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SBC’S SUCCESS IN OPENING ITS LOCAL MARKETS AND
COMPLYING WITH THE 1996 TELECOMMUNICATIONS ACT

October 1998 Report -- Overview

SBC's local exchange companies (Southwestern Bell Telephone, Pacific Bell and Nevada Bell)
(referred to collectively here as SBC) have dedicated significant resources and investment to
open their markets to local competition and to comply with all requirements contained in the
1996 Telecommunications Act.  SBC is committed from the highest levels of the companies to
open their local networks to enable others to enter the local exchange telecommunications
markets in which SBC operates.  As described in detail below, SBC has made available products,
services and systems required by Section 251 and the competitive checklist of the 1996 Act, and
competitive local exchange carriers (“CLECs”) or local wholesale customers have ordered and
are actually using each of the 14 competitive checklist services and products to provide local
service in all seven SBC states.

There is irrefutable evidence that new entrants are obtaining the network elements that they need
from SBC to provide local service, that they are providing such exchange services to end users
and that their ability to enter the market is unambiguous.  SBC has lost more access lines to its
local wholesale customers than any other LEC in the country and in May, 1998 became the first
RBOC to lose more than one million lines to CLECs.  Taken together, these data demonstrate
that barriers to entry into the local market in SBC's states have been eliminated, that competitive
entry is occurring and that all 14 checklist items are legally and practically available to CLECs
that want them.  CLECs have obtained a minimum of 1.2 million to 1.86 million resold and
facilities-based lines in SBC's states.  As described below, the 1.2 million lost lines figure is a
minimum and clearly understated number and the 1.86 million figure is a realistic estimate based
on very conservative assumptions.  Of the approximately 1.86 million lines obtained by CLECs,
approximately 686,000 were resale lines and an estimated 1.2 million lines were captured by
facilities-based carriers.  These lost lines, moreover, represent a disproportionate revenue loss
since the major long distance carriers and CLECs have publicly acknowledged that they have
targeted the more profitable "high value" heavy users.  As a result of SBC’s compliance efforts,
CLECs now can use resale, interconnection or unbundled network elements to compete for and
take SBC customers.

In the face of undeniable market facts, it is clear that SBC has opened its markets to local
competition and made available the statutorily required 14 point checklist items.   The numbers
are clear and irrefutable.  For example in the past 2½ years, not only has SBC lost almost two
million lines to CLECs, but through the end of September, 1998:
• SBC has also signed 390 interconnection agreements with local wholesale customers and 286

of these agreements have been approved by state PUCs
• 264 CLECs are operational and have passed local orders to SBC
• More than 124 CLECs are using SBC’s Directory Assistance and Call Completion Services
• More than 3.1 million CLEC service orders have been processed without a backlog
• 557,400 CLEC customers are listed in SBC’s White Pages
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• More than 438,400 trunks have been provisioned to CLECs (with a call carrying capacity of
      4.3 million lines and it is estimated that each of these trunks supports at least 2.75 CLEC
lines)
• 124,000 lines have been converted to CLECs via interim number portability and LNP
• 59,600 unbundled loops have been provisioned
• 846 operational physical collocation cages have been provided to CLECs
• 26.6 million telephone numbers have been provided to CLECs for facilities-based use
• More than 17.2 billion minutes of local and Internet traffic have been exchanged between

SBC and CLEC networks

Moreover, SBC has developed and implemented more than 65 performance measurements in
each of its seven states covering all aspects of its relationships with CLECs.  These
measurements mirror precisely the model performance measurements advocated by the U.S.
Department of Justice.  The results generated from these measurements demonstrate that SBC is
providing CLECs with checklist items in substantially the same time and manner that it
providing such services to itself.  Thus, the IXCs’ and CLECs’ argument that SBC has not lost
the required number of local customers is an intentional mischaracterization of the Act, as
conceded by the DOJ and the FCC.  Both of these agencies acknowledge that there is no market
share loss or metric test required by the Act.  The only statutorily required test is embodied in the
competitive checklist and irrefutable market facts confirm that SBC has made available the
checklist items.

The fact that CLECs have obtained almost two million lines from SBC is compelling evidence
that SBC has opened its markets to competition.  In light of the market facts, listed above, it is
clear that many of the isolated, anecdotal, outdated and unrepresentative complaints raised by the
major long distance carriers are self-serving and have less to do with whether SBC has actually
made available specific checklist items in an appropriate manner and more to do with protecting
their long distance market shares and profits from the increased competition that would result
from SBC entering that market.  Moreover, isolated and anecdotal complaints raised by other
CLECs must also be put in context since it is in their self-interest to delay SBC’s entry into the
long distance market for as long as possible so that they can continue to use the 271 process as
leverage to obtain additional advantages from regulators and to target and offer one-stop
shopping to high profit business customers while SBC is denied the ability to offer comparable
full-service bundles of services to business and residential customers.  Notwithstanding the
extraordinary efforts it has made to date to open its markets, SBC is continuing to make
improvements in its procedures and systems, it is actively participating in collaborative processes
in Texas and California, and it is working with regulators and wholesale customers to resolve
identified issues.

SBC’s Capital and Expense Investments To Open Its Markets
• Since the passage of the 1996 Act on February 6, 1996, SBC has devoted significant

financial, technical and personnel resources to implement the market- and network-opening
requirements of Sections 251 and 252 of the Act.  SBC management and employees have
made extraordinary efforts to open SBC's networks to competitors.  SBC has incurred more
than $1.2 billion in expense and capital expenditures and devoted more than 3,300 employees
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to implement the Act and open its local markets to competition – including but not limited to
operational support systems, number portability, trunking, local service centers, equipment,
computer hardware, software and manpower.  Of these expenditures, Pacific Bell and
Nevada Bell have spent more than $702 million and SWBT has expended more than $493
million.  By the end of 1998, SBC estimates that it will have spent a total of $1.3 billion
making certain it meets the requirements of the Act.

 
Interconnection Agreements

• Signed Agreements:
SBC and CLECs have signed 390 interconnection and resale agreements within SBC’s
seven-state service area.   In addition, 535 CLECs have received PUC approved certificates
to provide local service in SBC states.  The good faith associated with SBC's negotiation of
interconnection agreements with CLECs is illustrated by the fact that the parties voluntarily
consummated 390 agreements and only 26 arbitrations were required.  In excess of 90
percent of the agreements approved by PUCs have never been appealed, they are in force,
and CLECs have access to all of their terms and conditions.

• PUC Approved Agreements:
The various state commissions have approved 286 SBC-CLEC interconnection and resale
agreements.  These approved agreements give the CLECs everything they say they need to
provide local services and compete against SBC.  There are a large number of PUC approved
agreements in each of SBC’s states: Texas:  126; California:  31; Kansas:  35; Arkansas:  29;
Oklahoma:  22; Missouri:  30  and Nevada:  13 approved agreements.

• Current Negotiations:
SBC currently is in the process of negotiating more than 537 additional interconnection,
resale and combination interconnection agreements.

 
CLECs Competing Against SBC
• As of the end of September 1998, 264 CLECs were operational in SBC’s territory and

passing resale, interconnection or UNE orders to SBC.  122 CLECs were passing orders in
Texas alone.

 
SBC Access Lines Lost to CLECs Based on E-911 Listings and Resale
• Through the end of September 1998, 1.2 million access lines have been captured by CLECs

through resale or through the establishment of new facilities-based service (based on
E-911by CLECs in SBC’s seven-state service area).  Approximately 714,000 SBC lines have
been resold by CLECs and approximately 480,500 additional customers are being served on
a facilities-basis (as  indicated by CLEC E-911 listings) by CLECs in SBC’s territory.  As
described below this is a conservative and minimum number of lines served by CLECs.

SUMMARY TABLE OF LINES LOST—CONSERVATIVE ESTIMATE
A conservative and understated estimate of the approximate number of lines lost to CLECs in
SBC's 7 states on a resale and facilities-basis (using E-911 listings as the indicator) is:
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Resale
Total

Resale
Residential

Resale
Business

Resale
Priv. Coin

Facilities
Based Lines

Total
Lines Lost

a) California: 251,600 121,900 120,230 9,470 345,070 596,670

b) Texas: 317,128 197,066 106,114 13,948 80,173 397,301

c) Kansas: 61,847 26,736 35,101 10 2,416 64,263

d) Oklahoma: 34,555 25,322 8,341 792 20,038 54,593

e) Missouri: 29,741 16,027 13,663 51 5,633 35,374

f) Arkansas 16,892 14,464 2,418 10 12,422 29,314

g) Nevada: 2,115 327 1,788 0 14,792 16,907

RESOLD LINES : 713,778 401,842 287,655 24,281

FACIL.-BASED
LINES LOST:

480,544

SBC TOTAL
LINES LOST:

1,194,322

REALISTIC ESTIMATE OF TOTAL COMPETITIVE LINES SERVED BY CLECS
It is also possible to estimate how many lines are being served by facilities-based carriers by
calculating the "estimated bypass" associated with the interconnection trunks that have been
provided to CLECs.  Facilities-based CLECs do not order trunks unless they have local lines and
traffic to support and utilize such trunks.  Based on past engineering experience, most LECs
would estimate that every trunk could support approximately ten facilities-based lines.  Since
CLEC networks may not be engineered for maximum efficiency and since CLECs are
disproportionately serving heavy use Internet lines, we have made the very conservative
assumption that CLEC trunks are serving only 2.75 facilities-based lines per end-office
interconnection trunk.  Using, this conservative methodology demonstrates that CLECs are
serving approximately 1.86 million lines in SBC's states (i.e., 713,778 resold lines and an
estimated 1,146,099 facilities-based lines).  The following chart illustrates the number of resold
and bypass facilities-based lines that are being served by CLECs in SBC's seven states:
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Total
   Competitive

Total  Lines
Lines Estimated served

Resold Unbundled Provided   Interconnection Bypass by
Lines Loops By SBC  Trunks Lines1 CLECs

California 251,600  47,275 298,875 273,813 705,710 957,310

Texas 317,128        2,651 319,779 121,691 331,999 649,127

Missouri   29,741    1,770   31,511   17,918   47,504   77,245

Kansas   61,847       402   62,249     4,153   11,018   72,865

Oklahoma   34,555    1,701   36,256    11,514   29,962   64,517

Arkansas   16,892    1,853   18,745     6,434   15,840   32,732

Nevada    2,115    3,986    6,101     2,928    4,066     6,181

TOTAL 713,778  59,638 773,416 438,451 1,146,099       1,859,877

SBC has made Resale available
• Given that CLECs now resell more than 713,700 lines in SBC's territory, there can be no

dispute that resale of local service is available and significant in SBC's territory.   SBC has
demonstrated that it has made resale available and that its OSS can process CLEC resale
orders in an accurate and timely manner without any backlogs.   For example, in the last four
months of 1997 (before AT&T and MCI unilaterally decided to abandon residential resale
competition), SBC processed an average of 60,000 resale orders in each of these four months
without a backlog.  These numbers confirm that SBC has developed state-of-the art
operational OSS that can handle large volumes of CLEC resale orders in an accurate, timely
and non-discriminatory manner.

• Resale activity has changed and slowed since April 1999 as AT&T and MCI continued there
efforts to redline the residential resale market.  First, beginning in April, there was a
noticeable shift by CLECs from residential to business customers.  Prior to April, CLECs had
used resale to serve more residential than business customers.  After April, CLECs shifted
their efforts to use resale to serve business customers, almost to the exclusion of residential
customers.  For example, prior to April, 66 percent of the 615,000 resale lines in SBC's states
served residential customers and 34 percent served business customers.  Between April and
September, the trend reversed and CLECs used resale to serve business customers almost

                    
1  Bypass estimate assumes 2.75 lines per interconnection trunk minus the
number of Unbundled Loops.  This number represents the estimated number of
bypass lines served by facilities-based carriers in SBC's seven states.
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exclusively (e.g., during that period, CLECs obtained 100,000 business resale lines compared
to only 10,000 net residential lines).  Second, between March and September, CLECs have
almost completely abandoned the residential resale market in California.  Prior to March,
CLECs served more than 145,000 resale lines in California, but from March to September,
cumulative residential resale lines in California declined by more than 25,500 lines as a result
of publicly acknowledged decisions by AT&T and MCI to stop signing up new residential
resale customers in California and by encouraging their existing resale customers to switch to
other carriers.  Nevertheless, even if the major IXCs chose for their own strategic, internal
business and regulatory reasons not to take advantage of the residential resale option made
available to them by SBC because they do not like the resale pricing discounts required by
the 1996 Act and approved by the PUCs, there can be no dispute that SBC has met its
obligations under the Act to make resale available to its local wholesale customers.  The
figures listed above demonstrate that SBC has made available to CLECs all the systems and
services they need to compete on a resale basis in each of SBC's states.  In all of SBC's,
states, competitors can sign-up any or all resale customers in those states for their local
service as easily as they sign-up long distance customers.

FACILITIES-BASED COMPETITION STATUS:
Facilities-based competition in SBC's states is substantial and has increased dramatically in
recent months.  CLECs are serving a minimum of 480,500 to 1.2 million lines on a facilities-
basis in SBC's territory.  The following market facts demonstrate that SBC has opened its local
markets to competition and that in addition to making resale available to competitors, SBC is
also providing CLECs with the facilities and network elements they need from SBC in order to
compete on a facilities-basis in the local exchange market.   Information is not available to SBC
to identify with precision the full extent of facilities-based competition in each of its states.
Available indicators underestimate the extent of facilities-based competition and are imperfect
measures of competitive entry because each captures only that part of entry that requires action
by SBC and does not capture the extent of facilities-based self-supply being undertaken by
CLECs.   Nevertheless, a review of available indicators (e.g. CLEC E-911 listings and lines
served by Interconnection Trunks) demonstrate that there is significant and growing facilities-
based competition in SBC's states and that a minimum of 480,500 lines are being served by
facilities-based carriers and that a more realistic estimate is that an estimated 1.2 million lines
are being served on a facilities-basis by CLECs in SBC's states.

CLEC E-911 Numbers—Best Conservative Indicator of Facilities-Based Competition
• CLEC listings in the E-911 database is the best conservative available indicator of the

minimum number of access lines being served on a facilities basis by facilities-based carriers.
These numbers, however, underestimate the actual number of facilities-based lines being
provided by CLECs because many businesses only use a single number or a few numbers to
serve a large group of access lines.  Nevertheless, the E-911 listings show that CLECs serve a
minimum of 713,778 lines in SBC's 7 states on a facilities-basis. Specifically, CLECs have
requested E-911 service for 713,778 lines from their own NXX Codes that were assigned to
them to provide facilities-based service.

• In California alone, 14 facilities-based carriers serve approximately 345,000 lines on a
facilities basis (based on E-911 listings).   CLEC E-911 listings indicate that there is at least
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the following number of  lines being served on a facilities-basis in the other SBC states:
Texas: 80,000; Oklahoma:  20,000; Nevada:  14,800; Arkansas:  12,400;   Missouri:  5,600;
and Kansas:  2,400 facilities-based lines.

• See above for a description of the 1.86 million facilities-based lost lines estimate based on
interconnection trunks being used by CLECs.

Numbers Ported—Another Indicator of Facilities-Based Competition
• More than 124,000 existing SBC lines have been ported via interim number portability

(108,269 lines) and long-term number portability (15,768 lines) to facilities-based
competitors in each of SBC's seven states.  CLECs have chosen to port mostly business lines,
but the same basic processes and procedures can be used to port residential lines.  This is one
indicator of facilities-based competition that has occurred in SBC’s seven states, but it
underestimates the actual amount of facilities-based competition that has occurred.   Each of
the numbers ported represents conversion of an existing line from SBC to a facilities-based
CLEC provider. It should be noted, however, that lines do not have to be ported when
CLECs serve new lines/customers on a facilities-traffic.

Minutes Exchanged – Another Indicator That SBC's Networks Are Open
• The fact that more than 17.2 billion minutes of local and internet traffic has been exchanged

between SBC and CLEC networks is compelling evidence that SBC has opened its networks
and has met the competitive checklist.  Reciprocal compensation minutes of use is an
indicator that demonstrates that actual local traffic is being exchanged between CLECs and
SBC.  A substantial amount of local traffic has been exchanged between SBC and CLECs,
with most of that traffic (and the corresponding reciprocal compensation) going from SBC to
the CLECs.  For example, approximately 5.3 billion  minutes of local traffic (excluding
Internet traffic) has been exchanged between SWBT/Pacific Bell/Nevada Bell and CLECs
over interconnection trunks.  More than 80% of this local traffic has been exchanged from
SBC to CLEC networks.   It should be noted, that these minutes do not capture all local
minutes being generated by CLECs because they do not include CLEC-to-CLEC traffic or
on-net (i.e., intra-CLEC) traffic.

• In addition, the fact that an additional 11.9 billion  minutes of Internet traffic has been
exchanged between SBC and CLEC networks also demonstrates that SBC's networks have
been opened to competition.  The 17.2 billion minutes of local and Internet minutes-of-use
exchanged between SBC and CLEC Networks confirm that SBC’s networks are open to and
connect with CLEC networks.

UNEs, Interconnection and Other Facilities-Based Products Provided By SBC to CLECs

• Interconnection Trunks:
SBC's provisioning of local interconnection trunks is an indicator that the interconnection
checklist requirement has been met and that actual local exchange traffic is being exchanged
between CLECs and SBC.  SBC has provisioned approximately 438,400 one-and two-way
interconnection trunks to CLECs in SBC’s seven-state service area.  This represents the call
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carrying capacity on the local service provider networks for 4.3 million lines.  Moreover, as
described above, facilities-based carriers do not order trunks from SBC unless they have
local lines and traffic to utilize such trunks.  It can be conservatively estimated that each
trunk being used by a CLEC is supporting at least 2.75 facilities-based lines being provided
by that CLEC.  These trunks allow CLECs to connect their networks and customers to SBC’s
network.  The following number of trunks were provided by SBC to CLECs:  California:
273,800 trunks; Texas:  121,600; Oklahoma:  11,500; Missouri:  17,900; Arkansas:  6,400;
Kansas:  4,100; and Nevada: 2,900 trunks.

• Unbundled Loops:
Unbundled loops are the direct connection between the local network and customer's
premises.  CLECs can provision loops themselves, or they can lease unbundled loops from
SBC or other suppliers.  Because CLECs can self-provision loops, the number of unbundled
loops provided by SBC understates the extent of existing facilities-based competition.
Nevertheless, approximately 59,600 unbundled loops have been provisioned by SBC to
CLECs in SBC’s seven states.

• CLEC Collocation Arrangements:
Collocation is an important measure of competitive facilities-based presence because once a
competitor is collocated in an SBC central office it has access to every loop connected to that
central office.  846 physical collocation arrangements are operational in SBC’s seven-state
service area  -- 262 of these are in SWBT's region, with 581 in California.

• 386 physical collocation arrangements (96 in SWBT and 289 in California/Nevada) are
currently being worked on and pending completion.

• 121 virtual collocation arrangements are operational in SWBT's five-state territory.

• E-911 Trunks:
CLECs have requested and SBC has provisioned 908 operational E-911 trunks to facilities-
based  CLECs in SBC’s seven-state service area.  Of this number, 632 are located in
California and 270 are in SWBT states.

• DA/OS Trunks:
More than 1,270 Directory/Operator Assistance trunks have been provisioned by  SWBT to
CLECs in the five SWBT states.  More than 120 CLECs are using SWBT's Directory
Assistance and "O" Call Completion services.

Telephone Numbers Requested By and Assigned to CLECs
• 2,661 NXX codes (each code representing 10,000 numbers) have been assigned to facilities-

based CLECs in SBC’s seven-state service area, with an additional 278 assignments pending.
In other words, CLECs have requested and SBC has assigned 26.6 million telephone
numbers to CLECs in its seven states; more than 14.9 million numbers have been requested
by CLECs in California and an additional 11.6 million numbers have been requested in
SWBT’s five states.
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Access to SBC White Page Directories
• CLEC information can be included in all SBC White Page directories in SBC’s seven state

service areas.  SBC has provided more than 557,000 white page listings for its local
wholesale customers.  Of these listings, 375,000 have been in SWBT states and 180,800 in
California.

Access to SBC Poles and Conduits
• SBC has provided competitors with access to more than 374,000 of its poles and

approximately 8.4 million feet of conduit space for their use to compete against SBC in its
seven states.

CLEC Orders Handled by SBC’s OSS and Local Service Centers
• Since the 1996 Act passed, SBC’s OSS and Local Service Center personnel have handled

more than 3.1 million service orders from CLECs to order facilities, network elements and
resold or second lines for their customers, change or add vertical services etc.  More than 2.1
million orders from CLECs have been processed in the SWBT five-state region and
approximately 925,000 orders have been processed in California/Nevada. The fact that
SWBT processed more than 1.2 million orders in 1997, and an additional 1.4 million orders
in the first nine months of 1998, without a backlog, is strong evidence that SBC has
developed state-of-the-art OSS and that these systems are being used by CLECs to compete
in the local market against SWBT.   Orders are also being processed in California in a similar
timely and accurate manner without any backlogs.

• SBC also demonstrated in Texas that its OSS (which is the same system used in all five
SWBT states) could handle large increases in volumes from CLECs.  Over 1.6 million CLEC
service orders in Texas have been processed, with over 1 million orders processed in January
through September of 1998.  SBC’s OSS and Local Service Centers have handled the
increased volume of service orders without experiencing a backlog.

Performance Measurements

• SBC has also developed and implemented more than 65 performance measurements that
cover all aspects of its relationships with CLECs in all seven SBC states.   These
measurements mirror and fully comply with the model set of measurements advocated by the
U.S. Department of Justice.   SBC’s performance measurements cover each of the five
recognized OSS functions (i.e., preordering, ordering, provisioning, maintenance and repair,
and billing).

• The results generated by these performance measurements compare SBC and CLEC
performance for each of the measurements and these results confirm that SBC is providing
each of the 14 competitive checklist items in substantially the same time and manner that is it
providing such services to itself.
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Conclusion

• The resale, interconnection, facilities-based and OSS-related numbers listed above provide
compelling evidence  that SBC has opened each of its seven states to resale and facilities-
based competition and that SBC provides its local wholesale customers with the systems and
services they need to compete and capture SBC’s local customers.

• The record confirms that CLECs have captured almost 2 million resold and facilities-based
lines in SBC's states, that CLECs have obtained millions of checklist products from SBC,
that SBC has provided CLECs with practical and real access to all 14 competitive checklist
items and that SBC has opened its local markets to competition.

• IXCs and CLECs who have made a strategic decision not to invest or compete in SBC’s local
markets on a broad-scale or facilities basis, particularly the residential market, are doing so
for their own economic, regulatory and business reasons, not because they are unable to
obtain competitive checklist products and services from SBC.  CLECs who do want to
compete on either a resale or facilities-basis in SBC’s territory for business or residential
customers can provide and are, in fact, already providing such local services in direct
competition with SBC.

10/28/98 Report Date
Data through 9/98 unless otherwise noted


