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EX PARTE

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

Re: In the Matter ofSouthwestern Bell Telephone Company's Comparably
Efficient Interconnection Plan for, Security Service, CC Docket Nos. 85­
229, 90-623, and 95-20/

Dear Mr. Caton:

In accordance with the Commission's rules governing ex parte presentations,
please be advised that yesterday Patricia Diaz Dennis, Robert Gryzmala, Kevin
Haberberger, Thomas Sugrue, and the undersigned, representing Southwestern
Bell Telephone Company ("SWBT"), met with Richard Welch, Carol Mattey,
Claudia Pabo, and Steven Teplitz of the Common Carrier Bureau's Policy and
Program Planning Division. The purpose of the meeting was to discuss SWBT's
pending Comparably Efficient Interconnection ("CEI") Plan for Security Service
in light of the Commission's recent report and order implementing Section 275 of
the Communications Act of 1934, as amended. l

In addressing the Second Report and Order,2 SWBT explained that its interests
will not be so intertwined with the interests ofany alarm monitoring service
provider such that S.WBT can be considered to be "engag[ed] in the provision"
of alarm monitoring service contravening Section 275(a). A variety offactors
demonstrate that the arrangements into which SWBT will enter will not
constitute an impermissible intertwining with an alarm monitoring service
provider's interests.

I In the Matter ofImplementation of the Telecommunications Act of 1996: Telemessaging,
Electronic Publishing, and Alarm Monitoring Services, CC Docket No. 96-152, Second Report
and Order, FCC 97-101 (released March 25, 1997) ("Second Report and Order").

2 SWBT also briefly addressed the Commission's Computer III rules, stating that its CEI Plan
was complete under those rules and meets all CEI requirements.
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SWBT committed that, under its CEl Plan:

(1) The specifics of any sales agency arrangement entered into between SWBT
and any alarm monitoring service provider will adhere to those stated in SWBT's
February 14, 1997 ex parte presentation (Attachment A).

(2) SWBT's compensation for the sales agency services rendered to an alarm
monitoring service provider will depend solely upon SWBT's own performance
as the sales agent for the alarm monitoring service provider's services. Such
compensation will not depend upon a provider's performance in offering the
alarm monitoring service, nor will it be based upon the net revenues of an alarm
monitoring service provider to which SWBT furnishes sales agency services. 3

SWBT will have no "financial stake in the commercial success" of any alarm
monitoring provider.4

(3) Any sales agency agreement reached between SWBT and an alarm
monitoring service provider will be mutually non-exclusive. That is, the provider
will be free to use other sales agents or other distribution channels where SWBT
offers alarm monitoring services, and SWBT will be free to enter into sales
agency agreements with other alarm monitoring service providers. SWBT will
consider acting as a sales agent for qualified providers based upon standard
business criteria, such as the provider's financial and business stability and
reputation, size and scope of operations, geographic monitoring coverage, central
alarm monitoring station certification, technical and operational compatibility,
future growth capacity, existing/emerging service capability, and compensation
arrangement (consistent with the representations made in paragraph (2) above).
Once SWBT enters into a sales agency relationship with an alarm monitoring
service provider, it will make available to other comparably qualified alarm
monitoring service providers the same terms and conditions of the sales agency
arrangement on a nondiscriminatory basis.S

3 While the exact compensation terms will be the subject of commercial negotiations between
SWBT and an alarm monitoring senice provider, they will likely be based on a flat rate, per
customer charge, billed either on an up-front,. one-time basis or in the form of a monthly
recurring charge, taking into account the level (and associated cost) of advertising/marketing
that SWBT will be contributing to the agency relationship in any given case, and the volume of
new customers produced as a result of SWBT's marketing efforts.

4 Second Report and Order at para. 39.

5 See id. at para. 38.
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Given the completeness of the record and the commitments made above that
address the Second Report and Order, SWBT respectfully requests that the
Bureau now expeditiously approve SWBT's pending CEl Plan for Security
Service.

Due to the late hour of the day that the meeting concluded, we are filing this
notification with your office today. Pursuant to Section 1.1206(a)(2) of the
Commission's rules, 47 C.F.R. § 1.1206(a)(2), an original and one copy of this
letter are provided for your use. Should you have any questions concerning the
foregoing, do not hesitate to contact me.

Very truly yours,

{l

Attachments

cc: Mr. Welch
Ms. Mattey
Ms. Pabo
Mr. Teplitz
All Parties ofRecord (Attachment B)
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"''''11"",-, .EX PARTE 0Iftc0 -rllOn,,..~

Of~"'''';''Ion
The Honorable Reed E. Hundt
Chairman
Federal Communications Commission
1919 M Street, N.W.,
Washington, D.C. 20554

" ...
"

ATTACHMENT A

One Bell Center
Room 3532
St. Louis. Missouri 63101

Phone 314 235·2515

Re: Alarm Monitoring Services - Southwestern BeJI Telephone Company's
Comparably Efficient Interconnection Plan for Security Service Plan
(CC Docket Nos. 85-229, 90-623 and 95-20); Implementation of the
Telecommunications Act of 1996: Telemessaging, Electronic Publishing
and Alarm lVIonitoring Services (CC Docket ~o. 96-152)

Dear Chainnan Hundt:

There is an old expression. "When you have the facts, pound the facts. When you
have the law, pound the law. When you have neither, pound the table." The Alann
Industry Communications Committee's ("AlCC's") January 31, 1997, letter to you
regarding Southwestern Bell Telephone Company's ("SWBT's") Security Service
Comparably Efficient Interconnection ("CEf') Plan merely "pounds the table."

Although AlCC continues to distort key facts and omit others, SWBT detailed over
six months ago exactly what its modified plan proposed. See Ex Parte Letter to
William F.Caton, Acting Secretary, Federal Communications Commission from Todd
F. Silbergeld, Director-Federal Regulatory, dated July 18, 1996 (attached). Since
then, the facts have not changed. Indeed, on the same day that AlCC submitted its
letter to you, January 31, SWBT repeated these same long established facts to
Commissioner Ness and Jim Casserly in the presence of AlCC's legal counsel. AlCC
stili has the facts wrong.

AlCC also has the law wrong. During the discussion on January 31, we provided
citations to cases that confirm that payment of commissions on a recurring, montWy
basis is not inconsistent with an agency relationship. See Callahan v. Prince Albert
Pulp Co. Ltd., 581 F.2d 314 (2d Cir. 1978); Select Creations, Inc. v. Paliafito
America, Inc. 911 F. Supp. 1130 (E.D. Wis. 1995). Each case involved payment ofa
recurring, monthly commission to an agent. Moreover, SW13T noted then that such
recurring compensation is customary in the telecolnmunications industry (~,
telephone company and cellular sales agents) and dsewhere (e.g., the insurance
industry).
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Even if, as AlCC claims in its letter (Vvithout record basis), SWBT were to receive a
percentage of the unaffiliated alann monitoring provider's revenues, it would have no
legal significance. Our January 31 ex parte meeting brought the attendees' attention
to the principle that an agreement to pay an agent compensation as determined by the
amount of revenues generated by a new customer is not inconsistent with an agency
relationship; rather, the revenues are not received as such (i.e., sharing), but are
merely a basis of compensation. See 3 Am Jur 2d, Agency § 4. In addition, the
agents in both Callahan and Select Creations received percentage commissions.

AlCC's concerns about the alleged incentives for cross-subsidization and
discrimination are fully addressed by SWBT's stated commitments to abide by the
Commission's nine CEI plan parameters. AlCC has not challenged any of these
commitments.

Finally, AlCC continues to try to re-write portions of the Telecommunications Act of
1996. In a related proceeding, the Commission declined to adopt a rule that AlCC
had proposed, because the Commission recognized that the proffered rule "would
[have] extend[ed] beyond the statutory prohibitions of Section 275(d)."
Telecommunications Carriers' Use ofCPNI: Use ofData Regarding Alarm
Monitoring Services Providers, CC Docket No. 96-115, Report and Order, released
August 7, 1996, at para. 11 (emphasis added). AlCC's proposal here would even
more egregiously extend beyond the words of Section 275(a)(1). The Commission
should again strongly reject AleC's attempts to re-write the 1996 Act and quickly
approve SWBT's CEI Plan for Security Service.

Sincerely,

ff:ck49~~Y11"S
Robert 1. GryzmaJa
Attorney

Attachment

cc: Mr. William F. Caton
Commissioner James H. Quello
Commissioner Susan ~ess

Commissioner Rachelle B. Chong
Ms. Regina M. Keeney

Mr. Thomas Boasberg
Mr. James Coltharp
Mr. James Casserly
Mr. Dan Gonzalez
Mr. A. Richard Metzger, Jr.



Todd F. Silbergeld
Director-
Feder:!l Regulatory

July 18, 1996

Ex Parte

i\1r William F. Caton
Acting Secretary
Federal Communications Commission
1919 ~ Street, N.W., Room 222
Washington., D.C. 20554

SBC Communlcalions [nco
1401 I Slreel, :-;.w.
Suile 1100
Washington, D.C. 20005
Phone 202 326·8888
Fax 202 408...806

Re: Southwestern Bell Teleohone Comoanv' s CEl Plan for Securitv Service,
CC Docket Nos. 85-229.90-623.95-20

Dear:\Jfr. Caton:

In accordance with the Commission's rules regarding ex oarte presentations,
please be advised that today, Steven Dimmitt, ~fichael Zpevak, Anthony Conroy,
Kevin Haberberger and I representing Southwestern Ben Telephone Company
(SWBT) met with Carol Mattey, Deputy Chief and Claudia Pabo, Legal Assistant
to the Chief, Policy and Program Policy Division, Common Carrier Bureau, to
discuss SWBT's pending Comparably Efficient Interconnection Plan for Security
Service.

Written materials, which were used during our discussion, are attached to this
letter to be included in the official record.

Should you have any questions regarding this subject matter, please don't hesitate
to contact me.

Sincerely,

Attac:unems

C
~·.... Ms. Carol Mattey

~fs. Claudia Pabo



I. OUTLI~E OF SOUTHWESTERN BEL~ TELEPHONE COMPANY'S (SWBT'Sl
PROPOSED SECURITY SERVICE CCMPA&A3LY EFFICIENT
INTERCONNECTION (CEIl PLAN

SWBT's proposal contemplates the :ollowing:

~l SWBT ~ould undertake three cisti=ct activities.
* P~Qvide, install and ma~~~ai~ Customer Premises Equipmenc

(CPE) purchased by ~~e c~stowe~.

* P~ovide billing and col:ecticns (B&C) services to the
alar:n monitoring service prov':"der.

* Ac~ as a sales agen~ for ~he =larm monitoring service
provider.

3) Customers remain free to select the security service
arrangement best suited to ~heir needs.

* C?~ onlv or CEE 91us Mor':"tor~lcr - SWBT's proposal would
allow customers to purc~ase alarm monitoring equipment
from SWBT. Customers remain free, however, to purchase
t~e equipment elsewhere. Cus~orners who choose to
purchase equipment offered by SWBT may, but need not,
sUbscribe to the alarm ~cnitcring service which SWBT
would offer as a sales agenc. They remain free to
subscribe to any other alarm ~onitoring service, or to
not subscribe to any monitoring service at all.

C) The alarm monitoring service customer maintains a direct
customer-provider relationship with the unaffiliated alarm
monitoring service provider.

* Contracts - The customer will enter into a written
contract with the alarm ~onitoring service provider,
detailing the obligations and liabilities of each party.
The contract alone controls the terms, conditions and
price of the alarm moni~oring service rendered.

* Billing - Two separate and distinct charges will be
prominently displayed on SWBT1s bill:
- The alarm monitoring service provider's service name

will be clearly identified along with its associated
charges.

- A separate charge consisting of SWBT's associated CPE
charge will also appear, when applicable.

Telephone service will not be disconnected by any
customer's failure to pay fer the monitoring service
and/or CPE charges.

* Charges - The contract =etween the customer and the
provider of alarm monit~ring services will control/set
t~e charges the cus~orne= agrees to pay for these
services.

P;ge 1.



* Customer Collateral - All sales and other contacts with
cus~omers will iden~:fy t~e alar~ monitoring service
provider. All promc~iena: and other info~ational

material (e.g., sales brcchures) I yard signs, window
stickers and the like will identify the alarm monitoring
service provider.

* Customer Inqyiries - Inqu~=:es about the alarm monitoring
service (as opposed ~o esuipment or billing inquiries)
will be referred to ~he unaffiliated alar~ monitoring
service provider.

D) SWBT will not share in the revenues earned by the ala~

monitoring service prov~der.

* SWBT will collec~ cus~omer payments, and will deduc~

(1) bill:ng and col:ec~icns charges payable by the
previder, and

(2) sales commissions payable by the provider. SWBT will
remit the net balance to the provider.

E) SWBT will not alter or exert control over the customer­
provider relationship:

* Changes to or termination of the SWBT/alarm monitoring
service provider sales relationship will not affect the
customer1s contract with the monitoring entity or the
relationshio between the tNO.

* SWBT does not have the right to exercise any control over
the customer accounts for the duration of the alarm
monitoring prohibition.

F) SWBT will contiDue to comply with any/all requirements or
regulations designed to ensure a level playinq field for all,
includinq;
* Comparably Efficient Interconnection (CEI) requirements
* Open NetNork Architecture (ONA) Plan requirements
* Cost Allocation Manual (C.~) guidelines
* Customer Proprietarj NetNork Infor~ation (CPNI)

restrictions
* Billing/co~lections Generic Contract prOVisions

G) Complaint process is in place to ensure recourse in matters
of dispute.

H) If eEl Plan is not required for sales agency relationships
associated with enhanced services, SWBT will withdraw
Security System CEI Plan filing.

Page 2



II. SwaT'S PROPOSED ACTIVITISS, !~CLUDING !~S LIMITED ROLE AS A
SALES AGENT FOR AN UNAFFILIATED 6L~~~ ~ONITORI~G SERVICE
PROVIDER, PO NOT CONSTITUTE BEING ENGAGED IN TEE PEOYISION
OF AL~~ MONITORING SERVICES UNDER APPLICABLE LEGAL
PRECEDENT

A) There is no substantial dispute t~at SWB~ may perfo~ non­
sales agency related activities in support of ala~

monitoring ser~ices.

* SWBT may laWfully provide Oi11 i:a ;rC collection (B&C)
services to alarm moni~ori~g ser'/ice providers. The Alarm
Industry Communications co~~i~~ee (A:CC) has no objection
to SWBT being compensa~ed :or i~s ~i::ing and collection
services, AlCC Commencs, p. lJ, n. 1;. SWBT currently
provides B&C services ~ela~=d to a~a~~ monitoring service
providers' charges.

* SWBT may lawfully provide ~ to cus~omers of alarm
monitoring service providers. AICC agrees t~a~ SWBT may
IIprovide sales, installation and :nai:ltenance of alarm
monitoring CPE,lI AlCC Comments, p. ], n. 6. AI:1eritech
acknowledges that SWBT would sell, install and service
CPE, and does not object to it. ~ueritech, p.2.

* Neither the providing of these E&C services nor this CPE
constitutes being engaged in t~e provision of alarm
monitoring services.

B) Acting as a sales agent for one who provides a service does
not mean that the agent is engaged in the provision of the
service.

* CPE Sales Agents: CPE vendors who act as sales agents
within the various BOCs' CPE Sales Agency Plan programs
do no~ engage in the provision of ne~Nork services as a
result. Rather, these agents sell IItelephone company­
provided" intrastate netTN'or:< services. Sales Acencv
Order, 98 FCC 2d 943 (1984), para. 23. AICC's attempt to
distinguish.this Order as authorizing items the BOCs
already had been allowed to pr=vide is unavailing. AICC,
June 20, 1996 ex parte, at p. 7.
* First, AlCC's claim that SWET is a~tempting to do

indirectly what it is prchibited from doing directly
only begs the question of whet~er SWET's Sales Agency
arrangement is tantamoun~ to "provision."

* Second, the Sales Acencv Qrder allcwed BOCs' affiliates
to do what the BOCs could ~ themselves do - market
CPEjenhanced services jointly wi~h network services.
AICC is wrong in claiming that the secs were allowed to
provide both, for unde~ C;m;ute~ i- the accs could not
prcvide CPEjenhanced se~7ices themselves.

Page J
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The Sales aaencv Orde= did not refuse to authorize
commission sales of i~ters~ace services. It authorized
some such sales, and indicaced t~at ~he record before it
was insufficient to allow the Commission to consider the
ramifications of aut~oriz:~g cchers. Sales ~gencv Order,
para. 19; RecQnsider=~iQn Jrge=, FCC 35-532, para. 33.

* Cellular Agents: Cellular carriers r~utinely use
authorized use sales agen~s ~o sell ~heir

telecommunications services. :0 sue:: ins"tances, cour-:.s
regard the cellular carrier, nc~ its authorized agent, as
the "provider" of cel.l.ular ser'/ice. S·.-JBT Comments, p. 9,
0.15.

* Conclusion;
As in the case of C?£ Sales Agency Plan agents and
cellular agents, none of Nhom are engaged in the
provision of telecommunications services, SWBT's role as
a sales agent for an alar~ monitoring service provider
does not constitute i"ts being engaged in the provision of
alar~ monitoring ser·/~ces. SWBT's additional activities
of providing B&C services "to a provider and of providing
CPE to cus~omers, who remain free to choose from a wide
variety of providers, are likewise lawful and do not
implicate Section 275(a) (1).

III. AICC'S CLAIM THAT THE BUREAU MUST DETER~INE WHETHER SwaT'S
ACTIVITIES WQULD yIOLAT' SECTION 275 IS MISPLACED

* SWBT has only asked the Bureau to a;:prove SWBT I s CEl
Plan.

* The Bureau's aooroval of SWBT's CEl Plan would be
consistent with- its action in the Be'l Atlantic CET
Orde=, in which the Commission also rejected a
commentor's·claim that CEl approval would authorize
various violations of the Telecommunications Act. As in
that matter, n[t]his proceeding is limited to deter:nining
whether [the] CEl plan complies with the Commission's
Computer III requirements." Bell ?-.t'antic CET Orde=,
para. 47.

Page 4
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Before the
Federal Communications Commission

Washington, D. C. 20554

In c~e Matter of

IUIROIS BELL 'I'E!..:.;:~ONE c:~.mY

Pet it :'~tl ror Waiver of Se-:::'::n
64.7020: the Cot:lt:l:'Hic::'3 :tules
and Reguutions

OHIO BE!.!. TElEPR.ONE CO}!PA~fY

Petition for Waiver of Se~=ion

64.702 0 f the Commis s ion '5 Rules
and Reg1.1utions

KLF, INCORPORATED

v.

11IDLUIA BELL TELEPEO~E CC~~~

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

ENF File No. 83-19

::1rF File No. 83-35

ENF File Ho. 83-40

1604
~
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~RAND~ QP!~!ON ~QRDER .

A.dopted I::ec>±P.r 28, 1983 ~:_elea'ed-~
By the Cb ief. C01:lmon Carrier Bureau

1. We have for consideration three matters relati::tg Co the
marketing of new customer premises equ~meoc (CPE) and enhanced servicu by
the Be 11 Operat ing Compatlies (aoes) pursuant to the rules and ?olic:ies of
the Second C01l10ute:, Itlc1.1ir·T 1 and prio:' to their divestiture on January 1,
1~84, under the ter~s of t~e Modified F:.nal Judg-::ent (MFJ). Z !he CC':1'Outer
II rules provide that: i.: the American. !elepQone and Teleg't'a-ph CO. CA'!&1') and.
its affiliates choose to :arket new C:~ and enhanced services to end users,
they must do so through a se';l3':'3ce cor"?orate entity.

1 Amendment of Section 64.70: of ehe COl:t:lission's R.ules and ?e~la.t:':ns

(Computer II), ii FCC 2:i 384 (1980), =~-:~nside!'3tion, 84 FCC 2d 50 (1981),
fure~er reconside:'3tion, 88 FC: 2d 5i2 (1981), aff'd sub nom. C~t:l~ute= &
Communications Indust=] Ass '';1 v. FCC, 6g3 -: .ld 198 (DL Cir. 1981),~
denied, 103 S. C=:. 2109 (1983).

2 United States 'I. A::er:'can !elephone & !e1egraoh Co., 552 F. SUOtl. 131
(D.D.C. 1982), 3ff'd su":l~ :!aryla~ci 'I. united States, 103 S. C:". 1240
(1983) .
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2. By a SUp? le::.e=.: f~ed ;u~e 21., 1983, to a petl.twn for ~ai',er

or t:"e Coc'Jute:: E st~".;:::~~.:.l se-;arat:"::n requi:e!l1l!nts, filed ~..arch 15,1983,
Illinois Bell Tele,:Jilone C,'J. seeits pe~:.ssiDn prior to divestiture to respond
to re:;ueHs fo~ quot:lt::'O:lS (RFQs) fo:' ":otal cOtC:unications packages" not
involvi::.g t~e provisio:: of !nca::.ce-i se~'7i::es. Illinois Bell or~:.na!.ly

filed a letter wit:t t:'e Co-o:c:: Ca.::,:-::'!::, Bureau on february 10,1983,
inquiring ',lcet::e::- the C==~~:!r I! ::""J.les ?e~..it:ed the com~any to ?::-ovide
a "t 0 tal :: om:un ie a: io ns ;:a c X. age" in e l:l ci ing CUll tOt:1er premis es e~u~ent and
an environ:::en::a1 cont:'ol s:,ste::. T::e Bu:-eau responded by letta::- dated
F!br~a~7 25. 1983, advisi:g !!.li=ois 3ell :0 file a petition for waive:: if
it ictencied to provic.e !leV C?::. !::e let:e:: aho granted Illi::ois Bell
liJ::.ited te:::?Or3::'Y aut~or::':: to parti::ipate in the bidding process for the
RFQ b question. In t~e Ju:e 24 , 1983 supple!l1ent, Illinois Bell notified
the Bu::-eau that anothe:: ':i.C.c.er had been selected for the contract descri::led
in its ·petition for waive::. Neve::-::teless, Illinois Bell asic.ed for a
clariHc:at ion of the a?p Hea: ilit1 of t:J.e C.:mtluter II rules to the provision
of new cn by tnt! Boes prior to divesdtu:-e. Illinois Bell staced ::J.~t it
would act as a general c:ont=actor on beha 1£ of non-affiliated C?:: lu';)pliars
and on its own behalf as a provider of cot:1munications services. !lli:lois
Bell argues that per:it:ing it to bid during 1983 for projects to be
completed in 1984 would be consistent with t~e provisiDn in the M!'J S::-:lnti:1g
it au thority to reenter C?:: :larkets a:::er divestiture.

. 3. In a petition for reconsideration, filed July' 12, 1983, OhiD
"Bell Ie lephone Co. re~ues:s pe~si.cn to suOm~ responses to UQs pr:iDr to
divestiture, without complying with t:e C01Imuter II rules. Ohic 3ell would
answer irQs for cont:=ac:s l:volving t~e provision of basic cO"lll:ClUn:'::1ticns
services with C?E and enhanced ser'7ices. Ohio Bell's original petiticn.
filed June 16,1983, was dismissed by the Bureau on' June 1S, 1983 for
failure to timely file t1:le petition and for failure to propose adeauate
safeguards in place of t~e Co~tlute::- II structural requi=eme~ts.:3 In
addition to arguing that its original petition vas procedurally sound, the
petition for reconsideration asserts that Comtluter II prohibits only the
"furnishing" of CPE on &'0 unseparated baaia. Thus, Ohio Bell clai:ls,
propo sa ls to fu::-nish C?:: and enhanced serd.ces to customers issu~ 3.!Qs are
not prohibited under t;"e rules. 30th Ohio Bell's peti:io:1 ror

:3 Letter f~om Chie:, C,'J':1t:10n C.1r~ie~ 3u~eau to Cilarles S. Raw1i:1is, Ohio
Bel11'elephone Co. (June 13, 1983).
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reconsidera~ion and Illinois 3ell's request were the subjec:t of public:
co:::ment. 4

4. Fi:::ally, !C..F, I==. ::'leci an i.:lfcr=al complainc on Se?ce:ber
15,1983, allegi.:lg t~at I~diana 3e:'1 7e1ephone Co. submiued bid protlosals
top r ov id e II ew C;::: d:.:ri=:g 1983 =..::: '.,i:;,!..3 c ion of the Comout er II ru l.e s. 5 The
Bureau ser"1ed :::is c:om;::lai.:l: u;::on Indiana Bell, on Se~te:ber 30, 1983
together wi:~ i.:l:o=-:a:io~ re~uescs. !:::diaua Bell responde-i on October 17,
1983. Frot:1 its res?o~ses I it a??e3.:"s that I:::diana Bell suomit:eci ac least
t:J.i=:een bici pr:::posals to sell ::ew C?:: during the period rrot:1 January 1983
to t~e dace its :-esponses were ::'':'eci. IocE.ana Bell has neither sought :lor
been granteci a waiver of che C.:-:::uter II requi.:'e!Ilents. Indiana. Bell does
noc scate whe~her any of il:s ole ;::r:::posals were ac:cepced.

5. Duri.:lg 1983, Illi.=ois Bell, Ohio Bell and I:1diana Bell have
continued to be part of AT&T a~ci as such are subject to the Comoucer II
structural sepa:-ati:;,n conditians. Alt~ough AT&T could have for=.ed setlarate
subsidiaries 'for the provisio:l of CP:: and enhanced services i~ each
operat ing c:::mpany, it chose ins~eaci to incorporate a single subsidiary, AT&T
Infor".:tat ion Sy s::e-:1S Inc., to se=-le the entire nation. To receive a waiver of
Comouter II str".1ctural separat::.cn requi:e!Ilents, the petition must shov with
decailed evidence (a) that s:r".l:::::ral separation would prevent a 5e~1ic:e

from being offe:-ed or would i:tpose unreasonable costs upon consumers, and

4 Commenting parties included Bell Atlantic, Computer & Comcunic:aticns
Industry Association (CCIA), General Services Administration (GSA),
Independent Data Communica t ions Manufacturers As sociat ion, lac. (IDOlA),
North American Telephone Assoc~tion (~rATA), and RoIm Corp. (ItoIm). Re?lies
were filed by Bell Atlantic, CC:A, UATA, U.S. Department of Justic:e (DOJ),
Ohio Bell and I11i:::ois Bell Telephone Companies, IDC~, and Rolm. All
motions for accepcance of late-filed pleadings are hereby gran~ed. In ~hc:

of the disposition herein, we fi.:l.~ :"..: unnecessary to specifically address
the contentions of the commenters. Further-:1ore, most of these comments
related to the' propriety of applying the Computer II structural separation
conditions to t~e accs post-divestiture. Comments similar to t:tose tendered
in this matte:- were considered i..'1 CC Docket 83-115. See Policy and Rules
Concerning the Fur~ishing of CustO':ler P:'emises Equi;nnent, E:::hanced Ser"lic:es
and Cellular COm::1u:1ications Ser7i.::es by t~e Bell Operati::.g Companies, CC
Docket 33-115, FCC 83-552 (acio?ci!d ~love:ber 23, 1983) OOC Se?ara:ion
Orded.

5 KLF also Eled a supple:en:. t:: i:'5 infor".:tal complaint on Sepce-:1oer 19,
1933, a peticion for expedited relief and order to show cause on September
22,1983, anci an errata to that: ?ec:t:...on on October 14,1983.
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(b) thaL these concerns out',ie~~ any conce~:1S about cross-subsicii:::1ticn and
other anticompetitive eftec:s. -6 Neitl:er Illinois Bell nor Ohio Bell has
supplied the detailed evicie!1ce requi=ed to support thei= dab that the
Comnuter II st::,uctural separation condi:icns should not be applied to t~e:

prior to divestiture.

6. Illinois Bell and Ohio Bell a:'6ue that t~e possibility of
cross-subsidi:ation be:-,ieen =egulated and unreg11!.ated activities ~

submitting bids does not a:,i~e if adequate accounting procedu:,es a:'e
present. Since neithe:, Ohio 3ell ::or Ill:i::ois Bell has desc='ibed ac::::u:::.i::g
procedures that would separate t::e costs associated with pre?ari::g and
sublllit: ing the CP:: and e!1hance~ se=--l~es portions of c:tei: bids, ve have no
assurance that accounti."':; coulc. se=--le even i!1 these li::ited circ::::stances as
a substitute for structu=al sepa:-ation. Furt~er, neither Chio Bell nor
Illinois Rell demonstrates how the potential for antico:petitive conduct
result ing from jo int mariteting activities can be assuaged vithout structural
separat ion. ~

7. We also reject t:e contention of Ohio Bell and Indana Bell !

tllat the Comnuter II rules do not a?ply to the preparation and suolllission
of proposals for tile provisicu at C?:: aud enhanced services by an A'!&!
affiliate. The ter-::l "fu:,uisll li includes the !:anv and various activities
involved in 'the sale and nrov:.sion or C?:: and enh~nced ser-rit;.:s. All ste1JS
preceding the physicaT';l.acl!!:e:t of CPE v ltb. a customer l:tust be inc!ud~d
within the term "furuish," es?ecially where, as in the preparation and t

submission of bids, an activit1 integral to the marketing of \
teleco:munications products or services is involved. --.-J

_____ 8. We are dis:lis s i::g as moo C the ILF complaint and pet:.tl.On for
expedited relief and order to show cause. The Commission has recently
deter':llined that the soon-co-oe-divested BOes may provide regulated and
unregulated act ivit ies subject :0 aceount~g separation until June 30, 1984,
when structural separation must be fully i::1ple::tented. Until June 30, 1984,
the regional opera:.ing com;a:1ies will be allowad to market integrated
offerings of basic ser"/iees, enhanced ser"liees and customer pre::tises
equij'm.ent without comp ly i=.g v i.:b. the CO:-:lut er II separation requi=e!:ents.
Since release of the BOC Se~ar1:ion Order is anticipated soon, no pur?ose
would be served by i:1itiati::g a :0:'::::1301 bquU:1 inco Indiana Rell's C:::
l:1arkec:ing practices at this t:e.

6 Reconsideration, SU-:lra, 84 FCC 2d at 58. See also Custom. Calling
Services II, 88 FCC 2d 1,6 (981); Clarification of Computer·!!
Requirements Concerning Ear:h Stac:ions, FCC 83-603 (adopted Dece:ber 11,
1983) •
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9. Accordingly I I'I IS ORDERED r:hat the petition for va.i"1er e..led
by Illinois Bell Telephone Co. IS DENI~"

10. IT IS FURTHER OR.DERED t~at t:"e pet it ion fer :-!!c=tlsi:ie:"at~n

filed by Ohio Bell Telephone Co. IS DE~I:W.

11. II IS FURTHER OR.DE:i:~ t~ar: t~e KLr inior::al CQ=~ la.i:l.l: and
pet it ion for expedited relief and orde= to show cause llE. DISMISS::; as ::oot.

FEJERAL COMMUNICATIONS COMH!SSION

Coir::ier But'eau
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I, Barbara J. Reaves, hereby certify that the foregoing letter from

Stephen S. Melnikoff, Vice President-Federal Regulatory, SBC Communications

Inc. to William F. Caton, Acting Secretary, Federal Communications Commission

in CC Docket Nos. 85-229, 90-623, and 95-20, has been served this 3rd day of

April, 1997 to the Parties ofRecord (attached).

----,
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Barbara J. Reaves

April 3, 1997
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