Stephen S. Meinikoff SBC Communications Inc.
Vice President - 1401 I Street, N.W.
Federal Regulatory Suite 1100

Washington, D.C. 20005
Phone 202 326-8885
Fax 202 408-4806

April 3, 1997

RTE OR LATE FILED RErg
EX PARTE EXPARI =IVED
AP
Mr. William F. Caton I3 R J ’997
Acting Secretary “lera) Come Mgy
Federal Communications Commission Office ofs C"mimss,o”

1919 M Street, N'W.
Washington, D.C. 20554

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

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.'

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

' In the Matter of Implementation 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™).

> SWHBT 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 CEI 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.’
SWBT will have no “financial stake in the commercial success” of any alarm
monitoring provider.*

(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.’

* While the exact compensation terms will be the subject of commercial negotiations between
SWBT and an alarm monitoring service 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.

* Second Report and Order at para. 39.

’ Seeid. 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 CEI 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,

Attachments

cc: Mr. Welch
Ms. Mattey
Ms. Pabo
Mr. Teplitz
All Parties of Record (Attachment B)




ATTACHMENT A

RECEYg)

Robert J. Gryzmala
Attorney

One Bell Center
Room 3532
St. Louis, Missoun 63101

Phone 314 235-2515

Ven
February 14, 1997 FEB 4 0
R fod 1997

Wco”,m‘m

EX PARTE Ktiony
%w%g?mm“b"
The Honorable Reed E. Hundt

Chairman

Federal Communications Commission

1919 M Street, N'W .,

Washington, D.C. 20554

Re:  Alarm Monitoring Services — Southwestern Bell 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 Monitoring Services (CC Docket No. 96-152)

Dear Chairman 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 Alarm
Industry Communications Committee’s (“AICC’s”) January 31, 1997, letter to you
regarding Southwestern Bell Telephone Company’s (“SWBT’s”) Security Service
Comparably Efficient Interconnection (“CEI”) Plan merely “pounds the table.”

Although AICC 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 AICC submitted its
letter to you, January 31, SWBT repeated these same long established facts to
Commissioner Ness and Jim Casserly in the presence of AICC’s legal counsel. AICC
still has the facts wrong.

AICC 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, monthly
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 ot'a
recurring, monthly commission to an agent. Moreover, SWBT noted then that such
recurring compensation is customary in the telecommunications industry (e.g.,
telephone company and cellular sales agents) and eisewhere (e.g., the insurance
industry).
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Even if, as AICC claims in its letter (without record basis), SWBT were to receive a
percentage of the unaffiliated alarm monitoring provider’s revenues, it would have no
legal significance. Our Januarv 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.

AICC’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. AICC has not challenged any of these
commitments.

Finally, AICC 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 AICC
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 of CPNI; Use of Data Regarding Alarm
Monitoring Services Providers, CC Docket No. 96-115, Report and Order, released
August 7, 1996, at para. 11 (emphasis added). AICC’s proposal here would even
more egregiously extend beyond the words of Section 275(a)(1). The Commission
should again strongly reject AICC’s attempts to re-write the 1996 Act and quickly
approve SWBT’s CEI Plan for Security Service.

Sincerely,

i gt

Robert J. Gryzmala

Attorney

Attachment

cc:  Mr. William F. Caton Mr. Thomas Boasberg
Commissioner James H. Quello Mr. James Coltharp
Commissioner Susan Ness Mr. James Casserly
Commissioner Rachelle B. Chong Mr. Dan Gonzalez

Ms. Regina M. Keeney Mr. A. Richard Metzger, Jr.




Todd F. Silbergeld SBC Communcations [nc.
Director- 1401 I Street, N.WV.
Federal Regulatory Suite 1100

Washington, D.C. 20003

Phone 202 326-3888

Fax 202 408-4806

July 18, 1996

Ex Parte

Mr William F. Caton

Acting Secretary

Federal Communications Commission
1919 M Street, N'W., Room 222
Washington, D.C. 20554

Re: Southwestern Bell Telenhone Comopanv's CEI Plan for Secuntv Service
CC Docket Nos. 85-229. 90-623, 95-20

Dear Mr. Caton:

In accordance with the Commission’s rules regarding ex parte presentations,
please be advised that today, Steven Dimmitt, Michael Zpevak, Anthony Conroy,
Kevin Haberberger and I representing Scuthwestern Bell Telephone Company
(SWBT) met with Carol Mattey, Deputy Chief and Claudia Pabo, Legal Assistant
to the Chief, Policy and Program Policy Divisicn, 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,

Tt L

Attachments

ce: Ms. Carol Mattey
Ms. Claudia Pabo
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SWBT's proposal contemplates the Iollowing:

A) SWBT would undertake three distizct activities.
* Provide, install and maintain Customer Premises Equipment
(CPE) purchased by the customer.
* Provide billing and collscticns (B&C) services to the
alarm monitoring servics prcvider.
* Act as a sales agent for the a2larm monitoring service
provider.

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

* CDw v 5 ritoring - SWBT's proposal would
allow customers to gurchase alarm monitering equipment
from SWBT. Customers remain free, however, to purchase
the equipment elsewhere. Customers who choose to
purchase eguipment offersd by SWBT may, but need not,
subscribe to the alarm =mcnitcring service which SWBT
weculd offer as a sales agent. They remain free to
subscribe to any other alarm mnonitoring service, or to
noct subscribe to anv menitoring 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 monitoring service provider,
detailing the obligations and liabilities of each party.
The contract alone controls the terms, conditions and
price of the alarm monitoring service rendered.

* Billing - Two separate and distinct charges will be
prominently displayed on SWBT's bill:

- The alarm monitoring service provider's service name
will be dlearly 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 fcor the monitoring service
and/or CPE charges.

* Charges - The contract zetween the customer and the
provider of alarm monitzring services will control/set
the charges the customer agrsss to pay for these
services.

e}
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D)

E)

F)

G)

H)

* Customer Collateral - All sales and other contacts with

customers will identify the alarm monitoring service

provider. All promcticnal and other informational
material (e.g., sales brcchures), yard signs, window
stickers and the like will identify the alarm monitoring

service provider.

* t T iries - Inguiries about the alarm monitoring
service (as opposad o ecuipment or billing inquiries)
will ke referred to the unarzfiliated alarm monitoring
service provider.

SWBT will not share in the revenues earned by the alaram
monitoring service provider.
* SWBT will collect customer payvments, and will deducs
(1) biiling and collecticns charges payable by the
prcvider, and ’
(2) sales commissicns pavable by the provider. SWBT will
remit the net balance to the provider.

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
customer's contract with the monitoring entity or the
relationship between the two.

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

SWBT will continue to comply with any/all requirements or
regqulations designed to ensure a level playing field for all,
including; .

* Comparably Efficient Interconnection (CEI) requirements

* Open Network Architscturs (ONA) Plan requirements

* Cost Allocation Manual (CAM) guidelines

* Customer Proprietarv NetworkX Information (CPNI)

restrictions
* Billing/Collections Generic Contract provisions

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

If CBEI Plan is not required for sales agency reslationships
associated with enhanced services, SWBT will withdraw
Security System CEI Plan £filing.




II.
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B)
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There is no substantial dispute that SWET may perform non-
sales agency related activities in suppcrt of alara
monitoring services.

*

SWBT may lawfully prov*de Rilling and czllection (B&C)

services to alarm moniteoring service providers. The Alarm

Industry Communications Ccommiztze (A‘””) has no objecticn

to SWBT being compensated Icr 1ts billing and collecticn
I, n. 17

services. AICC Comments, D. , 17, SWBT currently
a ts alarm monitoring service
providers' charges. :

SWBT may lawfully provide C2E to customers of alarm
monitoring service providers. AICC agrees that SWBT may
"provide sales, installaticn and maintenance of alarm
monitoring CPE." AICC Ccmments, p. 3, n. 6. Ameritech
acknowledges that SWBT would sell, lnstall and service
CPE, and does not object to it. Ameritech, p.2.

Neither the providing of these B&C services nor this CPE
constitutes being engaged in the prcvision of alarm
monitoring services.

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 vendcrs who act as sales agents

within the various BOCs' CPE Sales Agency Plan programs

do nct engage in the provision of network services as a

result. Rather, these agents sell "talephone ccmpany-

provided" intrastate networkX services. Sales Acencv

Order, 98 FCC 2d 943 (1984), para. 23. AICC's attempt to

distinguish .this Order as authcrizing items the BOCs

already had been allowed to provide is unavailing. AICC,

June 20, 1996 ex parkte, at p. 7.

* First, AICC's claim that SWBT is attempting to do
indirectly what it is prcnibitsd from doing dirsctly
only begs the question ¢f whether SWBT's Sales Agency
arrangement is tantamount to "provision."

* Second, the Sales Acepncv Qrder allcwed 30Cs' affiliates
to do what the BOCs could nct buense1ves do - market
CDV/enhanced services joint1v With network services.
AICC is wrong in claiming that the 3CCs wers allecwed to
provide both, for under Czmgutar IZ7 the BCCs could not
prcvide CPE/enhanced serwvicss themsslves.

Page 3




The Sales Agencyv Order dic not refuse to authorize
commission sales of interstatza services. It authorized
some such sales, and indicatad that <he record before it
was insufficient to allow %the Commissicon to consider the
ramifications of authorizing cthers. 1 Y V4 r,
para. 19; < iderat] Order, FCC 35-332, para. 33.

=~ Cellular Agents: Cellular carriers rcutinely use

authorized use sales agents t¢ sell their

telecommunications sarvices. In such instances, cour<ts
regard the csllular carrier, nct its authorized agent, as
the "provider" of cellular service. SWBT Comments, p.9,

n.ls.

* Conclusion:
As in the case of CPE Sales Agency Plan agents and
cellular agents, none of whcm are encaged in the
provision of telecommunicaticns services, SWBT's role as
a sales agent for an alaram monitcring service provider
does not constitute its being ,ncaqeﬂ in the provision of
alarm monitoring services. SWBT's additional activities
of providing B&C services to a provider and of providing
CPE to custcomers, who remain free to choose from a wide
variety of providers, are likewise lawful and do not
implicate Section 273(a) ().

III. AICC'S CLAIM THAT THE BUREAU MUST DETERMINE WHETHER SWRT'S

TV ] TI

* SWBT has only asked the Buresau to arprove SWBT's CEI
Plan.

* The Bureau's approval of SWBT's CEI Plan would be
consistent with its action in the Bell Aflantic CRT
Order, in which the Commission alsc rejected a
commentor's’ claim that CEI approval would authorize
various violations of the Telecommunications Act. As in
that matter, "[t]lhis proceeding is limited to determining
whether [the] CEI plan complies with the Commission's
Computer IIT requirements." 3ell Atlantic CEI Order,

para. 47.

Page 4
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SWBT Security System Sales Agency Overview
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SWBT Security System Installation/Maintenance Overview
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SWBT Security System Billing/Collections Overview
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SWBT Security System Overview
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Before the

Federal Communications Commission
Washingten, D. C. 20824

In the Mattar of
ILLINQIS BELL TELZITEONE CIMPANY
Petition for Waiver of Seczicn

64,702 of the Commissicz's Rules

INF File No. 33-19
and Regulacions

QHIO B3ELL TEILIPUONE COMPAMY
Petition for Waiver of Sesczicm

£4.702 of the Commissionn's Rules

ENF TFile No. 83-35
and Regulations

KLF, INCORPORATED

V.

(4]

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
) NF File No. 83-40
)

)

INDIANA BELL TELZPHONE COMPANY

PePgped

YORANDOYM OPINION AND OBDMER

Adopted Decemrer 28, 1983 < Released \J\

sweary b, 1980

By the Chief, Common Carcisr 3ureau T

1. We have for considerazion three matters relating to the
marketing of new customer premises equipment (CPE) and enhanced servicss by
the Bell Operating Compaaies (30Cs) pursuaat to the rules and policies of
the Second Computer Iaguizv * and prior to their divesciture om Jamuary 1,
1984, under the terms of the Mcodified Fimal Judgment (MFJ). 2 The Ccmputer
II rules provide that if the American Telspnome and Telegraph Co. (ATET) and
its affiliates choose to market new CFE and enhanced services to end users,
they must do so through a separats corsorates eatiry.

1 Aneundment of Secticn £4.702Z of tihe Commission's Rules and Pegulacizns
(Computer II), 77 FCC 24 384 (1980), zeconsideration, 84 FCC 24 50 (1981),
further reconsideration, 88 FCZ 2d 512 (1981), aff'd sub nom. Computer &
Communications Industry Ass'z v. FCC, 693 F.2d 198 (D.C. Cir. 1982), cers.
denied, 103 S. Cr. 2109 (1%83).

2 United States v. Azerican Telepnone & Telegraph Co., 552 F. Supp. 121

(D.D.C. 1982), aff'd sub nom. Marylazd v. Uunited States, 102 S, C:z. 1240
(1983).
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2. By a supplesz=e iled Juze 24, 1983, to a petition for waiver

&

-
of the Compucer IT strusztuzzal seraraticza ’ecui.emen:s, filed March 135, 1983,
Illizcois 3ell Telepaorme Co. seeks per=issictc prior to divestiture %2 respcnd
to reguests for quecatisas (XFQs) fecr "tcotal communications packages” aot
involving the provisioz cf entance< services. 1Illinois Bell originally
£iled a lerter with t3e Coumecz CarcTier 3ureazu on February 10, 1983,

-

T I1 =ules permirted the company %3 provide
sackxage'" izmelnding customer premises equistmeant and
'. svste=. TxZe BuTeau responded by letzar daced

a "tstal communication
an envirgonoental cont ,
Februzry 25, 1983, advising Illizmois 3ell t3 file a petition for vaiver if
it iztended C2 prcv‘d 2ew C2T, T:he letzer also granted Illizois 3ell
lizized tempaorasy authorizy to partizipate in the bidding procass Zsr the

24, 1983 sugplement, Illincis Bell zmotiiiad

inquiring whether the Coz=szte
s

RFQ iz questcion. In the Ju=z
the Sureau that another hidder had bes2n selected for the contract descrided
in its petition for waiver, WNevercheless, Illinois Bell askxed for a
clari:‘ica:ion of the applicability of .he Ccmputer 77 rules to the pt:sv:.smn
of new C?E by the BOCs priosr to divesciture. Illinois Bell staced =2zt it
would acz as a general contractor onr behalf of nom—affiliated CPT suppliers
and on its own behalf as a provider of communications services. TIilinois
Bell argues that permizzing it to bid during 1983 for projects to be
completed in 1984 would be ccnsistent with the provision in the MFJ granting
it authority to resatsr CP?T xarkets after divestirure,

3. 1In 2 petition for reconsxde*atmn f:.led July 22, 1983, Ohio
Bell Telephone Co. requests per:.ussmn to submit responses to RFQ: prinr to
divestiture, without complying vith the Computer IT rules. Ohio Be"' vould
ansver RFQs for contraczs izmvolving the provision of basic communizatisus
services with CPE and ennancsd services. Ohio Bell's original pecizinm,
filed June 16, 1983, was dismissed by the Bureau on June 23, 1983 for
failure to timely file the petition and for failure to propose adequate
safeguards in place of the Computer IT structural requirsments. In
addition to arguing that ics original petition was procadurally soyad, the
petition for reconsideracion asserts that Computer II prohibits only the
"furanishing" of CPE ¢n a2 unseparazed basis. Thus, Ohioc Bell claims,
proposals to furnisn CPE and enhanced services to customers issuizg 3FQs are
not prohibited under the rules., Both Ohio Bell's petizisa for

3 Letter f£rom ChieZ, Common Carrier Bureau to Charles S. Rawiings, Ohio
Bell Telephone Co. (June 23, 1983).
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reconsideracion and Illinois 3eil's request were the subject of public
comment.

4, Ti

15, 1983, allagin
ta provide zew C

d an informal complaint on Septemder
Telepnone Co. submicted bid provesals
iz vislacion of the Computer IT rules. The
Burezu served slaiazz uroc Iadiana Bell, on Septe=mber 30, 1983
together wich iznformacti reguests. Iadiana Bell responded on Oczober 17,
1982, From its responses, if asp

(o]
IS

ears that Iadiana Bell submircad 3t leasc
thirzeen bid przpcsals to sell zew C?Z during the period from Jacuary 1983
to the dacas izs r2sponses ve file<. Indiana Bell has neither sought acr
been granted a walver of the Cozsutar 1T requirements., Indisra Bell does
get scate whether agy of its B

-

Bid prsoposals were accepted.

5. During 1983, Illizais Bell, Ohio Bell and Iandiama 3ell have
continued to be part of AT&T a=d as sucl are subjec:t to the Computer II
structural separation conditioms. Although AT&T could have formed separate
subsidiaries for the provisicn of C?E and enhanced services in each
operating ccmpany, it chose inst2ad to incorpeorate a single subsidiary, ATSET
Information Syscems Inc., to serve the entire nation. To recesive a waiver of

Computer II structural separatica Tequirements, the petition must show with

detailed evidence (a) that struc:iural separation would prevent a service
Tom being oifered or would Impose uareasonable costs upon consumers, and

4 Commenting parties included Bell Atlantic, Computer & Communicatioas
Industry Association (CCIA), General Services Administration (GSA),
Independent Data Communications Manufacturers Association, Iac. (IDCMA),
North American Telephone Associztion (NATA), and Rolm Corp. (Rolm). Replies
were filed bv Bell Atlamtic, CCIA, NATA, U.S. Department of Justice (DOJ),
Ohio Bell and Illinois Bell Telephone Companies, IDCMA, and Rolm. All
motions for acceptance of late—Ziled pleadings are hereby granted. Im lighc
of the disposition herein, we f£iIal it unnecessary to specifically address
the contentions of the commentarcs. Furthermore, most of these csmments
related to the propriety of applying the Computer II structural separation
conditions to tke 20Cs post-divestizure. Comments similar to those tendered
iz this matter were considered in CC Dockat 83-113, See Policy and Rules
Conceraing the Furzishing of Custcmer Premises Equipment, Eahanced Servicas
and Cellular Communications Servicas by the Bell Operating Companies, CC
Dockat 83-115, 7CC 83-552 (adoztad ovember 23, 1983) (30C Separation
Order).

5 YLF alsc filed a supplemenz 3 it
1983, a petition for expedited r2llef
22, 1983, and an erTaca to that zet

s inforzmal complaint on September 19,
and order to show cause on feptembder
cn on October 14, 1983,




(b) that these comceras outweigl any COonceras about cross-subsidization and
other anticompetitive eflscts. Neither Illinois Bell mor Ohio Bell has
supplied the detailed evidence reguized to supporz their claiz that the
Computer II structural separazion coandizions should not be applisd to them
prior to divestiture.

u\

6., Illinois Ball azd Ohic Bell arzue that the possm 1
¢cross-subsidization between regulates aand unregulaced acs:
submicting bids does no: arise if adeguate accounting proc du

[ '4
o
w4
[e]
(2]

iy

'1

w o

ures are
present. Since neither Ohio 2ell zer Illizois 3ell has descsibed acssuzting
procedures that would separate the ¢9s8ts associated with preparcizgz aad
submircing the CPT and enhanced servizes poriions of their bids, we have no

assurance that accounting coul: serve evez in these limitesd circumstances as
a substitute for struczural separation. Further, neither Chio 3ell nor
Illinois Bell demonstrates how the potential for anticompetitive conducs
resulting from joint marketing activicies can be assuaged without strucsural
separation.

7. We alsc reject t2e contention of Qhio Bell and Indiana Zell !
that the Computer II rules do not apply to the preparation and submission
of proposals for the provisica of CPT and enhanced servicas by an ATSET

affiliate. The term "furaish™ includes the =any and various activities X
involved in the sale and provision of TSt and echanced servigssa. All steps

preceding the physical placeme=t of CPE vz?h a3 customer must be included
within the term "furnish," especially wvhere, as in the preparaticn and
submission of bids, aa aczivicy iategral to the marketing of
telecommunications producss or services is involved. )

8. We are dismissizg as mcoot the XLF complaint and petiticn for
expedited relief and order to show cause. The Commission has recently
determined that the scon-to-be-divested 30Cs may providas regulatad and
unregulated activities subjecz o accounting separation uncil Jume 30, 1984,
vhen structural separation mus:z be Zully implemented. Uzzil June 30, 1984,
the regional operating compazies will be allowad to market integraced
offerings of basic services, enhanced services and customer pren;ses
equipment without complying wizh the Comouter IT separatiom raquizsmants.
Since release of the BOC Seaa-a:*.cn Order is an:zc‘nateu soon, no pursose
vould be served by initiazizg a forzal inguiry ints Izdiama Bell's C3E
markecing practices at this tize.

6 Reconsideration, supra, 84 FCC 2d at 58. See also Custom Calling
Services II, 88 FCC 24 1, 6 (198l); Clarification of Compuzer II
Requirements Conceraing Tarch Stacions, FCC 83-503 (adopted Decamber 22,
1983),
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9, Accordingly, IT IS ORDEREID that the petirion for waiver filed
by Illinois Bell Telephome Co. IS DENIZD.

10, IT IS FTURTHER ORDERED that the petition for reccmnsideratisn
filed by Ohic Bell Telephone Co. IS DENIED, :

11. IT IS PURTEER ORDEQIC that tie KLY informal complaizng and
petition for expeditad relief and order to shov cause ARE DISMISSED as =oot.

FEDERAL COMMUNICATIONS COMMISSICN

Jack D. Smith
Ctief, Common CarTiar Bureau
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