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The Ameritech Michigan measurement across all basic regulated
services for September 1996 for due dates met is 96.46%. The
September trouble report rate is 2.57%.

The provisioning and maintenance results for end office integration
trunks and circuits are the same for similar services prov1ded to other
customers by Ameritech Michigan.

Ameritech Michigan provides unbundled network elements on the basis
of technical parity. Technical parity means that Ameritech Michigan
will, to the extent feasible, use the same network elements to provide
unbundled network elements as when it provides bundled local exchange
service. For example, the same local loop facilities are generally used
whether the loop is provided to a requesting carrier as an unbundled
local loop or as part of an Ameritech Michigan local service. The facility
assignment systems will not discriminate against unbundled service
requests in selecting facilities. In fact, the same local loops are usually
re-used when end users change their dial tone provider from Ameritech
Michigan to another carrier utilizing an unbundled loop provided by
Ameritech Michigan. The assignment procedures are designed to re-use
facilities from the “bundled” service wherever possible.

To state this another way, facilities are inventoried in various
assignment systems based on their characteristics and features. If
facilities are available that meet the requested service, those facilities
are assigned without regard to whether the service is “bundled” or
unbundled.

This technical parity applies to all service requests, regardless of
whether the service is “bundled” or unbundled, and also without regard
to whether the customer is an Ameritech Michigan end user, a carrier
requesting a network element from Ameritech Michigan, or affiliate.

Unbundled network elements are not provided directly to end users.
Operationally, an unbundled network element cannot be directly
compared to services Ameritech Michigan provides to end users. For
example, Ameritech Michigan’s bundled exchange service connects a
loop with central office equipment to provide dial tone, access to the
switched network, features, as well as the ability to originate and receive
calls. Operationally, an unbundled network element provides only the
functions of that element. Thus, the operational characteristics of the
uthnbund.led loop network element and bundled exchange service are not
e same.
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However, the operational characteristics of unbundled loops and the
operational characteristics of the local loops used to provide exchange
services are the same, depending on the type of loop requested. For
example, the voice-grade, 2-wire, analog loop that is provided on an
unbundled basis would be operationally identical to the 2-wire voice
grade loop facility that Ameritech Michigan uses to provide its own
“bundled” exchange service. Similarly, the 2-wire ISDN basic rate loop
that Ameritech Michigan provides on an unbundled basis would be
operationally identical to the loop facility that Ameritech Michigan uses
to provide its own “bundled” ISDN service.

Other telecommunications carriers will not experience a repair interval
that differs from the intervals Ameritech Michigan provides to end
users. Through Ameritech Michigan's electronic bonding process, the
repair interval will be automatically quoted. The interval quoted is
based on the same nondiscriminatory criteria that Ameritech Michigan’s
maintenance administrators quote to Ameritech Michigan end users who
place calls into Ameritech Michigan’s repair answering center. The
electronic systems which assign, track and process the trouble reports do
not treat unbundled services different than bundled services.

Installation intervals on unbundled loops will differ from the intervals
experienced by Ameritech Michigan’s end user customers because the
provision of an unbundled loop requires several additional process steps
that are not required in the provision of basic local exchange service.

For example, there will be a difference if another carrier requests
coordination of the loop installation with other requests, such as the
coordinated disconnection of related exchange services for the same end
user, or if the carrier requests the simultaneous establishment of
interim number portability at the time of the unbundled loop
installation.

If another carrier requests the full or partial disconnection of existing
end user services, and the conversion of all or a portion of the end user’s
existing facilities to unbundled service, then manual assignment
processing is required to ensure that appropriate facilities are re-used.
In addition, if the conversion includes interim number portability,
manual procedures are used to coordinate the unbundled loop
provisioning with the translations that provide the number portability
routing. These coordination functions minimize any possible disruptions
that end users may experience in moving their service from Ameritech
Michigan to a requesting carrier.
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On all requests that require physical work in the field, unbundled loops
and “bundled” exchange services will be provided on the same intervals
developed based on field force availability and projected workload

volumes.



TABLE 6.a.1

Description of CLEC Network Architectures

Route Miles of Fiber 120 200 (1) 60 287
# Sonet Rings 5 1 7(2) 1
Speed 0C-48 & OC-72 0C48 0C-3 & 0C-48 0C-12 & OC-48
Re-route Transmission 50 millisec 100 millisec
Time
Back up Power Yes
Diverse Routing Yes
Node Sites Downtown, Southfield, Downtown, Hwy. 10 at 10 Downtown, Southfield 36th St. Lincoin Park,
Dearborn, Royal Oak, Mile Rd., Ann Arbor Road Canal Ave. & 44th, 30th St.
Warren at Beck & Fufton
Switches AT&T 5ESS, Ericsson ACE AT&T 5ESS Downtown Nortel DMS-500
in Southfield
Multiplexers Telco systems M560 ring | Telco Systems M560 ring- AT&T 2000 Series
configured; M565 configured
termainal-configured at
major POPs
X-Connects Digital DACS IV, Alcatel & DACS Alcatel 3/1 & DACS
AT&T in smaller nodes DCS 1/0 digital x-connects
Other M13 multiplexers; M13, M13 & 828A & M560 Can provide local dial tone AT&T 2000 series

AT&T DDM-1000 series

and intraL,ATA toll to
buildings w/in 20 mi of
network

(1) Includes 50 route-miles planned for 1996.3
(2) Each ring will add 20 aerial fiber miles. Also constructing a ring from Warren to Auburn Hills

Note:

Route miles are measured by simply taking the distance between two points. Fiber miles are calculated by taking the distance between two points and muftiplying that distance time

the number of fiber strands in a given sheath.
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Dataquest Predicts

Major Competitors Line Up for Local Service Prize

»

Absiratt: As recove mlecommumications legisiation has epened the [ocal telephone markets
e new CRITER(S, Mmajor players are pesitioning thempeives for future success through state
regulatory filings, facilities construction. and strategic alignmenr. This document analyses
the major competitive local exchenge carricrs and thair evolping abikity to capitalize om
this emevying market. (i is e companion tw the Detuquest document “Loca! Comperition
Takes Contyr Stage,” PNSR-NA-DP-0801)

By Bilarn Hesly

Ready, Set, Go—How Local Competitors Enter the Race

Come one. come all. Local services are now open to competition Although
the competitors are many, the high-leval steps to become » competitive local
exchange carrier (CLEC) are few. To position themselves for penetration of
the former monopoly markets, potential CLECs go through a three-step
process in each state:

u Certification (approval) to provide facilities-based local exchange and/or
intralocal access and ransport area (intra-LATA) toll and/or resold
services from the state Public Utliles Commission, if required

@ Build-out of facilities and negotiation oz purchase of interconnection
from the local axchnn?c arrier (LEQ); purchase of wholesale service or
u.}\:;:dled network ¢lements for resale from the LEC, or a combination
o J .

® Provision and marketing of new products

;mm&m Network Sernces North America

$4: PNSR-NA-DP-2603 . _ . eeyois
.“a“."'.:m‘ hs ﬂ"l'tfn " ,a * Ne wlNeo?
. e ".ngmus:  RCARPARATEL
Fikey: Parspaciive : <

{For Cross-Technoiogy. fie m the Public and Personal Communicilorn S'e“'c&:' .
PRENLE § - o
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As mentioned in “Local Competition Takes Center Stage,” substantial con- .
vergence is occurring in the form of equity cross-ownership, partnerships, 7N
and alliances across industry segments and agoss companies within those © '
:Eama. Although strategic advantages inherent in each traditional
ustry segmert, that is, competitive sccess providers (CAPs), LECs, and
ham‘m (TECs), will impact g;e mpeﬁtivl- abnti:]yy of ary
com in that ent, company-specific strategies ultimately will
mp"_\}' any musuum of Mmp -This documentEmlyze the strategic
advantages of major cnmmdm by industry segment for tha top local
ucts. At the end, Tables 1 and 2 summarize the status of

ings and facilities construction of those competitors in the largest geo-

graphic markets of each regiona) Bell operating company (RBOC) region.

Let the Games Begln—Tha Major Competitors
Competitive Access Providers (CAPS)

Metropaiittan Fider Sysiems (WFS)

With certiSaation in 15 states to provide business service, and networks
operational or planned in 39 metropolitan armas, Metropolitan Fiber Sys-
temns (MFS) is a clear leadez MFS targets large corporats and government
users in first-tier markets with traditional LEC bypass. high-end data, local
exchange, and Jong distance services. The company had §572 millien in
1995 revermie, making it the largest of the CAPs, MFS provides regulatory
leadership in a number of states and at the US. Federal Communications
Commission (FCO) level 1t has significant facilities (2,900 route milesof .
fiber) and possesses ample tachnical sales expertise in its targeted business
markets. also has the brand mame, marketing expertise, and switch
build-out plans to migrate large customars to additional products including
switched voice, Centrex, and other swith-provisioned services.

New business customers will be presented with a comprehensive suite of
voice and data products, including private lines, Asynchronous Transfer
Mode (ATM), frame relay, and integrated services digital network ISDN),
as well as the opportunity to purchase bundled local and resold long dis-
tance under one product/ price offering. Residential market share will be
moze difficult to penetrate and will take longer than other CAPs because of
MTPFS' concentration on business customers. With active switch deployment,
price discounting, product quality, and superioz customer service, MFS -
chould be able to gamer a respectable share in the residential markets it
serves by the turn of the century.

Teleport Commusicstions Ersup (TTS)
Te Communiations Group (TCG) is certified in 13 states and offers
exchange sexvice in 47 markets in 20 states through ownaed faclities or
resale of existing services. TCG's strategy is to wholesale and retail
charmels equally, with retail chanrels a residential and busi-
ness customers. TCG places significant emphasis on the retail residential
market, marketing itself as “The Other Local Phane Company.” A majority
of this residential reverue comaes from its New York market TCG is rapidly -
facilities-based service into other first-tier markets such as
Cleveland, Pertland, Oregon, and Phoenix, Arizona.

PNSR-NA-DP-403 ©1995 Dataguest Aot 29. 1998
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Compared with MFS, TCG has about ¢,900 route miles of fiber and $185
million in annual revenue. TCG is a jeader in establishing interconnection
agreements with incumbent LECs, leading the pack in Connecticut,
California, and Massachusetts. TCG is owned by a consortium of cable
televisian (CAIV) companies indudinEl‘de-Cmmﬁm [ne. (TCD),
Centinental Cablevision, Comceast Cable Corp., and Cox Cable Communi-
ations. Future strategies include emphasis on wireless alternatives to the
local loop and switching and network management as an integral part of
Sprint :Scuum's plans to offer its suite of bundled services (see Sprint

lateiCom @ress (IC6)

Targeting second- and third-tier markets, IntelCom Group's strategy is to
position its products with large wholesale and retail users of telecommuni-
catons services such as large corporations, government agencies, and [ECs.
A key focus is to ide LEC-alternative Jocal access and egress to long
distance arriens. IntalCom now covers 35 metropolitan areas with network
facilities, including 627 ber and 545 wirelass square miles, with 1995 reve-
e of $112 million. IntelCom is actively deploying switching facilities in its
network, which will enable its entry into the local exchange and intra-LATA
toll voice markets. With ¢ focus on wholesale and large retail distribution,
switch-based services, and less-competitive secondary markets, IntelCom
has extensive opportunity far growth as a CLEC.

Other CAP:

Electric Lightwave Inc. (ELI), operating mainly in the Western United States
(for example, Portland, Oregon, Los Angeles. Salt Lake City, and Seattle),
and Brooks Fiber Propesties Inc. operating in second- and third-tier mar-
kets (for eample, Knoxville, Tennessee, Grand Rapids. Michigan, Provi
dence, Rhode , and Tulsa, Oklahoma), are representative of a number
of smaller, aggressive fiber-based CAPs entering the market Niche market
concentration will be a key success facter, as will simple, easy-to-under-
mndappmdmhﬁudnad&\iﬁonmdpﬁdng. ataquest sees busi-
neas customers with high-end data needs as ripe opportunities for these
providers. Brooks Fiber's switch deployment will be a force in capturing
residential customers that will 2iso need simpie slternatives to local incum-
bent LECs. An cample of a CAP using different local exchange technology
is LOCATE, which operatas a microwave-based network offering business
castomers bypass, voics, data, and video in 26 states. Challenges for
LOCATE are an unwieldy regulatary stracture for microwave licenses and
a short supply of frequency in tetropolitan areas where most large busi-
ness customers exist.

Isterexchangs Carriers (IECs)

AT&T Lacal Services

Not to be cutdone, AT&T has iled for certification to provide loaal
exchange and intra-LATA toll servicu in aD 50 states. So far. AT&T has been
certi w&gwdinumuﬂ'&'rtm will inciude resale of
incumbent LEC services with only gradual -out of its own local infrs-
structure. The ultimate goal for AT&T Local Services in a fully compstitive
tnarket is to offer a combined bundle of local, long distance. wireless, and
Internet access services to Its customer base under one monthly bill. AT&T's
recent acquisttion of McCaw Cellular Communications Ine. (now called
ATLT Wireless Services) provides the carrier with almost national wireless

©1955 Dataquest April 29, 1996
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coverage and with the finishing complement to its bundled offering. In
markets where the incumbent RBOC/LEC has not been sllowed to enter
the inter-LATA market (preventing [ECs from offering bundled resold local
and long distance), the most liksly approach will be to resell local service
within an unbundled service suite of the aforementioned products. These
sexvices would not be priced or discounted together but may appear on
similar monthly bills.

Strengths for AT&T are an unmatched brand name, newly honed marketing
skills from the long distance wars, ample eapital resources, and the ability
to offer a complete package of complementary services. In business mar-
kets, AT&T also possesses the ability to sell high-end data uctsusing
extensive technical sales skills Challenges for AT&T include the following:
a mismatch between its integrated product strategy and a complex, some-
times-uncoordinated organizational structure: its inability to bundle resold
local and long distance service in emerging markets: a resale smt:ﬂ that
Telies on favorable, msgnﬂpbh wholesale pricing from potential com-
petitors (incumbent LECs); and a historical market daminance inviting
regulatory scrutiny.

MCzeire
MCI Communications Corporation’s strategy has been defined for 2 Jonger
iod than AT&T's strategy, and it centars around construction and main-
tenance of MCT's own local infrastructure, induding aceess loops and fea-
ture-rich switches. In order to complete the package required to provide
MCl-branded local services, MCl is likely to purchase unbundled netwerk
dements and interconnection from the incumbent LEC or seek CATV or
CAP partners for “last-mile” access to customers. For example, MCT's alli-
ance with Winstar Comumunications Inc. s wireless 38-GHz offering for last-
mile access to business customers will allow MC] to bundle facilities-basad
loeal services with its long distance servicss in a “cne-stop” spproach. In
markets where quick entry is required, area-speci ilities issues persist,
and/or wholesaie rates provide ample room opentm'gmnpn.
Dataquest expects MCl to mirzor ATAT's resale strategy. In now-familiar
fashion, price discounting and aggressive marketing is likely to occuz MCI
may also seek partnerships and alliances in markets where economic entry -
barriers are high or operating margins are low. MCI has filed for certifica-
tion in all 50 states and already has been approved in 18.

MCTs strengths are its sales and marketing expertise, a strong bra

a facllities-based approach, sufficient apialat!:soums (including British
Tdecommunications fl:‘s secent paraznh'ﬁ' and subsequent info-
sion), and regulatory leadership. MCT's challenges are primarily environ-
mental: inerta of local customers; long lead times for LEC interconnection
and competitive parity (that is, equal access and rumber portability); and
the potential for churn in a price-competitive, fully portable environment.

Sprist Spectrum

Sprint sgdrum (formezly known as Sprint Telecommunications Venture) is *

:yung ultimate yet difScult-to-manage product bundle: local and long
{stance voice, dsta, and video accessed over both wireline and wireless

facilities. In combination with TCI (see section on TCD), Comeast Cox (and

its cambined assat. TCG), and other smaller CATV and CAPs, Sprint Spec-

trum has access i3 cable systems with lines into one-third of American

PNSR-NA-OP-9603 ©1998 Dauaguest Aptil 28, 1996
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homes; has access to the m litan [oops. switching facilities, and back-
bone connectivity of TCG (see TCG section); and has secured 29 personal
comumunications services (PCS) Metropolitan Trading Area ) licanses
to offer wireless access to the product suite.

This combined wireline and wireless accsss, targeted toward multiple exist-
ing residential and business customer bases, offers staunch competition to
any company entering the market for local exchange and intra-LATA toll.
This ambitious partnership will enable su e product bundling, joint
marketing, and combined discounting and billing to entice customers intwo a

purchase decision. Also, Sprints brand rame will create the
awareness necessary to jure customers away from the incumbent LEC.
Although the partnership appears ro have all the strategic clements neces-
sary for success in the local markst, coordination of the effort willbe a
supreme task Multiple economic inlerests are at stake: culture clashes,
different agendas, complex organizational reporting hierarchies, and long
PCS network construction timelines have the potential to stall the process
and let other more nimble competitors cherry-pick the best markets.

Other (ECs

Companies such as LDDS WorldCom and LCI Interrational Inc. have
armounced plans to enter the race for local services, primarily on a resale
basis. Depeading on how quickly the market matures, they will have an
edge on the competition through the ability to immediately bundle local
and long distance service. They will be able to price discount substantiaily,
giving them a leg up in the high-velume, cost-conscious business markets.

Branding and marketing will be keys to success.
Lecal Exchange Carriers (LECs)

R30C:

In general, the RBOCs have been very interested in providing out-of-region
local services, either on their own or via partnership arrangements. Recent
examples include U S WEST, which has taken ownership of several compa-
njes in BellSouth Corporation's Atlanta market (such as Southern Multime-
dia Communications, a CAP with 600-plus route milss, and CATV ventures
Georgia Cable Television and Womatco Cable), and SBC Media Ventures,
which h:,nI“M several cable systems in Bell Atlantic Corporation’s
region (and has applied for local service certification in some states).

Like other potential competitors, the RBOCs must negotiate interconnection
with the incumbent LEC, 4 process that may benefit them strategically
given their intimate knowledge of the subject. Some RBOC venatres
undoubtedly will use wirdless alternatives 10 access, as is the case with SBC
Mobile Systems, which has applied for [ocal service certification outside its
region in Boston, Chicago, New York, and Washington. D.C.
Capturing out-ol-region local market share will require leveraging exdsting
access and termination routes (wireless) or obtaining cost-effectiva acesss
via strategic partnerships. Local termination facilities also make sense for
eventual long distance customaers. -

PNSR-NA-DP-9803 ©1995 Dataquest Apnt 29, 1996
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CATV Operators
Time Weraer Coxmounications

Time Warner Communications, part of the largest media and enterainment
caag:nyh the world, is the major local telecommnunications player

for Time Warner Inc. In combination with CAP equity positions in
[rternational FiberCom Inc., Kansas City Fibernet, and Indians Digital
Access, Time Warner has positioned {tself to offer local services over its
expanding network. Like all CATV entrants in the Jocal voice and data mar-
ketplace, the fibar-coaxial network will have to be upgraded for two-way -
communications, but Time Warner is well on the way, with combination
switch/network facilities in Orlando, Florida, New York City, Rochester,
New York, and Ralsigh. North Carolina. Major market network facilities
that are operational, planned, or in construction total 39, with certification
to provide local exchange service in six states.

Time Warner's strengths are its commitment 1o construction of local. high-
bandwidth facilities, capital resousces, and its established base of residen-
tial CATV customers. To capture sigrdficant market share in the residential
segment. Time Warner will have to convert existing fiber-coaxial plant and
home equipment to provide voice services. The company will also require -
switching, billing, and product expertise, possibly in conjunction with 3
futare strategic partnez In the business t. high-end data produets
will be the initial focus because ¢f thair volume and operating ins.
They mymm over their existing networks, but technical sales
skills and ing expertise will have to be developed in-house ot
achieved through partnerxhips or alliances.

Telo-Communicatione ine. (TO)
Mpm'owymmmmmm'onedibe;!ms u::‘;lho;aﬂ indus-
Gy segments thuough a 30 percent stake in Sprint Spectrum and a 30 percent
shanofTCG.amc::canap A newly formed unit, TCI Tele-
phany Servicss Inc., is responsible for developing and managing the com-

s venture with t Spectrum into the local telephone market. -
nlike Time Wamner, TCI will leverage its residential network through its
affiliation with TCG and Sprint for facilities, most likely to be marketed
under the Sprint brand name. TCJ will lend its existing residential customer
base and financial resources 1o sell the residential customers on bundled
local and leng distance phone servics, as well as Internet access through
planned cable modem offerings. TOG provides business-market access
through memopolitan fiber loops and Sprint provides switching and state-
of-the-art fiber backbone services. Sprint and TCT probably will split brand-
ing and marketing duties.

Continents! Cadlovisien .
Continental has teamed with U S WEST, and they plan © offer local tele-
phone service in markets where Continental and U S WEST have

entrenchad customers; in aress where no network exists, they plan o resell
local services. Like other CATV com . Continental will have to
upgrade its network But with U S s vast infrastructure in large west
ern states and Continental's dominancs of the California markst, the past-
nership is addressing the crudial issue of facilities ownership and
interconnection. A large customer base and brand recognition will assist

PNSR-NA-DP-9603 ©1996 Dataguest April 26, 1996
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tham in their efforts, but marketing expertise will have to be deopcd
given both of their histories as sole franchise owners serving captive
markets.

% Dataquest Perspective
The battie for 1ocal exchange customers lies at the very heart of today's
highly competitive, rapidly changing telecommunications markats.
Campetitors that capture this essential "link" to the information infrastruc.
tare have a very large foot in the door for providing other communicationts-
related products. including all voice, data, and video for entertainment,
information, and communications between those customers and their out-
side world.
Critical success factors in the local service market will include capital
resourees for facility build-out, brand identity, marketing and customer
service skills, as well as the ability to offer attractive packages of bundied
services, Dataquest believes that these factars give an edge to the leading

IECs. But the race is just begirming. In the end, the Jeading runners in the
local service marketplce most likely will be the evertual wirners in the race

to shape the informtion revolution.

Tables 1 and 2 show the status of state regulatory filings and facilities con-
straction for the major competitors.

PNSR-NA-DP-9803 ©1936 Dataquest Apri1 28, 1996



—— e -

9881 ‘82 IMdY

£096-40-YN-USNd

santmeq 96619

Table 1

Status of Regulatory Filings of the Major Competitors—Top Markets by RBOC Region

CAPs XQa CATV
Brooks Time
MFS TCG InlelCom  Flber GST Intermedis ELl  ATAT MC)  Contisentd  Wommer
Ameritiedh Reglon '
CNesga, llinole r C NR NP NP NF NP c c NP NEF
Clevehnd, ONle c r r NP NF NF NP r c NP c
Cinctunail, Ohle c NP NP NP N® c NP r c NB c
Detroil, Michigen P o NP NP NP NF NP c c NF NE
Miweukee, Wiscorsin NE c NE N® NF NP NF c C NE P
indianapolis, Indlana NF c NP NP NP NF NF r C Ne (4
Bel) Alaniic Reglon
Psltimore, Maryland c c Ne NF NF NF NF c [ Ne NF
Washingion, DC. r r NP NP NP NP NP r P NP NF
Richmond, Virglale [ 4 NP NP NP NF NP NE r r r NE
Chaslotte, Netth Casoling NP NF r NF NF NF NP [ [ NP r
Pitabuegh, Menneytvanie c C NP NF NE Ne C r c NF NP
Phitedeiphia, Pennaylvaaia c c NP NP NP NP C P c NP NF
SefiSonth Reglon
Atlants, Georgla c NP NF NF NF NP NF c C NF Ne
Diemingham, Alsbama NP NP r NP NP NP NP 4 NP NP P
Tompa, Florida c c c NP NF c NP c C NP c
Misml, Merids (o c c NP NF C NF c o NF C
Nashville, Rnnesee P NF 4 c NP NP NF c (o NP C
NYNEX Reglon
Doston, Massachuasets c c NF NF NF NE NF r c NF P
New York City; New York c c NP NP NP NF NF c c NP Cc
Hartlord, Connecticut c c NF C NP NF NE c c NE NP
Providence, Rhode fsland [ c NF C NF NF NP P NP NP NF
(Continund)
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Table 1 (Continued)
Status of Regulatory Filings of the Majer Competitors—Top Markets by RBOC Region
CAPs IXCs CATV
Uraeks Time
MFS TCC  InteiComn  Fiber GS8T Intermedia EU  ATAT MCT  Conthwatsl  Wasmer
89C Region
LA, Ares, Colliowia c C C C C NR NP C C C ¢
IR Day Ases, Caliiomis c c c c c Ne NP c c c N?
Secramento, Caltfornia c NP c (o NP NP NP C c c NE
51 Lowls, Missoust r r NP r NF r NP r r NP NE
Dalles, Tenss c c NF NF NP NE NF c c NF r
Houston, Teanas C (o] NF NP Nf NP NF C (o N [
U'S WEST Reglon
Porstand, Orcgon r [ NEF NP NP NP C r c NP r
Minnespotis, Minnesota r NE NP NP NP NE NP v NE N NF
Salt Lake City, Utah NP P NE NP NP NF c r NP NP NF
Phoenis, Arisons [ r r NP r NF c c NF N® NF
Denwvet Colovade r P P NP NP NF NP 4 NP NF NF
Seattle, Washington c c NF NP 4 NF c r C NP NF

PUC Sutve: C » Contlied; £ « Pending; NF = No FRling
Sowrce: Oataguest (Apilt 1998)
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Table 2
Status of Facilities Construction of the Major Competitors—Top Markets by RBOC Region
CAPs IXCs CATV
Srooks Time
MF3 TCG InteiComn  Fiber GST Intermedia e} ATAT MCl  Continental  Wamer
Ameritech Reglon
Cheago, Iflinole o,s o,s NP NP NP NF NP r 0.8 NP NP
Cleveland, Ohlo o P 0.$ NP NR NF ne NF o NE r
Cincinnett, Ohio r NF NP NF NF o NF NF NF NP )
Detrait, Michigen r 0.5 NE NF NP ne NF NE 0.8 NE NF
Milwsukee, Wisconsin P 0,8 NE NP - NF NF NP NP P Ngr o
{ndisnapolis, Indlana P 0. NP NF NF NF NF NF P NP o
Ocll Atlantic Region
Baltimore, Maryland (o} o NF NF NF NF NF NP 0.s NB NP
Washington, D.C. o 4 NF NP NF NF NP NF o NF NP
Richemond, Virginie o NP NE NP (N NP NF NF [ 0.5 NF
Chadlotte, Notth Caraline NF NP 0,5 NF NF NF NF NP NP NF o
Putsburgh, Penvaylvania o o NF NF NP NP NF NF rse NF NP
Phitadeiphia, Peansylvania o NP NP Ne NP NP 0,5 NF 0.s NF NP
BeliSeuth Regloa )
Atlents, Georgla 0.5 nNE NF NF NF NF NF NE 0 NE NE
Bimmingham, Alabams NP NP 0.S NP NP NP NP NP NP NF 1 4
Tamps, Plorida o NP NP NF NF o NP NF r NF P
Miam!, Florids PSP o NF NP NF 0.5 NF NF NF Ne NF
Nashvifle, Tennesee P NP 0.$ NF NF NF NF (Y3 i 4 NP P
NYNEX Region
Boston, Massachussets 0.s 0.5 NP NE NE NP NF NP NP NP r
New York City, New York o 0,5 NP NF NP NP NP NE oS NF o X
Hartlord, Connecticut ] o NF 0,5 NF NF NE NP r NP NP
Providence, Rhede Island r o NP o NF NE NP NF NF NF NE
(Conthuedd
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Technology Analysis

Local Competition Takes Center Stage

Absiract: With pessage of sireeping tzlecommanications legislation opening local tele-
pAone mariets 2o new entrents, Detaquese analyzes strategsc implications for mefor indus.
try sepments, inclusing local exxhange carriers, inteveschange carners, competitive scanss
providers, cable TV companies and reseliers.

By Ellmn Healy

Changing the Hulas—kihnlatnry Reform )

L 31 °%6 15:18

Yesterday's boring hone service is today’s hot, new market Local
exchange carmiers (LECJ recently saw the Telecommunications Actof 1996
become law, and with it their §90 billion in former monopoly revenue was
once and for all thrown up for grabs. The Act mandates that the state regu-
latory commissions administer 3 process by which LECs must open their
markets lo competition.

The markets tn question? They are Local Exchange Service (basic dial tone
and intraexchange service) and InaLATA Toll Service (between exchanges
in the LEC's former manopoly area). From s strategic standpoint, competi-
tion in the local loop is of paramount imporance because Jt;e fact that
most single-vendor. bundled-purchase decisions will be made in favor of
those that can provide local service. or the “Tink" to information resourcss.

Dataquest

Prograax: Public Netwerk Servicas North Amenca

Pragect Coge: PNSR-NA-DP-002 “quﬁlllti ) RO I

Publication Oste Apni 29, 1998 A
Rlag Porspectve 4 Ta :
(For Crozs-Tacmelogy e inthe Putuc and Personal Communications bingwrt '

SAEEL T

op -

PRCE. 13




£096-d0-¥N-USNd

Isandneg 96810

96614 ‘62 1U0V

mpse. Case No. «-//

7

RITTAEN MEYNT
Ques rrow £

EXAIBIrG /6

Tible 2 (Continued)
Status of Pacilities Construction of the Major Cempetitors—Top Markets by RBOC Region
CAPs IXCse CATYV
Brooks Tiste
MFS TCG ImMdCom Fidet  CST Intermedla ELl  ATAT  MCl  Coutinental  Waries
3CRegion :
LA. Ares, Cftlomia 0.8 o.s o.s NP o NP Ne NE o r r
8.2 Bay Asea, Calilorain 0.9 LY os os o NF NEe NP o NF NF
Sacramentn, Caltfornls o NE Lo X 09 NR NF NF NF NP NP NP
St Levis, Missowrf 0.8 o NP 0.8 NP P NF N NF NF NF
Dalles, Texss 0.s o.s NF NF NE NF NF NP o NP r
Houston, Reas o 0.5 NF NF NP NF NP NF o NE o
U'S WESY Reglon
Poriand, Oregon r r NP NP NF NF os NF o NP r
Minnespells, Minnesols o NF NP NP NP NF NP NP NF NP NF
Sall Lake City, Utah NP NE NE NF NF NP o5 NE NEF NF Ne
Phoenia, Adizons P o o.s NF o NP 0.8 NE NF NF . NF
Denvet, Colorado o NP 0.8 NP NP NF NE NP NF NE NP
Seattle, Washington 0,s o.s NP NF r NF X NF 0,5 NP NP

Fachites Naluy: O « Opematonat OF « Operalional Planned; NF = Ne Fecildes; 8 « Swilely; 8P « Switch Plaaned

Sewcx Oataguent (Aprit $990)
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The New Rules of Local Competitien

A of the 1996 Act was providing competitive local exchange carriers
( ) with an opportanity to conneet to all customers on the public
switchad telephone network (PSTN) via the LEC's facilities. This creates a
level playing field by allowing CLEC customers to connect with any other
party on the PSTN and vice versa. As a part of this process, mcumbent
LECs are required & provide squal "interconnection” terms o any facilities-
based CLEC (those that have constructed local and irstatled
switchss), as well l::l mpm‘dn mnb;t;:-whsdw C.; {resellers) the abil-
ity to w services. Regi opexating companies .
mmm LECs are required to negotiate private intercon-
nection and resale agreements during a 135-day period, culminating in

late contracts to be applied to any other company seeking to
provide local servics.

The combination of interconnection arrangements and the availability of
wholesale local u:hméc services reduces barriers to entry for potential
competitors and gives CLECs an opportunity to design their cost structure
via a mix-and-match approach between constructing their own, or purchas-
ing for resale, local loops and switching facilities.

States Are Leading the Charge

While many states had already embarked on the path of competitive [ocal
and intral ATA toll, the federal legislation eliminated differences
and timing among the states and added a sense of cy to the
This will require states to make the rules by which will offer for
purchase unbundled local loaps and swi facilities; provide for cross-
compensation arrangements for the origination and termination of compet-
ftors’ traffic; arrange locs! number poraabilily; furnish a method by which
there is dialing parity (equal access); and offer. for resale. bundled whalee
sale Joca) exchangs and intralLATA toll service.

The Federal Communications Commission's final rules on interconnecton |
and resale, including guidelines for pricing, are due in August 1996. Until
then, states are likely to continue on their individual paths toward competi-
tion, but same have changed their positions to mirror the federal legisla-
tion. Those states that had initiated local exchange and intraLATA toll
competition have the most competitive markets and provide a fish-tank

view of events to come on a broades, national level. Table 1 provides a sum-
mary view of the current status of state regulation of local exchange and
inralLATA toll service markets by RBOC region.

Table1
Status of State Regulation of Local Competition
RBOC/State Lacal Exchunge Service IatalATA Tal .
Resals OK? Competition OK? Resale OX? Compettion OK? Equal Access
Ameritech
Qlinots Yes! Yas'? Yo' Yes! 4/%
Indisna No Yestt? Yo Yest’ 7/98
Michigan /% Ys! 10787 Yoo’ 1/96

{Contrund

PNSR-NA-OP-9802 ©1996 Datsauest April 28, 1998
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Table 1 (Continmed)
Status of State Regnlafion of Local Competition
RBOC/State ~ Local Exchange Sexvice IntaLATA Toll
Rasale OK? Compretition OK? Resale OK? Competition OK? Equal Access
Ohio Yest Yer' Yes Yesl’ 1/96
Wisconsin Yor? 9/94!37 Yes Yes37 7/96
Bell Atlantic
Delaware Yesi# Yagit? &N YoV’ No*
Maryland 1/88 4/94\7 /a3 Yes No
New Jessey Yes® Yer’! Yes 7/ No’
Pennsylvania No*¢ Yosld/ Yes! Yes! 1/97
Virgiria No¢ 1/96 107957 Ne
West Virginia No Yot Yes 1/897 /97
Washington, D.C. Yoo! No’ NA NA NA
BellSonth )
Alabama 9/9%5 9/9% Yes! Yes’ No’
Flerida No 1796 Yes Yes!” 1/%8
Georgia Yes? 7/95 Yos! /v v
Kentucky No No Y s/ 7/98
Louisiana No No’ Yes 1079137 No °
Mississippi No No Yeu? Yes Neo
North Carclina No'$ 7796V Y= 77947 Ne
South Carolina No Ne¢* Yes! 8793 No
Tennessee No 6/9%7 Yoo’ Yol No
NYNEX
Corecticut (SNET)  7/9% ?/547 7/% 7/%4 12/96
Maine Ne No Yas! Yes No
Massachusers Yol Yes' 12/-86 12/06’ No?
New Hampehire Ne 12/96+ Yes /9 No
New York Yl YesVV Yes! Yesl” 1796
Rhode Island Yes Yaus\V? Yes 2/92v7 No
Vermont Ne Yesi 7 Yes! Yes! No
Pacific Telesis
California /9% 179647 Ye! 1795 Ne*
Nevada s/35 s/9513 S/9s S/98} No
SBC Communications
Atiarsas Ne No Ya Yesi2’ No
Karsas Ne Yuslt Yes Yest/ No
Missouri Yoot Yestt Y= 87067 No .
Oklahema Ne Ne' 7795 7794V 7798
Texas 9988 9/98! 9/95) Yes! Ne'!
USWEST
Arizona Yes' 7/98\7 Yeos! Yest’ 4/96
Colorado 7/% 7/96 2/9% Yesl’ Ne
(Continvea
PNSR-NA-DP-9802 ©1996 Dataquest April 29, 1996
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Table 1 (Continaed)

Status of State Regulation of Local Campetition
RBOC/State iocal Exchange Service IntralATA Tali

Resala OK? Competition OK? Resale OK? Competition OK? Equal Accsss

ldaho 7/88 No 7/88 Yos’ No?
lowa Yor' 3/9%7 Yes’ Yes’ No
Minneson Yes'? 8798 Yes Yal’ 1797
Montans Yo Yes! Yo Yo» Ne?’
Nebraska Ne Yo' YV eV No
New Mexico No No Ya! Yest/ No
North Dakona Yes No Yes! Yesi” 8/99
Oregen Yes! 7/93 Yes Yes! Neo
South Dakota No Neo Yes! Yes No!
Uah Yes Yes' Y Yes! 1/98
Washington Yes Yes Yes Yest No
Wyaming 3798 Yegi3A7 Yes! Yos 1/98
Others
Alasks Ne Ne /91 5/Y 6/91
Hawaii Yes? 1796 Yas! Yes? No

! @ Must be confied of regeteres

2 & With reswictiorn

3 o Corvax anly

4 o Norwwachas enly

5 » Gusiness sarvice enly

¢ o Loenl excRangs eoks az Shered Tenunt Savice (STT) anly

7 o Must B9 tartien . o

0 o Covex ard > T privam Soms

¥ .. PST/PUC decision pending

Source: Natiena! Assaaation of fAegutsiary UKlins Canyrissioners. Datagues (A1 1504)

The Local Competitors

While convergence across industry segments is happening and will likely
continue, each of today's competitors for local service has advantages or
disadvantages based on their traditional industry group. Table 2 presentsa ¥
matrix of the major industry segments vying for a piece of the local service

pie and how well they meet our criteria for success, as follows:

8 Capital resources—Fadlities expansion, purchase of whelesale services,
soen
8 Bxisting facififies— Strategic advantage for providing local service and
soon

8 Brard name—Customer awareness, confidesice and so on

8 Loaal/long distance ing—"0 ing” ially a lower
“n;”.‘ bundling—"One-stop shopping " potentially a

u Matketing expertise ~Customer awareness, incentive to purchase
services, and soem

= Technical sales skills==Sales of dats selutions/preducts to business
markets and 50 on

PNSR-NA-QOP-§602 ©1996 Dstaquest April 29, 1996
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Table 2

Top Industry Segments and Competitive Strengths
(0 = Not Attained; 1 = Parity Attained; 2 = Fully Attained)

Top Segments

Capital Existing Brind LoeallD Muketing Technical
Resources JFadlitis Name Bandling Expertise  Sales Skills

Business Markets
CAPs
1EGs
LECs
Cable TV
Resellers
Residential Markets
CAPs
br oo
LECs
Cable TV
Rasallers

']
O MMM -
oo NN
s NN s
N Mo on
- O e N e
-0 e N

NA
NA
NA
NA

O NN N -
~
oMM N O
MMM OoOON
O - = N O

'Decanding on the provider

2v¥1 recuire invesTTert B Aeiwerk Wpgree

NA 3 Not avellabls
Source: DRI (APrY 1998)

PRSA-RA-DP-SEX2

As mentioned earlier, while convergence is lessening the meaning of adi-
tional industry groupings, there are strategic implications for companies
opemating within segmentad lines of business. implications providea
basis for future success or wan of required retooling to ensure that threats
are convarind into opportunities. Dataquest now analyzes strategic issues
associased with esch sajor industry segment seeking local telecommunica-
tions mariet share acquisition.

Campetitive Access Providers
Competitive aceess providers (CAPs) have been offering "LEC bypass”
maﬁ:mam:mh.amuméunmm
local service, to business customers over the last 10 or so years. They hold
?upsmebmpmmfwapmmgloalmmﬁammm
mnlmsum&:&ﬂtymo&sﬂ&mmbof-ﬁ\&:ﬂﬁg:
loops (as to copper-based LEC loops) that require fewer ]
ml:ﬂ-. gives tham a cost/price advantage and product superiority.
Joops can also be deploysd in strategically positioned areas that cater
t high-margin business customers. Second, given that REOCs must prove
thet a facilities-based competitor exists in their region before they can offer
long distance services, have been some of the first to reach intercon-
hection agreements with the RBOCs, and as a result have been able to nego-
tiate advantagecus texms. Third, CAPs have been offering quality servics ©
business customers in large metropolitan markets for years, hence they
have good brand recognition and customer Ioyalty with these customers
who xre more likely to seek alternatives to the incumbent LEC. Fourth,
CAPFs have the regulatory fresdom to bundle local and long distance ses-
¥ice, unilke other potential entrants that have restrictions on
burdiing (See specific examples concerning and 1ECs). Last, CAPs

©1896 Dataguest April 2. 19968



