
Ill. C. C. 98-0555 LEE L. SELWYN GCI EXHIBIT 1.1

1 savings and credits. And I have adjusted for any differences in timing by calculating an

2 annual amortization using the same 9.5% discount rate that had been used by Mr.

3 Gebhardt.

4

5 If, on the other hand, the post-merger SBC assigns to Illinois Bell less than its

6 proportionate share of the merger savings, then Mr. Gebhardt's concern may be well-

7 taken. However, in that event, his argument will be with the manner in which

8 intracompany transfers are made within SBC, and not with the manner in which the

9 Section 7-204(c) allocation to Illinois ratepayers is accomplished. If SBC fails to

10 adequately compensate Illinois Bell for its use of, for example, Ameritech "best practices"

11 elsewhere in its region, or for SBC's ability to exploit monopoly relationships that Illinois

12 Bell has with major corporate accounts headquartered within lllinois to promote SBC's

13 out-of-region CLEC businesses, or for the transfer of Illinois Bell personnel and other

14 resources to nonregulated components within sac, then it is entirely possible that, after

15 making the required allocation of merger savings to ratepayers, lllinois Bell will

16 experience a decrease in earnings. The Commission should address Mr. Gebhardt's

17 concerns by directing that Illinois Bell be fully and adequately compensated for any value

18 that it contributes to the post-merger sac and that SBC, as a condition for approval of

19 the merger, assure the Commission that Illinois Bell will in fact receive its proportionate

20 share of merger benefits. The Commission should certainly not permit any diversion of

21 merger benefits away from lllinois Bell that SBC might choose to implement, to serve as

22 a basis for limiting the Section 7-204(c) allocation..

23
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1 Q Dr. Selwyn, Mr. Gebhardt does not seem to understood your flow-through calculation and

2 allocation method. Can you please explain your calculation of the synergies attributable

3 to Illinois and your proposal to flow-through those synergies to ratepayers?

4

5 A Yes. As I explained in detail in my direct testimony (pages 83-92), I developed a

6 "composite" allocation factor of 8.77% to be applied to the total estimated Ameritech

7 synergy benefits of $15.4-billion (using the "present value basis"). The composite

8 allocation factor reflects the percentage of Ameritech represented by telco operations, the

9 percentage of Ameritech telco operations represented by Illinois Bell, the percentage of

10 Illinois Bell telco operations that is jurisdictionally intrastate, the percentage of Illinois

11 Bell intrastate teleo operations that is associated with regulated services, and the

12 percentage of Illinois Bell intrastate regulated telco operations that is associated with

13 noncompetitive services. This calculation results in a total allocation to Illinois Bell

14 intrastate noncompetitive services of $1.4-billion, to be flowed through to Illinois Bell

15 ratepayers. This $1.4-billion allocation should to be flowed through ratably over a ten-

16 year period, amortized at a 9.5% discount rate and adjusted from an after-tax to a pre-tax

17 basis. Specifically, application of the 9.5% discount rate to the $1.4-billion results in an

18 annual after-tax figure of $216-million. When adjusted to a pre-tax basis, this results in a

19 $343-million annual rate reduction.

20

21 As I explained on page 91 of my direct testimony, and as Mr. Gebhardt apparently fails

22 to understand, there are certain accounting adjustments that need to take place "... in

23 order to recognize the reduction in plant acquisition and operating costs, and the

24 allocation of certain costs to other components of the merged entity that result from the
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1 merger." When all adjustments together with the rate reduction are considered, there

2 should be no net change in Illinois Bell's intrastate return on investment associated with

3 noncompetitive services.

4

5 Conclusion
6

7 Q. Dr. Selwyn, is there anything in the Applicants' rebuttal testimony that would cause you

8 to modify any of the specific analyses and recommendations that you have made to this

9 Commission regarding the proposed SBC takeover of Ameritech?

10

11 A. No, the Applicants' rebuttal testimony contains no new facts or arguments that were not

12 addressed fully in my direct testimony.

13

14 Q. Does this conclude your rebuttal testimony at this time?

15

16 A. Yes, it does.
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Meeting date: November 30, 1998

TELECOMMUNICATIONS DIVISION STAFF REPORT

November 25,1998

SUBJECT: Staff recommends that the Commission initiate a proceeding to:

(1) Investigate Ameritech Illinois' competitive reclassification of its
business and residential telecommunications services listed in
TRM #s 120 and 309;

(2) Determine whether or not the retail rate increases that
occurred following the competitive reclassification of the services
listed in TRM #s 120 and 309 are appropriate, and if not, what, if
any, refunds should be made to end users;

(3) Determine whether or not the wholesale rate increases that
occurred following the competitive reclassification of the services
listed in TRM #s 120 and 309 are appropriate, and if not, what, if
any, refunds should be made to wholesale carriers;

(4) Establish filing requirements that Ameritech Illinois must satisfy
when reclassifying its services as competitive.

Capsule Summary

In its Order in Dockets 95-0135 and 95-0179, the Commission specified
the evidence required of Ameritech Illinois to support the competitive
reclassification of a telecommunications service. Based on its review of the
documentation filed by Ameritech Illinois to support the competitive
reclassification of the services listed in the "Details of Filing" portion of this
report, Staff cannot conclude that Ameritech Illinois has satisfied the standards
set forth in the Commission's Order in Dockets 95-0135/95-0179, Consolidated.
Further, Staff cannot conclude that those services are appropriately reclassified
as competitive. A detailed discussion of the requirements set forth in the
Commission's Order as well as the content of Ameritech Illinois' filings is
presented below.

For the reasons discussed below, it is the recommendation of the Staff of
the Telecommunications Division that the Commission initiate a proceeding to:

(1) Investigate Ameritech Illinois' competitive reclassification of its
business and residential telecommunications services. However,



because of the large number of services reclassified as competitive, and
the Commission's limited resources, Staff recommends that a proceeding
be initiated to investigate only two of the eleven competitive
reclassification filings at this time. Specifically, the Commission should
investigate the competitive reclassification filings set forth in TRM #s 120
and 309.

(2) Determine whether or not the retail rate increases that occurred
following the competitive reclassification of the services listed in TRM #s
120 and 309 are appropriate, and if not, what, if any, refunds should be
made to end users; and

(3) Determine whether or not the wholesale rate increases that occurred
following the competitive reclassification of the services listed in TRM #s
120 and 309 are appropriate, and if not, what, if any, refunds should be
made to wholesale carriers;

(4) Establish filing requirements that Ameritech Illinois must satisfy when
reclassifying its services as competitive. These filing requirements should
be consistent with the evidence requirements set forth in the
Commission's Order in Dockets 95-0135/0179, Consolidated.

Background

In January of 1995, Ameritech reclassified certain services it provided to
business customers from noncompetitive to competitive pursuant to Section 13
502(b) of the Illinois Public Utilities Act ("PUA"). These services included band
8 calls, band C calls, credit card calls, and operator assistance services. In April
of 1995, Ameritech filed to raise those rates for band C usage and calling card
calls. Staff prepared a report expressing concern regarding Ameritech Illinois'
actions and recommended that these filings be investigated. Also in April of
1995, the Commission entered Orders initiating Dockets 95-0135 and 95-0179 to
investigate Ameritech Illinois' competitive reclassification of business bands 8
and C calls, credit card calls and operator assistance services and the
subsequent rate increases. Dockets 95-0135 and 95-0179 were then
consolidated.

In its Order in Dockets 95-0135/95-0197, Consolidated, the Commission
relied on the standards set forth in Section 13-502(b) of the PUA, as well as the
intent of the General Assembly in enacting the Universal Telephone Service
Protection Law of 1985 that brought about Section 13-502(b), to reach a
determination as to whether or not Ameritech Illinois' competitive reclassification
of the services listed above was appropriate. Section 13-502(b) of the PUA
states that:



A service shall be classified as competitive only if, and only to the
extent that, for some identifiable class or group of customers in an
exchange, group of exchanges, or some other clearly defined
geographical area, such service, or its functional equivalent, or a
substitute service, is reasonably available from more than one
provider, whether or not any such provider is a telecommunications
carrier subject to regulation under this Act. (220 ILCS 5/13
502(b)).

Further, in its Order in Dockets 95-0135/95-0197, Consolidated, the
Commission stated that in making a decision in a reclassification proceeding
under Section 13-502(b), the Commission would consider three basic issues:

(1) The functional equivalence of alternative services; or
(2) the substitutability of alternative services; and
(3) the reasonable availability of those functional equivalent or

substitute services.

The Commission further stated that the functional equivalence or
substitutability of a service is not sufficient to warrant the competitive
reclassification of a service if the evidence indicates that the service is not
reasonably available to consumers in the actual operation of the marketplace.
(Docket 95-0135/0179 Order at 24). The Commission also stated that:

In differentiating between competitive and non-competitive
markets, this Commission must make the determination concerning
not only the asserted availability of the service, but the ease and
economic self-interest which will induce customers to switch
between suppliers. It is the capability of customers to exercise
economic choices between suppliers that defines in significant part
a genuinely competitive market and the reasonable availability of
alternative services. (Docket 95-0135/0179 Order at 29).

Finally, the Commission stated that:

Competitive classification under Section 13-502 requires a
convincing demonstration that competition will in fact serve
effectively as a market-regulator of the quality, variety and price of
telecommunications services. Ameritech Illinois' ability to increase
its prices notwithstanding the presence of other providers is a
strong indication that those rates are not just and reasonable, and
that the competitive classification here fails to satisfy this statutory
policy. The evidence indicates rather that the declaration of
competition in this case is being used as a device to raise rates to
customers which demonstrably have not found the alternative
offerings by other carriers to be the functional equivalents or
reasonably available substitutes for Ameritech Illinois' service.



Based on this analytical framework, the Commission concluded that
Ameritech Illinois' business bands Band C calls were not appropriately
reclassified as competitive. The Commission concluded that the differences in
the methods of accessing the competing bands Band C services which
necessitated dialing around Ameritech Illinois by the use of 800 or 10XXX
dialing arrangements to reach an alternative provider did not allow the IXCs'
services to be functionally equivalent to or a substitute for Ameritech Illinois'
reclassified services. Further, because Ameritech held 86.6% of the market
share, the Commission found that the IXCs' services were not reasonably
available to Ameritech's customers.

With regard to the operator assistance and calling card services, the
Commission found that IXCs had a greater market share than they did in the
market for bands Band C services. However, the Commission noted that the
data regarding the competitive nature of this service were of recent origin and
did not conclusively show an assured and effective competitive structure. The
Commission also noted that the dial around arrangements required to reach an
alternative provider of operator assistance and calling card services prevented
the Commission from concluding that services offered by alternative providers
were functionally equivalent to or a substitute for those services offered by
Ameritech Illinois. The Commission thus concluded that all of the services at
issue in this proceeding should be classified as noncompetitive. The
Commission further ordered Ameritech to roll back its price increases and refund
amounts charged in excess of the previous rates.

Following the issuance of its Order on October 16, 1995, Ameritech
Illinois filed a petition with the Commission seeking rehearing. The Commission
denied Ameritech Illinois' petition for rehearing. Ameritech filed for a stay of the
order on October 24, 1995, and the Commission denied Ameritech's request on
October 30. On November 2, 1995, Ameritech requested a limited stay of the
Commission Order. The Commission approved the Company's request for a
limited stay on November 8, 1995. On November 9,1995, the Ameritech filed
tariffs, reclassifying the business services listed above as noncompetitive and
rolling back prices. Consistent with the grant of the limited stay, business
customers utiliZing 12 lines or more did not receive refunds. The Docket was
reopened in order to review evidence regarding business customers utilizing 12
lines or more. The record in the follow-on case was marked Heard and Taken
on March 7, 1996. No proposed Order has been released to date in this follow
on Docket.

Ameritech Illinois appealed the Commission's first Order in Docket 95-0135/95
0179 to the Illinois Appellate Court. The Illinois Appellate Court filed an Opinion
affirming the Commission's Order on July 22, 1996. On August 27, 1996 the
Court denied rehearing of its decision. The Illinois Appellate Court found that:



Allowing a provider to classify a service as competitive prior to the
development of a competitive market for the service would enable the
provider to enjoy the benefits of a monopoly without the concomitant
regulation which the legislature has declared is necessary to protect the
interests of consumers. Accordingly, the Commission's conclusion that it
must examine actual market behavior in order to determine whether a
competing services is reasonably available was not clearly erroneous,
and we defer to this interpretation.

Details of Filings

Between March of 1997 and NovemberJune of 1998, Ameritech Illinois
filed twelveeleven tariff filings in which it reclassified several of its business and
residential services as competitive. The tariff number and filing information is
listed below.

TRM#303
Filed: March 27, 1997
Effective: March 28, 1997

Declaring the following services as competitive for business customers
with 12+ lines in Access Area A:

Service Transport Facilities
Flexline Service
DID Service
Digital Trunking Service
Custom Calling Services (Call Waiting, Call Forwarding, 3Way

Calling for business customers with 12+ lines; Speed Calling for
all customers)

Number Retention Service
Private Directory Service
Semi-Private Directory Service
Custom Number Service
Additional Listings
PBX trunks
Business Direct Lines
Business Band A Usage

Competitors: MFS and Teleport

TRM # 991
Filed: October 14, 1997
Effective: October 15, 1997

Declaring local exchange services as competitive for business customers
with 12+ lines in Access Area B and the following districts: Arlington
.Heights, Bensenville, Champaign Main, Champaign University, Decatur



Main, Decatur North, Deerfield, Downers Grove, Elk Grove, Elmhurst,
Geneva, Glenview, Hinsdale, Lombard, Naperville, Northbrook,
Springfield Lake, Springfield Main, Springfield West, Wheaton, and
Wheeling. The services included in this competitive declaration include:

Business Direct Lines
Business Band A Usage
PBX Trunks
FlexLine
DID Service
Service Transport Facilities
Digital Trunking
Basic Custom Calling Features
Number Retention Service
Custom Number Service
Additional Listings
Private Directory Service
Semi-Public Directory Service

Competitors: MFS, Teleport, MCIMetro, and Consolidated Communications
Telecom Services, Inc.

TRM #120
Filed: February 6, 1998
Effective: February 7, 1998

Competitive declaration of the following local exchange services for
business customers in Access Area C with 12+ lines and business
customers in Access Areas A, B, and C with 11 or less lines:

Business Direct Network Access Lines
Business Band A and B Usage (11 or less lines)
Business Band C Usage (12+ lines)
Ameritech StraightRate
Business Local CallPaks
PBX Trunks
FlexLine
DID Service
Service Transport Facilities
Digital Trunking
Basic Custom Calling Features (3Way Calling, Call

Waiting, Call Forwarding)
Advanced Custom Calling Features (Automatic

Callback, Repeat Dialing, Distinctive Ringing,
Call Screening, Caller 10, Caller 10 with Name)

Multi Ring Service
Number Retention Service
Custom Number Service
Extra Listings



Private Directory Service (non-pUb)
Semi-Private Directory Service (non-list)

Competitors: MFS, Teleport, McLeodUSA, MCIMetro, etc.

TRM#284
Filed: March 20, 1998

Effective: March 21, 1998
Competitive declaration of the following private line services in all
access areas:

Telecommunications Channel Services (1001A, 1006,
2001,2001A-E,2002,2301, 3002, 3010, 6000)

BTAS
DDS
Foreign District Service
Ameritech Base Rate Service
Ameritech 128, 256, and 384 Services
Ameritech DS1 Service
Ameritech DS3 Service
Ameritech OC-3, OC-12, OC-48, and OC-n Services
Ameritech ISDN PRI Service

Competitors: MFS, MCI Worldcom, Teleport, AT&T, etc.

TRM#308
Filed: March 30, 1998
Effective: March 31, 1998

Competitive declaration of the following Complementary Network
Services and Central Office Features for business customers:

Busy Line Transfer
Alternate Answering
Customer Control Option
Message Waiting Tone
Easy Call
Special Delivery Feature
Automatic Delivery Feature
Ameritech FeatureLink Service
Remote Call Forwarding

Competitors: MFS, Teleport, MCIMetro, Winstar, etc.

TRM#309
Filed: March 30,1998
Effective: March 31, 1998

Competitive declaration of the following services for the exchanges
of Alton, Belleville, Champaign Urbana, Collinsville, Danville,
Decatur, East Moline, East St. Louis, Edgemont, Edwardsville,



Granite City, Moline, O'Fallon, Peoria, Qunicy, Rock Island,
Rockford, Springfield, and Wood River:

Residence Network Access Lines
Residence Usage Services, Bands A and B
Custom Calling Services (3Way Calling, Call Waiting,

Call Forwarding)
Advanced Custom Calling Services (Automatic

Callback, Repeat Dialing, Distinctive Ringing, Call
Screening, Caller 10, Caller ID with name,
Automatic Callback, and Repeat Dialing)

Multi Ring Service
Competitors: Teleport, McLeodUSA, AT&T, etc.

TRM#496
Filed: May 14, 1998
Effective: May 15, 1998

Competitive declaration of Ameritech Integrated Services Digital
Network (ISDN) Direct Service for all business customers in MSA
1.
Competitors: MFS, Teleport, Focal, Winstar, AT&T, etc.

TRM#598
Filed: June 16, 1998
Effective: June 17,1998

Competitive declaration of the following local exchange services for
business customers:

Business Direct Network Access Lines
Business Usage Services
Ameritech StraightRate Service
Business Local CallPaks
PBX Trunks
FlexLine
DID Service
Service Transport Facilities
Basic Custom Calling Features (3Way Calling, Call

Waiting, Call Forwarding)
Advanced Custom Calling Features (Automatic

Callback, Repeat Dialing, Distinctive Ringing, Call
Screening, Caller ID, Caller 10 with Name)

Complementary Network Services (Busy Line
Transfer, Alternate Answer, Customer Control
Option, Message Waiting Tone, Easy Call,
Special Delivery Feature, Automatic Delivery
Feature)



Ameritech Feature Link Service
Ameritech ValueLink Extra-Select
Multi- Ring Service
Remote Call Forwarding
Number Retention Service
Custom Number Service
Alphabetical Directory Service
Extra Listings
Private Directory Service (non-pub)
Semi-Private Directory Service (non-list)

Competitors: AT&T, MFS, and Teleport

TRM #639
Filed: June 26, 1998
Effective: June 27, 1998

Competitive declaration of business Operator Assisted Bands A &
B usage and associated Operator Assisted and Calling Card
Surcharges (inadvertently omitted from Advice No. 5790).

Competitors: McLeodUSA, TCG, MFS, AT&T, MCI, LCI Frontier, etc.

TRM#654
Filed: June 29, 1998

Effective: June 30, 1998
Competitive declaration (and introduction) of Ameritech Frame
Relay Service in Ameritech's service area.

Competitors: AT&T, MCIMetro, Sprint, Worldcom, MFS, etc.

TRM#962
Filed: September 21, 1998
Effective: September 22, 1998

Competitive declaration of Directory Assitance Call Service and
Information Call Completion Service for Type I cellular customers.

Competitors: Metro One, InfoNXX, Excel, and Hebcom

TRM #1220
Filed: November 9, 1998
Effective: November 10, 1998

Competitive declaration of the following Special Access services to
all customers in Access Areas A, B, and C:

1. Metallic Service,
2. Telegraph Grade Service,
3. Direct Analog Service,
4. Program Audio Service.
5. Video Service,
6. Direct Digital Service,



7. Ameritech Base Rate,
8. Ameritech 128, 256, and 384 Service,
9. Ameritech DS1 Service
10. Ameritech DS3 Service,
11. Ameritech OC-3, OC-12, and OC-48 Service, and
12. SONET Xpress Service.

Competitiors: MFS, MCI WorldCom, Teleport Communicati'ons,
AT&T, WinStar Communications, and Consolidated
Communications.

After declaring some of the services listed above as competitive,
Ameritech increased the retail and wholesale rates for those services. A partial
list of retail and wholesale rate increases, to date, can be found in appendix 2 of
this report.

Based on its experience with Dockets 95-0135/95-0197, Consolidated,
Ameritech Illinois should be well aware of the Commission's requirements for
determining whether a particular service satisfies the competitive reclassification
standards set forth in Section 13-502(b) of the PUA as interpreted by the
Commission. However, in the support material accompanying the
reclassification of the services listed above, it is questionable whether Ameritech
Illinois provided sufficient evidence to demonstrate that these services are
competitive. Specifically, Ameritech provided a one or two page verified
statement for each filing, listing possible competitors for the services in its
filings. However, Ameritech did not provide any information regarding its market
share for each reclassified service; the trend of its market share for the
reclassified service; specific examples of services that compete with Ameritech's
service; whether there are any functional differences in the Ameritech's service
and that of a competitor, an explanation of the functional differences between
those services to the extent they exist; or an analysis of the impact on demand of
any price increase associated with the reclassification.

Without this information, Staff has no basis upon which to conclude that
Ameritech Illinois' competitive reclassification of those services is consistent with
Section 13-502(b) and the Commission's Order in Dockets 95-0135/95-0197,
Consolidated. Further, Staff has no basis to conclude that Ameritech Illinois'
wholesale and retail rate increases for those services are just and reasonable.

As stated above, Staff is recommending that the Commission begin its
. investigation of these competitive reclassifications by examining TRM #s 120
and 309 and their associated wholesale and retail rate increases. This will allow
the Commission to examine the competitiveness of some of Ameritech Illinois'
most essential and non-discretionary services; namely business and residential
network access line and usage services.



Further, Staff is recommending that the Commission establish filing
requirements that Ameritech Illinois must satisfy when reclassifying its services
as competitive. This will eliminate most questions regarding the amount and
substance of evidence needed from Ameritech Illinois to support its competitive
reclassification of a non-competitive service.

Policy Implications

In addition to the question regarding whether or not Ameritech Illinois has
met the requirements set forth by the Commission's Order in Dockets 95
0135/95-0197, Consolidated, Ameritech Illinois' reclassification of the above
mentioned services raises issues of first impression that the Commission should
decide. Specifically, Ameritech Illinois bases its competitive reclassification of
some services on the presence of potential competition from providers offering
service through the use of Ameritech Illinois' wholesale services or unbundled
network elements. The Commission must determine to what extent services
provided through wholesale or unbundled network elements are functionally .
equivalent, reasonably substitutable, and reasonably available in comparison to
their Ameritech retail counterparts. Further, the Commission must determine
whether or not the intervals at which Ameritech Illinois provisions those
wholesale services or unbundled network elements to carriers allows those
carriers to offer retail service that is functionally equivalent, reasonably
substitutable and reasonably available. Finally, the Commission must determine
whether or not retail service obtained from a carrier offering service through
wholesale or unbundled network elements satisfies Section 13-502(b)'s
requirement that the customer receive service from "more than one provider."

Recommendation

For the reasons set forth herein, Staff recommends that the Commission
initiate a proceeding to:

(1) Investigate Ameritech Illinois' competitive reclassification of its
business and residential telecommunications services listed in
TRM #s 120 and 309;

(2) Determine whether or not the retail rate increases that
occurred following the competitive reclassification of the services
listed in TRM #s 120 and 309 are appropriate, and if not, what, if
any, refunds should be made to end users;

(3) Determine whether or not the wholesale rate increases that
occurred following the competitive reclassification of the services
listed in TRM #s 120 and 309 are appropriate, and if not, what, if
any, refunds should be made to wholesale carriers;



(4) Establish filing requirements that Ameritech Illinois must satisfy
when reclassifying its services as competitive.

Prepared by:

Christopher L. Graves
Economic Analyst

Reviewed by:

Rasha Toppozada-Yow
Chief Policy Section

Approved by:

Patrick McLarney, Manager
Telecommunications Division



Tariff Filing Service

Attachment 2

Price when service
was Reclassified as
Competitive by TRM

#120 (216198)

Price after changes Price after
proposed in TRM changes proposed

#352 on 413/98 in TRM #817 on
817/98

Percentage
change

Business Usage Service Access Area A. B, and C
Business Usage Service- Band A (Peak- initial)
Business Usage Service- Band B (Peak- initial)
Business Usage Service- Band C (Peak- initial)
Business Usage Service- Band A (Peak- addl)
Business Usage service- Band B (Peak-addl)
Business Usage Service- Band C (Peak- addl)

Shoulded Peak Charge

Off Peak Charge

$0.0365 $0.0365
$0.0745 $0.0745
$0.1200 $0.1050
$0.0094 $0.0094
$0.0215 $0.0215
$0.0956 $0.1050

10% discount off peak 10% discount off
rate N/A for Band C peak rate N/A for

BandC

40% discount off peak 40% discounl off
rate peak rale N/A for

BandC

Price after change
proposed in TRM
#612 on 6/19/98

$0.0400
$0.0800
$0.1050
$0.0150
$0.0300
$0.1050

N/A

N/A

9.59%
7.38%

-12.50%
59.57%
39.53%

9.83%

-10.00%

-40.00%

Ace... Ate. A. B. and C
FeatureLlnk- 2+ pkg category (monthly)
Featurellnk- 5+ pkg category (monthly)
Fealurellnk- 12+ pkg category (monthly)
FeatureLink- 20+ pkg calegory (monthly)

$800
$8.00
$8.00
$8.00

$9.00
$9.00
$9.00
$9.00

12.50%
12.50%
12.50%
12.50%



Automatic Volume Discounts
BandsA&B

Bande

Remote Call Forwarding

Business Usage Discount Schedule (Firsl $52.00)
Business Usage Discount Schedule (52.01-104)
Business Usage Discount Schedule (104.01-260)
Business Usage Discount Schedule (260.01-832)
Business Usage Discount Schedule (832+)
Business Usage Discount Schedule (First $52.00)
Business Usage Discount Schedule (52.01-104)
Business Usage Discount Schedule (104.01-260)
Business Usage Discount Schedule (260.01-832)
Business Usage Discount Schedule (832+)

Monthly Recurnng Charge

Attachment 2

Price after change Price after change Price after change
proposed In TRM proposed in TRM proposed in TRM

Percentage
#352 on 413/98 #817 on 8/7/98 #933 on 9/14198

change

0.00% 0.00% 0.00% 0.00%
11.50% 11.50% 0.00% 0.00% -10000%
23.10% 23.10% 20.00% 20.00% -13.42%
32.70% 32.70% 30.00% 30.00% -8.26%
50.00% 50.00% 5000% 50.00%
0.00% 0.00% 0.00% 0.00%
0.00% 0.00% 0.00% 0.00%

30.00% 25.00% 25.00% 0.00% -10000%
45.00% 50.00% 50.00% 0.00% -100.00%
50.00% 50.00% 50.00% 0.00% ·100,00%

Price after change
proposed In TRM
#1186 on 10/30/98

$14.50 $16.50 13.79%



Appendix 2

SBMS Illinois Services, Inc. Application for a Certificate of Local Exchange Service
Authority and Certificate of Service Authority to Resell Local and IntraMSA

Interexchange Telecommunications Services Within Those Portions of Market Service
Area 1, ICC Docket 95-0347, filed July 21, 1995.
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vithin those portions of Market Sen'lee Area 1 served by Illinois

Bell Telepbone company, d/b/a ~riteeh-Illinois (-Ameriteeh

IllinoisW), and central Telephcne eo.pany of Illinois (-CentelW
)

and for a Certificate of Interexch.a::q'! s.n'~ ce Au~ -rity to
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S~~ ILLINOIS SERVICES, INC.

Application for a Certificate
of Local Exchange Service
Authority and Certificate of
Service Authority to resell
lccal and intraMSA interexch~~qe

t~l~c~"'~cationsservices
within those portions of Market
:Service Area 1 served by Illinois
Bell Telephone eo.pany, d/b/a
Ameritech-Illinois, and Central
Telepbone ea.pany of Illinois
and for a Certificate of Inter
exchanqe Service Anthority to
provide facilities-based intraMSA
interezc:haDqe services vithin
Market Service Area 1.
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SBMS Illinois Services, Inc.
c/o President
17330 Preston Road, Suite 100-A
Dallas, TX 752~2

SBMS Illinois's address for the service of documents is:2.
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for W1db certificate. of Service Authority are souqht in the

.
Application should be sent to SBMS Illinois at the abaTe address

1. SBMS Illinois is a corporation formed under the laws of

the state of Delawar~ and is applyinq for authorization to

transact business in the state ot Illinois.

COpies of notIces and other comsunieations relatinq to this

- .._- """"-.-..-......_-

follows:

¥~rket Service Area 1 and 1n support of its Application states as

teleee-uDlcati0D8 services and other telecOll::""'"ications services

aDd to the UIldersiqne<! counsel.

3. Southwestern Bell Kobile 5ysteas, Inc. (-SBMS-) i. the

noD_ireline cellular carrier for the Chicaqo, Illinois cellular

Geoqraphlc Service Area pursuant to a ':ertit1cate of SerY1ce

Autbority pr.."ious1y qranted by this C,:IIr1Ussion. In the Chicaqo

_t:opolitan area, SBMS does b\l$iness liS Cellular one--chicaqo.

Illinois ~db bas been created to provide local excbanqe

certificates ot SerYIce Authority qranted by this Caaais.ion.)

SBMS'. ~te parent COBI;)lIny is South_stern Bell Wirele.s

Bcll1inqs, IDe. l-SBIIH-). SBWH 1s the sole sharebolder of SBMS

ISBMS aDd other entities controlled by SBMS provide cellular

..nice. in other are.. ot the state of Illinois purSWlJlt to
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5. SBKS Illinois intends to provide high quality and all

s~sidiaries of SSC Communications, Inc. (RSSC-), one of the so-

services on both a facilities and resale basis within the

fo~ of local exchange and interexchange telecommunications

4. S~~ Illinois and SBMS are both indirect wholly-owned

'-_.
~,

with the -AT'T divestiture- in 1984.'

~. ~·e_ .._. '.
-",-~;.".::'

";'''-.;:'-'~~.: .". :.'.-

'-;. ~i,i~-~:4_"_·:"::·>::.L

A;>?lication.

called -Regional Bell Holding Companies- created in connection

P~~tions of ~~e Chicago metropolitan area identified in this

specified geographic area. SBMS Illinois proposes to resell

various voice and data communications services offered by

Ameritecb-Illinois, CeDtel and new local eXchange carriers, such

as MFS tntelenet ot Illinois, Inc. SBKS Illinois will construct

its own traDSaisaion and switching facilities to augaent cxiatinq

infrastructure to the greateat extent POssible. Facilitie.-baaed

and resold services will be packaged to suit speciaUZed Deeds of

CUSu.ers. SBIIS Illinois' intent is to introduce atate ot the

art technology as rapidly .s possible to Obtain competitive

advantages in the provision ot tel~ications services and to

purchase and resell services based on state of the art technology

being utilized by other telecc.sunicationa carriers to provide

telecomcvmications services.

2PPf ted State, Y. aeeffG'D ~elephon' S ·e1eqrlpb Cppp,nY,
552 F.Supp. 137 (D.D.C. 1982), affd 8ab na.., Maryland y Yntted
~ 460 U.S. 1001 (1983).
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integration between its operations and the operations of Cellular

-4-

trunks (or microwave facilities) to fora a backbone network

the cell sites being linked by fiber optic or other landline

-chicago has in excess of 400 cell sites throughout the area with

of the new entrants, Cellular One--Chicago has already built and

is operating its network and providing ubiquitous geographic

coverage throughout the Chicago metropolitan area. Cellular One-

One--Chicago is required in order to offer consumers the fullest

As this COmaission is aware, cellUlar One--Chicago has

range of services on the most cost effective basis. Unlike many

attractive packages not only to those customers but prospecti".

custo.ers, as well. Cellular One--Chicago has an exten8i".

distribution syst_ throughout the Chicago metropolitan ar.a; aDd

operations of S1lMS Illinois and cellular One--Chicago will allow

the introduction and provision of n_ services aDd econoaically

casto.ers as well as large businesses. The integration of the

serving the Chicago metropolitan area. With the integration of

the operations of S1lMS Illinois and Cellular One--Chicago,

prospective landline customerll throughout the Chicago

..tropolltan area would only need to be linked to the closest

cell site in order to be linked to the backbone network.

hundreds of t:housand.s of customers throughout the Chicago

..tropolitan area made up of residential and saa11 business

- tr~~"--~ ..,~~.~ -- , _.

~~"'_"·_"""·"'··~"_-- ...""",_·;a'!t""'-'__"-"""k~,"-,r.~. _ ,~_. <;:~&wf~~:~~~~; >o;~/:~.
'-. .. " ..-:~ ...........~ ..... ' ..•.:c16>"~.~{i

_....",.,~-- '" -_...~ ------. -r ,·~,"""r·...... -~" .•.. ..• I~"-""- €"'''~~'''l~r~

.~ ~ ~~~t
6. SBMS Illinois believes that a significant degree of ~
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~~e proposed in~egraticn will allow the early availability of
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8. SBKS Illinois possesses sufficient technical. financial

One--Chicago as discussed above. Until action by the FCC on that

be~efits of ~one stop shoP?ing~ for wi=eline and wireless

and managerial resources and abilities to provide services it

~.at the S 22.903 rules do not apply outside of the five state

7. The sco?e o~ such integration, however, ~y be affected

c~=?e:i~ive al~ernatives throughout the area, as well as the

seeks to provide as required by S 13-403, S 13-404 and S 13-405

In order to resolve uncertainty regarding the applicability of

by S 22.903 (47 CFR S 22.903) of the rules of the Federal

local exchange service; i.e •• that the separation rules do not

certification hereunder will be prOVided as if the rules do

that Petition by the FCC. it would be the intent to integrate to

a significant degree the operations of SBHS Illinois and Cellular

apply.

apply -out of region-. In the event of favorable disposition of

region in which Southwestern Bell Telephone Company provides

ser7ices or co:binations thereof.

Co==~~ication~ Cc::ission '-FCC·), whi=h sets forth the

Petition, the services for which SBMS Illinois seeks

separation rules governing the provision of cellular service (and

other public mobile services) by the Bell Operating Companies.

S 22.903. SBMS has petitioned the FCC for a declaratory ruling

.,
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~ts af~iliates will p:ovide all ~~~ds ~ecessa~y ~o= SBMS Illinois

:::~~ois is an indirect wholly-owned subsidia~y of SBC. S8C and

~e~ices. SEC ~~d its affilia:es will fUlly staff sa~ Illinois

w~th ~yalified and experienc~~ =anage~~al and technical

10. Pur~uant to S 13-402 of the ;~t, :av~ :11inois requests

Syste=s-Illinois, Inc. covering the identical geographic areas

p~rson.~el. sac had assets in exc~ss of S25 =il1ion and

9. The Co=mission has al~eady g~anted S 13-405 local

~=e:ber 31, 1994.

s~areholders e~~ity or net Worth in exc~ss of S8.3 billion as of

-6-

·.xchange certificates to HFS Intele~~t of :l:~nois, Inc. and TC

granting of those local eXchange certificates would not adversely

SE~~ Illinois seeks to serve. The CC~issien found that the

i:pact the prices, financial Viability, or network design of

~eritech-Illinois and/or Centel. 7he effect that granting SBMS

Illinois' Application will have on the prices, network design and

fi~~cial viability of Ameritech-Illinois and/or Centel has

already been detercined by these prio~ CO~iss~cn Orders; i.e.,

that the granting to S~~ Illinois of a S 13-405 local exchange

certificate would not adversely impact the prices, network design

or fina.,cial viability of Ameritech-Il1inois and/or Centel.

that the Commission waive or moaity :~e a~p~;cd~ion c: its rules,

.)0 .....-. _
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publish a directory would be ur~ecessarily burdensome, since

pub:ication of a directory by a local exchanqe carrier is not

publication of a directory by a local exchanqe carrier. The

savs Illinois' operations.

of the requirements of 83 Illinois AC:inistrative Code 735.180--

S~$ Illinois also asks that _~e Co==ission grant a variance

~'~::"::i,=s c: k:i.cle X~II of :::'e .:'.c:. S3~S :!:ili::ois reql.::ests that

General Accepted Accountinq Princi?als t~at accurately reflect

books and records in an accountinq syst~ that complies with the

t!':e t::1i~o~ Syste: of ;'.::CC:;:"l':S. SE~..s Illi.~cis wi 1.1 rlaintain its

Cede 710 relatinq to the require~ent to ~aintain records under

~~~ :c::ission waive application of 63 Il:ino~s Adcinistrative

eco~==~c b~rder.s and re~~:aticr.s t~at are ~ecessary for new

of the requested variance. The require=ent for SEMS Illinois to

statutorily ~~dated and no party will be injured by the granting

2S~S Illinois seeks the sa=e waivers and/or variances which
the commission has previously ;ranted HFS Intelenet of Illinois,
Inc. (Docket No. 93-0409) and TC Systems-Illinois, Inc. (Docket
No. 94-0162). Mel Metro Access Transmission Services, Inc.
(Docket No. 94-0400) and AT'T Co==unications of Illinois, Inc.
(Docket No. 95-~197) seek similar ~aivers and/or variances in
their respective pend1nq certificate Applications. SBMS Illinois
would be placed at a competitive disadvantaqe if it were not to
receive the same waivers and/or variances granted to other new
entrants.

i
1

.~
~'.j
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~:=:~a::y all o~ the ~~sto=ers in ~~e ;eog=aphic a=ea ~culd be

a~= :~~~el ~o incl~de its li:ited c~s~c~~= list :~ the existinq

d~:e=:~~ies of thos~ co:pa~ies.

S~V$ rlli~ois =ay require additional regulatory waivers in

t~e ~~ture ~nce its Application is grantee and it beqins

~ro.idinq local exchange service. saV$ Illinois reserves the

ri;~~ to seek any regulatory wai7ers that =ay be required in the

~~t~:~ for S~~ Illinois to compete effectively in the designated

r1.:':~.ois local exchange services =arleet.

11. SBMS Illinois will maintain a portion of its books and

rec~rds outside of the state of Illinois. It would be an

ec~no=ic burden to require SBKS Illin~is to maintain its books

c.d records in Illinois. SS'$ Illinois requests that it be

granted authority pursuant to 83 Illinois Administrative Code

?art 250 to maintain its ~ks and records outside of the state

o~ Illinois.

WHEREFORE. pursuant to S 13-403. S 13-404 and S 13-405 of

the Act. SBMS Illinois Services. Inc. respectfully prays that the

Cc==ission enter an Order granting it a Certificate of Local

£X~~~qe Service Authority and a Certificate of Service Authority

to resell local and intraMSA interexchanqe telecom=unications

~ervices within those portions of ~~rleet ;~ea Ser~ice 1 served by

-8-
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~~:~ority to provide ~acili~ies-based int=av~A ir.terexchanqe

mE •

of Directors

Respectfully subcitted,

SBMS ILLINOIS SERVICES, INC.

_-rc::L.l~,'=(4v'~__, 1995.
J v

DATED ~his ~ day of

."

-9-

:l:~~ois Bell Telep~o~e Co~pa~y and Ce~~"al Telephone Cocpany of

services within Market Service Area 1, a~d to grant tbe waivers,

::::~ois a~d g~a~~i~g ~~ a Ce=~i~icate o~ r~terexchanqe Service

variances and o~her relief desc"ibed herein.

Dennis K. Muncy
MEYER, CAPEL, HIRSCHFELD,
HONCY, JAHN , ALm:E:N, P •C.
306 W. Church Str., P.O. Box 6750
Champaign, IL 61926-6750
Telephone: 217/352-0030
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5S
COV"N7Y OF DALLAS

57A:=: OF r::x;..s

.
Wayne Watts, being ~irst duly sworn, deposes and states that

he is a Xe:ber of the Board of Directors of 5BMS Illinois
Ser7ices, Inc., that he has read the above and foregoing
;~plication a~d ;~~O~S ~~e conte~~s ~~ereof, and that the sam~ are
true to the best of his knowledge, infc~ation and belief.

Subscribed and sworn to before

we t.~isL8-ILdaY of ~'-4y" , 199$.

~1'4'~'- Notary Public

;-,



Appendix 3

Motion of Southwestern Bell Mobile Systems, Inc. for a Declaratory Ruling That
Section 22.903 and Other Sections of the Rule of the Commission Permit the Cellular
Affiliate of a Bell Operating Company to Provide Competitive Landline Local Exchange

Service Outside the Region in Which the Bell Operating Company is the Local
Exchange Carrier, Motion for Declaratory Ruling, CWD Docket No. 95-5,

dated June 21, 1995.

•
l Ei? ECONOMICS AND

rUI TECHNOLOGY. INC.



Before the
FEDERAL COMMUNICATIONS COMMISSION

WASHINGTON, J.C. 20554

)

:n the Maeeer of )
)

Motion of Sout:hwest:e~ Eell )
Mobile Syst:ems, :nc. :or a ) __ Docket: ~o. _
Declaraeory Ruli~q That: )
Sect:~on 22.903 an~ Other Sec~~ons )
of the Rules of the Comm1ssion )
?erm1t: the Cellular Affi~iat:e )
of a Bell Operat:1~q Company t:o )
?rov~cie C:mpet:~t:~~e Lanali~e ~ocal

~xchanqe Ser/~ce Out:s1oe t:~e )
aeq10n ~~ Which the Bell Operat:~~q )
Company lS ene Local Exchanqe )
Carr1er )

-----------------)
TO: The Commission

MOTION FOR pEO NUtTORX RULING

"-
Of Counsel:

Norman M. Sinel
Patrick J. Grant
Richara M. Firestone
Jonathan C. Ritter
A1QIOU) • PORTER.
555 12th Street, ~.W.

Wa.hinqeon, C.C. 20004-1202
(202) 942-5000

June 21, 1995

Respectfully submit:~ed,

Wayne Watts
V.P. ~ General Ateorney

3ruce Beara
Attorney

Gary Buckwalter
Attorney

SOtJ't'HWESTE1Uf BELL MOBILE
SYSTEMS, I1IC.
17330 Preston Road
Suite lOOA
Callas, Taxa. 75252
(214) 733-2008
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SUMMARY OF ~OT!ON

:ver ~~e pase several iecades. :~e C=mm~ss~=n ~as

?rov:sion of :elecommunicaei=ns serl~ces. Recene~y, :te C=m-

~isslcn, and many Staees. ~ave exeended :~ese eff=r~s ~~ open-

ing ccmpeei:ion in the provlsion of :ocal exchange and exchange

access serlices. 7his has been done t~ provide the public wlth

competi:ive alternaeives t~ :~e exisei~g l~cal exchangecarr~er

":'EC"~ and :0 offer che benefi:s c: :'neegraeed offer~::.gs a:

'lari~us types of telecommunications services ("one-seop shop-

ping") .

Souchweseern Sell Mobile Syscems, Inc. ("SBMSlt) seeks

to provide competitive landline local exchange service (hereln

after, "CT.wLE service") I where auchorized by state commissions.

and t~offer to the public the benefits of one-stop shopping

through integrated offerings of ~~ and wireless services.

which will foscer the Commission'S objeccive of encouragi~g

compec~:ion. and will further the public interesc. SBMS pro

poses to prOVide CLLE service -- in areas outside the S-stace

region in which. Southwescern aell 'relephone Company (" SWBT") ,

the Bell Operating Company ("BOC") affiliate of SBMS, is the

LEe (hereafter. "out of region") -- on an integrated basis with
,

its out of region cellular facilities. systems and personnel.-

1 SBMS currently provides cellular service in several markets
throughout the country that are out of SWBT's region. These
out of ,region systems, which cover approximately 2/3rds of

[Footnote continued on next pagel
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==mpec~:=r := che ex~sci~g LEC (and ocher compeci:ors) .

By c~is ~oc~on. SEMS respecc:~lly requeses a declara-

:ory ~li~g chac Sec:ion 22.903, and any ocher applicable sec-

:icns, =f the Comm~ssion's Rules permic the cellular affiliaee

of a aoc. acci~g o~ ~:s own behalf or through a closely-

serv~ce, boeh ~~di=ectly (through resale) ~ direc~ly through

the ownership or ~ease of C~ :acilicies. 2 SBMS proposes ini-

tially to provide i~eegraeed cellular and CLLS service in Roch

eseer, ~ew York, and thereafeer ~~ ocher oue of region markets

where SBMS provides cellular service. 3

[Fooenote continued from previous page}
SBMS's toeal cellular POPs, serve several major markets, in
cludi~g Chicago, 30seon and Washi~gton/Balti~ore, as well as a
~umber of individual markees througnouc apscate New YorK. A
lise of SBMS's oue of region cellular markets is at~ached

hereto at Exhibit ~l. An overview of the seaeus of local ex
change service compeeieion in several of ehe seaees in which
SBMS provides out of region cellular service is actached hereto
ae Exhibit #2.

As described more fully in this Moeion, this !s precisely
the type of integrated service which oeher teleeommuni~aeions
companies are now offering in Rocheseer and are prOpos1ng to
offer in oeher markets, and with which 5BMB muse compeee.

[Fooenote coneinued on nexe pagel

2 While we are noe aware of any other rule which affects the
issues adaresaed in this Moeion. we are seeking a declaratory
ruling that neither Seceion 22.903 nor any oeher sec~ion of ~he
Commission's rules or F~C requiremenes imposes se~araee subs~d
iary or other structural se~arat~on requi~ements on the prov~
sion of oue of region CLLE serv~ce by SBMB.

3

(ii)



:~cended :0 apply suggescs t~ere ~ay be cer~ain l~~~tac~ons

on S3MS's abil~~! ~o provide cue of ~egion C~~E serlice e~c~er

directly or on an i~cegraced basis wic~ a corporace af:il~aee

:ormed co provide C~LE service. :~ part~cular, the ~~le could

be :~terpreeed ~= ~eser~ct SBMS's abil~:'l ~o ineegraee oue of

desp~:e the fact ~hae the concerns ~nich underlie the separa-

tion requiremenes -- i.~., possible cross-subsidies from and

poeeneial discri~inaeion by ehe incumbene LEC -- are noe now

and never have been applicable oue of region. As ehe

Commission has r~coqnized in ocher coneexes (~.g., the oue of

region conser~c:ion of cable lines by aLEC), the separaeion
. . 4

requ~remenes were adopeed to foseer and to proeece ;~ ~:g~cn

compeei:ion in the provision of ~ew services. Since wnae is

proposed here is the provision of ;;mpeti;;ve 19cal :xchange

ser,ice by a carr;~r oue gf ;:91;0 ~her~ i; has no t;es tg :ne

(Fooenoee coneinued from prev~ou. pagel

SBMS is ~ seeking a ruling wh1Ch .would permit SBMS (or a
closely-ineegraeed corporaee affiliaee) to provide CLLE by ~
guir;ng the exiseing LEC in any ~ar~ee. Raeher, SBMS's enery
will be on a competieiye basis, e1ther through direce enery
ieself or through the acquisie~on of anoeher compeeieor, bue
~ as a replacemene for the exise~nq LEC.

4 As used herein, "in region- refers to all areas wiehin a
BOe's multi-seaee eerritory where ~t is the LEC.

(iiil



~ssue ~~e requeseed declaraecry ~~l~~g.

~his ~s noe a hypoehee~cal concern. ~ue ~o the un-

cereaincy regarding the appli=abili~y of Seccion 22.903 to this

serrice, S8MS's immediaee ;arent company, Souehwestern Sell

Wireless Holdings, ::1.C. : "SBWH") , has created a new subsidiary,

SBMS ~ew York Services, :~c. ("SBMS-NY Services M ), to prOVide

CLLZ service in New York. SBMS-NY Services is a sister

=or;orac~on of S8MS. and =otn S3MS-~~ Serv~ces and S3MS are

fully separated from SWBT. SBMS-NY Services has filed a peei-

tion seeking cereification from the New York State Public Ser-

vice Commission ("NY-PSC") to prov~de a full range of telecom

municacions services tnroughouc the Stace of New York. A copy

of tnae cereificaeion pecition is accached hereeo ae Exhibic

~3. Opon receipe of thae cereificaeion, and grane of this Mo

tion. SBMS and SBMS-NY Serv~ces :ncend to incegrace their :a

ci1ities, operacions and personnel ::1. the provision of cellular

and CLLE service in Rochescer, ~ew York; thereafter, upon re

ceipc of appropriace seace cerei:icacions, SBMS and its affili

aeesS will proceed wieh the prov~sion of such service in ocher

oue of region cellular markecs.

5 SBWH aneicipaces eseablishing ocher subsidiaries in addieion
to SBMB-NY Services to prOVide c:·c services in its remaining
oue of region markecs.

(iv)
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~ c~e absence 0: ~~e ~e~~esced =ecl~ra-

5EMS-NY Serlices) ~ill ~cc be able co provide cuscomers ~lC~

:~e serlices and =~oices ~hac :~cegracion would allow, ~nd wll~

~oc =e able co serve as wide an array of cuscomers. As ex-
?lained furcher :~ chis ~ocion, chis ~s pareicularly t~~e ~oc

~nly :~ relac~on := the exisc~~g LEe :~ these markecs, =uc also

=ecause ochers wil: be able ~o encer and. :~ :acc, are now

encer~~g -- these markecs and ?roviding ineegraced serlices

wlchouc any separacion requiremencs. :n Rochescer, a number of

companies -- including AT&T. Time Warner. Froncier, and ochers

-- have already begun offering various combinacions of ince-

graced services on a one-seop shopping basis.

For chese reasons, SBMS respeccfully requescs che

granc =f this Mocion and che issuance of the requesced declara-

:ory ~~ling on an expediced basis.

(v)



~OT!ON OF SOUThWES7E~~ 3E~ ~OBI~E SYSTEMS,
INC. :OR A DE~-ARATORY RULI~G ~~T

SE~:ON 22.903 AND 07HER SECT:ONS OF ~~ RULES
OF ~~ COMMISSIC~ ?ERMIT 7HE CELLu~

AFFILIATE OF A BELL OPERATING COMPANY TO PROVI~E
COMPETI':'IVE LANOLINE LOCAL EXCHANGE SERVICE '

OUTSIDE THE REGION IN WHICH THE BELL OPERATING
COMPANY ! S TIm LCc:AL EXCHANGE CARRIER

OISQSSION

?ursuan: ~~ Sec:~ons 4(il and 303(rl 0: ~he Com-

and 303 (r) (1988), and Sec::.ons :.2. and 22.903 of ~::e

Comm~ssion's Rules, 47 C.:.R. §§ 1.2 and 22.903, Sou:h

wescern Bell :-1obile Syscems, :nc. ("SBMS") respec::'.llly

moves ~he Commission for a declara:ory ruling cha: Sec-

cion 22.903 and any ocher applicable sect:ions of che

Commission's Rules permic :he cellular affiliat:e of a

3ell Operacing Company ("SOC":, ac:ing direc:ly or

~hrcuqh a closely-incegrated corporate affiliate, :0

prOVide compet:itive landli::e local exchange ("CLLE n
)

service oucside of the traditional =egion in which che

BOC is the local exchange carrier ("LEC") (that: area is

hereafter referred to as "cut: of =egion d
) ,1 SBMS seeks

to provide such services initially in Rochescer, ~ew

1 This Mocion seeks a declarat:ion chac neitAer Seccion
22.903 nor any ocher rule or fCC =equiremenc .requires a
separace subsidiary, or imposes ocher separacion
requiremencs, for che provision of ouc of region CLLE
service by SBMS direct:ly or in conjunccion wich a
closely-incegraced affiliat:e of SBMS.
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~~ ~~e ~ear :~~~=e, as c~e appl~=able scace ccmm~ss~c~s

;erm~:. SBMS seeks a r~l~~g :~ac :~e cell~lar aff~:~ace

~t a aoc ~ay ;=ovide C~~~ serv~ce ~ ~~direccly

":hrough resalei ~ direc:ly :hrough :~e lease or own-

ership of :ocal exchange :ac~:~:~es and :~e i~cegracicn

c~ficacicns.

seMS seeks chis declaracory ruli~g co remove un

cercaincy creaced by Seccion 22.903 of :he Commission's

Rules regarding ehe excenc of permissible incegracion

becween che cellular affiliace of a BOC and anocher af

filiace formed :0 provide ouc of region C~ service. 2

Spec~:ically, Seccion 22.903 provides, :n perci~enc

9arc, :hac ehe cellular affil~ace of a BOC:

o muse ~oe own any :acilicies for the provision
of landline eelephone service (22.903(a»;
~d

2 SBMS has separaeely raised a concern wieh the
Commission regarding the impacc of new Seccion 22.903 on
the ability of its BOC affiliaee to sell or promoce
seMS's cellular services in region, bue thae issue
should be decided separacely from the oue of region CLLE
issue raised in this Moeion. ~ SeMS's Petition For
Reconsideraeion ~d Clarificacion, In the Mateer of
Reyision of Par; 22 of the Commission's Rule. Governing
the eublic ~obile Seryi;es (and related proceedings), CC
Dkt. Nos. 92-115, 94-46 (RM 8367) ~d 93-116 (filed Dec.
19, 1994).



nusc -- :) .~Ja~~~a~n ~=s C'Nn cocks 0= ac-
::ounc; 2) '.r1J ave seoara;..= :::::-cers;
(3) [eimplcy separace ::;~r3.,::-::g, ~arke,::.::g,
~nscal:ac:.on and ~a~:::e~ance cersonnel; :nd
: ~) :'J.j t:.:~ze seoarace ::omt:lu~er and ~=ansm~s
s~on :3.c:.:~cies in t~e crov~s~on of cellular
services. (22.903 (bl ) . '1

A review of ~ommiss~on orders =elating :0 t~ese

~~les plainly reveals that :~ey were ~ntended :0 apply

to the ;; ;:gicn provision of cell'J.lar service where the

30C, ==om which the cellular ;rovider ~s be separaced,

:~ :.s only there that

the purposes underlying the separac:.on requiremencs --

~.A., :0 prevent cross-subsidizat:.on and possible inter-

conneccion discrimination -- apply.

The application of the separation requirements to

the comp=,i;;ve provision of cut ?f ;,gion landline ex-

change service by a cellular affiliate of a BOC would

serve no public policy or other purpose. Rather, ~t

would only impose duplicat:.ve costs, eliminate ef:icien-

cies, and severely restrict :he ability of the cellular

affiliate to compete and to provide new services for a

broad variety and extended geoqraphic range of custom

ers. Thus, an improper reading of these rules -- which

3 Section 22.903, aa amended effective Jan. 1, 1995,
appears at 59 ~ 59502, 59560-61 (1994) (to be codified
at 47 C.F.R. § 22.903).
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~sc:.~; =ac~=cne :ac:.:_~~es, ~wicc::es. syscems and ;er-

sonnel :=om ::s cellular ~ecworks ~~ :~e prov~sion of

:~~ serl:.:e: ~hich would precl~de S3MS :=om :~cegrac:.~g

ics ex~sc:.~g facili:ies, syscems and personnel w~ch

:hose of ::s C~ affiliace: and, ~~deed, ~hich may even

;recl~de S3MS :=om engaging :~ :he provision of local

-:xc::ange serv~ce -- is boch :~ccns~scenc ~~ch :he pur-

pose of :he rules and concrary :0 :he public i~ceresc if

applied ouc of region.

For chese reasons, as more fully discussed below,

che granc of chis Motion is in :he public inceresc and

should be given expedited creacmenc. 4

3. Compecieion in ehe ~rov~sion of Landline
Losal ;x;hanqe Sery;;= ;; in ;n= Public !tite;:sc

l. Benef;:s of C~mpe,;;;;n generally

Over ehe years, che Commission has eaken numerous

seeps eo promoce compecieion i~ che provision of cele

communicacions services. :or example, from ehe al10ca

cion of frequencies for pr~vace microwave systems eo ehe

auchorizacion of MeI as a compecicor eo AT.T, and more

recencly ehrough its efforcs in cne COmpetitive Carrier

and Pri;e Cap Performance Bey1.t:w proceedings,- che

4 The specific cerma of :he declaracory ruling SBMS is
seeking are sec forch ac Exh~~~c 4 co chis Motion.
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=~scc~er ;rem~ses equ~;menc. 7he C=mm~ss~on cas
~

=ecen~~y :~censi:~ed i=s ef==r~s co foscer compec~=~on. I

2. Compec~=ion:~ =he Prov~sion of Local
Exchanaeand ~xccange Access Serlice

Consiscen~ wich c~eir actions in ocher areas, =he

:CC, as well as a number 0: Staces, ~ave ~oved to :a-

ness, wich expeccacions of widespread availability of

compeci~ive ope ions -- boch geographically and in cerms

In the Price Cap Performance Review proceedinq, where
the Commission utilized pr~ce caps as a surroqaee for
comeetition. it nevertheless declared ~~at: "This
Commission has lonq souqht to encouraqe full and fair
competition in telecommunications markets, an~ we
continue to believe that v~qorous competition is
qenerally better able to serve the public interest than
a regulated monopoly." Notice of Proposed Rulemakinq,
In the Matter of Price Cap ?,rfgrmance Reyiew for Local
Exchange Carriers, 9 FCC Rcd. :687 at , 94 (1994).

5 For an hiscorical review of the Commission's efforcs
to encourage competition in the lonq distance market.
~ Notice of Proposed Rulemakinq, In the Matker of
Compe;itign i d the !deerska;e !n;er:xchange Markecplace,
5 FCC Red. 2627 ae " 4-93 (1990).
6
~, ~.g., Oecision. In the Ma;t:r of ;he gse 9f ;~e

:ar;:r;one pevi;e i d Message ;gll 7elephone Serv.c=, ~J

:CC ~d 420 (1968) \allow~ng cuseomers co acqu~re and use
ineerconnecting devices) aff'd ~ recon., 14 FCC 2d 571
(1968); Report and Order. !n ;he Ma;;er of Furnishing cf
Cus;cmer Premises Eguipmen; by the gell Opera;ing
7elephone Companies and the !ndependen; Ielephone
Companies, 2 FCC Red. 143 (1987) (removinq the
seruceural separation requiremenes from che SOCs'
provision of CPE), reson., 3 FCC Red. 22 (1987).
7
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[W]e are :~=mly c=mmic:ed co che ~apid

incr=duc:~=n 0: c=mcec~:~on ~~ l=cal exchance
markecs. Compeci:ion should produce lower 
pr~ces. :~prove services. and y~eld an innovac~,e

and broadly access~ble communicae~ons necwork.
Order. :ti c;e Ma,;er gf Roches,er ;:lephoce
Corporae;qnj P,:;:;on :or Wa~yers cq !mplemen;
Its Cpers ~arkee ?lan, FCC 95-96. :995 WL :~1438

ae , 13 (released ~arch 7, 1995).6

7he markeeplace ~eali:'l ~as chua far :een scme-

whae :~miced, ~owever, since compeei:ive access prov~d-

ers ('ICAPS") have in mose cases built facilicies concen-

craeed in che cencral business seccions of major c~ties

and focused on serving che largesc cuscomers in chose

areas, ~hereby depriving small businesses and residen

tial cuscomers of the benefics of compecition.

Unlike CAPs, SBMS's cell~lar ~eework fac~li:~es

~rov~de ubiquitous geographic coverage co its c~aeomers.

SBMS has conscrucced cell sices cnroughouc all geo

graphic areas of ehe markees it serves, covering subur-

- ban and rural area. as well as che downeown business

seceors. Each cell siee is linked to a swiech by fiber

opeic or ocher landline crunks (or microwave facilities)

a As summarized in ehe aeeached Exhibie ~2, a number of
the·seaees in which SBMS prov~des oue of region cellular
service have reached ehe same conclusion.
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:~ly ~eeci ~= be c=nnec~eci :~ c~e cl~sesc =~l: s~c=

~rder c~ be l~nked ~n:o c~is backbone necwork.

Unlike CAPs, SEMS also has ~undrecis of :~ousands

of =esiden:ial and small business cus:omers, ~n addi:~on

co ics large business cuscomers. SBMS has exis:ing

business =elacicnships and goodwil~ ~ich chese cusccmers

addi:ional services co chem and service cheir accouncs

would be more economically actrac:ive, more likely co

succeed and, eherefore, also more likely co reach ehem

wi:h compeci:ive choices sooner chan waiting for a CAP

co expand.

To reach and serve an enci:e market -- large and

small businesses, and =esiden:ial cus:omers -- and :0 do

so economically and quickly -- SiMS needs both co use

i:s exiseinq cellular facili:ies and co build or

otherwise acquire and ~nte9race new leased or

constructed facilities, for che provision of CLLE

service. These facilities include ica backbone ne:work

linkinq exiacinq cell si:es. With one (or more)

sophisticaced swicches already in place in each markee,

SiMS could rapidly provide swicchinq capabilicies, so

thac new services could be offered beyond the services

made available for resale by che exiscinq LEe.
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~eed :cr c~sccmers ~c ;urc~ase dupl~cace landl~~e and

~ireless services (~.g., enabli~g chem to purchase enly

one voice mailbox c~ac ~as messages from calls made to

che cuscomer's office, ~ome and cellular phones).

!ncegracing wireless and C~ service in this

~anner ~l.ll :aci~~:ace ene-step shopp~ng. :or example,

new generacion CPE, such as SBMS's :reedomLinkM
• which

operaces as a cordless phone cied :0 the landline syscem

wichin a building and as a cellular phone when taken

oucside, could be made available along wich supporeing

wireless and landline services, all from a single

source. Also, if someching goes wrong, one repair per

son could be dispacched regardless of :he source of :he

proclem -- the wired necwork. :he wl.reless necwork. or

the CPE. The cuscomer could also receive only one bill

covering all of these services and equipmenc. which

might be for a lower combined amounc due co ehe lower

cosc of reaching and serving :ha cuscomer and the avoid

ance of unnecessary duplicacicn.

Aa explained in chis ~oc~on. SBMS ancicipaces

firsc prOViding CLLE service ~n Rochescer, New York.

Inicially, locaL exchange serv~ces will be purchased

from che exiscing LEe, Rochescer 7elephone Corporacion


