


BellSouth's Petition
• On 12/09 BellSouth filed an Emergency Request for Declaratory Ruling To

Preempt State Commission regulation of Broadband Internet Access Services.
• State commissions in Florid~ Kentucky, Louisian~ and Georgia have ordered

BellSouth to provide wholesale and/or retail broadband services to CLEC
UNE voice customers and have dictated the rates, terms and conditions for
those services.

• These state commissions have required BellSouth to provide either its
wholesale broadband transmission or its retail broadband Internet access
service over UNE loops leased by CLECs (either on a stand-alone basis or as
part of the UNE platform ('''UNE-P'')).

• These decisions violate the Triennial Review Order, which expressly holds
that ILECs need not provide data services on CLEC UNE voice lines, see 18
FCC Rcd at 17141,' 270, and they are contrary to Congress's policy of
maintaining a '~vibrant and competitive" market for Internet services
"unfettered by . . . State regulation."



Violation of Commission Rules

These state decisions violate this Commission's rules and orders

for at least three independent reasons:

• First, the Commission held in the TRO that incumbents are not
required to provide broadband services over the same UNE loops that
CLECs use to provide voice services.

• Second, the Commission's Computer Inquiry decisions have
established that interstate information services should remain free of
public-utility regulation.

• Third, federal law is clear that state agencies generally lack authority
to regulate interstate telecommunications services.



State Regulation Problems

• State-level regulation of broadband Internet access
services creates a patchwork of regulatory burdens
and will prevent the Commission's development
of a national Broadband framework.

• The uncertainty and inconsistency that arise from
state regulation of interstate information services
will diminish facilities-based broadband
competition.



» The FCC rVlust Act Quic~lli~i

• ,An expedited decision is necessa~i'to: e'nforce'
Congress' express determinatiIDrfll"t<D>pre:serve tme
vibrant and competitive free mauT~etltlhat JPresel"1tl~

exists for the Internet and other inte:nacti~e' C0m'@lLIten
services, unfettered by Federal or",Statenegulation."
4,7 U.S.C. 230(b)(2).

y Absent FCC Intervention, comwUamc:e with state
regulation of DSL services willi 6<0:81,: 0'1"1 aMerage,
$1500 for each CLEe voice clllstbm'erT'wtru[) receives:
BeliSouth's DSL or FastAccess'.
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» Regulatory Landscape

Regulatory Status: DSL witthlllNE

Flbrida (existing FastAccesssubs OE1IY.j
• I BellSouth shall continue. to provide its ....•..

RastAccesslnternet Service to end •
users who. obtain voice' service from [a
aIJEC] lover UNE loops and UNE-P I

• ,BellSouth will comply by placing I
RastAccesson a 'separate loop

• 'Appeal pending

Louisiana (existing and new)
.'WholesaleandFastAccess on UNE-P

for existing and subsequent wholesale
and FastAccesscustomers

• i Some price flexibility possible I.
• Must be implemented by 6/03 - appeal

tobe filed

Kentucky (existing and new)
·'Wholesaleon UNE-P

.' Must be implemented ,when PSC
approves Cinergy contract - appeal to
be filed

.' Not required to sell FastAccess in KY

Georgia' (existing and new)
.'Wholesale and FastAccess for existing

and subsequent wholesale and I....
FastAccesscustomerswho do not j"
select BellSouth as their voice provider

.,i Pricing flexibility I
'., At:lpeal pending

Illost;

-GA,

UndecidedWon

•
Alabama

• ITCi\DeltaCom arbitration'
pending

I • i
I

-FCC - AL l-i..
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, U. 111I'Ii

- NC - MS ·:lLAI, I
• I ! i_SC _~:YI i ,I
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Tennessee
• PSC ruled that they have

no jurisdiction over
broadband and will not
require DSL over UNE-P

South Carolina
• PSC ruled that they have

no jurisdiction over
broadband and will not
require DSL over UNE-P

FCC
• Clear ruling in favor of

BellSouth position

North Carolina
• NCUC comments in 271

docket recognized that the
FCC clearly stated ILEG
has no obligation to provide
DSL over UNE-PNCUC
added there was not
sufficient' reason to jettison
the FCC's prior rulings on
this matter



» Regulatory Landscape

• Kentucky ill A case in point:
-lgLou

I. Complaint case. ISP claimed, interalia, tiered pri~ing in FCC IDSIL
'tariff discriminated in favor of BeIiSowtrn;'s,owndS'P

I. ,PSC ordered BeliSouth to modify the:itiered stnuetuneto Kentucky,
specific 'levels.

,. At the time, lowest tiered price requir,edvolume:0f40l000 lDSL
circuits.PSCordered BellSouth to IGwen'ttlat'tnreshold "so, that
within Kentucky,all competitors haVe!anI0~pol1tlllnity to; receive IDSli.
for a comparable price."

• Rather than continuing to contest the: issue,lBeIlS@uth.: removed the
tiered pricing from the tariff.

- Cinergy
I. Required BellSouth to provide wholesalelJlSIl over Uf\JE-P
• Required BeliSouth to include language ensuring l'tnatBeliSoutrn

provide'DSL under the same rates andl,terms: as: were in effeet on
the date of the Commission's order.

r''hr·~·'\, '\~."N.'~!itl '.>I~"'<·U'>'1"'1'("~"'f""'rH\:~' 0;;~~-4:~i',,:' 'ij~ _~,~i -~,' i: 1! I' i ' I, ,: I
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» RegLllatory Landscape

BeliSouth DSLwith UNE Conl!JPliarnc:;e S'lLlmmary
.- ....... - ".-._" ... _."-" --.'.- .-~ ''''''-.- .".,. ".' .- - .. ",.-= - - - .•. _.~ . - .. -~ - ,.. .,...,... -. .. ...... ._.

! !
!

State Florida Louisiana Kemt!UGk~'
t GeorgiaI !

I I
What we're FastAccess only VVholesale DSL Wholesale (J)SL Wholesale DSl

ordered to Transport Transpmtoniy Transport
.

provide FastAccess FastA,ccess
I

Type of Existing New and New and New and

customer FastAccess existing existing! existing
Gustomers only wholesale and wnolesale wholesale and

FastAccess customers' , FastAccess
customers customer

CLEe Voice UNE loop and UNE-P llH\!E-P' UNE-P

Line Type UNE-P

'" ._----- -
Pricing No pricing Limited pricing NQ'pridng: Umitedpricing_J fiexibili~ flexibility flexibiliity, for Fiexibility

• _ '"._0 .,.___ - - ..._0" _ .. __ -'0"

wh~~esale'DSL. I.

l~
,i.!.\~
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> Cost of Compliance

'Elf~~S~Jfrl,JiH(~i

BeliSouth's,ability to compete in the broadband:marRetplace:againstthedominant
provider, cable, is being seriously undermined b~, the:reall0catibnl of resources that
BellSouth must commit to implement and complYI'witnlthese state broadband
regulations.
This reallocation of resources is delaying BeIlSouth's"de",el~pment and! offering of
new broadband products in competition with others,
State regulation of broadband services calls intol qIJestion :tl1e :prQpriety 0f further
broadband investment.
In addition to the above, BellSouth will also incur'the:fbllowing, direct costs,to
implement the state commission rulings:
- Design and implementation

• Interim solutions to meet tight regulatory compliance:9\,Jidelines
• Long term solutions to mitigate costs associated:withextensive, manual processing

- Manual processing costs
• Internal customer support groups

- Training
- Daily administration

- System Development
• Developing Requirements
• Writing and testing software code
• Scheduling and prioritizing into pre-existing releases

Additional costs caused by state broadband regplation!
- Disruption in product portfolio
- Lesser service quality
- Legal/Regulatory Defense

•

•

•

•

•



» Cost of Compliance
Design and Implementation
• Interim Solutions:

- Kentucky: Develop process for manual processing lofi
billing adjustlTlents

- Florida: Standalone FastAccess had a dedicated
implementation team that worked non-stop for 120 days.
to implement the interim solution

- Louisiana: Dedicated project tearrl worked to iinplernent
the LA specific solution in 60 days

- Georgia: Dedicated project team is currently
developing implementation plans

• Long Term Solutions:
- Standalone Wholesale and Standalone FastAceess;
process requirements being docurnented and develbp.ed
for nlid year 2004 release in multiple systems

- KY/LAJGA DSL over UNE-P coordinated soluti0n being!
developed and implernented in multiple systems fonfEOif'2Gl04

l~~

Cost:$100k

Cost: $750k +

Cost: $250k

Cost: $550k

Cost: $3.7M +

Cost: $"IM +

'(ci ".W C··/1"1I11: 'I"'TrHiLlJL ~!~..J'lU~ II! ',I



»Cost :o,fCompliance

MaFlual iProcessing
• Inter:im,Solutions:

- Kentucky: Ongoing manual billing adjustmentsi Cost: $tOkimonth
- Florida: 8edicated internal and outsourced worKgroups
to handle interim manual process flow Cost:: $70klmonth
- Louisiana" Additional internal headcount to handle exceptions
and "fall Qut" from interim solution Cost: $20klmonth

• ISPs also must shoulder significant processing costs
to handle exceptions and cancellations

- Georgia: Additional internal headcount to handle!exaeptionsi
and "fall ouf' from interim solution Cost: $40k/month

• Long Term Solutions:
- Staff augmentation to support customers througt'a:the'
Standalone FastAccess process
- Additional staff required to support the integrated
KY/LAIGA DSL over UNE-P solution

~,'8'

Costi$1.5Ml/year

Cosli$750kIyear

,~w::i!t "lit,' ~""'fI",."n·6~rrH",~~L-:l,~LlU'in':1



» Cost of Compliance

.System Development
• State orders have required changes to multiple P>re;.ordering~ CDrdering,

Provisioning, Maintenance and Billing Systemsandltheir associated' processes
- Pre-ordering: 'Loop Qualification, CRM (Web, Agentandl'API tools)
- Ordering: SOEG (Web and API), BIAS, CRM (Web; AgentiandAPI tools)
- Provisioning: BASS, BOM, SOCS, SOER, OPEC
- Maintenance: eRepair, BONS, SARTool
- Billing: CRIS, Manual billing adjustments

'.,,~y,' 1".# ~r,."'Il. .'t'''''')·l.·.Jr,.. '1lf''~".' '-I;~l~ ;};~: ;W~t i ',I r'! ~...~\,~~ , ',.. ,.. ;.). j'j(5;~
'\1.......-;, L

Lost Product Development Opportllmities
• All System Releases are loaded with new productde\lelopmentand network

improvements that must be re-prioritized to meetl.regulat01¥1 mandates. This
impedes BellSouth's ability to be competitive ag,ainstleablemodem service.
Examples of delayed or impacted products are:

- 3Mb Residential DSL

- Automated service upgrades

- Business Class Service Improvements

- Shared Services model for ISPs

- Multi-Service Gateways, and G.SHDSL
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~X~:i"'- ' Oost of Compliance

Product Disruption
• All new products (even regulatory mandated produats) must be.' rationalized and

presented to the customer as part of a portfolio. HaJ1)t1azaroi r~g~latory rules
often do not provide clear guidance on how to handle;

- Residential vs. Business product compliance
- Conversion between non mandated and mandated Iproducts.andlvice versa
- Speed changes and other vertical service coordination I(Home't1'!etworking,

Security, etc.)

- Non-recurring and recurring pricing to the end~user~ ISP'and/oliCLEe as a result
of increased costs

- Impact on competitive flexibility

• All new competitive products must be testedforoompliance !with ever
increasing regulation

(5:)\
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C'ost of Compliance
.. In order to comply with the State PSC orders:, ESellS(j)uth has had to

rush together entire new products and proaesses altha expense of
customer service quality.

- IniLouisiana, BellSouth did not have sufficient time to develop the proper logic in
its Loop Qualification system, and qualification aceurac~,has suffered, Many
end-user customers who cannot get DSL service:withillJNE-P(tJecause their
CLEC has not adopted the available languag~)lfalsely,q\Jali~lin BeIlSouth'!sLoop
Qualification system. The solution is currentl}ul)eihgiaevelqpedl

.... In!Florida, in order to comply with the FL PSC manclateto continue, tb·provide its
FastAccess service to customers whose voice!serviae:isprovidedibyeither a
UNE-P, or a UNE-L, BellSouth was forced to limplementla,Stane:lAlone DSU
product in record time. This new product req\Jiredlthe:creationof a new
'voiceless' line that utilizes custom developed customer premises equipment,
and the transition of the end-users FastAccessservice!tb:the:1rnew!facility, priorto
the conversion of the voice service to UNE-P:'on UNI±-L. Evemthoughthe
process is working, and compliant with the FU P$~:onder, ,BeUSbuth has initiated
a process improvement team to attempt to stteamline:ithe:significanti number of
manual steps involved with this conversion.

(~)
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» S.ummary

• BeliSouth has incurred over $1.5M in costs to comply wittl the:IlA, FL and:K'¥DSL
with UNE orders. With interim process supportilGostiaveraQJing over $t00k1month.

• BellSouth is incurring nearly $1500 in costs foreVeJ~Neustbmerthat has maintained
their DSL service when converted to either UNE';'W:mnIUNEE·dl ,service with a CLEe.

• BellSouth is facing over $5M in additional costs:to complww,ith:ttileseimproper state
orders.

BeliSouth urgently requests that the Co'mrmilssi0n is:sue a
declaratory ruling specifying that:

1. State commission decisions requiring ILE(];s ,tb:1provide:'broadband Internet
access to GLEG UNE voice customers are.contraryr'toltlie Triennial Review
Order and thus preempted;

2. State commission decisions requiring the provision oftJroadoand Internet
access to GLEG UNE voice customers impmse~r;egplatibnlon:interstate
information services are in contraventionilofi:this Cammission's orders; and'

3. State commission decisions specifying the'itenms,al1d conditions under which
ILECsprovide federally tariffed broadband:itransmissiall:eithefl on its own or as
part of a broadband information service ilitrudeQnlthis,Commission's
exclusive authority over interstate telecommuniaations and are thus
preempted.
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