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The Association for Local Telecommunications Services (“ALTS”), pursuant to the Notice of Inquiry (“NOI”) in the above captioned proceeding, released February 18, 2000, hereby files its initial comments on the deployment of advanced telecommunications capability.

INTRODUCTION

As a trade association, ALTS does not collect the specific information requested in the NOI, and ALTS expects that individual carriers will provide such detailed information to the Commission.  Accordingly, ALTS is submitting general information about competitive local exchange carriers (“CLECs”) and the deployment of data services as compiled in a recent ALTS Report, “The State of Competition in the U.S. Local Telecommunications Marketplace” (“ALTS State of Competition Report”).
  This report analyzed the markets for both voice and data services and compiled noteworthy CLEC data regarding geographic concentration, capital formation, investment in new infrastructure, revenue and access line growth, deployment of DSL services, access to buildings, and market capitalization.  Overall the report concludes that competition is progressing throughout the nation, generating benefits for consumers and the national economy as a whole.
  The competitive industry has grown by almost every metric analyzed—number of carriers, miles of networks constructed, revenues, market share, and customers served.
  While there are still strides to be made to fully open the local markets to competition, CLECs have captured 5-7% of the market share for local services,
 demonstrating that the market-opening provisions of the Telecommunications Act of 1996 (the “Act” or “1996 Act”) and the Commission’s rules are operating nationwide to bring competitive services, including broadband services, to consumers. 

Nearly half the country now has access to Digital Subscriber Line (“DSL”) broadband services, with over 500,000 DSL lines now in service.
  The data collected in the ALTS State of Competition Report shows that the market for advanced services is growing rapidly and is a primary focus for competitive carriers.  As additional barriers to entry are eliminated, the benefits of competition will spread even more rapidly.  For example, until CLECs are able to access multi-tenant buildings under the same conditions as the incumbent local exchange carriers (“ILECs”) access those buildings, competition there will be stalled.  Once CLECs have nondiscriminatory access to those buildings, tenants will have true competitive choice of carriers for both local and advanced services.

The most effective way for the Commission to encourage further deployment of advanced telecommunications capability is to continue to develop pro-competitive policies and to ensure that all incumbent carriers comply with the market-opening provisions of the Act.  As long as the providers of monopoly-provisioned services and facilities are required to make those services and facilities reasonably available to all other carriers, a vibrant, competitive market for broadband services will continue to develop.  Finally, the Commission must ensure that the unbundling requirements of the Act are enforced so that a level playing field will exist and competitive carriers are not foreclosed from providing any particular service. 

I. 
THE MARKET FOR ADVANCED SERVICES IS THRIVING, AND DEPLOYMENT IS ADVANCING AT A “REASONABLE AND TIMELY” RATE. 

Almost one-half of the consumers in the country can now receive DSL service from a local exchange carrier.
  Competitors currently provide over 100,000 of the 500,000 DSL lines in service today, and the number of competitor lines is expected to increase fivefold by the end of 2000.
  The ALTS State of Competition Report highlights the dramatic increase in deployment of DSL services by competitors over the past few years, using CLEC collocations of data equipment as a surrogate metric.  In 1998, CLECs were collocated in 1,430 end offices, which increased to 5,700 in 1999, allowing data CLECs to offer DSL service to about 25% of the nation by the end of 1999.
  As competitors rush to rollout broadband facilities, collocations are expected to approach 10,000 in 2000, with data CLECs able to provide DSL capability to 40% of the U.S. in the coming year.

The growth in CLEC data revenues further demonstrates the growth in deployment of advanced services.  While collocation data demonstrates the deployment of advanced services capability by CLECs, analysis of their data revenues shows the growth of actual consumer purchases and use of the services.  CLEC data revenues, which include both long distance and local, have dramatically increased each year from the base of $87 million in 1996.
  Those revenues almost quadrupled in one year from $2.4 billion in 1998 to $9.4 billion in 1999.
  With increasing revenue expectations this year, facilities-based CLECs will continue to rollout these services.

CLEC investment in new infrastructure has and will continue to spur the rapid deployment of advanced services.  The ALTS State of Competition Report highlights that the number of CLECs has increased sixfold since the passage of the 1996 Act—from close to 50 competitive carriers in 1996 to over 375 in 1999, of which 333 own or control and operate some of their own facilities.
  Based on this data, it is clear that a large percentage of the operating CLECs have invested in new infrastructure that will benefit the communities they serve.  In fact, since the passage of the Act, competitive carriers have invested a total of over $30 billion on new telecommunications infrastructure and during that time have increased such spending by over 400%.
  In contrast to ILEC investment of 23.3%, CLECs have invested over 56% of their total revenue into their new networks.
  Much of this investment is targeted toward facilities to provide advanced services.  Thus, with an estimated CLEC investment of over $1 billion every month in their networks,
 CLECs will be able to rapidly create and deploy innovative services throughout the country. 

II. 
COMPETITIVE CARRIERS NOW PROVIDE SERVICE IN EVERY STATE IN THE U.S. AND WILL HELP BRING COMPETITIIVE BENEFITS TO ALL AMERICANS.
One of the most significant findings of the ALTS State of Competition Report is that every state in the nation now benefits from the entry of at least one competitor into the local telecommunications market.
  This includes some of the most rural states, such as Alaska, Montana and West Virginia.  “Perhaps even more striking is that the “average” state already has 21 to 30 CLECs in operation.  This is a strong sign that competitors intend to offer competitive service in urban, suburban and rural areas of the country.”
 

Just because deployment may not be as robust in residential and rural areas as in business and urban markets does not mean that such deployment is unreasonable or untimely.  ALTS cautions the Commission not to place too much emphasis at this stage on the fact that deployment has reached more business than residential customers. Although broadband services have been deployed in limited areas for the past three years, the residential market for these services is still in its infancy and will continue to grow. For example, with the increasing number of people establishing home offices, the demand for broadband services to residential markets is expanding and will naturally lead carriers to provide services to those customers. This deployment will also spillover to benefit consumers in those areas who may not have established home offices but wish to purchase broadband services for their personal use at home.

Moreover, ALTS concurs with the Commission’s supposition that deployment to business customers may be a catalyst to deployment to residential customers in a particular geographic area.
  The strategy of many competitive carriers involves initially targeting business customers to ensure that entry into that market will be successful.  Once the carrier has established a foothold in the market, it will typically expand its offering to residential customers in that area.  Thus, the disparate deployment between those markets should not be viewed as a setback to be addressed by the Commission at this time; rather the extensive deployment of broadband services to business customers should be regarded in most cases as a precursor to entry into the residential market.  By continuing to implement pro-competitive policies for both markets, the Commission will be able to foster broadband deployment in the residential, as well as business, market without attempting to create artificial incentives or requirements for broadband deployment to residential users.

More importantly, it is clear that CLECs are already deploying advanced telecommunications capability to residential customers. Several of ALTS’ members currently offer broadband capability to residential customers, and others have business plans that include the provision of such services to residential markets in the future.  For example, Covad Communications recently announced its DSL services would be available to over 625,000 residential customers in the Pittsburgh, Pennsylvania surrounding areas and in 600,000 homes in the areas of Richmond and Norfolk, Virginia.
  Covad expects its network to reach more than 40 percent of all U.S. homes by the end of 2000.
  In November 1999, Rhythms NetConnections announced its plans to double its current deployment to reach over 70 markets, covering 45 percent of homes in the U.S.
  And NorthPoint Communications’ broadband network currently serves 33 markets and is expected to pass almost half of all U.S. homes and business by the end of the year.
  These announcements regarding present and future deployment highlight that CLECs are committed to providing broadband services to residential customers.

ALTS commends the Commission for its adoption of the Line Sharing Order, requiring ILECs to unbundle access to the high frequency portion of the loop.
  As the Commission noted in the Line Sharing Order, deployment of DSL lines grew 300% in the first half of 1999.
  Strict enforcement of this requirement will without a doubt boost the deployment of broadband services even further by allowing CLECs to provide such services without incurring the higher costs of purchasing a second line from the ILEC.  By eliminating this former barrier, the Commission has increased incentives for CLECs to rapidly deploy advanced services, especially in residential markets.  Furthermore, because CLEC costs to provision these services are reduced, CLECs will be able to provide the services at economical rates for residential customers, thereby increasing the likelihood that residential customers will actually purchase and make use of these services.  “Once the remaining barriers to competition are removed, residential customers will find that high-speed Internet connections and competitive voice services will be as affordable and as easy to install as a telephone.”

One further action the Commission should take to promote deployment of advanced services, particularly to residential areas, is to mandate that CLECs gain nondiscriminatory access to multi-tenant environments (“MTEs”).
  Competitive carriers have access to only a small percentage of MTEs.
  With 30% of residential customers living in MTEs,
 that leaves a large percentage of the residential market with no competitive choice of carriers for local services or advanced services.  Many MTE owners and managers have placed restrictions on telecommunications carrier access—sometimes barring such carriers altogether—so that competition does not exist for their tenants.
  The restrictions imposed by MTE owners and managers are nullifying the progress made by the Commission and competitive carriers in bringing telecommunications competition to all Americans.  With access to those buildings, competitive carriers could more easily gain a foothold in that market, which would allow them in turn to expand their service offerings to other residential customers in the area.  Thus, by mandating nondiscriminatory access to those buildings, the Commission will spur local competition and the deployment of advanced services to those tenants and the surrounding areas.

CONCLUSION

ALTS applauds the Commission for its work to date in attempting to compile comprehensive data to keep abreast of the state of competition in the local exchange market as well as the advanced services market.  ALTS stands ready to assist the Commission as it seeks to further the deployment of advanced telecommunications services and facilities.
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