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PROCEEDI NGS
CHAI RVAN KENNARD: Good norni ng and wel cone.
Wel conme to the Conm ssion's En Banc Hearing on bandw dth.
" mdelighted that we have so nuch interest in this subject.
| truly believe that encouragi ng nore bandw dth,
particularly, to residential consuners in the country, is
the next great frontier in conmunications policy.

As | was saying, bandwidth is the great -- the
next great frontier in conmunications policy. And | want
the hall mark of this Comm ssion's work to be that we
encourage the conpetitive provision of high speed networks
and services using any appropriate technology for al
Anmeri cans wherever they live, at hone, at work, in schools,
libraries, hospitals, whether they live in cities or in
rural areas, on reservations. Wuerever there's denmand,

t here shoul d be bandw dt h.

There are a wide variety of firmnms using various
technol ogies all wanting to provide high speed networks and
services. And | believe it's inportant that all of these
firms, whether new entrants or established providers, be
able to conpete w thout being constrai ned by burdensone
regul ation or being held back unfairly through the exercise
of market power by those who control essential bottleneck
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facilities.

One of the great challenges that we have at the
Comm ssion is creating a regulatory environnent, a de-
regul atory environnent where all these various technol ogi es
can conpete in the nmarketplace, because nany of them want to
provi de the sanme services, whether they are wireless, wre
l'ine.

And we're dealing in a legal framework where
conpani es conpeting to provide these services are con ng at
it fromdifferent regulatory baskets. If you're a cable

conpany, you're comng at it under Title VI of the

Communi cations Act. |If you're a wireless provider, you're
comng at the problemfromTitle Ill. |If you' re a tel ephone
conpany, you're comng at the issue fromTitle Il. But

fundanmental |y, the end-user wants the sanme type of services.
So, that's our chall enge.

And if we do our job right, Arerica will have a
conpetitive bandw dth market. And that will mean the best
hi gh bandw dt h networks and the | east regul ations.

W' ve designed this proceedi ng today to explore
the various opportunities and chall enges that various
industries face as they try to roll out high bandw dth
capacity. W're going to have three panels today. W have
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one on wireless access, one on wre |line access, and the
third on backbone transm ssion.

What 1'd like to do is ask our panelists on each
of the panels to give a short, five mnute presentation.

And after we conplete one of the panels, we'll have sone
Qand A. I'mgoing to ask all of the panelists to introduce
t hensel ves at the beginning of their presentations. So, |
won't introduce you now, but please give a brief

i ntroduction of who you are and who you represent when you
make your presentation.

We have a tinekeeper, LaVera Marshall, very
experienced in these matters, who is going to keep everybody
on track. And | would also |ike to direct everyone's
attention to the diagramthat we have up here, which depicts
the alternative ways in which a custoner can use the network
to connect, either wireless, wire line, and then you have
t he backbone transm ssion there on the right.

| will conclude nmy opening remarks now and ask the
ot her Comm ssioners if they have anything to say in opening.
Comm ssi oner Ness?

COWM SSI ONER NESS: Thank you, M. Chairman. In
Section 706A of the Tel ecommuni cations Act, Congress
requi red the FCC to encourage the depl oynent on a reasonabl e
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and tinely basis of advanced tel ecomunications capability
to all Anericans. And today, we begin the task of
ascertaining the progress of and the prospects for

depl oynent of broadband capabilities.

When the Tel ecom Act was passed, it was w dely
beli eved that cable would conpete for tel ephone business,
and telco's would conpete for the video business. There's
only been a little bit of that today.

But both industries see a big business in neeting
the grow ng demands for bandwidth. And this is where the
growt h opportunities of the two industries intersect, and
this is where | think we're going to begin to see, as we've
al ready done, conpetition taking place. Indeed, there are
tremendous signs of conpetition comng. W see investnent
taking place in the infrastructure to be able to produce the
br oadband capability.

So, | foresee in the not too distant future that
consuners will have an opportunity to choose their broadband
supplier. But | hope to |earn today what we can do to nake
this a w despread phenonena.

Part of this challenge is |earning which rules we
need to enforce, and which rules we need to sweep aside to
pronote this kind of devel opnent. And although we have
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several 706 petitions that have been filed by tel ephone
conpani es that are pending today, this isn't just about the
telco's. It's about ILEC s and CLEC s and cabl e and
wireless and satellite. Al of these industries have a role
to play, and |"'mreally glad to see that there is broad
representation on this panel concerning broadband
t el ecommuni cati ons.

So, thank you very nuch for convening the panel,
M. Chairman.

CHAI RVAN KENNARD:  Thank you, Comm ssi oner.
Comm ssi oner Furchtgott-Rot h?

COW SSI ONER FURCHTGOTT- ROTH:  Thank you, M.
Chairman. | would like to wel conme our guests to the FCC. |

know many of you have cone from far away, that you have very

busy schedules. It is a great honor to have you here.
hope we all learn a |lot today, and | hope that when you go
back to your businesses, that you'll be able to say that

you, too, have | earned sonething here, and that this has
been a worthwhil e exercise for you. Thank you very nuch.
CHAI RVAN KENNARD:  Thank you, Comm ssi oner.
Conmmi ssi oner Powel | ?
COWM SSI ONER POVELL: Thank you. 1'll keep ny
comments brief. | just would like to say that in addition
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to welcom ng the panelists, that | think this is an
extraordinary crossroad in our intellectual thinking with
regard to communi cation services, and we should keep that in
mnd. In a sense, the beginning of crossing the rubicon,
sort of leaving the world of |egacy systens and their
inherent Iimtations not only in technol ogy and the kinds of
commruni cation services we provide to the public, but as well
in the regulatory structure that was built up and served
well, and to a great degree, adm nistering national policy
Wi th respect to those sorts of systens.

And so, this really is one of the many opening
salvos of an inportant transition, both in terns of the way
we provide conmmuni cation services and the way that we
regulate them And so, | look forward to hearing fromthe
panel i sts.

CHAI RVAN KENNARD:  Thank you, Comm ssi oner.
Comm ssi oner Tristani?

COM SSI ONER TRI STANI: M. Chairman. Section 706
tal ks about the point bandwidth to all Anmericans. And |
want to stress, M. Chairman, all Anericans. W know that
the big cities and the densely popul ated areas are going to
attract the conpanies and the conpetitors quickly. M
concern is that the rural areas, and there are many, many
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rural areas in this country, benefit because they are part

of all Anmericans.

| have to mention ny state, New Mexico. It's the
fifth |l argest state geographically in the nation. It has
1.6 mllion inhabitants. It has 33 counties. One of the
counties is bigger, | believe, than nore than 10 states, and

it has about 900 inhabitants. Those are hard areas to
depl oy, too, but 706 doesn't make differences between areas
in this country. It talks about all Anericans.

So, I"'mparticularly interested in hearing how you
can neet the challenge of deploying there. That's point
nunber one.

Poi nt nunmber two is that Section 706 tal ks about
depl oynent to schools and libraries. And | think we need to
keep that in mnd. Congress w sely put that parenthetical
there. And with that, 1'Il nmake it brief and | ook forward
to our panel.

CHAI RVAN KENNARD: Thank you, Comm ssioner. |'m
pl eased that we have such a high | evel group of panelists
today. And so, wthout further ado, M. Hooper, would you
like to get started?

MR. HOOPER  Thank you, M. Chairman and
Comm ssioners. It's a pleasure and honor to be here today.
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My nane is Steve Hooper, and | wear two hats for the Craig
McCaw fam |y of conpanies. | amthe co-CEO of Tel edesi c,
and chairman of the board of NextLink Communi cations.

Fortunately, for conpetition, but maybe
unfortunately for us, NextLink and Tel edesic are two of
hundreds of new conpani es that have been spawned since the
Tel ecom Act of 1996.

Tel edesic is a facilities-based provider, fibre
optic systens and digital switching. W're in about 32
mar kets and 10 states today. And Tel edesic, of course, is
all about building a broadband network in the sky through a
constellation of low Earth orbit satellites, 288 in a
constellation, that will bring, Comm ssioners, broadband
access to every rural honme in this country, to every
hospital, every library, in a way that is nore cost
ef fective than just about any ot her technol ogy because of
how it has to be depl oyed.

Now, you m ght wonder how a systemin the air and
a systemin the ground are anywhere close to being in the
sanme ballpark in serving these custoners. But really, we
view it as just two additional conpanies battling for
bandwi dth growth in this country and fighting against the
i ncunbents who have a stronghold on the business today.
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10

In addition to NextLink, part of the next job
famly of conpanies, we have NextBand which recently
purchased 42 LMWS |icenses covering about 50 percent of the
U.S. population, as well. So, we have a collection of
assets that either by air or by |land, we believe we can
of fer broadband service to custoners throughout the country.

Now, it's sonmewhat ironic that before the
Comm ssion, you have petitions fromsonme of the ILEC s that
on one hand, say that conpanies |ike NextLink and other
CLEC s are fierce conpetitors in providing broadband
advanced communi cation services to custonmers. Yet on the
other hand in different proceedi ngs, you have before you,
those sane ILEC s, saying things like, "W won't provide
t hose services that we don't have the wherewithal to do it."
And | would argue on both counts that they are w ong.

First, conpanies |ike Tel edesi c and NextLink and
others represented on this panel, nust provide advance
t el ecommuni cati on services because that's what the custoners
are demandi ng today. Broadband is growing at a rate, sone
say on the Internet, it's doubling every 100 days. And our
custoners are denmandi ng these kinds of services. And in
order for us to conpete effectively, we nmust do it.

The ot her aspect of their claim | also believe is
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11
untrue. And that is, the Tel ecom Act of '96 and this
Comm ssion's pro-conpetitive activities have really spawned
conpetition. And as a result of that conpetition, you have
the ILEC s providing advance services that they weren't
pl anning to provide before that.

Just as an exanple on this table, there are six
conpani es represented here today that weren't here four
years ago, with the exception naybe of Tel edesic, that's
been around since 1990. Four of those conpanies in the |ast
24 nonths, have raised over five billion dollars in the
capital markets to provide strategic assets in this country
to depl oy broadband capabilities that weren't even thought
of 24 nonths ago. So, the pro-conpetitive nature of this
Comm ssion and the Tel ecom Act has really nmade that happen.

Teledesic, as | said earlier, is a 288 satellite-
based I ow Earth orbit systemthat is to bring broadband
access. Again, based on the nature of low Earth orbit
satellites, we cover every square inch of the globe as a
result of what we do. So, we can provide at the sanme cost
structure, a hone in Montana or in New Mexico, where you
have 900 residents in those |arge counties -- at the sane
cost structure, we can provide access to a business in
Manhattan. So, we have a great technol ogy that can provide
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12
t he kinds of services that you' re | ooking for.

On the NextlLink side, we also have the capability
of providing high speed data access. About 20 percent of
the custoners today at NextLink are on our own facilities.
We have high speed networks that we're deploying. But
unfortunately, 80 percent we have to use the incunbents’
local loop. [It's just not economcally feasible to build
out everywhere overnight in this country. So, it's critica
that we have access to those facilities. Not just to the
pl ain services that custoners want, but also to the advanced
services. |If we're going to serve all of Anerica with these
facilities, we need to have access to those networks that
the LEC s control

So, based on our situation where we want to take
br oadband comruni cati ons, we have a couple things that we
woul d recommend t he Comm ssion do. First, we would
recommend that the Comm ssion deny the certain | LEC
additions that are pending before you today. W think that
the body of law that is envisioned in the Tel ecom Act and
the rules that you have inplenented thus far, is providing
for effective conpetition. And to elimnate sonme of those
regul ations would nmake it nore difficult for conpanies |ike
Next Li nk to conti nue.
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13
| see the red light is on, and that neans | nust
cease, | guess.

CHAI RVAN KENNARD: Thank you. M. Chrust?

MR. CHRUST: Good norning, M. Chairman and
Comm ssioners. And thank you for the opportunity to appear
bef ore you.

My nanme is Steven Chrust. |'myvice chairman of
WnStar, a wireless conpetitive | ocal exchange carrier. By
way of introduction, WnStar Comrunications is a nationw de
CLEC with broadband licenses in 38 gigaHertz spectrum
covering the majority of the commercial popul ation and nmuch
of the residential population serving small and nmedi um si zed
busi ness custoners, as well as long distance carriers and
ot her whol esal e custoners.

Over the next several years, WnStar also wll be
using new nmul ti-point technol ogy which currently is being
tested for comrercial use over the next 12 nonths, first to
busi ness and then certain residential markets.

Qur conpany generally offers the sanme services as
other facilities-based CLECs, but our last ml|e connection
is high capacity broadband wireless. This broadband
W rel ess connection enables WnStar to significantly expand
t he addressabl e market and offers | ower network buil dout and
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14
operating costs, because we do not need to obtain
construction permts, rights of way, dig up streets and
string fibre to poles or through conduit which itself, is a
very | abor-intensive process.

We sinply place small antennas on rooftops of
bui | di ngs where we serve custoners. W offer a full array
of broadband services to the greater bandwidth we will be
able to deliver on a nore cost effective basis than wred
medi uns.

Because we do not need access to the incunbent
| ocal exchange carrier local |oop or the ILEC switch to
originate traffic except as a transition while we construct
our network, our interconnection needs are concentrated
principally at the interoffice | evel for the basic task of
i nterconnection of our network for the |ILEC network, for
termnation to custonmers not on our facilities.

It is inmportant, though -- | can't enphasize this
too greatly, to fully appreciate the need for a transition
period which is sufficiently long to all ow the new mar ket
entrants to conpete effectively against the entrenched
i ncunbents who hold great market power and substanti al
advant ages which formsignificant barriers to entry.

Wth respect to deploynent of advanced
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t el ecomuni cations capabilities, |let nme begin by saying that
there is no doubt that the Tel ecom Act has facilitated the
depl oynent of broadband services. It tore down and reduced
many of the legal barriers that stood in the way of the
success of the conpany such as WnStar. [It's vitality,
ef fectiveness and rel evance two and a half years after its
enactment is undi m ni shed.

As a direct result of the Act's passage,
custoners' needs are rapidly reshaping today's
t el ecomruni cati ons marketplace. The first evidence of this
phenonmenon is the creation by the CLEC s of the nation's
first digital local networks in direct response to increased
custonmer demand for broadband capabilities. This represents
a major point of differentiation fromthe ILEC s who stil
rely principally on copper wire technology for the | ocal
| oop.

| mportantly, however, the conpetitive pressures
the CLEC s have brought to bear is directly responsible for
noves by the incunbents to enbrace new technol ogies and to
upgrade their networks. This is not an accident or an
anomal y that has occurred despite the Act. Rather, it is a
direct result of the success of the Act. Conpetition, not
regul atory relief is the best incentive to depl oynent of
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16
advanced tel ecomuni cations capabilities.

CLEC s today are anpong the nation's | eading
provi ders of data services. For exanple, WnStar uses
spectruns to provide high capacity broadband services to our
custoners, what we call wreless fibre service. 1In addition
to supporting such high bandw dth services, our 38
gi gaHert z- based networks and the networks of other CLECs
provi ded an additional advantage, the ability to offer and
manage unified voice and data services over a single network
infrastructure.

Wth respect to the role of Section 706 in
fostering the depl oynent of advanced tel econmuni cations
capabilities, let nme stress the Tel ecom Act has witten its
technol ogy neutral. Wen it conmes to interconnection,
unbundl i ng publication and resale of the incunbent's
net wor ks, the Act does not distinguish between data and
voice. And that was not the point of Section 706. The Act
stands for the proposition that networks are networks
regardl ess of the services provided over them

As their packet switch networks are devel oped and
depl oyed, the incunbents will not abandon their circuit
switch networks. They will nerge their existing networks
with the data networks.
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In fact, if we allow 706, doing so will subvert
the benefits technology is now beginning to offer as al
services wll be deliverable on the same network, reducing
costs and increasing productivity. For CLEC s to reach
their full potential in deploying technology for advance
services and to provide added incentive for the incunbents
to do the sanme, the Comm ssion nust make certain that the
pro-conpetitive provisions of the '96 Act, Sections 251, 252
and 271 are fully inplenented.

In addition, the Conm ssion nust insure that any
actions taken under 706 are consistent with the
i nterconnection policies and rul es adopted by nany state
commi Ssi ons.

Once you have access -- I'msorry. Access to the
| ow sensitive devel opnent of -- I"msorry. | see ny red
light, 60 seconds.

CHAI RMVAN KENNARD:  You can finish your sentence,
M. Chrust, if you want.

MR. CHRUST: Thanks. Once you have -- one of the
issues that is very difficult for us is access to buil dings
and roof rights. Absolutely necessary, it is clearly a
barrier to entry, and without the proper relief in order to
equal |y access the buildings, the roof rights -- the
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18
conduit, it will be nearly inpossible to effectively depl oy
br oadband capacity for the vast majority of buildings and
homes in the United States. Thank you.

CHAI RVAN KENNARD: Thank you very nuch. M.
France?

MR. FRANCE: Good norning, M. Chairman, |adies
and gentl enen of the Conm ssion. M nane is Maurice France.
"' m president of a conpany called Radi o Connect Corporation,
which as it inplies, is a wireless conpany, very different
from nost .

| am here representing an industry that operates

in the unlicensed bands, those presided over by Part 15 of

Title XV of the CFR | want you to know that you nade ne a
very popular man in the last two or three days. | think by
tel ephone or e-mail, I've heard fromvirtually everyone in

the unlicensed industry to make sure that their two cents
got put in here.

Also, | want to tell you that you have a real task
ahead of you. | don't need to tell you, but it's going to
get faster and faster. The nonmentumis going to be
building. W'd like to help you.

You have at your disposal a w de range of
technologies to make this thing cone to pass. | believe you
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need to use themall. And the way to win the race is to run
nore than one horse. | think you need to run all that you
have to make this work.

When we tal k about the technol ogy avail able, we
tend to always segregate it in either wired or wirel ess.
I"d like for you to take a different view of technol ogies.
There are technol ogies that are service centered. And there
are technol ogi es that are equi pnent centered. No one in ny
busi ness has any pretensions to be a service provider. W
provi de equi pnent. And nost of our equipnment is built to be
used by people who pay a capital fee for that equi pnent, and
then operate it thereafter without the typical recurring
costs that are associated with infrastructure-based systens
i ke the service oriented access bands.

We're able to do this because of enabling
| egislation and regulation fromthe FCC that has set aside
| arge bl ocks of shared frequencies. So, we don't have to
buy frequency. |It's part of the public domain, if you wll.
Because we share that, we have to use special techni ques as
| egi sl ated by the FCC to make sure that we operate in those
bands without interfering wwth others and if others don't
interfere with oursel ves.

We nmake use of a technol ogy called spread spectrum
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whi ch takes on many fornms. But all the spread spectrumthat
we use today directly or indirectly, flows froman invention
during the second Wrld War in 1942 by a wonan by the nane
of Hedy Lamarr, that many of you may know as a novie actress
of that era.

The ki nd of |anguage at that tinme, nothing nuch
was done until the '50s or '60s. And the Governnent noved
it forward in great strides for use as secure communi cati on,
cl andestine communications. And all of the aspects that
made it worthwhile in the Governnment environnment such as
janmm ng margin, which we call interference rejection, or a
m ni mum | i kel i hood of detection, we call not interfering
with ot hers because our signal is so thin and so wi de, are
of great benefit, and allow us to nake maxi num use of the
spectrumthat you' ve presented for us.

|'"d like to say that we have in our inventory, and
"our" meaning the collective industries in this Part 15
di stance area, the ability to do backbone, especially second
and third tier backbone. W have the ability to do | ast
mle, upto 20 last mles in one area. And we al so have the
ability to do the last hundred feet of wireless service in
bui | di ngs.

W would like to be able to use these technol ogi es
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or make them avail able in however we can to support Section
706 activities. The thing we would |like not to see is what
happened in the universal service fund where service-
centered activities were the only ones that were all owed for
use there. That the schools and libraries are virtually
enjoined fromusing a wreless systemthat does not have
recurring costs associated with that. And long after the
i nfusion of the capital noney, they'Il be left paying those
recurring bills. So, we would |ike to make sure that we
bring that forward.

There are barriers to what we want to do, but
there's been sone other additional enabling activities.
Primarily, the changes in the 2.4 gigaHertz band that allow
us to use higher power would gain antennas for point to
poi nt applications makes our 20 mle link absolutely
possi bl e.

We woul d say that the next step w thout
contributing any nore to the spectral density would be to
allow us to use that sane point to point technique, sane
power |l evels and a point nulti-point environnent. One
tennis player serving to one tennis player is no different
fromone tennis player volleying with four others at the
othe end of the baseline. There's still only one tennis
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ball, so we aren't polluting the atnosphere any nore.

The other thing that we would |like to see is that
sanme capability also nade available in the 5.7 gigaHertz
band where we see the real thrust beginning to support the
residential users. Thank you very nuch.

CHAI RVAN KENNARD: Thank you, M. France. W'l
now have a Q and A for just this panel. | just have a
coupl e of questions for our first panel.

M . Hooper, you had indicated that in order for
you to conpete in the broadband marketpl ace, you need | ocal
loops. And | think in your witten testinony you tal ked
about co-location space. And | guess -- and then, M.
Chrust, you tal ked about a transition period for new
entrants and a period of time where as | read you, and naybe
l"minferring sonmething here, but you envision a period
where you would get a first nover advantage in the
mar ket pl ace.

VWhat I|'minterested in knowi ng is, under what
ci rcunst ances do you two believe that the incunbents should
be able to provide these services at the sane tinme as you're
providing then? |In other words, would you endorse, for
exanpl e, a separate subsidiary requirenment where the | LECs
woul d be able to provide these services, but through a
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separate sub?

MR. HOOPER I'll address that first, M.

Chairman, and then let ny distinguished coll eague add on or
subtract from whatever | m ght say.

You know, our belief is that conpetition is the
real driving engine for new services comng to the
mar ket pl ace. So, we have no trouble conpeting agai nst
multiple people doing it at the sane tine.

Qur big concern is the individuals who have
control over the assets today that get to the last mle, if
they aren't guided or regulated -- I know we know don't |ike
to use that word, and we're trying to deregulate the world.
But if they aren't guided in such a way that we have access
to those facilities at the sanme tine they are trying to
depl oy these services, then it won't be a conpetitive
envi ronment that you're | ooking for.

So, to the extent that a separate subsidiary could
be created that it was fully open and it wasn't hiding what
the real issues are, we certainly would be favorable toward
sonething like that. But it really has to open up all of
the el enents of the network that the Act envisioned being
opened up.

And to the extent we can accommpdate that in such
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a way, that would be fine for us. But | can go on and on
with stories of how the incunbents today are nmaking it very
difficult with just the plain service to conpete. And we'd
be very concerned that if in the advanced services we didn't
have sone of the sanme protections that we have today under
the Act, that we wouldn't be allowed to conpete in a tinely
basi s.

MR, CHRUST: Excellent. | would say a few
additional itens. One is, there is a clear incunbent
advantage. It is hard to i magi ne how anyone cannot
under stand the advantage of a hundred year head start during
a guaranteed rate of return nonopoly environnment which
all ows the incunbent to capture virtually a hundred percent
of the market share.

In no way, shape or formwould | suggest that they
shoul d not be able to participate. | would suggest that the
separate subsidiary issue be taken one step further. And it
be an i ndependent conpany not a separate subsidiary. |
think the difficulty in nonitoring the relationship with a
hundred percent owned subsidiary will be virtually
i npossi ble to inplenent.

| tell you the second aspect of it is, although we
have abandoned, apparently, the notion of market share as a
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measure for the division or conpetitiveness within the | ocal
| oop, the clear bottleneck to broadband information
services, | would suggest that the issue be revisited. And
at the very least if not revisited, then a nore stringent
enforcenent of the 14 points which enable CLECs |ike WnStar
and others, to effectively produce their networks, build
busi nesses, gain nmarket share, develop profitability and
continue to raise the capital necessary to build the
br oadband | ocal capacity.

That there will have to be nore substanti al
i npl enentati on and cl ear neasurenents and inpacts for |ack
of performance if that conpetition is truly to get to the
mar ket pl ace.

The last point I'd make is that the tinefrane
under which this is likely to occur under any realistic set
of assunptions needs to be effectively understood and
evaluated. This is not going to happen in 24 nonths. It's
goi ng to happen over a decade or two. It took the
i ncunbents a hundred years to get to where they are. Thank
you.

CHAI RMAN KENNARD: M. Hooper ?

MR. HOOPER:  Chairnman, could |I add just one other
poi nt ?

Heritage Reporting Corporation
(202) 628-4888



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

26

CHAI RMAN KENNARD:  Sur e.

MR, HOOPER And that is, clearly this is a
difficult issue for this Conm ssion to address right now.
And the cautionary point | would add right nowis we -- the
new entrants are able to participate in an incredible bul
mar ket right now that's giving us the funding that we need
to build the systens. And anything that you do that woul d
potentially make the incunbents | ook Iike they have
addi tional nonopoly powers over the new entrants would
severely stifle our ability to raise funds. And it is
critical to raise funds to build out these systens.

Anal ysts estimate that 100 billion dollars wll
need to be raised over the next six to ten years in order to
rebuild the facilities in this country. That won't happen
in an environnent that doesn't provide a pro-conpetitive
situation for new people as well as the existing incunbent.
So, | would just add that point.

CHAI RVAN KENNARD:  Thank you. Unbundling -- do
you view the unbundling requirenents in the voice world as
different in the data world? |In other words, the elenents
that are necessary to provide voice are materially
different, aren't they, in voice than in the data world? Do
you want to address that, M. Chrust?

Heritage Reporting Corporation
(202) 628-4888



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

27

MR. CHRUST: | would say that if not already, in
the very immediate future, it gets rather basic. Bits is
bits. Voice is data. Data is voice. Video is data.
They're all the sanme. And to imagine -- if you may
remenber, conputer inquiry two, a few years ago, which
proved to be relatively ineffective, | believe, in dividing
markets artificially.

By trying to divide the market here by voice and
data, | think you are actually on the verge of grabbing
defeat fromthe jaws of victory by creating an artificial
regul atory environnment that will dimnish the incentives to
create broadband networks, which | think is the objective.

CHAI RVAN KENNARD: Do you need unbundling at the
swtch in order to provide data?

MR. CHRUST: | think you generally need unbundling
in order to effectively provide services as well as create
the ability of the CLEC s to create enough market share
revenues and cost covering revenues to create viable
busi nesses, just as it was necessary for MCl in the early
days of long distance to be able to resell AT&T s |ong
di stance network in order to be able to provide ubiquitous
service. Here, too, you have simlar, but nore conplicated
i ssues, where the incunbent is a nore biased bottleneck to
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t he conpetitive marketpl ace.

CHAI RVAN KENNARD: | just have one ot her question
for this panel. And that is, are any of you providing or
pl anning to provide high capacity bandwi dth to residenti al
consuners?

MR. FRANCE: You may see a brochure that |
provi ded you called WSL, WI-S L, which is our wireless
Internet service link. There's an unannounced product in
the work called WH STLER, which is wireless Internet service
to the residents. And there, we're tal king about a 5.7
gigaHertz point multi-point systemw th ADSL rates, about
700 kil obits outbound, about 150 kil obits inbound where an
| SP can divide that anong one or several or nore individuals
and provide a | arge nunber of residential server from one
smal | point of presence.

CHAl RVAN KENNARD: M. Chrust, how about your
conmpany?

MR, CHRUST: Absolutely. 1In fact, to educati onal
facilities as well, we have a whole division called WnStar
for education which is targeted to providing services and
information to schools and libraries. 1In addition, we fully
intend in time as we build a network and create nore stable
econom cs to provide tel ecommuni cation services to the
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residential custonmers within our service areas.

MR. HOOPER: And finally, M. Chairman, with
NextLink, it is today a business oriented CLEC, but we do
have plans for residential, especially wwth the LDVS
|icenses that we have acquired. But Tel edesic, on the other
hand, because of the nature of the architecture we are
usi ng, we can provide, again, the sanme kind of service at
the sane cost structure to a residence in Montana as we can
to a business in Manhattan. And that is clearly wthin the
busi ness pl an of Tel edesi c.

CHAI RVAN KENNARD: Thank you very nmnuch.
Comm ssi oner Ness?

COW SSIONER NESS: |'m pl eased to hear the
progress that has been nmade so far to provide broadband
services out there, and |I'm encouraged by that.

M . Hooper, you focus, in part, on your concern
about the incunbent provider being the bottl eneck provider,
would it not also be the case just as, for exanple, U S
West could deploy a d-slan? There's no reason why the
conpani es that you represent would not equally be able to
depl oy a d-slam and therefore, nake that service avail abl e.
Wiy would U S. West be required, if | understood your
testinmony correctly, to make that particul ar advance service
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avai l abl e at tower pricing?

MR. HOOPER:  Again, our view on the Tel ecom Act is
that there really wasn't a differentiation between plain and
advance services. So, we expected that the Act envisioned
the ability to use all of the piece parts necessary to
provi de that service.

Now, in a major netropolitan area you are correct.
We could very easily get our own electronics if we have the
conditioned |loop to provide to that service. But | would
argue that in a business start-up |ike NextLink, and we are
years away from having anywhere close to the profits of the
i ncunbents have today, in order to serve nore of the rural
areas that your colleague was referencing, it is not
necessarily econom cal .

So, in situations like that, it would be
beneficial for us to have access to d-slanms in those
envi ronnent s where because of the rate-based organi zations
t hat have these services today, they are able to do it on a
nmore econom cal and you know, sharing of cost basis. So,
you'll see us do a mx of both, but we don't want to be
precluded fromusing those facilities in the instance where
it's not economcal to do it.

COMM SSI ONER NESS: But followi ng up on the
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Chairman's question, if, in fact, the service was being
provi ded by the incunbent in a separate subsidiary, a
structurally separate subsidiary, would that alleviate sone
of your concerns that you would be dealing with a conpetitor
on equal grounds? And assum ng that the | oops including
subl oops, potentially, were a condition and available to al
on a non-discrimnatory basis, would that alleviate sone of
your concern?

MR. HOOPER: On paper, Comm ssioner, that sounds
terrific. But inreality, it just doesn't work that way.
And if the reality of today is to be carried out even in
separate subsidiaries of the future, we have a big concern
that we still won't get the kind of access that we need to
the services and the timefrane that we need them It is
just not easy to inplenent sonething like that in a hundred
percent - owned subsidiary.

If it was an i ndependent conpany, as ny coll eague
suggested, we would be nore confortable with an environnent
i1 ke that. But a wholly-owned subsidiary, that does cause
concern if we don't have the kind of relief that we
envi si oned spelled out in the Act.

MR. CHRUST: Could | add one point?

COMM SSI ONER NESS: Pl ease.
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MR. CHRUST: There's another issue. |If the
| ogi cal conclusion is that an independent entity woul d
therefore be the path by which the incunbents would be
al l owed to bundle | ong distance and bypass 271, then there's
a nore realistic market issue. And that is the pure market
power of the incunbent.

| think none of us would dispute its power in the
mar ket pl ace. | believe none of us would al so di spute that
if they were allowed to offer | ong distance i nmmedi ately,
that sonme 20 to 40 percent of the custonmer base would
probably shift in a relatively short period of tine to the
i ncunbent for the pure sinplicity of having it bundl ed on
the sanme bill. Cear evidence of the nmarket power.

If that in and of itself isn't a substanti al
barrier to entry, I don't know what is. It's hard to
measure. It's hard to put on paper, and it's hard to
physically separate. But it is the fact.

COW SSIONER NESS: If | can follow up with you,
not on this point, but on sonething else. You are providing
wireless |ocal |oop services. And in doing so at 38
gi gaHertz, you have gone to each of the state comm ssions
where you are providing service and have received
certification. |Is that correct? How difficult was that
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process?

MR, CHRUST: | would say it was not terribly
difficult. It was cunbersone, time consum ng and a bit
expensive, but not in the schene of things, terribly
difficult.

COW SSIONER NESS: | ask that sinply because we
are examning -- in another proceeding, we are exam ning the
i ssue of wireless |ocal |oop, and whet her comrercial nobile
services should have flexible use, what should be the
regul atory regime surrounding that, whether or not that is
devoid of the need to appeal to state comm ssions for
certification? And | was wondering what your experience had
been of whether there was anything the Conm ssion needed to
renove any obstacles from conpetitive provision of service?

MR. CHRUST: Well, ours was not for nobile
service, obviously. It was for fixed local loop. And it
was essentially to provide it as a CLEC, not necessarily as
a wreless carrier.

COWM SSI ONER NESS:  You rai sed your hand, M.
Hooper.

MR. HOOPER:  Yes, Conm ssioner. Again, the
certification process itself is not a specially taxing
activity. It's time consum ng.
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The thing that is bothersone in this process,
however, is the franchising activity that goes on at the
local city level. That is becom ng a huge burden for us and
a real inpedinent to providing a cost effective alternative
to the I ocal service, where we are asked to pay, you know,
substantial percents of revenue where the incunbents,
because they are under different regulations, don't have to
do that.

That takes away a | ot of the advantage we woul d
have in lowering prices to the custoner, because we are now
bei ng asked to add on rather substantial franchising fees
that sonme of the incunbents don't pay.

COW SSI ONER NESS: It sounded as though the
courts have begun to address that just this past week.

MR. HOOPER  Yeah, this past week. So, hopefully,
that will be an indicator going forward. But that has been
a big issue for us.

MR, CHRUST: It's inportant to understand that
there is another barrier that I'mnot sure whether it fits
under the purview of the Conm ssion, but it is clearly a
barrier which needs to be counter-bal anced to sone degree.
And that is the ability, as | said at the end of ny prepared
remar ks, to access buildings and conduit wthin the
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buil dings. dearly, the incunbents can cone in free and
liability free to every structure in the United States.

We, on the other hand, conme in with the apparent
dol l ar sign stuck to our forehead and seen as an econom c
opportunity. Now | would say that it is fair on the part of
the real estate industry to see us as an econom c
opportunity. Al 1'd like to see is equality.

COWM SSI ONER NESS: Do you believe that the
Comm ssion, under the Tel ecom Act, has the authority to do
anyt hi ng about that situation?

MR, CHRUST: | would hope so, but |I'mnot sure.

COW SSI ONER NESS: Lastly, M. France, you
menti oned your di smay about not being able to provide
services for schools and |ibraries under Section 254. Ws
nmy inpression, notw thstanding the need for
t el ecomuni cati on services, that we also were providing for
Wi reless on a non-discrimnatory manner? Have you attenpted
to apply for any services or any facilities under the
Tel ecom Act ?

MR. FRANCE: No, we have not. W're an equi pnent
provider. But if we provide that equi pnent, for exanple, to
an | SP so that he m ght provide service to a school, he then
has to becone that provider -- that service provider. And
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in sone cases, he has to do the registration process. 1In
all, it's an extra tax on himthat really precludes the free
use of that bandw dth.

COW SSI ONER NESS: Because we had attenpted under
H2 that it was provided on a technologically neutral basis
and that wireless providers would have every ability to get
in and provide service. Therefore, equipnment nmanufacturers
woul d have an opportunity to sell their equipnment to schools
and |ibraries.

MR. FRANCE: To service providers.

COWM SSI ONER NESS:  You al so nentioned two bands
in which you' d like to see additional focus by the
Comm ssion, the 2.4 gigaHertz and 5.7 gigaHertz. W have
provided for unlicensed U1l band in the five gigaHertz
arena, and was wonderi ng what your experience has been in
depl oyi ng your equi pnent in that band. Has that worked for
you or are there problens with getting broadband?

MR. FRANCE: You have to understand, we're a
NACENT conpany.

COW SSI ONER NESS:  Ckay.

MR. FRANCE: CQur status in this whole technol ogy
is that we are now in the FCC s equi pnent authorization
cycl e.
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COW SSI ONER NESS:  Ckay.

MR. FRANCE: Wth |arge pin-up demand and a big
war ehouse ready to go.

COWM SSI ONER NESS: Ckay. Thank you very nuch.

CHAI RVAN KENNARD:  Comm ssi oner Furchtgott-Roth?

COWM SSI ONER FURCHTGOTT- ROTH:  Thank you, M.
Chairman. | think we can tell by howtine is slipping
through quickly that there's a great deal of interest in
these topics, and I'll try to at |east to edge us back
towards getting on tine by keeping ny questions very short.

Senator Burns of Mntana is the author of Section
706, and many ot her nmenbers of Congress worked to perfect
the I anguage in conference. And there's sone very novel and
interesting words in Section 706, and | sinply would like to
ask the panel how they would interpret the verb "encourage."
Let me assure you if you need encouragenent fromthe
Comm ssion, you are hereby encouraged to depl oy these
advanced services. But | suspect the | anguage intended nore
than that, but | don't know exactly how much.

And second, the Comm ssion needs to eval uate
depl oynent on a tinely basis. And |I'mnot sure exactly how
best to interpret tinely basis. You're welcone to comrent
on either of these phrases now, or if you' d prefer to wait
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and think about it and get back to us in witing after the
hearing, that would be fine, as well.

MR, HOOPER Well, I'lIl just take a quick stab,
and we would | ove the opportunity to get back to you in
witing, as well. You know, M. Chrust tal ked about tinely,
and | would just encourage the FCC that while you are
wor ki ng feverishly to try and pull all this together, --
tinmely, it will take tinme. You just don't rebuild the
t el ecommuni cati ons systemin this country over night.

And | would say the Act has worked extrenely well
getting conpetition out there now Tinely is based on when
the market wants it. And the market wants it now, but the
reality is it just takes a while to get things acconplished.

And in terms of -- what was the other?

COW SSI ONER FURCHTGOTT- ROTH:  Encour age.

MR. HOOPER.  Encourage. Again, we would interpret
that to nean you want nultiple options for the custoner at
the same tine. And so, how do you do that in both the rura
setting and in urban setting? Qpening up the incunbent
systemthat allows nultiple people to use it whether they're
comng by air or comng by land, is how we would interpret
to be encouraged.

MR, CHRUST: On the issue of tineliness, |I'd say
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you have two choices, long and never. |If you pursue certain
pat hs that make conpetitive entry nore difficult than it
already is -- and it's not sinple, | can guarantee you that,
the answer will be never. But if you really want it to
happen in a robust permanent cost-effective way, it delivers
what you really intend it to deliver, it will be a very |long
period of time. |If that period of tine is not sufficiently
managed, it wll becone never.

In terns of encourage, ny answer to that is in
t hat business is very risky and the opportunity to create
the result and dependent on many variables, | would say if |
were in your shoes, | would try and create as many
opportunities for creating the end result as humanly
possible. And by allowing a bottleneck to remain a
bottl eneck, you limt it to one possible alternative.

CHAI RVAN KENNARD: Ckay. M. Powel | ?

COWM SSI ONER POVNELL: |I'm struck by the
presentation, | guess, particularly, M. Hooper and M.
Chrust. Am | pronouncing your name correctly?

MR. CHRUST: Chrust.

COWM SSI ONER POWNELL: Chrust. Okay. Because in a
way, though, in a related way, there are sort of two
distinct stories we're hearing. One is the concern of the
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i ncunbent because of the dependence upon essenti al
facilities. And each of you differ in your need for that
conponent, which is probably what explains your differences
in presentation.

But there's also the discussion that M. Chrust is
tal ki ng about, which is basically market power in the
broader sense, the fact that they have first nover
advant ages, customer accounts, et cetera, et cetera, et
cetera, and how you think of those two things can lead to
di fferent concerns.

But | wanted to address or throw out to you one of
themthat |I'mconcerned about, and that's sort of broadly
i nnovation. Innovation growh by the new entrants but as
wel | by the incunbent, because M. Hooper tal ked about
the -- in expressing sone concern about separate
subsidiaries that it is easier to take, at least in the
short term advantage of those systens in the hands of
i ncunbents. But of course, that assunes that they have
t hem

And part of the concern is that you nmake sure
there continue to be sufficient amount of incentives for
i ncunbents to continue to innovate, largely both for their
own purposes, but al so because they are the essenti al
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facility on which other services are so dependent.

Normal ly with respect to innovation to sone
degree, the economc theory would say that we either grant
sonme formof protection or exclusivity or the ability to
enjoy or reap the rewards of such innovation in order to
pronote it. | mean, this is the theory that underlines
copyright and patent | aw and other sorts of things and/or
the ability to conpete and constantly innovate as a driving
force to constantly be able to conpete.

So, in one sense |'d like to hear about what you
t hi nk about innovation and what are the proper incentives
for innovation by the incunbent. Secondly, | would say --
"1l just throw all ny questions out at once.

Wth respect to market power, and | think M.
Chrust particularly, if I was in his shoes, raises very
serious concerns. But on the other hand, |I'mnot quite sure
what the ultimate result of that sort of thinking is. And
the sense that by your own adm ssion, you say this is 20
years.

| don't have any fantasy that the market power of
i ncunbents regardl ess of how much they open their network is
going to erode extensively or dramatically for quite sone
tinme. And so, it is the suggestion that they sinply woul d
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be sort of condemmed to | egacy perfornmance for 15 to 20
years while we've |ost our conpetitive entrant market.

But that's a real problem You know, 15 years
after we broke up the |ong distance system the incunbent
still has 50 percent of the market. And | suspect that the
problem -- the entrenched problemis even nore significant
Wi th respect to | ocal custoners.

So, I'd just throw that out to both of you. Oh,
| et me add anot her thing.

The flip side of innovation is -- one of the
things that struck ne, M. Hooper, when you were talking
about the inportance of the facility, part of what we would
hope for is the incentive to innovate on the part of
entrants to get around that last mle problem |In that
sense with WnStar and others who are | ooking for other ways
to eviscerate the power of the incunbency, and it seens to
me as a matter of policy, we would want to continue to | ook
for ways -- to enceinte ways to dimnish the last -- the
power of the last mle. And so, if you'd kind of touch on
that too, if you could.

That's a lot | know.

MR. HOOPER: Ckay. Innovation. | would say that
the two points you started on innovation are fair and
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reasonabl e in a marketpl ace where everyone starts equally
where you create incentives |ike a patent protection and
royalty streanms in order to enceinte people to develop into
new mar ket pl aces so that they are willing to spend the R and
D dollars and take that risk for a protected return in the
future.

Here, however, you have a different situation
You have a situation where you have a nonopoly that has
virtually a hundred percent of the market share. | would
submt that the greatest incentive to cause themto
i ntroduce new technol ogies into the marketplace and in their
own networks is the fear of market share |oss, and
therefore, the need to provide the services that the
mar ket pl ace wi || demand.

There's a very critical difference, getting to
your third point, between the |ong distance market and the
| ocal market. In the long distance market, conpetition
provided only two of the three necessary or usually demanded
el ements. One, is choice of vendor. Two, is |lower price.

Regardl ess of the fact that the incunbent or the
hi storical incunbent still has half the market, clearly
we' ve enjoyed dramatic reductions in |long distance service
pricing. And we clearly have multiplicity of vendor choice.
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What we don't have is new services. You buy the sane m nute
you bought 20 years ago.

In the local market, sonmething different is
happeni ng. You not only now need choi ce of vendor | ower
price, but you need a different kind of service, a service
that the incunbent has very limted capabilities of being
able to provide, which we've all said, broadband | oca
capacity in a marketplace that has ever increasing demands
for that broadband capacity.

So, the need to innovate is clear. The best way
to get the incunbent to innovate is to give himthe fear of
mar ket share | oss. The best way to do that is to counter
bal ance all of the market powers he currently enjoys in one
formor another to induce that actual activity.

COWM SSI ONER POVNELL: Let me address one thing
about what you said. The fear of market loss, | agree with
t hat whol eheartedly, except for that the response, which
you're trying to enceinte, that is, to innovate, is
dependent upon at |least the self-interested belief that the
i nnovation would allow themto stay off the |oss of narket
share or respond conpetitively in sone sense to it.

And | guess it still gets back to the crux of ny
gquestion which sonetinmes concerns ne. |If still the results
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of those innovations are avail able to your conpetitors on a
full and equal basis, then while you have the | oss of market
shares the initial incentive, where is the additional
incentive for the innovation in order to produce a
conpetitive response that would al so accrue equally to those
t hat you conpete agai nst?

MR, CHRUST: Well, it's a pretty conplicated
question, and it's difficult. But the issue here is that --
is one inportant thing to keep in mnd, and that is that the
i ncunbent is trying desperately to increase the productivity
or protect the value of his enbedded cost plan. He's not
necessarily, if you' ve noticed, trying to do sonething out
of territory except acquire other ILECs out of territory.
He's not building anything out of territory. So, he's not
i ncent ed.

He's not building out of territory, and the
consolidation of the ILECs alludes ne in its ability to be
argued as increasing the conpetitive nmarketplace. | just --
it conpletely escapes ne.

But the issue here is that you have the probl em of
themtrying to protect their enbedded assets. And if you
separate the two, if you separate what is now the bottl eneck
whi ch may gradually over tinme, becone |ess of a bottl eneck,
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then the marketing, the entity wth the marketing power wl|
be separated fromthe entity with the physical bottl eneck
power .

COWM SSI ONER POVWELL: That's all 1 have. M.
Hooper, did you want to --

MR. HOOPER: Yeah. The only thing I wll add,
just given the time here, is your last point, M.

Comm ssioner. And that is, you know, getting around the
last mle. W absolutely agree with that. And that is why
we were out in the auctions and spent 134 mllions dollars
to get spectrumto cover half of the United States. And
that is why we're planning to spend 10 billion dollars to
provide last mle connectivity through Teledesic. It won't
be operational for four and a half years, yet we're working
on that to day. So, we absolutely agree with it.

And I'll go back to M. Chrust's point. There's
got to be a transition tine, though. How do you keep these
ot her busi nesses operational? How do you continue to fund
themfroma capital market if you don't have assets to the
monopoly bottl enecks while we build these other alternatives
to get to the last mle?

CHAI RVAN KENNARD:  Commi ssi oner Tristani ?

COM SSI ONER TRI STANI: M. Chairman. | believe,
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M. Chrust, you said it mght be 10 years before we get
sonewhere. And | don't want to sound |like a pessimst, and
|"mnot going to be here -- well, sitting here, | hope, in
10 years. But | don't want to read in the paper that in 10
years we've got deploynent to urban areas, and rural America
is still out there waiting for the last -- not mle, but
mles to get out to their hones.

| al so appreciated, Conmm ssioner Furchtgott-Roth,
your question about what does encouragenent nean. And |
figure it nmust nean sonething nore than tal king about these
i ssues. So, |I'm asking you what can the Conm ssion do to
encour age depl oynent to rural America? It may be the sane
things you' re tal king about in general. But is there
anyt hing el se specific that we can do?

MR, CHRUST: Well, first of all, |I would say that
| didn't nean to inply that 10 years would pass and no
progress would be made. The intent of my comrent was that
it wll take a long tine, and progress w |l be gradual but
certain in the right environnent.

In terns of what the Comm ssion can do, | believe
that inits role, it is best positioned to effectively
i npl emrent and enforce the intent of the '96 Act. And that
if market share is not returnable to as a neasure of rea
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conpetitiveness in the |ocal marketplace, then at the very
| east, the Comm ssion ought to find nethods by which it can
effectively enforce the 14 points that were in the '96 Act.

MR. HOOPER What | woul d add, Conm ssioner, is
again to foster conpetition. But you know, to get to really
rural Anmerica, you're going to need services and
technol ogies that are not distant sensitive. And a |ot of
the things we've tal ked about, at least on this panel, are
di stance and density sensitive. | nean, let's be honest.

To invest a dollar of capital in a CLEC, you want to know
that there's a certain amount of capacity that you're going
to get to have a reinvested dollar.

But there are technol ogies, and I would argue that
they are predomnantly wrel ess technol ogi es that are going
to solve the problemof rural America. So, to the extent
t hat your pro-conpetitive regulation or deregul ation, M.
Chai rman, can continue to foster and support things |ike
WnStar or Teledesic to the extent you can hel p bring those
to the market sooner, wll be the things that you can do to
really insure rural America has access to high speed
br oadband capabilities.

COWM SSI ONER TRI STANI: M. France, you have
sonet hi ng?
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MR. FRANCE: W have a slightly different problem
W're limted in two ways. One is the | aws of physics.
There's a curvature of the Earth problem How far can you
go before you can't see over the horizon? And the other is
the rather severe power limt that we have on our equi pnent.

There are definitely different problens in dense
urban areas and rather rural areas where the higher power
level, if that were all owed, would not be of consequence
because we're not -- don't have a very high density of
activity. So, we could increase our capability but only
mar gi nal | y because not everybody's going to have a hundred
foot tower to solve the curvature of the Earth problem

Leo, though, does have sonme sufficient antenna
hei ght for us to do that. So, we'll be able to solve that
probl em but to a point.

The other thing that one m ght think about,
though, and it may be nore cost effective, instead of having

hundreds or thousands or let's say 90 in one of your

counties -- 90 people. Instead of having 90 separate
satellite Earth stations or links, if you wll, if you had
one central facility and then used a terrestrial link to

distribute that capability anong the towns or villages there

within a 40 or 50 mle dianmeter, then you m ght have nore
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cost effective and nore easily applicabl e approach.

COW SSIONER TRISTANI:  That's it for nme, M.
Chai r man.

CHAI RVAN KENNARD: (Okay. Thank you, Comm ssi oner.
We'll now nove to our wire line panel. And | invite the
wireless group to stay if you can, because |I'm | ooking
forward to a lively discussion between the panels at sone
poi nt, hopefully, tinme permtting.

M . Shadman?

MR. SHADMAN:. Thank you, M. Chairman and the
Comm ssioners and for this opportunity. |'mAli Shadman,
vice president of corporate strategy at Anmeritech

Wt hout question, digital revolution and expl osion
of data services is the driving force behind significant
changes in our industry, and it's going to shape the future
of our industry. To stay at the forefront of what | cal
the gl obal revolution, this nation does require an advanced
t el ecomuni cation infrastructure consisting of multiple
i nterconnected networks that can bring user friendly but
al so useful nmulti-nmedia applications to consuners and
busi nesses.

To turn the vision of such an infrastructure into
a marketplace reality, service providers like Ameritech wll
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face risks on three different fronts. One is the market
risk. WIIl there be sufficient custonmer demand, and w ||
there be a willingness to pay?

There will be technology risks. WII the
t echnol ogy work, and which technologies will win, and which
standards will win in the marketpl ace?

Last but not least is the regulatory risk. WII
rul es and regul ati ons effectively handi cap a service
provider -- potential service provider |ike Aneritech by
forcing operating inefficiencies and limting pricing
flexibility in a conpetitive marketplace? Anmeritech fully
under stands the risks associated with nmarket and the
t echnol ogi es.

|'"d like to address a couple of issues. First of
all, what are these advanced services that we're tal king
about? And then second, what is the regulatory risk
i nvol ved, and how is that inpeding the deploynent of the
services?

Advanced tel econmuni cati on capabilities include
I nt ernet access using cards and energi ng technol ogi es such
as ADSL, broadband busi ness data services.

Let me talk about the regulatory risks. The
| argest barrier to a rapid depl oynent of broadband
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t el ecommuni cation services is the inter-LATA restrictions.
Br oadband boundari es m ght nake sense in the voice world
where the nature of the given call can be pretty well
defined by the tel ephone nunbers involved in the origination
and termnation of the tel ephone call. In the virtual
connectivity world of data, those boundaries don't really
make a | ot of sense.

Under current restrictions, Aneritech is forced to

i ntroduce an additional provider for the inter-LATA

conponents of these advanced services. Introducing
techni cal conpatibility, billing, custoner service,
reliability issues, [imting liability to provide custoners

the services that they want, when it cones to these energing
services, the custoners don't think up local and | ong
di st ance.

Until this barrier is renoved, our industry wll
continue to be sonmewhat frustrated by |ack of progress in
t he depl oynent of these broadband services to the mass
mar ket. Renoval of this inter-LATA restriction will allow
Aneritech to play in this market -- this fast enmerging
mar ket on a | evel playing field.

Let me conclude with maybe maki ng two points.
First, Areritech will continue to neet its obligations under
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the Act. Anmeritech recognizes that as an incunbent LEC we
have obligations to other carriers seeking to deploy these
br oadband advance services. W wll continue to provide
unbundl ed I oops. We will allow publication for transm ssion
and wi Il provide publication for transm ssion equi pnent.

And we will provide non-discrimnatory access to network
el enent s.

Aneritech is planning to offer its advance tel ecom
services to a data subsidiary. Aneritech's data subsidiary
wll act just |ike any CLEC using the existing operational
support systens available to other CLECs. It would nmaintain
separate books not on joint transm ssion and sw tching
equi pnent, and obtain all of its tel ecommunication services
through tariffs. W don't believe that all the 272
restrictions necessarily apply, especially in using joint
necessary mai nt enance and i nsul ati on equi pnent .

Let me close by telling you what | think the
Comm ssion should do. To quickly and efficiently facilitate
t he provisioning of these services, the Comm ssion should
i mredi ately authorize our data subsidiary to provi de advance
t el ecommuni cati ons services across latter boundaries. It
should elimnate or mnimze to the extent possible,
regul atory requirenents that will require inefficient
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operation or redundant operation.

And | ast but not least, confirmthat advance
t el ecomruni cati on capabilities provided by such a data
subsidiary will not be subject to 251C obligations, and
basically, will be regulated just |ike any other service
provider. Wth such a level playing field, we'll be nore
t han happy to make the investnent necessary to bring these
services to the mass narkets.

| see ny tinme is up. Thank you very nmuch for your

time.

CHAl RVAN KENNARD: Thank you. M. MM nn?

MR MCM NN M. Chairman, Conmmi ssioners, ny nane
is Chuck MM nn. [|'mthe chairman of the board and co-
founder of Covad Conmunications. | appreciate the

opportunity to discuss 706 and the state of high speed
br oadband access in Aneri ca.

The question before us posed by 706 is whether
br oadband services are being made avail able to American
consuners in a reasonable and tinely fashion. The answer to
t hat question is unequivocally yes.

The ILEC s would tell you that broadband services
will never be rolled out unless they are -- they have the
unfettered ability to do so. | amhere to tell you that
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br oadband services are being rolled out, and that the ILEC s
are the reason that broadband services are not being rolled
out faster. They are the problem not the sol ution.

Covad is an exanple of a CLEC that was fornmed as a
direct result of the Tel econmunications Act of 1996. | cane
out of the PC industry. Covad is backed by Intel, the
| argest manufacturer of mcroprocessesors in the world. |
can tell you from personal experience that the future of the
information age is in danger of being choked by insufficient
net wor k capacity.

We are trying to fix this problem W are rolling
out high speed DSL data services that are 50 tines faster
than today's typical anal og nodem W have grown our
network to pass over one mllion homes and businesses in the
last 12 nonths. W have raised the capital to roll out our
service to six nore markets and pass over 20 m | lion hones
and smal | businesses in the next 12 nonths.

Not an insignificant acconplishnment for a start-
up. But we could do nore except for the obstacles put in
front of us by the ILECs. W have been slowed significantly
in the last 12 nonths and continue to be hanpered by the
| LECs in a whol e host of ways.

We are forced into | engthy interconnection
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negoti ations that |ast nine nonths or |longer in each and
every state and every ILEC territory. W are forced to
purchase co-location cages at exorbitant prices that prevent
us fromeconomcally entering rural and smal |l er suburban
central offices.

We are forced to wait 180 days or |onger to get
these cages built. Once the cages are turned over, we are
del ayed nonths | onger by the ILECs connecting these cages to
our network. And 20 percent of the time, we are even told
that we cannot get a cage because no space is avail abl e,
despite the fact that the I LECs are announci ng DSL services
in these sane no space CO s.

Then, on an ongoi ng basis, we are delayed in
ordering our |oops through antiquated OSS systens. And when
the ILECs finally installs our |oops, they get it wong 60
percent of the time on the first try.

Clearly, we are being delayed in rolling out
br oadband services by the ILECs. These ILECs are cl aimng
that the Tel ecommuni cation Act is a failure and are fighting
it and us every step of the way in court and outside. These
are the sane conpani es that | obbied so hard and appl auded
the Act when it was signed 28 nonths ago.

| find it inconceivable that these sane |LECs
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shoul d be rewarded by the FCC for their obstruction by being
allowed to create a nonopoly for broadband data through
Section 706, under the guise that they're the only ones who
will roll out these services. [|I'min full agreenent with
the goal of 706 to roll out broadband services to al
Americans. | favor any pro-conpetitive nmeans to accel erate
t he depl oynent of broadband connections in the nmarket.

In that spirit, and naybe sonmewhat surprisingly to
you after what | had just said, | would support the |ILECs
being all owed to provide broadband data services w thout the
need to unbundl e those services, but only if it is done in a
manner that pronotes and increases conpetition and doesn't
reduce it. Specifically, the ILECs should be allowed to
of fer high speed services in exactly the same way as | am
forced to in a conpletely separate CLEC entity, subject to
all of the interconnection rules, pricing, co-location and
unbundl ed access restrictions that | have to deal wth.

My belief is that if they are forced to deal with
their own bureaucracy in order to provide these services and
their econom c success depends on it, they will elimnate or
stream i ne that bureaucracy to the benefit of all CLEGCs. |
am proposing a structured, self-inplenenting solution to
this structural problem The alternative, further
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regul atory hairsplitting and the consequential del ay of
br oadband service rollouts is not in the interest of
bandw dt h-starved honmes and busi nesses in Anmerica.

Make no m stake, though. The devil is in the
details as to how this separate |ILEC data entity is
i npl enented. | cover sonme of these devilish details in ny
witten testinmony. If this separate CLEC is done wong, we
wll be right back here in two years declaring the effort a
failure. If it is done correctly, the vast majority of
Anmericans will have nore than one choice of high speed
services in the sane tinefrane.

What the FCC should not do is pull defeat fromthe
jaws of victory by declaring the Tel ecommuni cati ons Act a
failure and extending the |ILEC voice nonopoly to data.

Covad and CLECs |ike us, our proof that the Act is working.
G ve us and the ILECs a chance to conpete on a | evel playing
field, and the benefits of broadband connections wll be
brought to all Anericans. Thank you.

CHAI RVAN KENNARD:  Thank you. M. Medin?

MR. MEDIN. Thanks for inviting me out. M/ nane
is Mlo Medin. [I'msenior vice president for engineering
and chief technical officer for At-Home Network. W're a
Silicon Valley start-up fornmed about three years ago by a
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bunch of venture capital guys and sone of the cable
operators.

"' man engi neer not a |lawer, so | don't
necessarily know about all this 251, 706, all these other
nunbers. Like nost start-ups, we have a relatively | ow
| awer to custoner ratio.

You can read about our infrastructure and sort of
our core phil osophies and core architecture in our witten
statenent. | won't bore you with that.

But a couple key points. Wwen | was recruited
from NASA, | spent 10 years there buil ding conmuni cation
networks for the space agency. The venture capital guys had
this idea basically connecting cable nodens to the Internet
and making a ton of noney doing that.

|, basically, told themthat that wasn't going to
wor k because of all the bottlenecks in the Internet, and
because if you just did the math of taking multi-negabyte
access to several mllion people, you would find that you
just couldn't haul that capacity around very easily at all.
And the servers at the other end point would get suggested
and woul dn't be able to serve them

So, we set out fromthe very start to basically
try and build an intelligent network, a network where we put
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servers into the mddle of the systemthat accelerate
performance that get around nmany of the bottlenecks in the
infrastructure. In ny opinion, to be able to offer
br oadband access to mllion of people at 40 bucks a nonth --
and by the way, people just aren't going to pay 100, 200
bucks a nonth for broadband access to their home. They just
are not. | nean, there is just not enough incone comng in
to justify that cost. So, if you don't get it down bel ow 40
bucks a nonth, you're not really aimng at a nmass mar ket
pr oduct .

So, we said, what do we have to do, or how do we
have to break the rules in how people build conmmunication
networks to hit that price point, because that's the price
point we wanted -- we believe could get nmass market
deploynment. So, we did things like building intelligence
into the network, running very |ow cost optical transm ssion
equi pnent, things that -- you know, knocks on it, not these
very large voice-oriented data products and a bunch of other
t echnol ogi es.

We felt that standardi zed nodens are really
inportant. And so, we |aunched an effort with cable
partners and cable |labs called MCNS, which has basically
allowed us to standardize all the cable nodens that are
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going to be rolled out. And in fact, | have sonme with ne
just to show you that they really do exist.

In Q1 of "98 -- | can't talk about Q 2 because we
haven't rel eased our nunbers yet. But in Q1 of '98 we
passed -- At Honme Al one passed about six mllion honmes fully
two-way equi pped fully capable of taking data services. W
had over 90, 000 subscribers. Qur biggest inpedinent is
is how quickly we can install service. And I'll tal k about
sone of the things we're doing to address that. The cable
i ndustry has really stepped up because of the regulatory
stability that the Tel ecom Act has provided and is upgradi ng
pl ans rolling out data services.

A lot of the analysts will tell you that the
nunbers at the end of 1997 were about seven and a half
mllion honmes which are data capable. '98 -- the projection
is 24.8 mllion, 1999, 51 mllion, 2000, 72 mllion and
2001, about 78 mllion hones. So, the industry is
absolutely commtted to rolling this service out.

| just would like to show you a few things. These
are -- this is actually a Sony engi neering prototype. Sony
is getting into the cable nodem market. And if you just
sort of pass this around, you mght find this interesting.
Real consuner el ectronics conpani es have entered the market
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space in order -- because we have standards and equi pnment.
And they believe that this market is viable. And we intend
to sell those, and those conpanies intend to sell those at
retail.

Here's a Thonpson engi neering prototype. Again,
fresh out of our lab. These nodens will work with each
ot her and ot her vendor's equipnent in the head ends. So,
you' ve got full interoperability, and unlike the usual
equi pnent vendors that supply the cable industry which have
| ocked themin for many years of proprietary sol utions.

Al so, one of the things that we've seen is, the
bi ggest inpedinment is actually addi ng ethernet capability to
the PC, because that takes tine. You have to open the case,
deal with, you know, bios issues, et cetera. So, we've
devel oped, along with Intel and a small conpany, a little
adapter that attaches ethernet which will work with a
proprietary nodem or these MCNS nodens. By the way, this
nodem has a USB connector built right into it that wll
allow us to add at hone service to a PC without any case
openi ng or hacki ng about hardware.

And just to show you real quickly, we have a
commtnment to retail, we have a little box which today has
just a fewoffers init, et cetera and free installation, et
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cetera, or free service for a nonth -- installation. It
tal ks about our service event that we will have USB adapters
in these boxes and hopefully, they'll be sold with cable
nmodens in retail stores by the end of the year. So, we're
very excited about this business. Thank you.

CHAI RVAN KENNARD: Thank you very nmuch, M o.
We're going to depart from our planned schedul e because
we're really falling behind. And what | amgoing to do is
go ahead with our third panel, and then we'll reserve sone
time for questioning of all the panelists after M. Crowe
finishes his presentation.

M. Morris?

MR. MORRI'S: Thank you, M. Chairman. M nane is
Richard Morris. | amvice president of |ocal market
integration in Sprint's national integrated services
organi zation. | appreciate the opportunity of addressing
the Comm ssion today on 706 requirenents and how Sprint is
depl oyi ng backbone and ot her broadband capabilities to the
consuner busi ness market.

From a backbone standpoint, Sprint's been a | eader
i n depl oyi ng advance comruni cations capabilities for years.
The first fibre optic all digital network in the United
States was deployed by Sprint. W have been evol ving that
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continually. And today, we have added sonared rings to that
t opol ogy and have depl oyed dense wei ght division multi-
pl exi ng so that the backbone capability in the Sprint
network i s enornous.

It is self-surviving. It has rings throughout the
United States, and has i nmense capacity. So, we really
don't believe that backbone capability is the problem W
believe the problemis last mle connectivity. That's where
we think that additional work needs to be done.

Now, Sprint's vision on this is alittle different
than you' ve heard el sewhere today. Sprint announced | ast
month it's integrated on demand network. And the key word
there is integrated. W intend to deploy a network that
carries voice, that carries video, that carries traditiona
data, all on one access nmechanismto the consuner and to
busi nesses.

We don't intend to create separate networks to
split off a voice into a circuit swtch network. But
rather, to digitize it and carry it all on the Sprint |ON
network using ATMtechnology to do that, and a device at the
prem se that translates various protocols, Internet, voice,
ATM frame relay, into an ATM protocol to be carried
sean essly throughout the Sprint ATM network, the | ON
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net wor k.

At the interface points with the public switch
t el ephone network, it wll be converted to the other fornmats
that are necessary to interface with the other networks.

So, we think we have a broadband network that wll carry
hi gh quality voice and data quickly, efficiently, and carry
an i mense out of that.

There are a lot of prom sing technol ogies for the
last mle. You ve heard discussions today of broadband
wireless. W believe that there's sone hope there, that
that m ght be a technology that'll work in the future.

Cabl e nodens certainly hold sone prom se. And
XDSL, we have seen announced by both Covad, Northpoint, many
of the ILECs. They appear to have a broader support
announced than many ot her technologies. And we believe in
the short run, that mght be a solution to the last mle
technol ogy and bottl eneck for suppliers like Sprint.

We don't intend to build down to individual
subscri bers, put another wire in. W'd rather use what's
been paid for in the past, the twisted pair that's out there
today or special access circuits that are already avail abl e.
And that'll provide the bandwi dth that we need to get to
cust oners.
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However, there are problems with even using the
| LEC twi sted pairs. Co-location has been nentioned
previously, is a trenendous challenge. Mny offices |ack
space to get in.

As you nove down the size continuumto smaller
offices, there sinply is not enough market share to have two
depl oynments, especially if you're tal king about $50, 000 or
$75,000 an office to build a co-location cage to a thousand
custoners. You can't afford to deploy under those
circunstances, especially if you' re talking about a 15 or 20
percent penetration rate. You're down to a |evel where you
sinply can't get in unless you share the technology that's
in place.

So, we believe that data transm ssion and voice
transm ssion are all tel ecomrunications. They should all be
covered by the Comruni cations Act of 1996. They should al
be avail able for resale. They should all be avail abl e as
unbundl ed network el enments. And we believe that if they
are, you can have innovative carriers such as Sprint utilize
t hat bandw dth to provi de val ue-added services that neet the
needs of custoners, that integrate all other services into
one, rather than fragnent theminto several. They carry
themall on one network, rather than send them over several.
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And we hope the Comm ssion will stay the course
and do what's necessary to nmake that conpetitive outcone
occur. Thank you.

CHAI RVAN KENNARD: Thank you, M. Mrris. M.
Zel | ?

MR. ZELL: Thank you very nmuch. ['mgoing to just
dig right in here. M nane is Joe Zell. 1'mthe president
of the data and Internet division of U S. Wst
Communi cations. | canme to this conpany six years ago to try
and bring sone innovation to a sleepy old RBOC and start
bui l di ng sone of these new data services. W have
absol utely denonstrated that record of innovation in
enterprise. And | want to talk you a little bit about what
we're trying to do now.

Qur vision for the consunmer and small business
mar ket is what we've been describing as Wb tone. My goal
inlife right nowis to figure out how fast | can bring | ow
priced, high speed, high bandwi dth services to all of ny
mar ket pl ace. That is nmy objective. And | want to be able
to share with you the facts since | amdeep into this
depl oynent on where ny real costs are, what the rea
barriers are, and if you really do want to get service out
to the consuner before the satellites go up, then | guess |
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woul d ask you to listen to these things because they're
real .

| have now deployed in the last six nonths into
223 central offices this ADSL capability. 1'mat about a
mllion and a half honmes past now Clearly, nore than any
ot her RBOC. W' re dead serious about nmaking this happen.
|*ve brought the service to market at about a $60 price
poi nt, about $40 for the underlying ADSL conmponent. M
intention is to drop the price into the $40 to $45 range as
fast as | can, probably in a few nonths.

But fromny standpoint, it is absolutely critical
that we do aggressively deploy these services to our
consuner because that is what they want. W have many, nmany
great exanples. | don't have tine here today to go through
themall wth you. 1'Il just pick out one exanple about
what the inpact can be of getting Internet to places where
it's not going to get to otherwse for a long tine.

We just did a deploynent in New Mexico and Ari zona
in support of the Bureau of Indian Affairs to try and bring
I nternet access to 26 schools, grade schools and el enentary
schools -- elenentary and secondary on |Indian reservations.
These school s cannot get high speed Internet access. Their
only hope was that | happened to have already built out a
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360 node frane relay data network across ny territory, and |
was able to, sharing that backbone, bring them high speed
| nt ernet access over frane rel ay.

But interestingly enough, because in New Mexi co,
there's a -- excuse ne, in Arizona, | had to cross a LATA
The interesting difference is that in New Mexico what the
school s pay versus what they pay in Arizona where | had to
pay for a LATA crossing, because | had to go off
inefficiently route, go to a |long distance carrier, buy the
facility, put it in. That's added about $3,000 a nonth to
t he connection for those schools.

It neans about $800 a nonth to each of those
individual little schools on a reservation. That's real
money. It's not the full value of a teacher's salary, but
it adds up. And the point is, it is absolutely irrational,
econom c attacks that's being placed on it.

From nmy standpoint, what's inportant here is that
we've gone as far as we can with this high speed |Internet
ADSL depl oynent. | cannot afford to go any further for
three sinple reasons.

One is, there is a significant bandwi dth tax that
| have to pay. |I'mnot allowed to build an Internet
backbone. | can't be a peer network |like every other |SP
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and anybody else at this table. And therefore, for ne to
just termnate nmy Internet traffic, God forbid | should get
any, but they're just term nated.

|'ve got to spend a thousand to two thousand
dol | ars per negabyte per nonth. You do the math on it. You
figure out howl'mgoing to try and bring M. Rural Anerica
if I"'mhaving to pay soneone el se that kind of noney clearly
20 times what the economc cost is of that Internet backbone
capability. That's nunber one.

Nunber two is this current set of LATA
restrictions, clearly devised to serve the voice |ong
di stance market, does nothing but increase the backhau
inefficiency for me connecting up small places. |[If you'd
like to see maps, |'ll be happy to submit something to the
Comm ssion to prove this to you. This is just mathematics.

And what's happening is every time I'"'mforced to
go live within LATA boundaries and pay i nterexchange
carriers, it's adding costs to the service. And you know,
like it or not, we do have the benefit of shared econom cs.
The fact that | have built out a frame relay network, and
that if |I got inter-LATArelief limted for data use only,
that 1| mght be able to share that backbone for frame rel ay
traffic, for Internet traffic, for ATMtraffic, for other

Heritage Reporting Corporation
(202) 628-4888



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

71
data services, is absolutely to the benefit of ny custoner.
That's the way that we will achieve being able to drive | ow
priced services out to the consuner narket.

My conpetitors are basically saying that they want
open and non-di scrimnatory access to unbundl ed | oops and
co-locate space. U S. Wst is enabling that. W have gone
with cagel ess co-location. W are providing those
capabilities to Covad and to many others in our territory.
"' m not suggesting that their life is easy, but | am
suggesting that we are trying to nmake this possi bl e because
we do believe it.

| think it's clear today fromthe panel that we
have got abundant conpetition, both here and now, and com ng
soon in the formof facility-based satellite, MVDS, LMNMDS
unli censed radi o wave, cable nodem you nanme it, there's
pl enty out there. What's happening right nowis that you're
putting nme in a position where | can't serve that custoner,
because | cannot | ower ny costs enough to get them beyond
the 40 cities that I've currently depl oyed.

So, | just want to beg you to consider the real
econom ¢ benefits to the consuner of enabling nme to carry
out further deploynment of this service.

CHAl RMAN KENNARD:  Thank you, M. Zell. M.
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Crowe?

MR. CROWE: Thank you. Gven the short tine |
have, 1'mgoing to focus on a couple of points. MW witten
subm ssion contains far nore detail. 1'Il speak in

concl usi ons.

My nane is JimCrowe. |'mthe former CEO of MS
Communi cations where we, | think, had as nuch experience
wi th unbundl ed | oop as, perhaps, any other conpany, perhaps,
nore than all the rest of the conpani es conbined, | think,
by count. W also, after the acquisition of UUNet, had
significant experience in the real world of broadband.

After our merger with WoirldCom | was the chairman there for
a period of tinme and then left to start Level 3.

And sinply put, the problemthat we are trying to
solve, | think, has been franmed in the wong terns. |
believe for a long tinme that proper solution neans defining
the problemcorrectly. And in our case, | think the problem
is sinply that comruni cations costs too nuch per unit, not
that it costs too much, but it costs too nuch per unit. The
goal is to continuously drive down the unit costs of
bandw dt h.

Just our vocabulary today illustrates ny issue.

We tal k about deploynent. W talk about upgrading. W talk
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about a period of tine as if that's sufficient, and then the
issue wll be dealt with, that's the end of the problem

And of course, what's happening is a conplete
revolution in our industry where the econom cs of silicon
are finally comng to comunications after 70 or 80 years of
nmonopol y, oligopoly equi pnent providers selling to nonopoly
service providers. W have the prom se of watching
bandw dth per unit drop now at a very |arge and continuous
rate for as far as the eye can see.

| choose that word, "as far as the eye -- or term
"as far as the eye can see" deliberately. W spent the |ast
hundred years building a network that's about extendi ng our
ears at a cost nost of us find reasonable. The new network
that we're all discussing here is the very early start of
buil ding an infrastructure that can extend our eyes around
the world at a reasonable price. This is going to happen.
It's going to happen because the market demands it because
there is such trenendous | everage on all parts of our
econony to this kind of comrunication system But | think
the Comm ssion has a real role in making sure it happens at
a nore rapid rate than it otherw se m ght.

Let's fact it. Today, all of the providers have
assunptions about average asset lives that are unrealistic,
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11, 12, 13 years at a tine, when the underlying technol ogy
is doubling in price performance. Perhaps, every 15 to 20
mont hs. W' ve got dividend payout ratios, including a
conpany here to ny right, that are 70, 80 percent of
earnings at a tine when it's apparent enornous anounts of
capital are necessary to rebuild this network.

We've got regulatory policies that charge rates
per unit of demand, per mnute, et cetera, at a tinme when
we're trying to push down unit prices. And that's at direct
odds. It's a break on that sort of thing. Wat's necessary
as a whol e new approach to regulation, one that views its
role as supporting the market, because none of us here at
this table, in spite of our technical backgrounds, know
where there this is all taking us.

Anyone at the table that believes they knew where
technol ogy is going -- believes they know where technol ogy
is going to take us in the next five years ought to tell us
what their predictions were five years ago. |'d submt to
you that today, technology is noving quickly, and it's
fundanmental |y unpredictable. In fact, our whol e business
plan is built around building a network that can acconmodate
unpredi ctabl e techni cal change. W may or nmay not succeed
along with everyone else at the table, but the market has to
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wor k.

Specifically, | think there are two things the
Comm ssion ought to do. First, look at its role as a
steward of the market much the way the Securities and
Exchange Conm ssion does. Step in only when necessary.
Continue to encourage industry participation, independent
i ndustry bodies to set standards to set economc terns. And
view your role as one of a steward of the market of
t echnol ogy.

And second, the biggest single issue | think today
was well stated by M. MMnn. He's absolutely correct
about the realities of unbundled loops. ['Il sinply say
this. Intheory, it's nice to say that everyone has access
to those | oops, but the fact are they need conditioning and
alot of it.

And the facts are that the RBOCs today sell bits
to formvoice over those loops at a hundred tinmes the rate
that their conpetitors want to sell those sanme bits on those
sanme loops. It's the IBMmain frane to PC problem You're
asking RBOCs to help build the gallows with which their
conpetitors expect to hang them It's not realistic
economi cal | y.

The Tel ecom Act is not realistic economcally. |If
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you want it to work, you've got to separate the | oop, not
t he advance technol ogy, not the DSLs. Those can be provided
by anyone.

But the loop itself is an essential facility in
the sense that you use that term M. Chairman, in your
recent speech to the Anerican Comruni cati ons Bar
Association. It's an essential facility. It will be for
the foreseeable future, and it's vital to all Americans that
that be put to its highest and best use by innovators,
including U S. West if they happen to have a great idea.

But you can't have one conpetitor own a bottl eneck and
expect themto willingly nake it available to conpetitors.

| see ny tine's up. Thank you.

CHAI RVAN KENNARD: Thank you, M. Crowe. Well

done. We're rapidly running out of tinme so | think what

we'll do in the question and answer period, is rather than
go to each Conm ssioner for questions seriatim we'll just
have sort of a free for all. And | have found that we've

had the nost interesting en bancs when we can get sone of
t he high powered talent out there to direct fire at one
anot her .

So, I'"'mgoing to try and get a little of that
going, and I'll start by asking just one question. And as
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background, | really agree with what M. Crowe just said
that the appropriate role of the Comm ssion, the regul ator,
is to be a steward in the marketplace. W all know the cost
of regulation to consuners and to innovation. And we have
today an interesting phenonenon because we're of sort poised
at the starting gate of a new technol ogy or the depl oynent
of a new t echnol ogy.

So, I'd like to ask anyone who wants to answer
this question. Let's just wipe the slate clean for a
monment. Assune that all of these technol ogi es are poised at
the starting gate: cable, wireless, wre line. Wat would
you advi se us would be the nost deregulatory, i.e., the nost
mnimally regul atory way that we can provide a framework for
t he depl oynent of this technology? And |I know that sone of
you may not agree that we can have a clean slate, but just
bear with nme for a nonent here.

M . Shadman?

MR. SHADMAN:.  Chai rman Kennard, | think the nost
i nportant contribution that you can make for this discussion
is actually if you could draw that |ine because as we go
around the table, we do seemto sort out -- go back and
forth on market --

CHAI RVAN KENNARD: Steve, we need M. Shadman's

Heritage Reporting Corporation
(202) 628-4888



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

78

m ke on him

MR. SHADMAN. |'msorry. As | said, |I think the
nmost significant contribution is actually if you can draw
that Iine and sort of focus the discussion on a going
forward basis, instead of sort of going back and rehashing
all the other issues that the Conmm ssion can deal wth
i nanot her forum

And | think, as you |look around the table, | nean,
clearly, we're all sort of chonping at the bit to go after
the opportunity that's out there that we can all see. Sone
of us want others to kind of be held back and then, you
know, give thema head start, and then et them-- let the
others catch up later on. | think if you can really draw
the line and focus the discussion on what is a |evel playing
field going forward or what are essential facilities that
need to be provided?

| nmean, in terns of spectrum you have access to
all customers when you have hundreds of negabits of spectrum
in LMBS. You have just chosen not to deploy the technol ogy
to get to those individual custoners.

So, | think if you can draw the |line, focus the
di scussion on going forward, what is the mninmum set up
requirenents to create that level playing field, | think
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that's the biggest contribution you can nake.

CHAI RVAN KENNARD: Well, that is the question
then. On the wire |ine side, though, what are those
essential facilities?

MR. SHADMAN. It's clear to me that on the wre
line, I nmean, you can't really separate the wire line. You
have two wires going into mllions of U S households. And
t he remai ni ng households are -- naybe 30 percent of themare
anot her drop away from having that second wire going into --
actually, two wires going into individual hones.

And | think as long as there is sonme equal access
to that wire, which is in our case, the unbundled | oop, if
you can guarantee that that is being nade avail able on equal
footing to all players, | don't see any reason why conpani es
that can go to the market and bring five billion dollars of
i nvest ment need incunbents to finance their start-up costs.

CHAI RVAN KENNARD:  So, you think the only
essential facility is the |oop?

MR. SHADMAN:. And co-1 ocati on.

CHAI RVAN KENNARD:  And co- 1 ocati on.

MR, SHADMAN:. (Qbvi ously, where those |oops are
com ng in.

CHAI RVAN KENNARD:  Ckay.
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MR ZELL: |1'd like to just add to that if |
coul d, Chairman. The suggestion that the solution to
enabling that is sonehow creating a separate subsidiary, a
separate entity, sone has gone as far as saying, conpletely
defeats the purpose. Wiat we end up having here is a debate
about, what's it take to really denponstrate that sonmeone is
getting fair and equal access?

And we fully agree that we need to be able to
denonstrate that they are getting that fair and equal
access, because if they are going to be able to conpete on a
wire line basis over our loop, that's what's required.
Putting me in a separate subsidiary or a separate entity far
worse, only neans that you have just cut a mllion people
out of ny territory that I'll never get to, because all it
does is add inefficiency and add cost.

| considered it. Wien | joined -- when we started
t hi nki ng about depl oyi ng ADSL, we | ooked at the option of
being a CLEC in our own territory because we thought it
m ght actually allow us to do it faster. And our conclusion
was that it added so much cost to us in our case, that it
conpletely defeated the purpose of us sharing the benefit of
our shared econom cs and our scale and scope with the
consuner. Because nobody else is going to Los Cruces, New
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Mexico. | nean, until satellite cones, there is no other
option for those custonmers in nmy opinion.

CHAI RVAN KENNARD: M. Medin?

MR MEDIN. Is this on now? Geat. One point
t hi nk ought to be nmade about this whole issue of rural
markets, | actually don't necessarily believe the problemis
inthe last mle. That is to say, the actual mle from
either the head-end out to the home or fromthe CL out to
the hone. The big problemw th rural markets, Los Cruces,
New Mexi co, is actually, intra-LATA transport between them
and t he backbones.

People like Jims conpany and Sprint have |aid
|ots of fibre transcontinental. There's lot of conpetition
in that space. You |ook at what Quest is doing and all the
ot her conpetitors. The problemhas to do with getting from
t he backbones' point of presence in sone area, in sonme LATA
out to these renote areas.

In the netro areas, we have -- cabl e operators
have fibre facilities. CAPS which have fiber facilities, et
cetera. There's lot of glass around which forces the RBOCs
to be conpetitive there. But a lot of the rural markets,
the only glass that's in place, that gets to the CGs, is
owned by the RBOC. And it's been ny experience, that the
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nmoment that you touch an RBOC facility or buy sonmething from
an RBOC, you're on a different price nodel that just
can't -- you just can't make nulti-negabyte access work
reasonabl y.

So, one thing we're doing is actually | ooking at
putting in a relatively | ow speed ET1 line into these
smal | er head-ends and then building a satellite overlay on
them that we can beam down data into our caches and ot her
things inside those markets. You know, the glass can carry
oodl es of capacity as the Sprint guys are rolling out WM
facility.

There are a very few RBOCs who have put WDMinto
their infrastructure. There's all this unlit glass that's
there. And it's all sitting there, basically, because
they've got a price nodel for business access that they want
to protect.

So, you know, that's just the way | see it.

MR MORRIS: | would agree with that al so.

That's, leads to the point, that the bottl eneck is not
necessarily the sanme in a rural area as it is in an urban
area. You may have transport that needs to be included in
what ever bottl eneck you consider for rural areas because
there's all economcally today, the one choice of how to get
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t here.

It's governed by average access charges that the
Commi ssion has sonme control over. And as those access
charges are reduced for transport, then that broadband pl ant
will be better utilized for others to innovate, including
U S. West, who recogni ze that they can't set up a separate
subsidiary to serve those fol ks econom cally, either.

The sane is true of many of us. W cannot conpete
there if we have to construct co-location cages and al
those other things to get to those custoners and use the
hi gh cost transport to get back to a concentration point.

COWM SSI ONER TRI STANI: M. Chairman, can | just
say sonething, since you've all been tal king about Los
Creces, New Mexico, and | just wanted to clarify a little
bit here. It makes it sound |like Los Creces is this tiny
little village.

In New Mexico, it's the third largest city. |
can't renenber exactly on nunbers, but | think it's well
over 50,000. And | hate to hear that that's even hard to
reach. So, --

MR. MEDIN. Plus, there's a huge NASA facility
there, which does Tedris G oundl ake. There's actually lots
of fibre that goes into.
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COW SSI ONER TRI STANI: W al so have a good
university there wwth a good basketball team But | think
it underscores a point about the problens in the bigger
states and in the rural states.

Peopl e in New Mexico think Los Creces is urban.
But the way it's being discussed, it's one of those hard to
reach areas.

MR ZELL: Could | just clarify relative to New
Mexico, since it is mne to serve, anong others? There are
a couple of interesting observations there. One is, in
support of what MIlo said, it is absolutely correct that the
cost that | incur to try and serve progressively smaller
cities and towms, has a lot to do with, not only what do |
have to pay to backhaul the data to that -- fromthat city
to the Internet. | had already nentioned that | have to pay
to hand it off to an Internet provider, whereas, nost of
t hese ot her conpanies don't because they can peer. But the
backhauling is a significant piece of it.

Principally, what I"'mtrying to say here is that
t he econom ¢ advantage that we get froma 706 limted inter-
LATA relief for data only, we won't do anything else on it,
is that it lowers ny cost for bandwidth, and it allows nme to
build a shared backbone, back haul network that allows nme to
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drive down that cost to getting to those snaller |ocations.

The ot her unique situation in New Mexico, however,
is the Public Utility Comm ssion, |argely at the request of
one of our conpetitors, a CLEC E-Spire, | think fornerly
known as Prince, essentially went after all of our cost
data. They wanted us to provide all of our cost data for
t hese innovative new services to our CLEC conpetitors. So,
we said forget it. W'Il just pull out of the state if
that's what conpetition's all about, if you want to cone in
and check ny books and challenge ny prices, it's not going
to work.

So --

COWM SSI ONER TRI STANI:  Is that the sane reason
you pul l ed out of Oregon, al so?

MR ZELL: No, Oegon is resolved -- that tariff
went into effect yesterday, as did Washington. So, we had a
couple of states where there were problens. But in New
Mexi co, we have a state public utility commssion that is
kind of swng to the other extrene.

MR. CROAE: M. Chairman, you asked, | think, what
can the FCC do?

CHAI RMAN KENNARD:  Yes.

MR CRONE: To -- assumng there was a bl ank sheet
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of paper? Well, first of all, |I think is to separate
uni versal service subsidies fromindustry econom cs. Today,
they're m xed up. One of the providers is expected to use
the honor systemto distribute the goods devel oped through
uni versal service. And that doesn't work.

While there is a real need for subsidy, | also
know quite a few fol ks, for instance, in Wom ng, that have
net wor ks per haps many, many, many tinmes the average Anerican
who are getting the benefit of universal service. That
makes no sense. CGot to be targeted in the open by
pol i cymakers, not by industry participants for those that
can afford the kind of access that we all think is necessary
and the policymakers finally decide is necessary. It
shouldn't be interm xed with industry econom cs.

Second, you can do what | think you reconmended in
your speech. That is, distinguish between essenti al
facilities and those that can be conpetitive. Today, at
least in ny view, there's one essential facility. That's
t he copper | oop. Not ADSL, not advanced services, not
trunki ng, not switching, not long haul. The market wl|
provi de capital to conpete with all of those and already is.

But that loop is not in a condition today to
accept advanced services. One of the players has to do
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they have no interest, no economc interest in doing so.
MR MCM NN In fact, an econom c disactive
disinterest fromdoing it.
MR. CROANE: Well, sure. They're acting in their
econom c interests. \Wat else would they do?

MR MCM NN: | asked --
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MR. CROANE: And finally -- | have one |ast point.

And finally, | think you got to renenber that today' s w de
band -- today's broadband is tonorrow s narrow band. This
process is just starting. |It's going to be continuous.
We're headed -- the bandwi dth of the optic nerve, by the
way, isn't characterized yet. But it's in the gigabits,
per haps hundreds of gigabits a second. So, we've got a
I ong, long, long period of tinme before we deliver the kind
of bandw dth that peopl e demand.

And i ndi vi dual assunptions about technol ogi es
w nners and | osers, whose got to provide the service, wll
prove inaccurate. You've got to let the market operate.

CHAI RVAN KENNARD: Thank you. M. MM nn?

MR. MCM NN:  Yeah, | woul d agree whol eheartedly
with Jimthat it is the last mle that is the critica
bottl eneck. You know, Joe worries about his cost of
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backhaul s being his highest costs. That's the third or
fourth highest costs that | pay. | pay for loops. | pay
for co-location. | pay for power. | pay for floor space.
| pay for a lot of other things to the ILEC that make them a
much bi gger cost el enent of ny service.

And they're actually not very interested in
selling nme that stuff. | asked every single |ILEC that |
deal with -- who in this corporation, is paid a sales
comm ssion for how nmuch revenue | generate for you? And
each and every |ILEC they say, "absolutely no one."” And they
| augh at the notion that they m ght want ny revenue. That
is a conflict of interest.

And the only way it's going to be resolved is to
split the provision of the things that |'m buying that |
want to buy a lot nore of away fromthe group that actively
wants to di scourage ne from buying them

COM SSI ONER NESS: M. McM nn, woul d having a
Section 272 separate subsidiary -- structurally separate
subsi di ary, address sone of the concerns that you're raising
as opposed to the conpetitive carriers separate subsidiary?

MR MCM NN |I'mnot a |legal expert. | cone into
this whol e munbo junbo nuch like Mlo did only in the | ast
several years. So, | won't -- | can't directly answer your
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guestion relative to the legal requirenents. Let nme answer
it froma business standpoint.

| want them on equal business footing, so that
what ever | can do, they can do. \Watever | can't do, they
can't do. And so, their incentive is aligned -- their
econom c incentive is aligned directly with m ne.

COW SSI ONER NESS: Wul d anyone else like to
answer that question or have experience with that question?
M. Chrust?

MR CROWNE: | hate to admt this, but 10 or 12
years of working in comrunications has nade ne nore of a
| egal expert than | would like to be. And | think if you
want to -- well, what | think is an excellent nodel for what
can work in ternms of structural separation, |ook at Enpire
City Subway. That's the organization that provides conduits
to all comers in New York. [It's owned by Bell-Atlantic now.
It's a conpletely and structurally separate subsidiary, and
it works. It works very well.

COW SSI ONER NESS: So, you agree that structural
separation woul d provide the type of conpetition that you
woul d - -

MR CROANE: Wth the term"structural" of course,
having to be carefully defi ned.
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COW SSI ONER NESS: M. Chrust?

MR. CHRUST: | would say in answer to this and in
direct answer to the Chairman's point in terns of
suggestions, |'d say, first, understand the incentives of
the three constituencies you' re hearing at this En Banc
hearing. One is the incunbent protecting his market share.
Two is the interexchange carrier trying to reduce his access
costs, which is his largest costs for his primary source of
revenue, which is voice communi cations controlled at the
| ocal | evel by the incunbent, which allows himto pay those
70 percent of earnings out in dividends.

Havi ng stated that, | would suggest three
alternatives or three recomendations. One is a separate
conpany, not a separate subsidiary. | don't think there is
great risk in creating a separate conpany and insuring that
t hat conpany has no incentive to delay or block any of the
facilities that are essential from being provided to al
ot hers.

Second of all, | would make sure that |ocal and
| ong di stance renmai ns separated for sonme extended period
into the future dealing with a market power issue. And
third, I would argue that enforcenent of the equal access
i ssues, the operating issues, be very aggressively

Heritage Reporting Corporation
(202) 628-4888



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

91
i npl enmented and nonitored over the next nunber of years.

MR ZELL: But if you want to mx it up, | just
want to point out that these are nutually exclusive
outcones. If you want to create a separate entity, clearly
that will give you a very clean easy way of assuring that
peopl e get access to that essential unbundled elenent. It
just will absolutely have the adverse effect if the
objective is to try and find a way to serve all Americans
wi th new hi gh speed data services.

Don't kid yourself. There is a huge econom c
i npact to solving the problemthat way.

CHAl RVAN KENNARD: M. MM nn?

MR MCM NN No, it won't. Joe, you' re |ooking at
it as if you are a CLEC that has to pay your exorbitant
prices. And that's why the business case didn't close. |If
you are a CLEC that pays prices to an ILEC that's encouraged
to lower their costs, they will be |lowered dramatically and
t he busi ness case will close.

MR, CHRUST: Can | al so suggest one |ast point, at
least fromny end that | think is getting | ost here? Mich
of the debate has surrounded around the existing copper
loop. It seens to nme the incentives ought to be directed
towards creating alternative | ocal broadband capacity,
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because if we don't do that, we will find ourselves, because
of Jims comment in the ever increasing demand for | ocal
bandw dth, in an environment where DSL w |l not neet the
demands of the marketpl ace.

COMM SSI ONER NESS: These are not nutually
excl usi ve objectives.

MR. CHRUST: No, |I'mjust --

MR CRONE: And I'mafraid we've bunped into
physics here at a certain point. Facts are at the portion
of the electromagnetic spectrumthat w rel ess operates,
we're in the negabits and gigabits. Wen you're up in the
wre line fibre area, we're tal king about taraHertz and
tarabits.

And I"mafraid we're tal king about water mains and
garden hoses in the sanme sentence. Wreless is not going to
provi de the kind of broadband access that all of us want
into the future. Certainly, it has its place. For |ower
density and nobility, it's excellent. But just as a matter
of physics, you're not going to see a conpetition between,
you know, glass and the tarahertz and wireless in the
megaHertz and gi gaHert z.

CHAI RVAN KENNARD: M. Medin?

MR. MEDIN. Actually, if you feed a wrel ess

Heritage Reporting Corporation
(202) 628-4888



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

93
network with lots of fibre optic cells, you mght be able to
actually do a | ot better job of that.

MR. CROWE: You can't antenna nmeans. Wre to hook
it up.

MR MEDIN. Well, that's right. But the point is
the actual last mle mght not have to be fibre.

MR. CROWNE: Substitute technol ogies.

MR MEDIN. Yeah. | would also just agree that |
think in a lot of cases, we're trying to figure out ways of
slicing the kidney bean here. The thing that you want to
do, that the Comm ssion ought to do is create incentives for
alternate technologies, i.e., you know, cable, the wireless
guys, et cetera, to go after it. Because as an engi neer,
it's been ny experience that when you deal with remarketing
of facilities or you' re buying whol esale/retail, you don't
get tremendous big -- trenendously large price sw ngs.

When you go in with totally different technol ogy,
you have much nore churn, nmuch nore opportunity to actually
change the whol e nodel of how busi nesses are provided and
served. And creating those incentives so that operators
with alternative facilities can, you know, have a reasonabl e
shot at making a profitable business, will actually do,
think, a lot nore to actually |ower the cost of existing
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infrastructure than just reselling existing stuff.

CHAI RMAN KENNARD: M. Hooper ?

MR. HOOPER: Yeah. | just wanted to conment on,
Comm ssi oner or M. Chairman, your conment on the essenti al
elements. And | agree with everything that's been said
about the unbundl ed |oop as the essential el enent and co-
|l ocation. But | would also add the OSS system | nean, no
one's tal ked about that. And the provisioning rate that the
ILECs will allow you to provision

| nmean, we do business in Southern California
right now, and we alone, in Southern California with Pac-
Bel |, exhaust their capacity for unbundl ed | oops as one
operator. They've got to be able to expand their capability
if you do create these separate structured subsidiaries.
Wthout that, they still control the bottl eneck.

COW SSI ONER NESS: That actually brings a
gquestion to bear on M. Zell's comment. You seemto suggest
that there's no earthly way that you' re going to be able to
provide the services but for inter-LATA relief. One way of
getting of inter-LATA relief would be through opening up
your | ocal market to conpetition and neeting the checkli st
requi renents. You still have to provide separate
subsidiaries to provide |ong distance service. But can you
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comment on that? Wy isn't that, certainly, sonething that
you ought to be working towards?

MR ZELL: Well, we believe that we are working
towards it. | know that that's a subject of great debate
because you all eval uate how hard you think we're working
towards it. And | guess fromny perspective, | just want to
go back and reiterate. | understand your point that we have
got to figure out a way to nmake sure that conpetitors have

access to those essential elements. And that is our

intention. | do want to work that out.
All I"'mtrying to suggest is, | amin the business
of running the business. | amnot a |lawer. | amjust

trying to figure out a way to drive this out to our consuner
mar ket, and | understand where sonme of those economc
hurdles are. And that's what I'mtrying to elimnate.
Clearly, this ability to get in sonetine in ny
lifetime, with inter-LATA relief just for data services, nmay
keep us from becom ng dead man wal king relative to these new
servi ces.
COWM SSI ONER NESS: Can anyone, |awer or non-
| awyer, point to anything in the law or |egislative history
t hat suggests that Congress used the phrase network el enents
or any tel ecommunication service or inter-LATA services to
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apply only to voice, not data, not circuit switch not packet
switch? Can anyone point to any |l anguage in the |aw or
| egi sl ative history?

M . Shadman?

MR. SHADMAN:. Unfortunately, I'"'mnot a | awer so
won't be able to help you with that. But since |I'msort of
maybe a busi ness person and an operations person, | think
that Iaw was clearly intended not to forever and ever put
certain conpanies in servitude and indentured servitude.

But it was nore of a -- sort of a historical perspective.

And clearly, the intention was nost of those
things had to do with the market power in the voice world.
| think they have gone around and around. There is no
mar ket power as far as the incunbent LEC s are concerned. |
can tell you that probably the conbined |ILECs represent |ess
than 10 percent of the total data market that we are talking
about at this point. There is no existing market power. |
mean, clearly, the incunbents have incunbency, and they have
mar ket power in existing voice services. And that, | think,
is a nmuch nore conplicated process to go through

So, that's really, | think, the issue. And can
maybe pose one nore iten? You nentioned the 272 issue.

t hi nk what ever the Comm ssion does has to encourage the
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efficient use of the central office, which is another part
of what's needed to install these allotnents. And | think
that 272 restrictions does force the incunbents to do actual
physi cal installations, as opposed to a virtual arrangenent,
whi ch are much nore efficient. And | think that conbination
shoul d be available to all parties to use that space much
nore efficiently.

CHAI RVAN KENNARD: M. Morris?

MR MORRIS: |If | could go back to the prior
Chai rman's comment where he said, "Wiat we need is not a
voi ce network that can carry data, but a data network that
can carry voice." | think if we look at a separate
subsidiary, what we're doing is believing that we're in a
static environnent where we can divide voice fromdata. W
sinply cannot do that.

I f you look at the Sprint ION network, it is
digitizing voice. Voice will go over it. It wll be just
another bit on the stream

I f what you do is set up a separate data
subsidiary for several ILEC s, it is not a large step to
digitize voice. You have deregul ated their network, created
a de facto nonopoly in that where they are first to depl oy
in many areas, not made that a |evel playing field.
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So, | don't believe that you can create a separate
subsidiary called data subsidiary and have that work. You
may consider the local |oop subsidiary as sonething that
m ght be of nerit, but you certainly can't divide it al ong
voi ce and data |ines because those are nerged together
t oday.

CHAI RVAN KENNARD: Good point. M. Chrust, |
think you'll have the last word today. M. Chrust?

MR, CHRUST: | just wanted to actually just
address a point that Jimhad nmade, which seenmed to inply
that wireless technology and the |l ocal |oop had relatively
limted application, and | couldn't let that go.

MR. CROWNE: Forgive ne if | gave that inpression.

MR CHRUST: | think it's inportant to understand
that the fibre-based carriers in the United States have
gotten to a grand total of about 10,000 buildings. WnStar
has gotten to about 2,500 in about one-third the tinme. And
we fully expect that within a two to four year period, we'll
be in at | east as many buildings as the fibre-based carriers
at the local loop level delivering in excess of multiple OC3
capacities to each building we address. Thank you.

CHAI RVAN KENNARD: Thank you. Conm ssi oner
Tristani, did you have anot her comrent?

Heritage Reporting Corporation
(202) 628-4888



N

o o A~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23

99

COWM SSI ONER TRI STANI: | just want to nmake a
cl osi ng comment .

CHAI RVAN KENNARD:  Ckay, pl ease.

COM SSI ONER TRI STANI: | want to thank the
panelists. This has been, for ne, in ny nine nonths here,
the nost interesting en banc that we've sat at. And | don't
know if it has something to do with at |east six of you are
engi neers. | don't know, maybe nore. But even though I'ma
| awyer, it's very refreshing to hear fromyou, and | ook
forward to working sone nore on these difficult issues and
heari ng nore about solutions for the rural world, which my
be the sanme solution for everyone. But there are definite
concerns, because it's access and bandw dth for all Anerica
that we're tal king about.

CHAI RVAN KENNARD:  Thank you, Comm ssi oner.
Comm ssi oner Ness, closing remarks?

COMM SSI ONER NESS: Just want to thank all of the
panelists. You've provided us with a lot of information
whi ch we can proceed to anal yze the situations. Thank you.

CHAI RVAN KENNARD:  Comm ssi oner Furchtgott-Roth?

COW SSI ONER FURCHTGOTT- ROTH.  Well, | will echo
t he comments of Comm ssioner Ness and Commi ssioner Tristan
in thanking you. | agree with Conm ssioner Tristani. This
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has been one of the liveliest and nost useful panels that
we've had here, and that's a testanment to what you brought
to the table here today. So, | appreciate that very, very
much and | ook forward to working with you closely as we
resol ve these issues.

|'d also like to thank the FCC staff who made this
possible. In particular, Rebecca Dorch and Marcelino Ford-
Livene. Also, Stag Newran, Dr. Bob Pepper, Dale Hatfield,
Larry Strickling, Audrey Spivack and Jeff Lanning in the
General Counsel's office.

So, thank you all very nuch for com ng.

(Whereupon, at 1:15 p.m, the hearing was

concl uded.)
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