REASONABLE, PROVIDED RATES ARE SET IN A MANNER TTIAT

ENSURES THE PUBLIC INTEREST TS SERVED AS DETINED BY EACH STATE.

IN MY T.'IND, THAT MEANS THAT BASTC LOCAL SERVTCES ASSOCTATED WITH

ENHANCED SERVICE OFFERTNGS UUST PAY THEIR FULL FAIR SHARE Otr'

NETWORK COSTS.

IF THE ESPS DESIRE UNIFoRM REGIoNAL ONA TARIFFS, THEy MUST
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TAKE THE TNITIATIVE TO WORK WITH THE STATE COMMTSSIONS, INASMUCH

PROI,TOTE T'NIFOR}IITY fHROUGHAS THE FCC HAS TAKEN NO ACTTON TO

JOINT FEDERAL-STATE COOPERATION. TF THE FCC HAD WORKED WTTH THE

STATES rN THE DEVET,oPI'{ENT AND rMPLE}IENTATTON OF ONA, WE COULD

HAVE RESOLVED !{UCH OF THE JURISDICTIONAL I'NCERTATNTY THAT NOW

FACES THE INDUSTRY AND PERHAPS OBVIATED THE NEED FOR TODAYIS

PANEL. fN l{Y OPINION GETTING STATE COIr{I'{ISSIONS TO fDENTIFY ONA

AS A PRIORITY' PROVIDING STATE COM!,fiSSION STAFFS WITH THE

TECHNfCAIJ WHERE-WITH-ALL TO ANALYZE, EFFECTM, THE ONA TARIFFS

AND TO ASSIST THE STATES IN IDENTIFYING AI{TT-COMPETITIVE BEHAVIOR

IN A TIMELY UANNER IS TN MY OPINION THE TRUE ONA CHALIJENGE FOR US

ALL.

I THANK YOU FOR YOUR TIME.


