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SBC California (“SBC CA”) files these comments in accordance with the procedures set forth in OIR 03-04-003.  

INTRODUCTION

SBC CA welcomes this opportunity to assist the Commission with Senate Bill 1563’s mandate to develop a plan for encouraging the widespread availability and use of advanced communications infrastructure.
  Access to high-speed Internet connections means faster communications, more efficient workplaces and enhanced economic opportunities.  Almost every day, consumers read about new broadband technologies, products and services that are better and more affordable.  To create a plan that will promote cost-efficient investments and increased availability and usage, the Commission must be in a position to answer basic questions about the overall availability, capabilities and use of broadband options already offered to the public.  

Today, broadband services are available to many businesses and residences in California.   According to the FCC’s most recent High-Speed Internet Services Report, 96 percent of the Zip Codes in California have at least one high-speed service provider.
  Currently, providers of broadband technology platforms such as cable, telephone digital subscriber line (“DSL”), fiber-to-the-premise (“FTTP”), satellite, wireless and WiFi are competing with each other -- on an “intermodal” basis -- to meet the growing demand for broadband services.

Innovation is leading to a convergence of technologies where one platform is being replaced by bundles of multiple service platforms.  Cable providers handle broadband and telephony, and telephone networks are being evaluated to provide video; these developments are almost indistinguishable to the customer and may result in an even richer set of applications and more consumer choice.  In spite of such developments, the lack of public information on access and usage is problematic for this proceeding.  The identification of access and usage issues and their relationship to economic growth, job creation and other social benefits is a complex task. 

Thus, discovering what needs may exist for building and expanding broadband infrastructure is one facet of this proceeding.  The reasons why consumers choose not to use advanced communications is another facet to be explored by the Commission.  The availability of broadband does not automatically mean that a customer or particular organization will use advanced services.  For some potential customers, lack of training or available means for integrating the technology into their daily lives or organizational practices are examples of obstacles for usage and adoption.  Other potential customers may simply not be interested in the service as yet, for a variety of reasons that can include its higher cost relative to dial-up alternatives that still work well for many.  In developing its plan, the Commission should take into account the following:  

· The Commission must provide a clear and consistent policy direction in favor of investment in advanced services and recognize that regulatory policy can impact investment decisions

· The Commission must advance intermodal competition and promote technology neutral policies, i.e., public policies that do not favor one technology over another

· The Commission must recognize that no single technology platform can meet the needs of all consumers; that the use of different technologies, including non-broadband alternatives, will vary depending on each customer’s unique needs

· Advanced communications technologies such as cable, wireless and satellite services have developed and flourished in the absence of regulation

A plan that recognizes these basic principles should enable the Commission to assess the current state of advanced technology deployment to customers and to identify any important barriers or impediments to further investment in (and use of) these technologies.  Such a plan, if pursued earnestly, has the potential to encourage significant economic growth and employment, provide social benefits to consumers, and assist California businesses in competing in national and international markets.

I.
ISSUES POSED BY THE OIR

A. Existing Barriers To The Ubiquitous Availability And Use Of Advanced Telecommunications Technology

i.
Lack of Data on Broadband Deployment
Access to advanced services in California is not ubiquitous, but is widespread.  A key barrier that the Commission must overcome in developing its plan for the Legislature is the lack of data on access and usage of broadband services.  Information gathering will help the Commission to understand the nature and breadth of broadband deployment.  Therefore, the Commission should begin collecting data on access and usage, and on public and private programs intended to help further deployment.  The accumulation of such information will lead to a better understanding of the advanced services market and facilitate a means to address unmet needs.  
ii.
Adoption of Broadband

Today’s customers have a variety of options and can obtain high-speed access to Internet based information and applications through cable, DSL, FTTP, satellite, wireless and WiFi providers.  Although each technology platform relies on a different infrastructure and has unique strengths and weaknesses, the essential purpose is the same:  to provide subscribers with access to e-mail and to the Internet.  This access to high-speed services is seen as valuable to consumers, but there is no guarantee that its widespread deployment translates into a willingness to use or to pay for such technology.  Popular opinion suggests that there is greater service availability in more densely populated regions than in lower density areas, but again, there is very little statewide data to delineate the so-called “take rates” for broadband technology.  A task for the Commission will be to gather the necessary information about the market in an ongoing fashion and to understand whether and where there is a lag in deployment.  

iii.
Technical Barriers

There are several different technology platforms that provide consumer broadband service today; the most prevalent, at least for the present, are cable modem and DSL services. Other broadband platforms include wireless and satellite services and more recently, FTTP and WiFi.  No one technology can be used in every geographical location or serve every population center.  Each technology has its technical limitations.  DSL has a distance limitation from the central office or the DSL cable remote terminal.  Cable modem Internet access is a shared access technology.  Wireless and satellite systems use their signal as a substitute for copper wire or cable strand and may be affected by weather or other geographic conditions.  Satellite delivers high-speed services in excess of 200 kbps on the downstream path, but a limited upload speed may prevent a customer from web hosting or performing other work that requires the use of large amounts of information.  In geographic areas with limited cable or telephone infrastructure, as in many rural areas of the United States, microwave, satellite or wireless may be the better solution.
   

The technology for delivering broadband service is changing so quickly that the optimum solution for a specific location today may be replaced tomorrow.  Just recently, FCC Chairman Michael Powell announced that the FCC was opening an inquiry regarding broadband over power line.  If the technology is successful, the electric power grid might be a practical solution that reaches all Californians.
  Moreover, WiFi, a broadband technology that had limited application until now, is proving to be a cost-effective source of broadband access not only in coffee shop “hot zones,” but in rural communities as well.  The availability of relatively low cost “advanced WiFi transmitters, amplifiers and antennas . . . allow just about anyone to become a free-lance telecom carrier by broadcasting a single broadband signal across a wide area.”
 

The Commission should recognize that technological progress is leading to a convergence of today’s single purpose communication platforms (for example, telephony, cable television, broadcast television and computers) that will eventually redefine the marketplace.  Networks that formerly operated in different markets are now becoming competitors within the same competitive landscape:  cable systems handle telephony as well as broadband services and video, and telephony lines may soon be capable of efficiently carrying video.  This convergence means a blurring of traditional service markets that may result in competing service options that are indistinguishable to the consumer as a practical matter, but may well require revisions in how technology is categorized for regulatory purposes. 

A key component in any broadband policy that promotes ubiquity is the understanding that there is no “one size fits all” but that technology platforms are rapidly converging.  Ubiquitous demand will ultimately result in ubiquitous deployment.  The demand is growing
 and as described above, so are the product solutions.  

iv. Regulatory Barriers 

Another impediment facing deployment in broadband lies in how technology providers are regulated.  Today, the myriad of complicated and uneven local, state and federal
 regulations slows down deployment decisions, adds costs to service and affects the availability of service.  Besides the FCC rules governing broadband, providers of advanced services must contend with the various state and local rules, regulations, fees and delays associated with the placement of their facilities.  Disparate construction, permitting and licensing requirements by local and state agencies also play a role in the deployment decisions of broadband providers.   

Public policies welcome technological innovation to promote individual, social and economic development, but do not yet appreciate or acknowledge the practical realities of deploying, managing and maintaining not only new but current broadband products and services.  Nor do many of these policies recognize that the competition to provide advanced services is intermodal, and that customers will make the choice of technologies depending on what best suits their needs.  Public policies that promote intermodal competition must be technologically neutral and reflect consistent, fair and even-handed governance among service providers.  In turn, such policies will promote a rich framework of interconnected competing and complementary networks that ensure the adoption and deployment of appropriate technologies depending on expense, community needs, location, applications and other factors.  

Everything about new technology is risky.  New technology is risky to develop, risky to commercialize, and risky to market even when the product is already proven and commercially available.  Customers have numerous choices and there is no guarantee that they will select a specific service.  It is essential that regulatory policy foster investment and innovation rather than litigation and arbitrage.  Businesses must evaluate investment opportunities based on sound economics.  Regulatory certainty is essential to attracting investment capital.  The decision to make a capital investment is based on the ability to earn a reasonable return.  This is especially true when making investment decisions related to new technologies.  Even where the choice is not whether to roll out new facilities but where to place them first (since no provider has unlimited, unconstrained capital), choices must be made about which locations or customers to focus on initially.  For multi-state providers (such as SBC, and many of its major competitors), this can involve investment allocation decisions between states, as well.  

Commission and local policies can have the effect of making investments uneconomic, thus depriving the consumer the benefits of new technology.  Similarly, rules that prevent providers from bringing new services to consumers quickly and on flexible terms (so that pricing can readily be adjusted to market conditions, or modified in response to customer demands) adds competitive and financial risk to the viability of the product.  

B.
Whether New Telecommunications Technologies Or The Cost Of Existing Technologies Have Changed In Ways That Would Make Them More Economical To Deploy Statewide 

Broadband services are being extensively deployed in the state today.  As the demand for broadband services grows, the industry will continue to work toward least cost solutions.  For instance, BellSouth, SBC and Verizon recently announced that they have adopted a set of common technical requirements based on established industry standards and specifications for FTTP technology that will enable equipment manufacturers to develop and build FTTP equipment in a more cost-efficient manner.  

The Commission must recognize that communications technology is in a perpetual state of evolution and that no technology has, or ever will, become a panacea for all applications.  It is critical that the Commission allow the marketplace to work, free of policies that might inadvertently advantage one form of technology over another.   

C.
Whether And How Telecommunications Technologies And Their Cost Are Expected To Change In The Future In Ways That Would Make Them More Economical To Deploy Statewide  
No one can predict with certainty what communications technology will develop or whether the expense of deployment and the concomitant cost of management and maintenance will become more economical in the future.  Again, the Commission should recognize that communications technology is in a state of rapid change and that innovation may lead to a convergence of single services and to technologies not yet contemplated. 

D.
Whether The Commission Can Or Should Direct Changes In Technologies, Their Deployment Or Related Infrastructure In Ways That Would Promote More Ubiquitous Availability

The answer to this question is “no.”  Technological innovation and deployment are dynamic processes that have flourished in the absence of regulation.  Ubiquitous broadband availability is a laudable long-term goal.  Ubiquitous access to advanced services can be promoted through technology neutral regulation.  Intermodal competition will lead to the use of a particular technology based on the specific needs of the consumer.  

E. Whether And How Existing Programs Promote The Availability And Use Of Advanced Telecommunications Technology For Inner City, Low Income, And Disabled Californians

Please see the discussion in Section G below.

F.
Whether And How Open And Competitive Markets For Advanced Communications Technologies Can Encourage Greater Efficiency, Low Prices And More Consumer Choice 
There is little dispute that open and competitive markets for any good or service promote greater efficiency, lower prices and more consumer choice.  Such competition is the foundation of our economy, and has facilitated and encouraged the broad-ranging, innovative and dynamic engine of growth that has stimulated our technology and standard of living.

There is no policy issue as to whether open, competitive markets should be embraced for all communications services, including advanced communications technologies.  There is vibrant competition in the broadband market.  Rather, the concerns of this Commission should be:  (1) whether and how the current regulatory process encourages the deployment of these technologies to customers who desire them, and are willing to pay their cost; (2) what programs currently exist that address broadband accessibility and usage; and (3) whether there are specific, important consumer needs that are unmet.   
G.
Whether And How Identified Technologies May Promote Economic Growth, Job Creation And Social Benefits  

There seems little doubt that advanced communications technologies can powerfully promote economic growth, job creation and social benefits.  The Internet and the personal computer have spawned industries that did not exist twenty years ago.  At the same time, like many other important technologies, communications and information technology can cause considerable disruption to the status quo.  Indeed, many of the benefits they deliver are inherently dependent on disruption that can be uncomfortable for policy makers.  For example, on the one hand, information technology can be credited for substantial productivity gains in the economy that have raised living standards and permitted large efficiency gains to occur for the benefit of consumers.  On the other hand, the cost savings realized by the same productivity gains can reduce employment in certain sectors. 

H.
The Adequacy Of Current Efforts To Provide Educational Institutions, Health Care Institutions, Community-Based Organizations, And Governmental Institutions With Access To Advanced Telecommunications Services

Many programs, both public and private, address the accessibility of advanced communications services to educational institutions, health care institutions, community based organizations (“CBOs”), governmental institutions, and inner city, low income, and disabled Californians.  Through grants, matching funds and donations, these programs contribute hundreds of millions of dollars a year to ensure the widespread accessibility of advanced communications services.  To determine the adequacy of current efforts to promote and to provide broadband access, the Commission should catalog the available programs, the type and amount of funding provided by the programs, the companies and communities taking advantage of these programs, and when possible, the success of these programs.  Listed below are examples of programs that currently address the promotion of increased accessibility and/or acceptance of broadband technologies:

i.
California State Programs

The state government and its agencies actively encourage the deployment of high-speed Internet access to educational institutions, health care institutions, CBOs, and governmental institutions through a number of channels.  The state gives funds to organizations such as the Corporation for Education Network Initiatives in California (“CENIC”), the Internet Education Equal Access Foundation, California State University, Hayward (“IEEAF”),
 and the Center for Information Technology Research in the Interest of Society (“CITRIS”).
 The Commission manages the Deaf and Disabled Telecommunications Program/California Telephone Access Program (“DDTP/CTAP”) and the California Teleconnect Fund (“CTF”).

The newly expanded CTF provides a critical source of funding to educational institutions, health care institutions, CBOs and government institutions.  CTF’s funding, which is drawn from a ratepayer surcharge, is currently in jeopardy.  The proposed elimination of the CTF is inconsistent with the Legislature’s mandate to promote CTF utilization and Senate Bill 1563’s goal of assuring affordability and availability of high quality telecommunications in California.  In light of its legislative mandates, the Commission is in a unique position to advocate the viability of the California Teleconnect Fund. 

ii.
Federal Programs

The federal government also funds a number of broadband Internet access programs.  These programs include:  the FCC’s Schools and Libraries Universal Service Program (“E-Rate”); USDA’s Rural Utility Services (“RUS”); and the Center for Multidisciplinary Optical Switching Technology (“MOST”).  E-Rate provides discounts to connect schools and libraries to the Internet.
  The CTF and E-Rate programs are complementary and when combined, make basic and advanced communications services affordable for many schools and organizations. RUS provides many programs for financing rural America’s telecommunications infrastructure, including broadband access.  RUS has funded California companies, including ILECs, wireless providers, school districts, and tribal organizations.
  MOST, based at the University of California at Santa Barbara, is federally funded to conduct research on optical switching technology for future advances in communications and Internet capability.
 

iii.
Municipalities 

Cities, counties and municipalities are actively engaged in bringing high-speed access to their communities.  Some local governments have already performed analyses on broadband deployment.  For example, the Association of Monterey Bay Area Governments (“AMBAG”) commissioned a study to identify areas of the region where broadband is not available to businesses and to spearhead demonstration projects that will increase access and use to encourage economic development.
  

iv.
Non-Profit Programs

There are also a large number of non-profit organizations that have been established to deliver the benefits of broadband service to Californians.  Both public and private sectors fund these programs.  Examples of these programs include: CENIC, a state funded, not-for-profit corporation, that is in the process of building a fiber backbone to serve all California schools and universities; Internet2, a national group of over 200 U.S. universities, working with industry and government to develop and deploy advanced network applications and technologies to accelerate the creation of tomorrow’s Internet; COMPUMENTOR, a non-profit California organization specializing in technology assistance; and the California Community Technology Group, a collaboration of over 20 community organizations that provide services to residents in low-income communities through Operation Computers In Our Future initiative and other community technology programs. 

v.
Private Programs 

Private enterprise has actively provided financial support, best practices, useful tools and helpful strategies for taking advantage of advanced communications.  SBC is one of many corporations in California dedicated to improving the accessibility and use of broadband.  SBC sponsored programs help to identify and develop telecommunications technology solutions aimed at diminishing the barriers to full social, civic and economic adoption of broadband technology.

Since 1995, the SBC Foundation has awarded more than $108 million in grants for education initiatives.  SBC established the Knowledge Network Explorer (“KNE”) website, http://www.kn.sbc.com.  SBC's Knowledge Network Explorer provides online learning, a library of web-based resources for teachers and librarians, training support, and discount information related to computer usage and high speed Internet access.  The KNE receives more than 1.5 million “visits” a month.   
Also, in conjunction with the Pacific Telesis/SBC merger, SBC and more than 100 community organizations founded the Community Partnership Agreement (“CPA”) in October 1996.  The CPA is designed to ensure that more of California’s neediest residents gain access to telecommunications services, technological advances and consumer protection.  The Agreement contains three key components:  the Community Technology Foundation of California (“CTFC”); the Universal Service Task Force; and a research program.  The CTFC is an independent community foundation focused on providing strategic grant making, resources, tools, and training to underserved communities.  The CTFC was funded with $50 million by SBC.  The CTFC enhances the capacity of underserved communities to understand, design and use both basic and advanced telecommunications and information technologies. 

SBC is not the only corporation that is investing in the future of California.  SBC encourages the Commission to reach out to the corporations involved in the communications industry to identify other programs that promote access and usage.   

I.
Whether Existing Law And Policy Encourage Fair Treatment Of Consumers Through Provision Of Sufficient Information For Making Informed Choices, Establishment Of Reasonable Service Quality Standards, And Establishment Of Processes For Equitable Resolution Of Billing And Service Problems 

These questions are presently before the Commission in the Service Quality OIR and the Consumer Bill of Rights proceedings.  The Commission should forego further investigation into these matters in this proceeding to avoid duplication of effort.   

II.
CATEGORIZATION, NEED FOR HEARINGS, AND PRELIMINARY SCOPE AND SCHEDULE
SBC CA agrees with the categorization of this proceeding as “quasi-legislative” and the preliminary determination that evidentiary hearings are not needed.  SBC CA supports the scope of, or schedule for, the proceeding as specified in the OIR.   
III.
SUPPLEMENTAL QUESTIONS

The Commission should consider the following questions in developing a plan to respond to the Legislature’s mandate:  

1. What percentage of Californians has access to Broadband service?   

2. What percentage of Californians has access to more than one type of broadband service, e.g., Cable Modem, DSL, FTTP, Wireless, Satellite? 

3. What percentage of Californians with access to broadband services is purchasing the service? 

4. What broadband services are being purchased?  

5. Are there customer populations who disproportionately do not subscribe to a broadband service?  If so, why?

6. What geographic areas do not currently have access to any broadband technology?  Are there any plans to serve this area?  If so, by what type of technology and when? 

7. What federal, state and local government programs are available to assist in the promotion and acquisition of broadband service in California (e.g., E-Rate, RUS, CTF)?  What is the status of these programs?  How are they funded?  Who is participating in these programs?  Where has broadband been deployed as a result of these programs?   What type of broadband was deployed?

8. What broadband related non-profit and philanthropic programs are available (e.g., CENIC, CITRIS, Community Technology Centers Network, CTFC)?  What is the purpose of each program?  How are they funded?  Who do they serve?  Have they achieved their purpose?

9. What Commission proceedings are underway which could encourage use and deployment of advanced services, infrastructure and economic development?

10. Describe any planning and analysis work that has been undertaken or is currently in progress by private and public organizations related to increased broadband accessibility and usage.  Who prepared the study?  What conclusions and/or recommendations were made as a result of the study?  What action has been taken as a result of the study?

CONCLUSION

This OIR provides the Commission with an excellent opportunity to begin collecting information about all aspects of deployment and usage to understand whether and where unmet demands exist.  In doing so, the Commission must learn about the existing public and private efforts that serve the technology needs of all Californians.  

The Commission must also become an advocate for the California Teleconnect Fund, which is in jeopardy of losing millions of dollars to facilitate the deployment and implementation of advanced services to schools, libraries, public health, local government and community based organizations.  In light of its legislative mandate under Senate Bill 1563, the Commission is in a unique position to champion the protection of the California Teleconnect Fund.   

The Commission must advance intermodal competition and promote technology neutral policies.  No single technology platform is likely to meet the needs of all consumers; the use of different technologies, including non-broadband alternatives, will vary depending on each customer’s unique needs.     

A plan that recognizes these basic principles should enable the Commission to assess the current state of new technology deployment to customers and to identify any important barriers or impediments to further investment in and use of these technologies.  Such a plan, if pursued resolutely, can encourage significant economic growth and employment, provide social benefits to consumers, and help California businesses compete in national and international markets.
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� The terms “advanced communications,” “broadband,” “advanced service,” “high-capacity” and “high-speed” are used interchangeably in these Opening Comments.


� High Speed Services for Internet Access:  Status as of June 30, 2002, Industry Analysis and Technology Division, Wireline Competition Bureau, December 2002, Table 10.


� In its most basic form, a wireless network requires only a transmission device on one end and a transceiver on the other end to be operational. In contrast, wireline systems incur the expense of preliminary work, feasibility studies, right-of-way negotiations, trench digging, fiber-optic cable laying, buried and aerial construction involved in landline reinforcement, infrastructure build-out, and continued maintenance.


� The FCC has licensed seven companies to conduct field tests in roughly a dozen communities around the country, including Raleigh, NC; Potomac, MD; Cincinnati, OH; Lehigh, PA; and Briarcliff, NY.  John Markoff and Matt Richtel, New York Times, “Internet via the Power Grid: New Interest in Obvious Idea,” April 10, 2003


�  Jon D. Markman., “Supermodels, Why buy wi-fi if you can get it for free?” Moneycentral.msn.com, March 12 2003. <http://moneycentral.msn.com/content/p42863.asp>  


� According to the FCC’s December 17, 2002 press release regarding statistics on the deployment of high-speed connections to the Internet in the United States, “High-speed lines connecting homes and businesses to the Internet increased by 27% during the first half of 2002, from 12.8 million to 16.2 million lines, compared to a 33% increase, from 9.6 million to 12.8 million lines, during the second half of 2001.”


� The FCC is currently considering what rules should be applied to broadband in four open proceedings: (1) Review of the Section 251 Unbundling Obligations of Incumbent Local Exchange Carriers, CC Docket Nos. 01-338; 96-98; 98-147 (the Triennial NPRM);  (2) Review of Regulatory Requirements Incumbent LEC Broadband Telecommunications Services, CC Docket No. 01-337 (ILEC Broadband Telecommunications Services NPRM); (3) Appropriate Framework For Broadband Access To The Internet Over Wireline Facilities, CC Docket Nos. 02-33, 95-20, 98-10 (Broadband NPRM); and (4) Inquiry Concerning High-speed Access to the Internet over Cable and Other Facilities, CC Docket No. 00-185, CS Docket No. 02-52 (Cable Modem NOI).


� The IEEAF ensures enhanced educational access to bandwidth for educational institutions and their academic, research and services by provisioning connectivity of network assets, facilities, space and resources.


� CITRIS is California partnership of university, industry, and government whose purpose is to propel California to new solutions and leadership in technology to tackle society’s most critical needs.  Located at the University of California, CITRIS will sponsor research on problems that have a major impact on the economy, quality of life, and future success of California.  CITRIS is funded through corporate and private donors, almost all it contingent on $100 million in matching state funds (www.citris.berkeley.edu).


� SBC California customers receive approximately $20 million dollars in E-rate discounts per year.


� RUS provides many programs for financing rural America’s telecommunications infrastructure. The “traditional” infrastructure loan program, consisting of hardship, cost of money, �HYPERLINK "rtb/index_rtb.htm"��Rural Telephone Bank�, and guaranteed loans, provides financing of broadband and other advanced services. Since 1995, every telephone line constructed with RUS financing has been capable of providing broadband service using DSL technology. The �HYPERLINK "dlt/dlt.htm"��Distance Learning and Telemedicine� program continues its charge to wire schools and improve health care delivery in rural America.  A new Rural Broadband Loan Program authorized in the 2002 Farm Bill will make available $1.455 billion in loans and loan guarantees this year for construction, improvement and acquisition of facilities and equipment to provide broadband services to eligible rural communities.  Several California companies have already applied for this loan (www.usda.gov/rus/telcom).  


� www.ece.ucsb.edu/MOST


� The AMBAG report was funded in part through grants from the California Technology, Trade and Commerce Agency and the California Consumer Protection Foundation.  
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