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Re: Ex Parte Meeting
CC Docket No. 98-183 /

Dear Ms. Salas:

On February 14, 2001 the undersigned, Cindy Ford of BellSouth and David Hostetter of
SBC met via teleconference with Jodie Donovan-May and Ann Stevens of the Common Carrier
Bureau and Andrea Kearney of the Office of General Counsel regarding the above referenced
proceeding. USTA responded to a question raised by Commission staff as to whether a common
carrier, such as a LEC, could bundle basic service and enhanced service and offer it at one price.
USTA explained that a LEC can bundle basic service and enhanced service so long as it also
makes the basic service component of the bundle separately available at its tariffed rate. 1

The Commission defined bundling in its 1998 Further Notice of Proposed Rulemaking
(FNPRM) in this proceeding to mean "selling different goods and/or services together in a single
package." LECs are not prohibited from offering an information service that is constructed from
telecommunications functionality and enhanced functionality. In fact, this is the way that
enhanced or information services are generally offered. Even the 1996 Act defines an
information service as being offered "via telecommunications." Congress clearly intended that
the information service provider obtain the telecommunications service and add the

I Paragraph 231 of the Second Computer Inquiry states that "By removing other carriers from the separate
subsidiary requirements of the First Computer Inquiry, they are now able to offer basic and enhanced service
through common computer and transmission facilities. However, an essential thrust of this proceeding has been to
provide a mechanism whereby nondiscriminatory access can be had to basic transmission services by all enhanced
services providers. Because enhanced services are dependent upon the common carrier offering of basic services, a
basic service is a building block upon which enhanced services are offered. Thus those carriers that own common
carrier transmission facilities and provide enhanced service, but are not subject to the separate subsidiary
requirement must acquire transmission capacity pursuant to the same prices, terms and conditions reflected in their
tariffs when their own facilities are utilized." 77 FCC 2d 384,474 (1980). [Emphasis added].
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enhancement. When a LEC or other information service provider offers information services to
customers, they are not providing a telecommunications service to those customers, they are
providing an information service, even though the information service may rely upon an
underlying telecommunications service. As the Commission points out in the FNPRM, the LEC
must offer the telecommunications service it uses in the provision of the information service to
other information service providers at the same price, terms and conditions it provides to itself.
However, this is not a bundling restriction in the same context as, for example, the CPE bundling
prohibition.

Therefore, a LEC is permitted to market a telecommunications service and an enhanced
service as a package and at a package price so long as the telecommunications service is also
available on an individual basis. 2 For example, a LEC is permitted to market basic local service
and voice mail at a package price so long as it also makes the basic local service available
separately at its tariffed rate. If the telecommunications service portion of the package is
regulated, the package price must, at a minimum, cover the price of the tariffed component of the
package. The telecommunications service cannot be offered at a price lower than its tariffed
price and the regulated service cannot subsidize the nonregulated service. If the package price is
less than the sum of the individual components' stand alone price, the full tariffed rate is imputed
to the package price and treated as regulated revenue, effectively leaving the nonregulated
component to absorb the full amount of any package discount.

In accordance with Section 1.1206(b)(1) of the Commission's rules, two copies of this ex
parte letter are being submitted to the Office of the Secretary. Please include this letter in the
public record of this proceeding. If there are any questions regarding the submission, please
contact the undersigned.

()(::Zcx1U
Linda L. Kent
Associate General Counsel

cc: Jodie Donovan May
Ann Stevens
Andrea Kearney

2 Pursuant to the Second Computer Inquiry, certain common carriers were prohibited from offering enhanced
services on an integrated basis. For example, BOCs were required to offer enhanced services only through a fully
separate affiliate. Thus, the LEC entity of a BOC would not have been able to offer a bundled enhanced service and
telecommunications package according to the Second Computer Inquiry. However, under Computer III, the
separate affiliate requirement for BOC provision of enhanced services was eliminated, subject to BOC compliance
with certain non structural safeguards. Accordingly, the LEC entity of the BOC is permitted to market a
telecommunications service and an enhanced service as a package at a package price so long as the
telecommunications service is also available on an individual basis.
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