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P R O C E E D I N G S 1 

 CHAIRMAN HALL:  Good afternoon, everyone.  We 2 

will call this hearing to order and ask Mr. 3 

Melchers to read the docket, please.  Oh, yeah, 4 

yeah.  Be seated.  No, just stand — stand the 5 

entire afternoon.   6 

  [Laughter] 7 

 Sorry. 8 

 MR. MELCHERS:  Thank you, Madam Chairman.  9 

Commissioners, we are here pursuant to a request 10 

for an allowable ex parte briefing scheduled for 11 

today, at 2 p.m., here in the Commission's hearing 12 

room.  The requester is BellSouth 13 

Telecommunications, LLC, d/b/a AT&T South Carolina.  14 

The topic is: Telecommunications IP Transition.   15 

 Thank you, Madam Chairman. 16 

 CHAIRMAN HALL:  All right.  Thank you.   17 

 And who do we have representing ORS?  18 

 MR. NELSON:  I'm Jeff Nelson, on behalf of 19 

ORS. 20 

 CHAIRMAN HALL:  Okay.   21 

 MR. NELSON:  I guess, would you like me to 22 

give a little — 23 

 CHAIRMAN HALL:  Go ahead. 24 

 MR. NELSON:  I'd like to just briefly do a 25 
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little introductory statement, if I could, for 1 

everybody, to go over the ground rules again.  2 

 For those of you that don't know me, I'm Jeff 3 

Nelson; I'm Chief Counsel at the Office of 4 

Regulatory Staff, and I am here serving as the 5 

designee for the Executive Director of the Office 6 

of Regulatory Staff, per the statutes that control 7 

allowable ex partes before this Commission.   8 

 As the ORS representative, it's my duty to 9 

certify the record of this proceeding to the Chief 10 

Clerk of the Public Service Commission within 72 11 

hours of this proceeding taking place, and that's 12 

in compliance with provisions of South Carolina 13 

Code Annotated Section 58-3-260(C).   14 

 The requirements of the statute are that the 15 

allowable ex parte be confined to the subject 16 

matter which has been noticed; in this case, the 17 

issue noticed was for "Telecommunications IP 18 

Transition."  Secondly, the statute prohibits any 19 

participants, Commissioners, or Commission staff 20 

from requesting or giving any commitment, 21 

predetermination, or prediction regarding any 22 

action that any Commissioner may take as to any 23 

ultimate or penultimate issue which is or would 24 

come before this Commission.  So, secondly — or 25 
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thirdly, I would ask the participants, Commission 1 

staff, anybody, try and please refrain from 2 

referring to any documents, articles, that type of 3 

thing, which is not part of the presentation that 4 

AT&T has already put together here today, because, 5 

with the short timeframe that we have to deal with, 6 

sometimes it's kind of difficult to bring in these 7 

extra documents at the last minute.   8 

 As a final note, I'd like everybody to make 9 

sure that, on the way in, you picked up one of the 10 

forms — you signed in outside, and you picked up 11 

one of these forms [indicating].  It's required of 12 

everybody who attends an allowable ex parte.  13 

Please not only sign the form, which you need to do 14 

and turn it in before you leave, but please also 15 

read the form.  The form isn't just a record of 16 

attendance here, but it also is a certification 17 

from everybody that signs that form that the 18 

requirements of the statute have been complied 19 

with.   20 

 That's all I have, Madam Chair.  Thank you. 21 

 CHAIRMAN HALL:  Okay.  Thank you, Mr. Nelson.   22 

 Mr. Dixon.   23 

 MR. DIXON:  Yes.  Should I step over to the 24 

microphone? 25 
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 CHAIRMAN HALL:  Yes, that would be great — or 1 

that one.  Either one.  2 

 MR. DIXON:  Let me see if this is on — is that 3 

on?  Can you — 4 

 MR. MELCHERS:  Yes. 5 

 CHAIRMAN HALL:  Yes. 6 

 MR. DIXON:  Yes, Madam Commissioner.  Thank 7 

you for allowing me to appear.  My name is Lee 8 

Dixon and I'm here with the law firm of Hedrick 9 

Gardner, here in Columbia, and I'm here on behalf 10 

of the company, AT&T.  We are here to present to 11 

you our facts and presentation related to 12 

telecommunications IP transition.   13 

 I have two witnesses from the company here who 14 

will present you with their presentations.   15 

 Before we do so, I know there is a pending 16 

motion that we've submitted for admission pro hac 17 

vice for Mark Keffer.  I would ask the Commission 18 

take that into consideration.   19 

 CHAIRMAN HALL:  Okay, thank you.  Commissioner 20 

Whitfield. 21 

 VICE CHAIRMAN WHITFIELD:  Madam Chairman, at 22 

this time, I move that we admit Mark Keffer pro hac 23 

vice.  We have his verification from the Supreme 24 

Court at this time, and I move that we do so at 25 
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this time. 1 

 CHAIRMAN HALL:  Okay.  Thank you.  You’ve 2 

heard Commissioner Whitfield’s motion.  If there’s 3 

no discussion, all in favor, please indicate by 4 

saying “aye”?   5 

 COMMISSIONERS:  Aye. 6 

 CHAIRMAN HALL:  “Nay”? 7 

  [No response]  8 

 The ayes have it.   9 

 All right.  Mr. Keffer, you are admitted.   10 

 MR. DIXON:  Thank you,  Madam Commissioner.   11 

 I think — Mark, do you have something you'd 12 

like to say?  13 

 MR. KEFFER:  Let's go to the presentation. 14 

 MR. DIXON:  Okay.  I think at this point I'll 15 

call Pamela Lackey from AT&T to offer her 16 

presentation. 17 

 CHAIRMAN HALL:  Okay.   Thank you.  And 18 

welcome to Ms. Lackey and Mr. Simone.  19 

 MS. PAMELA LACKEY [AT&T South Carolina]:  20 

Thank you, Madam Chairman.  I believe Ms. Cindy Cox 21 

wanted to say a couple of sentences, first. 22 

 CHAIRMAN HALL:  Oh, yes, ma'am.  Ms. Cox. 23 

 MS. CINDY COX [AT&T]:  Yes, good afternoon, 24 

Madam Chair and Commissioners.  I just wanted to 25 
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thank you and let you know AT&T is very excited to 1 

be here and be able to present with you some facts 2 

about the IP transition, a little bit about what's 3 

going on with the trials and at the FCC.  So we 4 

very much appreciate you making time for us to do 5 

this briefing. 6 

 CHAIRMAN HALL:  Okay, thank you.   7 

 MS. PAMELA LACKEY [AT&T South Carolina]:  Is 8 

my microphone on? 9 

 CHAIRMAN HALL:  Yes, ma'am.  If you'll just 10 

pull it a little bit closer, please. 11 

 MS. PAMELA LACKEY [AT&T South Carolina]:  Okay 12 

[indicating].  I just wanted to be sure. 13 

  [Reference: Lackey Presentation Slide 1] 14 

 Thank you, very much.  I'm Pamela Lackey and 15 

I'm the president of AT&T in South Carolina, and so 16 

very happy to be here with you today to present 17 

these facts and pieces of information that relate 18 

to the IP transition by AT&T.   19 

 What I'm going to do today is talk to you a 20 

little bit about — as we can see — what actually 21 

our customers are doing, and what's leading to our 22 

transition to IP and why we're working very hard, 23 

as this title says, to deliver the next generation 24 

of services to South Carolinians.  And then, after 25 
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I do that, Mr. Frank Simone will talk to you in a 1 

little more detail about the transition itself, and 2 

the trials that are going on, you know, related to 3 

that.  So if that's admissible with the Commission, 4 

we'll proceed from there.   5 

  [Reference: Lackey Presentation Slide 2] 6 

 As y'all are all very well aware, because you 7 

are part of this transition, the way we communicate 8 

in this world has changed very dramatically since 9 

1934, when the first telecom laws were passed in 10 

this country.  If you look to the far left of this 11 

slide, as you remember — some of you; I'm not going 12 

to say who.  I remember most of this.  I certainly 13 

have lived through it — in the Telecommunications 14 

Act of 1934, we communicated voice-to-voice pretty 15 

much.  And that was it, and there was one or two 16 

choices of telephones that you could use to do so.   17 

 As we moved through the years and achieved — 18 

started to achieve the goals, and achieved the 19 

goals of universal service for voice service in the 20 

country, the Congress saw fit to update the 21 

Telecommunications Act, and did so in 1996.  But at 22 

that point in time, we were pretty much still 23 

talking about voice service, for the most part.  24 

The Internet had started to be used, but not as 25 
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much by the general public and by business, in 1 

general, as it is today.   2 

 Let's fast-forward to today, and if you look 3 

at the number of different ways that we communicate 4 

now, it is obviously exponentially different than 5 

how we started with the laws as they first were 6 

enacted and then as they were updated in 1996.  So 7 

we have lots of different choices for types of 8 

devices by which to communicate, but also ways in 9 

which we communicate. 10 

  [Reference: Lackey Presentation Slide 3] 11 

 People, in general, are connecting on a lot 12 

more platforms than they ever have before, and 13 

those platforms are different from the network, 14 

itself.  They ride on top of the network or they 15 

are accessible through the networks that are 16 

provided by carriers across the country and across 17 

the world.   18 

 I would venture to say that, probably, many of 19 

you have used almost every platform that's on this 20 

slide, maybe with the exception of Vine.  I have 21 

not used Vine, but I've used almost all the others, 22 

with the exception of Skype, and I can tell you 23 

that my 82-, almost-83-year-old mother uses all of 24 

these, except for Vine and Skype — and she uses 25 
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Facetime instead of Skype — which is, in fact, 1 

evidence that these platforms are so popular among 2 

our customers and consumers that we have to adapt 3 

to make sure they can get access to them in as many 4 

ways as they possibly can, and in an efficient and 5 

reliable way.   6 

 These platforms have actually created a new 7 

industry in our country in the last several years, 8 

since about — well, since 2008.  The iPhone was 9 

introduced in 2007, and then the application and 10 

platform industry has hugely mushroomed from — the 11 

estimates I've seen are anywhere from more than — I 12 

know it's more than $30 billion, but anywhere from 13 

a $30 billion industry up to over a $100 billion 14 

industry in the last several years, so it's a 15 

booming industry and people are moving there faster 16 

and faster and faster.   17 

  [Reference: Lackey Presentation Slide 4] 18 

 As we said just now, they are connecting using 19 

more technologies than ever before, but they're 20 

doing it differently, too.  Historically, when we 21 

were just voice service and landlines through the 22 

typical — the older TDM network that we've all 23 

invested in, that's connected you from one voice to 24 

another, from a place to a place.  But today's 25 
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networks that run with Internet protocol — the IP 1 

networks — can connect you to anybody, anywhere you 2 

are, and do it faster and faster, anytime you want 3 

to be connected to those folks, so it's a very 4 

different type of connection that we are making 5 

with each other than we did when it was just voice-6 

to-voice and place-to-place, as opposed to wherever 7 

your voice happened to be at that time. 8 

  [Reference: Lackey Presentation Slide 5] 9 

 And as that transition — the next slide shows 10 

you what that transition is looking like lately, 11 

and that transition is looking like more and more 12 

people who are using the IP networks to connect 13 

with each other are finding they don't have much 14 

use for their landline voice service, necessarily — 15 

some still do, but many do not — at the speed of 16 

450,000 or more Americans are switching their phone 17 

services now to Internet-based services and to 18 

wireless, every single month.  That's every single 19 

month, not every single year.  So it's a very fast 20 

transition.   21 

  [Reference: Lackey Presentation Slide 6] 22 

 The next slide shows you very clearly what 23 

that looks like, from a graphical standpoint.  Most 24 

households are choosing wireless phone services, 25 



 

Ex Parte    BellSouth Telecommunications, LLC d/b/a AT&T South Carolina 13 
Telecommunications IP Transition 

 

 

1/12/16 

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA 

and if you look at the transition from 2004 to 1 

2015, you can see that those who had a landline 2 

only in their residence or household went from 3 

about 40 percent of the folks who had that only in 4 

2004 — many people already had wireless — down to 8 5 

percent today.  And then the same thing is true 6 

with wireless; obviously, the trajectory is the 7 

opposite, going from about 5 percent having 8 

wireless only to about 47 percent of folks across 9 

the country who have wireless only today. 10 

  [Reference: Lackey Presentation Slide 7] 11 

 And that's in a period of population growth 12 

and as housing units have increased.  During about 13 

the same time period — it's a little bit longer 14 

time period — from 1999 to 2014, the number of 15 

housing units in the country have increased by 19 16 

percent, but the decrease in actual residential 17 

ILEC landlines is 77 percent.  A 77 percent 18 

decline.   19 

  [Reference: Lackey Presentation Slide 8] 20 

 And we see the same trend in South Carolina.  21 

We've actually had larger population growth by 22 

percentage than some states in the country and our 23 

housing units have increased by about 28 percent, 24 

while we've seen a decrease in ILEC residential 25 
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lines of about 72 percent.   1 

 Now, think about that.  If you have 28 percent 2 

of your customers using something other than that 3 

landline/TDM network in which you've invested, 4 

where do you need to be spending your investments?  5 

You need to be spending your investments where your 6 

customers are going, and they're leaving that 7 

space, which is why the need for this discussion 8 

about how we make an IP transition in a very 9 

orderly way and in a manner in which the consumers 10 

are protected, and the companies are spending their 11 

money in the right places.   12 

  [Reference: Lackey Presentation Slide 9] 13 

 This is not just all Americans — not just a 14 

certain segment of Americans.  All Americans, 15 

including low-income and senior citizens, are 16 

rapidly also choosing those new technologies — like 17 

my 83-year-old mother that we just talked about.  18 

If you look at low-income Americans, they are 19 

switching to wireless in fairly large numbers.   20 

  [Reference: Lackey Presentation Slide 10] 21 

 Fifty-nine percent of the adults who live in 22 

poverty are wireless-only households, while 67 23 

percent of adults who are over 65 and earn less 24 

than $30,000 do own a cell phone in addition to 25 
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maybe some of them having landlines, and 84 percent 1 

of the adults who live in households with incomes 2 

less than $30,000 have a cell phone.   3 

  [Reference: Lackey Presentation Slide 11] 4 

 Older Americans are also increasingly adopting 5 

those new technologies, not just lower-income.  6 

Seventy-one percent of those online seniors go — 7 

who are — those who are 65 and over go online every 8 

single day.  And 59 percent of those seniors go 9 

online — and that's like a — that's a 6 percent 10 

increase since about 2013, and they at least go 11 

online.  They may not do it every single day but 12 

they do go online on occasion.  I don't know how 13 

often, but on occasion.  Fifty-six percent of those 14 

seniors use social networking sites.  They use 15 

those social networking sites for a lot of reasons.  16 

They keep connected with their family, connect with 17 

their grandchildren, do their business online as it 18 

makes it more efficient and beneficial to them. 19 

  [Reference: Lackey Presentation Slide 12] 20 

 So how would those technologies change the way 21 

we do business?  We talked a little bit about the 22 

social networking and connectivity between 23 

households and people and individuals, but they've 24 

also dramatically changed how Americans do 25 
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business.   1 

 If you look at 1987 and we look at the 2 

agricultural community, we look at the medical 3 

community, we look at our computer engineering and 4 

engineers in general, and then small businesses, in 5 

1987 they could do the things you see listed here, 6 

like farmers using their landline to order seeds, 7 

or doctors talking to their colleagues to 8 

collaborate on diagnoses or to schedule 9 

appointments.  They can still do all those things, 10 

but with the newer technologies — which, by the 11 

way, have evolved over about the last 20 or 25 12 

years without regulation and have flourished — they 13 

can do even more.   14 

 Look at what all a farmer can do today.  Not 15 

only can he order his seeds online, but he can 16 

manage his irrigation system in the field.  He can 17 

fill out the forms that require him to get permits 18 

online.  He can do a lot — he or she can do a lot 19 

of different things while they're in the field, 20 

supervising their crops and their products.  And 21 

the same thing is true of a doctor.  I know that my 22 

own personal experience with the medical community 23 

recently, with my husband having to have some tests 24 

and going through several things for a few years, 25 
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we didn't have to wait for doctors to call each 1 

other or for us to send or fax records to those 2 

doctors.  Each of our medical institutions have set 3 

up online portals where all he has to do is tell 4 

the other doctor, "I'm giving you permission to go 5 

and look at those records," and they can go in 6 

there to the South Carolina Oncology Association or 7 

those doctors can go into the Medical University of 8 

South Carolina and Hollings Cancer Center, and back 9 

and forth to his own regular doctor, see all the 10 

tests he's made, and not have to spend time carting 11 

those things across town or getting them to work 12 

together.  They can work together online to make 13 

sure that he gets efficient and reasonable and 14 

timely and effective treatment.  So there are a lot 15 

of benefits to that.   16 

 So what are we doing at AT&T?   17 

  [Reference: Lackey Presentation Slide 13] 18 

 We're trying to bring those high-speed 19 

Internet services to more of our customers, and as 20 

many as possible, every single day.  Our 4G LTE 21 

network, our wireless network, now covers 310 22 

million people.  We've invested heavily in that in 23 

the last several years, for sure.  We've brought 24 

fiber to almost 900,000 business customer 25 
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locations.  And our wireline IP broadband network 1 

reaches almost 57 million customer locations.   2 

  [Reference: Lackey Presentation Slide 14] 3 

 We've invested in that heavily, as I said a 4 

couple of minutes ago, nationally.  To meet that 5 

growing demand, at AT&T we've invested more than 6 

$120 billion in the country in our wireless and 7 

wireline networks to upgrade them between 2009 and 8 

2014.  That's more than any other public company 9 

has invested, in the country.  10 

  [Reference: Lackey Presentation Slide 15] 11 

 What's that mean in South Carolina?  Well, in 12 

South Carolina, more than $884 million of those 13 

dollars have come here and have been invested in 14 

upgrading our wireless and wireline networks.  And 15 

if you want to look at the specifics of that, there 16 

are a couple of bullets there: The first one shows 17 

you that we've actually made upgrades — 1042 18 

upgrades — in South Carolina in the last three 19 

years, that included new cell sites, adding to our 20 

capacity in our wireless and wired network, and 21 

installing new broadband network connections.   22 

 So that now means that 96.9 percent of the 23 

geography in South Carolina is covered by our 24 

mobile broadband network.  That means you can use 25 
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your smart devices in 96.9 percent of the geography 1 

of the State, as well as 99.7 percent of the 2 

population is now covered by that network.   3 

 And we try to do that in an environmentally 4 

responsible way, to make sure we're contributing to 5 

the State's well-being, as you know.  Technology 6 

takes a lot of electricity and it takes a lot of 7 

energy use, so we try to make sure we're offsetting 8 

that as we do invest in that.  And one of our 9 

examples is that we've got 157 alternative-fuel 10 

vehicles that are now operating in South Carolina.   11 

 And it means a lot for the economy, as well, 12 

just in general, too, not just what we've invested.  13 

We've got more than 2400 AT&T employees in the 14 

State, and over 6000 retirees, over 13,000 15 

stockholders that live in South Carolina.  And 16 

we've spent quite a large number of dollars on 17 

goods and services, as you can see on the slide, 18 

and pay taxes, as well, to help support the 19 

services that our citizens need.   20 

 And we actually — you can do business with us 21 

certainly online.  You can do business by calling.  22 

But we've got 214 retail locations that include our 23 

stores as well as national chains and other 24 

authorized dealers, in which you can walk in to do 25 
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business with AT&T.  So we have a large presence in 1 

the State from an economic development standpoint 2 

and investment standpoint.   3 

  [Reference: Lackey Presentation Slide 16] 4 

 Now, the regulations that have allowed the 5 

Internet to flourish — it's been recognized by the 6 

National Broadband Plan and by the FCC 7 

Administration that regulating that technology, 8 

those new technologies, could certainly hamper 9 

continued investment in those technologies and 10 

could certainly keep us from realizing the real 11 

benefits as a society if we slow that down.  So we 12 

believe that it's very important that we look 13 

carefully at these transitions and that we do it in 14 

a responsible way and make sure that customers have 15 

the services they need and they want, but we do 16 

believe also that it should be done in a very 17 

responsible way.     18 

  [Reference: Lackey Presentation Slide 17] 19 

 So that's why Mr. Simone is going to talk to 20 

you in just a minute about AT&T's engagement in a 21 

technology transition trial that's being overseen 22 

by the FCC.  It's taking place in Alabama and 23 

Florida, and you'll hear a good bit more about 24 

that, but it's designed to make sure that we 25 
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resolve any policy questions and any operational 1 

issues that do come up, before the final transition 2 

takes place to that IP network.  So what we're 3 

going to learn in those areas is going to help the 4 

cities, towns, policymakers like you all, 5 

policymakers like our legislative bodies and at the 6 

federal level, to make sure that we take advantage 7 

of the transition and make sure that consumers have 8 

exactly what they need and what they want when they 9 

need it.   10 

  [Reference: Lackey Presentation Slide 18] 11 

 So we're working with policymakers, as we've 12 

done in this State for many, many years.  As y'all 13 

are probably very well aware, South Carolina has 14 

made a good and measured transition as competition 15 

has flourished in the State, in changing our 16 

policies in a very careful way, step by step, over 17 

the last, say, I think about 10 years, to do it one 18 

step at a time.  These trials are the next step on 19 

the federal level, to see where we need to go from 20 

here and how we answer these questions as we move 21 

forward and make sure that every single person in 22 

South Carolina can participate in and can benefit 23 

from these important technologies and from the 24 

transition, and that no one is left behind.   25 
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 And with that, I'll answer any questions you 1 

have.  I know I talk fast, so you probably may have 2 

had a question and couldn't get a word in edgewise, 3 

but I'm happy to answer any questions you have now 4 

or after Mr. Simone.  5 

 CHAIRMAN HALL:  Commissioners, any questions?  6 

Commissioner Elam. 7 

 COMMISSIONER ELAM:  Good afternoon, Ms. 8 

Lackey. 9 

 MS. PAMELA LACKEY [AT&T South Carolina]:   10 

Good afternoon.   11 

 COMMISSIONER ELAM:  Just to sort of clarify 12 

your slides on page seven and eight, when you're 13 

talking about decrease in ILEC residential switched 14 

access lines, are customers that you switch over to 15 

U-verse — that's counted as a loss of the switched 16 

access line and it's just an IP line? 17 

 MS. PAMELA LACKEY [AT&T South Carolina]:  But 18 

this is not portrayed to be a loss.  It's those who 19 

have switched. 20 

 COMMISSIONER ELAM:  Yeah, okay. 21 

 MS. PAMELA LACKEY [AT&T South Carolina]:  So, 22 

yes. 23 

 COMMISSIONER ELAM:  Okay.   24 

 MS. PAMELA LACKEY [AT&T South Carolina]:  Some 25 
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of those may have gone to Voice-over-IP with us, or 1 

other competitors. 2 

 COMMISSIONER ELAM:  That's what I — that's 3 

what I thought. 4 

 MS. PAMELA LACKEY [AT&T South Carolina]:  Yes.  5 

Yes, absolutely. 6 

 COMMISSIONER ELAM:  Can you tell us, for South 7 

Carolina, what percentage of your residential 8 

customers are IP versus TDM now, ballpark? 9 

 MS. PAMELA LACKEY [AT&T South Carolina]:  I 10 

don't know the answer to that question. 11 

 COMMISSIONER ELAM:  Okay.  That's all.   12 

 CHAIRMAN HALL:  Commissioners, any other 13 

questions?   14 

  [No response]  15 

 Okay.  I just have one.  How will plain old 16 

telephone service legacy customers be protected in 17 

the transition? 18 

 MS. PAMELA LACKEY [AT&T South Carolina]:  19 

Actually, Mr. Simone has a lot of information for 20 

you on that. 21 

 CHAIRMAN HALL:  Okay.  Okay.   22 

 MS. PAMELA LACKEY [AT&T South Carolina]:  23 

Rather than steal his thunder, I'm going to let him 24 

answer that, if you don't mind. 25 



 

Ex Parte    BellSouth Telecommunications, LLC d/b/a AT&T South Carolina 24 
Telecommunications IP Transition 

 

 

1/12/16 

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA 

 CHAIRMAN HALL:  All right.  That's fine.  And 1 

I was going to ask about how privacy weighs in, in 2 

that transition. 3 

 MS. PAMELA LACKEY [AT&T South Carolina]:  In 4 

the transition itself? 5 

 CHAIRMAN HALL:  Yeah.  I mean, does that 6 

change privacy concerns, or — 7 

 MS. PAMELA LACKEY [AT&T South Carolina]:  8 

Well, this is speaking from the broader 9 

perspective, not just the transition.  Privacy 10 

concerns and security concerns are something that 11 

we all are focusing on every single day.  We are 12 

consistently and continuously diligent about that, 13 

but we also have to work very hard, and do work 14 

hard, to educate our customers on how to take 15 

measures to also protect themselves.   16 

 So I think privacy and security concerns are 17 

always going to be an issue that we deal with as a 18 

society.  But, once again, in the trials 19 

themselves, Mr. Simone will speak to that. 20 

 CHAIRMAN HALL:  Okay.  All right.  Let it go, 21 

Mr. Simone. 22 

 MR. FRANK SIMONE [AT&T]:  Madam chair, 23 

Commissioners, good afternoon. 24 

  [Reference: Simone Presentation Slide 1] 25 
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 I'll try to follow on my colleague's 1 

presentation, which I think kind of set the stage 2 

for AT&T, where AT&T sees the IP transition going.  3 

I'll give you a brief overview of the trials that 4 

are ongoing in Florida and Alabama, and, hopefully, 5 

give you a sense of some of the other IP-related 6 

policy questions that are currently being debated 7 

at the FCC in Washington, DC.   8 

 So, as Ms. Lackey indicated, the TDM network, 9 

the legacy network, the plain old telephone 10 

services network, is now at a point where we 11 

believe we are well past the tipping point.  So if 12 

you've designed a network to serve 100 percent of 13 

the locations in South Carolina, but only 28 14 

percent of the residence households actually 15 

subscribe to that service, you've now gotten where 16 

there's a very inefficient and very-expensive-to-17 

operate legacy telephone network.  And as my 18 

colleague indicated, it then siphons investment 19 

away from the IP services that consumers are 20 

largely choosing in droves, and requires you to use 21 

some of those investment dollars to maintain the 22 

legacy network that 70-odd percent of the 23 

customers, at least in South Carolina, have decided 24 

that they would choose a different service.   25 
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 So we feel we're well beyond the tipping 1 

point, and we felt like there needed to be a 2 

dialogue established within the industry about how 3 

we get to the end of this process.  With so many 4 

consumers having already made the transition, with 5 

the legacy network being as inefficient as it is 6 

today, there needed to be a discussion about how we 7 

get to the end of this process: What public policy 8 

issues need to be addressed?  How are we going to 9 

address them, and do it in a timeframe that allows 10 

the carriers to seamlessly transition consumers off 11 

of the older network and onto the newer network? 12 

  [Reference: Simone Presentation Slide 2] 13 

 So back in November of 2012, we went to the 14 

FCC and asked them to allow us to begin trials, 15 

because we felt like there were a lot of public 16 

issues that were being debated in Washington, but 17 

they weren't being pulled together and viewed in 18 

the context of the TDM-to-IP transition.  And so we 19 

asked the FCC for permission to run some 20 

geographically limited trials, where the whole 21 

industry could observe the TDM-to-IP transition and 22 

get somewhat of an insight into what consumer 23 

issues are going to have to be confronted, what 24 

public policy issues are going to have to be 25 
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overcome, what decisions are going to have to be 1 

made in order to successfully transition customers 2 

over to the newer networks and allow the carriers 3 

to begin the process of sunsetting the legacy 4 

network.   5 

 So we made that request in November of 2012, 6 

and in January of 2014, the FCC issued an order 7 

soliciting proposals from the industry to conduct 8 

these geographically limited trials.  We submitted 9 

a proposal about a month later, outlining what we 10 

wanted to do in the two trial wire centers — one in 11 

West Delray Beach, Florida, and one in Carbon Hill, 12 

Alabama.   13 

 In the FCC's January 2014 Order, they outlined 14 

what the FCC Chair calls the Network Compact, or 15 

those values that he felt were important to carry 16 

forward from the legacy network into the new 17 

network.  And those values are listed up there, in 18 

the second bullet point there: Public safety and 19 

national security; universal access; competition; 20 

and consumer protection.  So those were the values 21 

that he wanted to make sure any proposal that was 22 

submitted to the FCC for these trials had to take 23 

account of those values and outline to the 24 

commission how the company was going to care for 25 
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those values as they conducted the trials that were 1 

designed to highlight the issues for the TDM-to-IP 2 

transition.   3 

  [Reference: Simone Presentation Slide 3] 4 

 So, as I said, the two areas that we chose — 5 

West Delray Beach, Florida, and Carbon Hill, 6 

Alabama — we didn't just pick them out of a hat; a 7 

lot of thinking went into the type of traffic 8 

that's there, the geography, the demographics 9 

associated with those two trial wire centers.   10 

 Carbon Hill, Alabama, is in the northwest 11 

portion of Alabama.  It's a very rural area, very 12 

sparsely populated.  When the policy of the United 13 

States is to get broadband to all Americans, one of 14 

the big challenges is how do you provision service 15 

in areas with low population density and very long 16 

distances to cover?  It's a very difficult business 17 

case for the carriers to put forth.  It's a very 18 

difficult investment decision.  And we wanted to 19 

highlight that in one of the trial wire centers, 20 

and that's why we chose Carbon Hill, Alabama.  21 

About 55 percent of the living units in the Carbon 22 

Hill wire center are targeted for a wireless, IP-23 

based product to serve them.  Given the long 24 

distances that have to be covered and the very low 25 
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population density in that area of the wire center, 1 

we felt we wanted to highlight that for the 2 

regulators, to make sure that the public policy 3 

issues associated with that were brought to the 4 

fore and that people had an opportunity to 5 

understand exactly why we were doing what we were 6 

doing and what the implications of that would be.   7 

 So the trials, as is indicated there, are 8 

providing a forum for the industry to kind of 9 

examine what's going on in these smaller geographic 10 

areas, and our goal is not only to inform public 11 

policy but for AT&T to gain insights into what's 12 

going to happen, how our consumers are going to 13 

react, as we get to the last 20 — 10 to 20 percent 14 

of customers that haven't yet made the transition 15 

to the newer technologies.  So we're hoping to take 16 

the learnings that we get in these two trials and 17 

use them in the other 4700-plus wire centers that 18 

we have throughout our 21-state footprint. 19 

  [Reference: Simone Presentation Slide 4] 20 

 So what's going on in the trials?  One note I 21 

would make at the beginning: The two wire centers 22 

are roughly — they're very different in population 23 

size. Carbon Hill is about a little less than 5000 24 

living units, many of which are in that rural area 25 
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that I just described.  And in the West Delray 1 

Beach area, it's about 10 times as many living 2 

units, so a little less than 50,000 units.  It's 3 

densely populated.  And one of the interesting 4 

things about West Delray Beach, and another reason 5 

we chose it, was the large senior citizen 6 

population that today resides in the West Delray 7 

Beach area.  Seventy percent of the people that 8 

live in the West Delray Beach wire center are age 9 

50 or older.  And as we go through this transition, 10 

one of the questions that typically comes up is, 11 

how are we going to care for the senior citizens 12 

who are the least likely, in many cases, to want to 13 

embrace the transition, because they've spent most 14 

of their life using the older technology and, while 15 

there are a significant number of seniors that have 16 

adopted the new technology, the feeling was, at the 17 

end this process when you're looking to get the 18 

last 10 or 20 percent off, there's going to be a 19 

lot of discussion about how do we care for our 20 

senior citizens.  Do they understand how the new 21 

technology works, do they understand the 22 

limitations and the benefits of the new technology, 23 

in an effort to try to make sure that we care for 24 

them as we go forward in the IP transition.  That 25 
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was one of the reasons why we chose the West Delray 1 

Beach wire center.   2 

 So, as I said, and as my colleague's chart 3 

indicated, we are now at a point where, when you 4 

look at the 21-state footprint, we're down to about 5 

— what is it? — about 14 percent of the residential 6 

housing units are still on the legacy technology, 7 

which means 86 percent have already transitioned 8 

either to a VoIP product provided by AT&T or a 9 

cable company or some other provider, or that 10 

completely cut the cord and they're now using 11 

wireless only for their services.   12 

 So when we started in the two trial wire 13 

centers, we were starting from a base that a large 14 

portion of it had already made the transition, so 15 

we're already down to the last 20 percent, or so, 16 

that at times can be — in any kind of a technology 17 

transition, are often the hardest to transition 18 

over to.  But notwithstanding that, we have engaged 19 

in significant consumer outreach in these two trial 20 

wire centers.  We've gone out to the community, 21 

we've held public meetings, invited the community 22 

to come in and ask questions about the trial, ask 23 

questions about the IP transition, ask questions 24 

about the technology that's going to be deployed 25 
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and what its capabilities are.  We've also done 1 

senior — what we call senior tech rallies, where 2 

we've gotten senior citizens together and showed 3 

them how to use  the new technology, what the 4 

benefits are, what the limitations are, what the 5 

differences are between the two technologies, in an 6 

effort to make sure they're as fully informed as we 7 

can get them in those two trial wire centers.   8 

 So the results, so far, through the third 9 

quarter of 2015 — again, starting with a small 10 

base, and the results there are — you know, we've 11 

got — the numbers are up there.  I won't read them 12 

off for you.  The thing I would caution you on: In 13 

Carbon Hill, we are talking about very small 14 

numbers.  So when you see high percentages, that's 15 

often an indication that we've had, you know, 16 

proceeded from a very small base, and so you've got 17 

119 percent.  That, you know, is a little 18 

misleading in that we're talking about starting 19 

from a very small place.   20 

 But consumers are continuing to make the 21 

transition, and the way the FCC set up the trials 22 

is they broke up the service withdrawal process 23 

into two pieces.  The first stage of it is what we 24 

call grandfathering services.  When we get approval 25 
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from — you have to file an application with the FCC 1 

for the interstate services.  They have to put it 2 

out for public comment.  And after they have 3 

evaluated the public comments, if they approve it, 4 

we would then have permission to, what we call, 5 

grandfather the services, which means anybody who 6 

has the legacy services can keep them, but any new 7 

customers coming into the area or existing 8 

customers who are looking to expand services in 9 

areas that they don't currently have services, they 10 

would have to buy the newer services.  The older 11 

services would be grandfathered.  That's the first 12 

phase of the trial, and the FCC asked us to split 13 

it up so that they could pause after that 14 

grandfathering stage, look around in the two trial 15 

wire centers, try to understand what the consumer 16 

impact has been, evaluating what's going on, and 17 

then give us permission to move forward to the next 18 

phase, which would be to sunset the services 19 

whereby existing customers, by a date certain, 20 

would have to make a decision about moving from the 21 

old technology to the new technology.   22 

 So they've asked us to split it up so they can 23 

evaluate it.  They are doing their own surveys in 24 

the two trial wire centers.  They have hired the 25 
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RAND Corporation to do consumer surveys and to 1 

evaluate what's going on in the trial wire centers.  2 

So, in addition to information that we're going to 3 

be supplying to them, they've gotten their own 4 

research firm to get out into the two trial wire 5 

centers and talk to the community, and get their 6 

take on how the trial is going.   7 

 So we have provided, in November of this year, 8 

the first group of services that we asked the 9 

commission for permission to grandfather.  They put 10 

it out for public comment.  The eight services — I 11 

think it was eight services — are mainly business 12 

services, like Centrex and ISDN.  There isn't a lot 13 

of business service in these two trial wire 14 

centers, and so the numbers are small.  But we 15 

received — the FCC received no opposition to the 16 

grandfathering of these services by the due date, 17 

which was sometime in mid-December.  And assuming 18 

all goes according to plan, by, I think it's 19 

January 18th of this month, if there's no 20 

opposition and the FCC approves the applications, 21 

we will then grandfather those services in the two 22 

trial wire centers and that will be part of a 23 

larger plan where we will continue to grandfather 24 

and eventually sunset these services.   25 
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  [Reference: Simone Presentation Slide 5] 1 

 So as I said, one of the things we wanted to 2 

accomplish with the trials was to get this dialogue 3 

going among the industry.  That dialogue is ongoing 4 

and has already yielded some FCC decisions about 5 

how to move forward; and some of the public policy 6 

issues that needed to be addressed, the FCC has 7 

begun to address them.   8 

 In August of last year, the FCC issued its 9 

Technology Transitions Order.  Two of the main 10 

sections of that included battery backup.  You 11 

know, as I indicated, the policy of the United 12 

States is to get broadband to all Americans.  The 13 

way to do that in a telecom network is to add more 14 

fiber.  And fiber doesn't yet — although, who knows 15 

what'll happen in future? — conduct electricity.  16 

So in the event of a commercial power outage, how 17 

are the phones going to keep working?  We can care 18 

for the network side, but there's CPE — there's 19 

equipment at the customer's premises that needs to 20 

be backed up via battery.  And the commission 21 

issued an order in August that basically — that 22 

indicated that carriers would be required to offer 23 

consumers, as of I think February — I think it's 24 

next month — have to offer consumers the ability to 25 



 

Ex Parte    BellSouth Telecommunications, LLC d/b/a AT&T South Carolina 36 
Telecommunications IP Transition 

 

 

1/12/16 

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA 

purchase an eight-hour battery that would keep the 1 

phone system working for eight hours in the event 2 

of a commercial power outage.  And then three years 3 

from the effective date, which is about two and a 4 

half years from now, the companies would have to 5 

offer the capability of a 24-hour battery backup 6 

for the equipment that resides at the customer 7 

premises, to keep it going in the event of a 8 

commercial power outage.   9 

 So that was one of the big concerns that, when 10 

we announced that we wanted to do this and people 11 

started to talk about the IP transition, battery 12 

backup was one of the issues that was most 13 

frequently talked about, one of the larger concerns 14 

that consumers and consumer advocates had raised 15 

during the course of those discussions.   16 

 One of the other issues that has been a source 17 

of concern among the industry and the consumer 18 

advocates in general was the transition from copper 19 

to fiber and, to the extent that you were going to 20 

retire copper facilities, what was going to happen.  21 

And so the commission decided that they would 22 

require some additional notice to consumers and 23 

businesses about carrier plans to retire copper.  24 

So for residence customers, you have to provide 90 25 
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days' notice.  For business customers, you have to 1 

provide 180 days' notice of any plan to retire 2 

copper.  And in that way, I think the commission 3 

was feeling that as long as there's full 4 

information for everybody, everybody would be able 5 

to make an informed decision about what was going 6 

to happen.  So we also have to let people know if 7 

we're going to transition them, and if services 8 

that they get today over that copper network are 9 

going to change, we have to provide notification to 10 

the consumers about what those changes are going to 11 

be about.   12 

  [Reference: Simone Presentation Slide 6] 13 

 The last piece of the FCC Order in August of 14 

2015, the Technology Transitions Order, was a 15 

request for the industry and consumers at large to 16 

provide the commission with some additional 17 

information about the service withdrawal process 18 

for retail services.  The existing statute, Section 19 

214 of the statute, requires that carriers offer an 20 

adequate substitute.  And as the commission 21 

indicated, they have outlined seven or eight 22 

criteria that they believe describes an adequate 23 

substitute for the services that we are seeking 24 

permission to withdraw.  And the commission has 25 
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asked the industry to provide comments on those 1 

criteria. 2 

 As we looked at it, with so much of the 3 

community having already transitioned over to these 4 

types of services, either VoIP or wireless 5 

services, we thought this was a little bit of 6 

overkill, that, you know, consumers have already 7 

made decisions about these services, so if the 8 

commission is concerned about network capacity and 9 

reliability, for instance, the cable companies have 10 

over 30 million VoIP subscribers, AT&T has 11 

somewhere around 10-12 million VoIP subscribers, 12 

Verizon has probably somewhere in the single 13 

digits, 7-8 million.  Half — in the next 12 months, 14 

about half the households in the country will have 15 

gone wireless only.  So that would not have 16 

happened if there were concerns about network 17 

capacity or reliability.  Those issues would have 18 

already surfaced; consumers would've been 19 

complaining about these things if they were an 20 

issue.  Clearly they are not.  And so, we feel like 21 

this is a little bit of overkill, that trying to 22 

rigidly describe what an adequate substitute is is 23 

kind of going a little overboard, that the 24 

marketplace has already moved in the direction of 25 
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these services and there's really no need for the 1 

commission to be that rigid in their evaluation of 2 

the 214 applications.   3 

 So all the statute requires is that we provide 4 

an adequate substitute, and clearly the services 5 

that are out there today are adequate substitutes, 6 

because you wouldn't have 30-40-50 million people 7 

using them if they weren't.  8 

  [Reference: Simone Presentation Slide 7] 9 

 So that's a lot of what's going on with the 10 

trials, the TDM-to-IP trials that we have out 11 

there.  There's a slew of other issues that the FCC 12 

is currently investigating, with regard to the IP 13 

transition.  Many of them are wholesale issues, as 14 

you can imagine.  The CLECs are a very loud and 15 

persistent voice, not only here but at the FCC, 16 

about their concerns about the IP transition, and 17 

the FCC is beginning to address those concerns.   18 

 They issued requirements for carriers to live 19 

up to when they seek to withdraw a wholesale 20 

service that we are providing to, let's say, a CLEC 21 

or another provider.  They have asked us, as part 22 

of our service withdrawal application, to answer a 23 

series of questions that get at our ability to 24 

provide what they have termed a reasonably 25 
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comparable access solution for these wholesale 1 

providers.  So, essentially, we have to provide 2 

services that are at or around comparable rates, 3 

terms, and conditions that they currently buy from 4 

us today.   5 

 So the FCC has taken the interests of these 6 

wholesale purchasers to heart, and they have taken 7 

some positions about what the carriers have to do 8 

if we are seeking permission from the FCC to 9 

withdraw services that these carriers use to 10 

provide their services to end-user customers.  So 11 

those concerns are being heard and the FCC has 12 

taken some actions on them, and as you can imagine, 13 

our interests and the CLEC interests don't always 14 

align, but there was a full hearing of that in the 15 

FCC.  All of those concerns were taken into account 16 

and this is the decision that the FCC came out 17 

with. 18 

  [Reference: Simone Presentation Slide 8] 19 

 The other area that is frequently bandied 20 

about is the idea of IP interconnection, and this 21 

is an area that the FCC is addressing.  There's an 22 

open proceeding on the IP interconnection issue at 23 

the FCC.  And I think — it's always — I always find 24 

it interesting with this issue comes up.  The 25 
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entire world has figured out how to transit to 1 

exchange IP traffic on the data side.  So what 2 

we're talking about here is really the exchange of 3 

voice traffic in IP format, which, compared to the 4 

amount of data traffic that gets exchanged on a 5 

daily basis throughout the world, it's a speck.  It 6 

is very small in comparison to the amount of data 7 

traffic that gets exchanged every single day among 8 

carriers around the world with no regulatory 9 

oversight.  So regulation is appropriate where 10 

there's a market failure.  This is not an area 11 

where we believe there is a market failure.   12 

 I think we need to — at least we believe you 13 

need to look at the success that has taken place 14 

with the exchange of data in IP format and say, 15 

“Why is it that the voice traffic, when it's 16 

exchanged, needs to be handled differently than the 17 

data traffic?  Why can't we use the model for 18 

exchanging traffic that today exists for exchanging 19 

data traffic, for voice?  Why can't we use that?  20 

Why is that not a good model?”  It's been 21 

successful around the world and it's been in place 22 

for the last 25 years, and we see none of the 23 

regulatory arbitrage type schemes that we've seen 24 

on the regulated side with voice, things like 25 
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traffic pumping and things of that nature.  We've 1 

seen none of that in the exchange of traffic on the 2 

data side.  And we believe that that model is the 3 

appropriate model for exchanging IP traffic in the 4 

voice world.   5 

 But the FCC has an ongoing proceeding there.  6 

They've sought comment on it.  They're currently 7 

considering it.  We think it's prudent for the FCC 8 

to kind of go slowly here, because I think they're 9 

waiting for the marketplace to resolve this issue.  10 

And given the success that has occurred on the data 11 

side, we don't believe there's any reason to think 12 

that it won't get resolved on the voice aside.  We 13 

have entered into a number of voice IP-to-IP 14 

interconnection agreements.  We are in discussions 15 

with other carriers.  Other carriers, like Verizon 16 

and CenturyLink, have also entered into these 17 

agreements, and we don't believe there's any reason 18 

why the FCC or the regulators need to step in here 19 

before the market has had a chance to attempt to 20 

use the models that exist out there in the data 21 

world, in the voice world.   22 

  [Reference: Simone Presentation Slide 9] 23 

 In addition to those issues, the FCC also has 24 

a portfolio of other issues that are addressing 25 
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wholesale requirements.  They just issued a 1 

Forbearance Order that US Telecom had filed, where 2 

US Telecom was seeking relief from legacy 3 

regulations that it argued no longer applied in the 4 

New World.  The FCC granted some of them, the FCC 5 

denied some of them.  But that Order just came out 6 

recently, just before — I think it was just around 7 

December 28th of last year, the FCC issued that 8 

Order.   9 

 They also currently have an open proceeding on 10 

a Windstream Petition where they're looking at — 11 

this is a CLEC issue where Windstream has asked the 12 

FCC to look at high-cap UNEs.  These are special-13 

access broadband type services that are TDM-based, 14 

and today are — there are unbundled network 15 

elements that the CLECs can purchase, and the 16 

question is when you transition from copper to 17 

fiber and you transition from TDM to IP, what are 18 

the unbundled network element obligations that 19 

attach on a going-forward basis.  So Windstream has 20 

asked the FCC to take a look that.  The FCC has put 21 

it out for comment.  The industry has filed 22 

comments there, and the commission is currently 23 

considering what to do there.   24 

 The other thing  I'll mention is the ongoing 25 
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special-access proceeding.  These are point-to-1 

point broadband services that are purchased in 2 

large quantities by the CLECs, and there's been an 3 

open proceeding here for over 10 years where the 4 

FCC is looking into the competitiveness of the 5 

special-access market.  And this current FCC 6 

Administration has indicated they're looking to 7 

issue an order in that proceeding to bring it to a 8 

close this year.  They have asked the industry to 9 

submit what is, in my experience, the largest data 10 

request that I've ever had to submit to the FCC 11 

about these particular services.  And the industry 12 

complied with that last year, and the FCC now has 13 

the data and is in the process of analyzing that 14 

data.  And as I've said, they've indicated they 15 

hope to get an order out this year. 16 

  [Reference: Simone Presentation Slide 10] 17 

 So, in conclusion, I think it's fair to say 18 

that the FCC is actively addressing the IP 19 

transition issues.  They're looking to set a 20 

national framework for the transition.  I think the 21 

industry — at least some of us in the industry — 22 

are hoping for a national framework.  We don't 23 

think it's advantageous for the industry to have 50 24 

different sets of obligations that need to be 25 
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adhered to as we make the transition.  And so we're 1 

hoping for a national framework, and that 2 

framework, you know, everybody that's participating 3 

at the FCC, you know, accounts for the major 4 

portions of the industry — the ILECs, the CLECs, 5 

the consumer advocates.  Certain state commissions 6 

have weighed in.  And the FCC is creating what we 7 

think is a fulsome record of the public policy 8 

issues that need to be addressed and to make the 9 

transition to an all-IP network.   10 

 So as I indicated, we are entering into 11 

commercial agreements for IP interconnection.   12 

 And the last point I want to make is the 13 

transition is not going to be a flash cut, as you 14 

can probably imagine at this point.  When we 15 

announced back in November of 2012 that we needed 16 

to begin this dialogue, we were talking about a 17 

network that we were hoping that, you know, the 18 

majority of the customers would be transitioned 19 

over sometime by the end of the decade.  So, you 20 

know, we still expect that the majority of our 21 

customers will be transitioned over at that time, 22 

and it is our hope that these major public policy 23 

issues will be addressed before we get to that 24 

point, where, you know, we will be looking, because 25 
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there will be so few customers on the legacy 1 

network, that we'll be able to begin the process of 2 

sunsetting that network.   3 

 Let me stop there, and obviously we're open to 4 

any questions.   5 

 CHAIRMAN HALL:  Commissioner Howard. 6 

 COMMISSIONER HOWARD:  Thank you, very much.  I 7 

enjoyed your presentation.  I'm under the 8 

impression that sunset is 2020.  Is that correct, 9 

or has that been changed or modified? 10 

 MR. FRANK SIMONE [AT&T]:  Well, as I said, we 11 

still expect to have the majority of our customers 12 

transitioned over by the end of year 2020.  That 13 

doesn't mean that — I can't guarantee to you, 14 

sitting here today in January of 2016, that every 15 

single customer will be transitioned off, but we 16 

certainly hope to be well, well on the way to 17 

transitioning by the end of the 2020.   18 

 COMMISSIONER HOWARD:  You did — the two test 19 

areas you did in Florida and also in that state 20 

that won the national championship last night?   21 

  [Laughter] 22 

 There seems to be a lot of consumer apathy.  I 23 

mean, I don't think you got the results you wanted 24 

to, and it just seemed like the users just weren't 25 
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interested in going through whatever they had to do 1 

to transition.  Is that your opinion?  Or how is 2 

that — is that true?  And then, if so, what would 3 

you do or what could you do in South Carolina to 4 

overcome, for lack of a better word, consumer 5 

apathy on the subject? 6 

 MR. FRANK SIMONE [AT&T]:  Okay.  I don't 7 

agree.  Remember, when we started the trials, we 8 

were at a point where, in the State of Florida, we 9 

were at less than 15 percent of the customers were 10 

still subscribing to the old network, so 85 percent 11 

of the customers had already transitioned to 12 

something else.  So, far from being apathetic, they 13 

were embracing the new technologies.   14 

 What we're trying to get at is we're now at a 15 

point where we seriously need to think about how do 16 

we get to the end of this process, and what are the 17 

public policy issues that need to be addressed as 18 

we begin to close down the legacy network?  So, we 19 

started at a base that had already significantly 20 

migrated.  We're now dealing with a subset of 21 

customers that are the most resistant to making the 22 

transition.  But even those, with the community 23 

outreach that we're doing, are beginning to see the 24 

benefits of transitioning over and we're certainly 25 



 

Ex Parte    BellSouth Telecommunications, LLC d/b/a AT&T South Carolina 48 
Telecommunications IP Transition 

 

 

1/12/16 

PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA 

hopeful that we're going to get the majority — in 1 

any technology transition, there's always going to 2 

be a group of customers that you get to the end of 3 

that process, that, no matter how many times you 4 

call them, no matter how much information you give 5 

to them, they're just not going to make that 6 

decision.  And so there comes a point where you 7 

have to kind of fish or cut bait, and that's why we 8 

need the regulators to be with us as we get to that 9 

point, so that everybody understands we have done 10 

what we can do to transition these customers and 11 

we've tried to get them to make a decision.  They 12 

haven't.  What are we going to do about that? 13 

 COMMISSIONER HOWARD:  You mentioned on your 14 

last slide one time, or twice really, but what do 15 

you see, if any, is the role of the state 16 

regulators in this transition?   17 

 MR. FRANK SIMONE [AT&T]:  I think the role is 18 

largely one of helping everybody understand the 19 

benefits that are associated with making the 20 

transition to the IP networks.  It's the policy of 21 

the United States, and it's the policy of the 22 

United States for a reason.  Right?  I mean, there 23 

have been endless articles written about partici- — 24 

being a citizen in the United States, being a 25 
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citizen in the world these days, requires access to 1 

a broadband connection.  So, you know, we need to 2 

be working together to make sure that, as we get to 3 

the end of this process, we have evaluated the 4 

public policy issues that need to be evaluated, 5 

that we've come to reasonable conclusions about how 6 

to move forward, and that we've dealt with the 7 

issue of those at the end that just, no matter how 8 

much you talk to them, aren't going to make a 9 

decision.  We need to be speaking with one voice 10 

about how we deal with that last grouping of 11 

customers.   12 

 So, certainly, you know, the role of the state 13 

commissions being closer to these customers than 14 

the folks are in Washington, and the FCC is 15 

certainly looking for input from the state 16 

commissions as we go through this process to help 17 

them understand how the public policy issues that 18 

they are deciding are kind of being accepted in the 19 

various states. 20 

 MS. PAMELA LACKEY [AT&T South Carolina]:  And 21 

if I may, Madam Chairman?  Commissioner Howard, I 22 

think also too — I think we have to remember, too, 23 

that in South Carolina it's been the consistent 24 

policy of South Carolina over time to do exactly 25 
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what Mr. Simone talked about, was to let the market 1 

work it out and see how the market works.  Then, if 2 

the market is failing in a particular area or 3 

there's not a safeguard, then they step in to say, 4 

"Okay, here's what we want to do to protect that."  5 

So I think that what we've done in South Carolina 6 

over time is exactly what we were talking about. 7 

 COMMISSIONER HOWARD:  If I understand it — 8 

and, again, I've understood some things wrong so 9 

far in this conversation.  But if I understand it, 10 

when the sunset date comes, all the legacy 11 

customers are going to be cut off; is that right?  12 

So if they haven't made a decision by then, they're 13 

going to be without service? 14 

 MR. FRANK SIMONE [AT&T]:  No, I don't think 15 

we're going to be cutting anybody off.  You know, 16 

when we made — these kinds of technology 17 

transitions always have that group at the end.  18 

They're not going to be cut off; we're just going 19 

to be taking what I would call extraordinary 20 

measures to get them to move over.   21 

 MS. PAMELA LACKEY [AT&T South Carolina]:  And 22 

I would say those extraordinary measures are that 23 

we're working very diligently and carefully to make 24 

sure that there is a replacement service that uses 25 
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the new technology and, in most cases, like when 1 

you looked at the slides we were talking about 2 

earlier, it's not only that they have that same 3 

capability or comparable capability, but these new 4 

technologies offer even more benefits in addition 5 

to being able to just make a voice call or — 6 

 MR. FRANK SIMONE [AT&T]:  We’re not looking to 7 

cut anybody off and leave them without service.  8 

That's certainly not our intent.  And we are hoping 9 

that as we get closer to the end, that methods will 10 

be worked out on how to deal with that last 11 

customer.  12 

 COMMISSIONER HOWARD:  Yeah, but at some point 13 

you can't service them.  I mean, obviously, if 14 

there's only two people in a 20-mile area, it'd be 15 

cost-prohibitive to service those people, would it 16 

not, with the legacy system? 17 

 MR. FRANK SIMONE [AT&T]:  Well, and I think 18 

the idea would be, you know, what's the replacement 19 

service for the service that they have today, and 20 

how do we get them over to that service.  Not to 21 

cut them off. 22 

 MS. PAMELA LACKEY [AT&T South Carolina]:  Not 23 

to cut them off. 24 

 COMMISSIONER HOWARD:  I don't know how to word 25 
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this, and it makes me feel old-fashioned. 1 

 MS. PAMELA LACKEY [AT&T South Carolina]:  You 2 

and me, both. 3 

 COMMISSIONER HOWARD:  How do you deal with fax 4 

machine lines? 5 

 MR. FRANK SIMONE [AT&T]:  Well, you know, it's 6 

interesting.  This always comes up.  It was a big 7 

issue with Verizon when they were trying to deal 8 

with the aftermath of Super Storm Sandy on Long 9 

Island.  One of the issues that came up is there 10 

are a lot of small businesses that continue to use 11 

fax machines to conduct their business.  I will 12 

tell you, on the wireline side, it's largely not an 13 

issue.  Fax machines will work over VoIP lines.  So 14 

it's really an issue of areas where they're 15 

targeted for some type of wireless service, which, 16 

from a business perspective, just makes sense 17 

because, as you said, of areas where it's sparsely 18 

populated.   19 

 So the issue is what do you do in a wireless 20 

environment like that?  We saw what happened with 21 

Verizon in Fire Island.  We saw the consumer outcry 22 

about their fax machines.  And so we've indicated 23 

to the FCC publicly that we will not seek 24 

permission from them to withdraw any service that's 25 
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targeted for a wireless replacement service, until 1 

we have the capability on that wireless device to 2 

handle four categories of service: Home alarm 3 

systems, medical monitoring devices, fax machines, 4 

and credit card transaction devices.  Those four 5 

capabilities.   6 

 So we've indicated to the FCC we've undertaken 7 

an effort to develop those capabilities on our 8 

wireless home phone product, and we won't even seek 9 

permission from them to grandfather those services 10 

until we have those capabilities worked out, 11 

tested, and ready to go.  So we expect that, even 12 

in a wireless environment, we will have the 13 

capability to handle fax calls from people that 14 

continue to see a need to use them.   15 

 COMMISSIONER HOWARD:  And this is a tough one.   16 

 MS. PAMELA LACKEY [AT&T South Carolina]:  17 

Those were pretty tough. 18 

  [Laughter] 19 

 COMMISSIONER HOWARD:  What about telephone 20 

directories?  What were we going to do about a 21 

directory with an IP system? 22 

 MR. FRANK SIMONE [AT&T]:  I think one of the 23 

benefits of the IP and broadband movement that's 24 

taking place, not only in the United States but in 25 
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the world, is people have access to more 1 

information, not less.  Telephone directories gave 2 

people a reference in order to make contact with 3 

somebody else.  The Internet is probably the 4 

largest telephone directory that's ever been 5 

developed. 6 

 COMMISSIONER HOWARD:  True. 7 

 MR. FRANK SIMONE [AT&T]:  It provides 8 

consumers with access to all kinds of information, 9 

the least of which is telephone numbers to reach 10 

other subscribers.  So one of the casualties of the 11 

technology transition has been the telephone book 12 

business, right?  Most of the incumbent carriers 13 

have gotten out of that business.  They're now 14 

being operated by private companies, typically.  15 

But even they are having trouble sustaining a 16 

business model where people don't want to clutter 17 

their offices or their homes with books, because 18 

they just go online and get that same information.   19 

 So it's unfortunate.  I know some people are — 20 

my wife, in particular, still keeps a slew of 21 

telephone books in the closet.  I keep asking her 22 

why, but she does.  And, you know, I just think 23 

it's going to be one of those transitions that 24 

these are the benefits of the broadband movement of 25 
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the IP transition, and these are the kinds of 1 

things that we have to convince people to let go of 2 

and embrace the new way to do it.   3 

 COMMISSIONER HOWARD:  I really appreciate your 4 

presentation and thank you for answering my 5 

questions. 6 

 MR. FRANK SIMONE [AT&T]:  You're welcome. 7 

 COMMISSIONER HOWARD:   Thank you, very much, 8 

both of you. 9 

 CHAIRMAN HALL:  Commissioner Whitfield, we 10 

don't have any more time for questions. 11 

  [Laughter] 12 

 VICE CHAIRMAN WHITFIELD:  Actually, I want to 13 

thank you, Mr. Simone and Ms. Lackey, for your 14 

presentation.  We've seen you at NARUC before, and 15 

I think you've seen Commissioner Elam a little more 16 

than some of us.  But, anyway, thank you for your 17 

presentation, and, actually, Commissioner Howard 18 

hit on at least two of my concerns or questions and 19 

in gathering your response to him, it looks like 20 

you started this dialogue, as you said, in late 21 

2012, and it looks like your year for sunsetting, 22 

or your last bullet you said it's not a flash cut 23 

but a gradual process that will occur over several 24 

years.  And you've kind of — it looks like we're 25 
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pointing to 2020.  Is that the magic year? 1 

 MR. FRANK SIMONE [AT&T]:  I don't think it's a 2 

— it's not the magic year, but it's a target to 3 

have a majority of the customers moved off.  I 4 

can't tell you right now that we will be successful 5 

in getting everybody to move off by 2020.  But, you 6 

know, we hope to have the majority of our customers 7 

moved off.  So it's not a magic year, but it is a 8 

target we're working towards and, to the extent 9 

that it needs to be adjusted in future years, we'll 10 

adjust it.  But, you know, the feeling is, at the 11 

end of the decade, given the migration that has 12 

already taking place, kind of organically, the 13 

migration either to IP-based products or to 14 

wireless, I think the feeling is by the time we get 15 

to that, it's not going to be the issue that it is 16 

today, where people are concerned.  There will be 17 

so much of the traffic that will have moved over, 18 

it will be a very different conversation that we're 19 

having then. 20 

 VICE CHAIRMAN WHITFIELD:  Let me ask you a 21 

little bit of a question about carrier of last 22 

resort.  Commissioner Howard mentioned your two 23 

examples in Florida and Alabama, maybe some 24 

customer apathy.  I think you all corrected him 25 
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maybe on that.  But in using the Carbon Hill, 1 

Alabama, location, I think you said it only had 2 

about 5000 people.  When you get outside of that 3 

town, in the remote — as he said, somebody down the 4 

road — two people 20 miles down the road, you get 5 

out in a remote area even further out of Carbon 6 

Hill, Alabama, or some small town like that, and 7 

you say you're not going to cut anybody off, and I 8 

know you're talking about the last few who don't 9 

switch or don't want to switch or, for whatever 10 

reason, haven't switched.  And I think you and Ms. 11 

Lackey both have used the word "replacement 12 

services."  What will those replacement services be 13 

in those remotest rural areas where there's not 14 

cell-service coverage — and we have those here in 15 

South Carolina — and there's not Internet service, 16 

and there's not broadband, there's not all these 17 

things?  What will those replacement services — 18 

what do you envision them to be? 19 

 MR. FRANK SIMONE [AT&T]:  Right.  So this is 20 

one of the big problems, right?  How do you get 21 

service out to those locations?  Remember, those 22 

services were put in place under a monopoly 23 

environment where the government granted a monopoly 24 

and said, "Go ahead.  In exchange for that, go 25 
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ahead and wire the whole country for telephone 1 

service."  So when we get to these locations that 2 

are the most difficult to serve, the hardest 3 

business cases to prove, this is a function where I 4 

think things like the Connect America Fund and 5 

universal service plays a real role.   6 

 Okay?  So in Carbon Hill, in addition to our 7 

wireless home phone product, we're also testing 8 

wireless local loop technology and we are actively 9 

looking for services that we can deploy that will 10 

not only provide voice but provide broadband 11 

services to even the most remote locations that are 12 

out there.  So it's a challenge to the industry to 13 

find solutions to those areas.  To the extent that 14 

it requires subsidies from the government, I think 15 

that's what the Connect America Fund is all about, 16 

where they're making funds available to improve the 17 

business case, so that you can put together a 18 

business case that would allow you to deploy 19 

services to those areas.  But there's going to be a 20 

continuing issue that's going to need to be cared 21 

for, one that's going to be needed to be examined 22 

closely.   23 

 VICE CHAIRMAN WHITFIELD:  Okay.  And I ask 24 

that question because — not because of Carbon Hill, 25 
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Alabama, but because we do have those places here 1 

in South Carolina.  Not typically your incumbent 2 

local exchange area as AT&T — 3 

MR. FRANK SIMONE [AT&T]:  That's good to hear. 4 

MS. PAMELA LACKEY [AT&T South Carolina]:  — 5 

but we do have those areas, and I can take you to 6 

them, where the cell phone calls are dropped.  I 7 

can take you to them where there's no Internet 8 

available.  I can take you to them that — we do 9 

have that here, and that is going to be a problem 10 

in some of our remotest areas of this State.  And I 11 

guess, lastly, I would ask you, you mentioned the 12 

unbundling — I think it was Windstream or somebody 13 

had filed a docket? 14 

MR. FRANK SIMONE [AT&T]:  Yep.  15 

VICE CHAIRMAN WHITFIELD:  And what are going 16 

to be your obligations?  What do you envisioned as 17 

your obligations as you unbundle those services?  18 

Typically in the bundle, the bundle might have 19 

eight things that we don't regulate, but one maybe 20 

or two that we do.  So what do you see as your 21 

obligation in that regard? 22 

MR. FRANK SIMONE [AT&T]:  The FCC issued a 23 

series of orders back to the — I think it was '05-24 

'06 time for, the Triennial Review Orders as they 25 

////////////////////////////////////////
*VICE CHAIRMAN WHITFIELD:

*Court Reporter's error
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are referred to by the industry.  So there were two 1 

orders that outlined the carriers' obligations to 2 

offer up unbundled network elements.  Those are the 3 

controlling regulations that today exist.  If you 4 

look at those orders, the FCC drew a very bright 5 

line on what needed to be — what services or 6 

facilities, I should say — UNEs are facilities.  7 

What facilities needed to be unbundled?  The bright 8 

line that they drew was on technology.  Not on 9 

broadband speed, not on any of those 10 

characteristics; it was on technology.   11 

 TDM facilities needed to be unbundled.  12 

Packet-based IP services were outside of the 13 

obligation that the incumbents have, under the 14 

existing FCC regulations.  So those services, on a 15 

going-forward basis, would be offered on a 16 

commercial basis, not unbundled network elements 17 

provided at TELRIC rates.  18 

 So that's the current state of the regulations 19 

as it exists today.  And the Windstream petition 20 

seeks to open up a discussion about that.  Keep in 21 

mind the TRO decisions were the product of 10 years 22 

of litigation.  But, obviously, this is a concern 23 

for companies like Windstream, on a going-forward 24 

basis, that want access to essentially fiber-based 25 
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facilities on a going-forward basis, and the FCC 1 

concluded back in -05 and -06 that everybody was in 2 

a similar position at that point in time, to deploy 3 

fiber, and the best way to provide incentives for 4 

both the carriers to continue to roll out fiber and 5 

for competitors to have incentives to roll out 6 

fiber would be to restrict access only to the TDM 7 

facilities and not provide access to the fiber 8 

facilities.  That's how the orders are written.  9 

Those are the regulations that we are following, 10 

and that's the way — we believe the incentives are 11 

put in the right place by doing it.  It gives 12 

everybody the incentives to deploy fiber, and 13 

that's the end point that we want the country to 14 

get to.  We want fiber everywhere, because that 15 

provides almost unlimited broadband capabilities to 16 

the end users, and everybody needs the incentives 17 

to invest to put those fiber facilities out there, 18 

not just a single company.   19 

 VICE CHAIRMAN WHITFIELD:  On that note, you 20 

mentioned in your answer to the question just 21 

before that, you mentioned the Connect America 22 

Fund.  And I know there was one big phase where a 23 

lot of fiber was deployed.  I guess that was the 24 

Phase 1.  Where is CAF?  Are all those funds — are 25 
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we in Phase 2, or where are we — I know there was 1 

an early phase and then I kind of lost where we are 2 

in that process. 3 

 MR. FRANK SIMONE [AT&T]:  Right.  I think 4 

we're not fully through the process.  The FCC has 5 

allocated or made available a certain amount of 6 

funding and the carriers made their decisions about 7 

who was going to accept the funding and accept the 8 

obligations.  I believe AT&T accepted the 9 

obligations and the funding to use that money to do 10 

the kind of things that you indicated, to get 11 

broadband out to the most difficult areas to serve.  12 

But I believe there are more — there are additional 13 

proceedings that will continue at the FCC, but 14 

certainly the first group of — the first amount of 15 

funds has been put out there.  Carriers have 16 

decided who's going to take it and who's not going 17 

to take it. 18 

 MS. PAMELA LACKEY [AT&T South Carolina]:  We 19 

have taken it for South Carolina. 20 

 VICE CHAIRMAN WHITFIELD:  Right.  I know 21 

there's been a lot of deployment here, but, as I 22 

said, we still do have areas that are unreached — 23 

 MS. PAMELA LACKEY [AT&T South Carolina]:  And 24 

this is future money that comes —  25 
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 VICE CHAIRMAN WHITFIELD:  — or unserved.  1 

Yeah. 2 

 MS. PAMELA LACKEY [AT&T South Carolina]:  This 3 

is money for future years. 4 

 VICE CHAIRMAN WHITFIELD:  Oh, okay. 5 

 MS. PAMELA LACKEY [AT&T South Carolina]:  I 6 

believe, Cindy? 7 

 VOICE:  Six. 8 

 MS. PAMELA LACKEY [AT&T South Carolina]:  For 9 

the next six years, there will be funds coming into 10 

the State. 11 

 VICE CHAIRMAN WHITFIELD:  Thank you.  Thank 12 

you, Ms. Lackey.  Thank you, Mr. Simone. 13 

 That's all I have, Madam Chairman. 14 

 CHAIRMAN HALL:  Commissioner Randall. 15 

 COMMISSIONER RANDALL:  You know, when you wait 16 

until sort of the end, all your questions get 17 

answered, but I appreciate your all's presentation 18 

and thank you for especially talking about the old-19 

fashioned and the senior citizens, because when I 20 

join Commissioner Howard in that group — 21 

  [Laughter] 22 

 — I'll be glad to be having those services.  I 23 

also have an 83-year-old parent, too.  My mother 24 

was indignant the other day that somebody called an 25 
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82-year-old lady, who's a friend of hers, 1 

"elderly."  2 

 So, one question I had, when you're talking 3 

about battery backup going for eight hours, and 4 

then in three years, having 24.  Isn't there some 5 

sort of battery backup now, when you're talking 6 

VoIP and modems? 7 

 MR. FRANK SIMONE [AT&T]:  Yes.  Yes, many 8 

carriers have at various points in their VoIP 9 

deployments provided an existing battery backup 10 

capability.  The interesting thing about that is, 11 

when carriers started to present it as an option 12 

for consumers, many consumers chose not to purchase 13 

a battery for their VoIP service because the 14 

feeling is, with cell phones, if the power goes 15 

out, I can make a call on my cell phone.  And most 16 

power outages, I believe, are under four hours, and 17 

so it's only in the most extreme cases where you 18 

have weeks of outages that, you know — I mean, 19 

you'd have to have a generator at everybody's house 20 

in order to take care of a situation like that.  21 

But I think the feeling at the FCC was, you know, 22 

the right amount of battery backup was eight hours 23 

and then moving to 24 hours.   24 

 COMMISSIONER RANDALL:  Thank you. 25 
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 MR. FRANK SIMONE [AT&T]:  You're welcome.   1 

 CHAIRMAN HALL:  Commissioner Elam. 2 

 COMMISSIONER ELAM:  Good afternoon. 3 

 MR. FRANK SIMONE [AT&T]:  Good afternoon. 4 

 COMMISSIONER ELAM:  In the trial areas, in 5 

Florida and Alabama, I've heard of them.  Can you 6 

tell me more specifics about how that was done?  7 

Was every customer in that study area switched to 8 

IP?  Or — 9 

 MR. FRANK SIMONE [AT&T]:  No. 10 

 COMMISSIONER ELAM:  No? 11 

 MR. FRANK SIMONE [AT&T]:  No. 12 

 COMMISSIONER ELAM:  Just those who 13 

volunteered? 14 

 MR. FRANK SIMONE [AT&T]:  Well, understand, 15 

significant numbers had already transitioned over 16 

to IP at the time of starting the trials.  17 

 COMMISSIONER ELAM:  Right. 18 

 MR. FRANK SIMONE [AT&T]:  We've contacted all 19 

the remaining customers that are on the legacy 20 

network, as part of the trial.  We contacted them 21 

and marketed to them to incent them to move from 22 

the legacy services to the new services.  And as 23 

the result, we’re continuing to show movement.  24 

It's completely voluntary at this point. 25 
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 COMMISSIONER ELAM:  Okay.  If you got to the 1 

point past 2020 when somebody had not switched, and 2 

you're shutting down the former network, you would, 3 

what, just provide customers with a modem to plug 4 

the phone into after that?  Or how would they still 5 

get service from you? 6 

 MR. FRANK SIMONE [AT&T]:  Well, as I said in 7 

answer to an earlier question, this is one of the 8 

issues that needs to be resolved as we go forward 9 

with the transition.  How do you deal with somebody 10 

that refuses to make a decision?  Do you hold back 11 

the industry?  Do you hold back the industry and 12 

require them to invest in a network that virtually 13 

everybody has decided they don't want to use 14 

anymore?  Or do you come up with a solution that 15 

says, "I'm going to force migrate them," or I'm 16 

going to provide them with some extraordinary 17 

incentive to do it that suddenly makes them, you 18 

know, wake up and say, "Okay, I'll take that."  19 

 COMMISSIONER ELAM:  Right. 20 

 MR. FRANK SIMONE [AT&T]:  So I think that's 21 

the challenge for the industry.  It's always the 22 

challenge when you have these types of technology 23 

transitions, how do you get that last group of 24 

people that just refuses to respond to urgings to 25 
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move over, but you can't hold back — or, at least, 1 

in the past, we haven't held back the technology 2 

transition because of those last remaining 3 

customers.   4 

 COMMISSIONER ELAM:  I guess in the case of the 5 

switch to digital TV, the federal government just 6 

gave away converter boxes. 7 

 MS. PAMELA LACKEY [AT&T South Carolina]:  8 

That's correct. 9 

 COMMISSIONER ELAM:  Would you engage in 10 

something like that down the line? 11 

 MR. FRANK SIMONE [AT&T]:  You know, I can't 12 

really predict what the marketing offer will be, 13 

you know, five or six years from now.  But, 14 

certainly, I think we will do everything we can to 15 

try to incent them to transition over to an IP 16 

environment.  And then, as I said, these 17 

discussions will play a role in how industry deals 18 

with customers that, for whatever reason, just 19 

decide they don't want to make the transition.   20 

 MS. PAMELA LACKEY [AT&T South Carolina]:  21 

Which is also, I think, the value of having trials, 22 

is to continue to see what are those things that 23 

might appeal?  How do you solve that problem, as 24 

opposed to just rolling it out wholesale without 25 
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going through that trial period where the questions 1 

emerge and issues emerge that need to be addressed? 2 

 COMMISSIONER ELAM:  In the study areas in 3 

Florida and Alabama, you talked a little bit about 4 

some of the services that are a little problematic 5 

to provide over the network, whether it's fax or 6 

credit cards or — I think air-traffic control is in 7 

there somewhere.  And as I found out in Austin, 8 

lottery tickets.  Whether people can buy a $1½ 9 

billion lottery ticket this week, in the study 10 

areas.  What are you doing about that? 11 

 MR. FRANK SIMONE [AT&T]:  I don't think we 12 

need to worry about lottery tickets.  I think 13 

somebody will always care for lottery tickets, 14 

right?  If there's a $1 billion lottery to be had, 15 

someone will find a way to provide service, so — 16 

you know, I think, as I said, as I’ve said multiple 17 

times, it's the policy of the United States to move 18 

everybody into a broadband world.  There are 19 

certain low-speed services — and we're talking 20 

about very low-speed services.  Not the lottery 21 

machines; those are probably broadband machines, to 22 

keep up with the demand that's coming in for those, 23 

so as I said, I'm not worried about those.  Those 24 

will get transitioned over just fine.  But the low-25 
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speed services are the ones that the industry is 1 

going to have the most difficult time transitioning 2 

over, because they're narrowband low-speed services 3 

that we're trying to fit into a high-speed 4 

broadband world, right? 5 

 COMMISSIONER ELAM:  Right. 6 

 MR. FRANK SIMONE [AT&T]:  And so the services 7 

that today utilize those services, they're aware 8 

that they need to make the transition, people like 9 

the FAA and the air-traffic-control system, are 10 

aware they need to make the transition.  For them 11 

it's really an issue of timing and money, right?  12 

The Congressional budgeting process is what it is.  13 

Timing that they'll be able to get those funds, 14 

turn them into plans to make the transition.  For 15 

them it's more an issue of timing and money than it 16 

is — they want to make the transition. 17 

 COMMISSIONER ELAM:  Okay. 18 

 MR. FRANK SIMONE [AT&T]:  And so we need — and 19 

I think when we were out in Austin, one of the 20 

issues that was talked about there was the electric 21 

utility industry and, you know, infrastructure in 22 

general that use low-speed telephone services to 23 

monitor whatever it is that they monitor.  Those 24 

services are going to have to be converted over 25 
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time and made available in a broadband world.  And 1 

some of it may amount to self-provisioning.  Some 2 

of it may amount to, you know, unique solutions 3 

that carriers come up with.  It may not come from 4 

us; it may come from a smaller company.  But it may 5 

come from us.  I know we have teams that are 6 

dedicated to those type of utility verticals, that 7 

are well aware of the concerns that they have and 8 

are working to figure out what are the best 9 

solutions for them.   10 

 But we are actively engaged with them, and 11 

that's what this dialogue is all about.  Let's get 12 

these issues on the table now and resolve them so 13 

that when we get to some point at the end of the 14 

decade, we're not first dealing with them at that 15 

point.   16 

 COMMISSIONER ELAM:  Is it just that's sort of 17 

outside of the study area, you know, outside the 18 

experiment in the study area?  What are you doing 19 

about it in those two towns, as far as, I don't 20 

know, alarm monitoring or whatever? 21 

 MR. FRANK SIMONE [AT&T]:  Well, the FAA came 22 

to us early and asked us to inventory the circuits 23 

in those two trial wire centers.  There were no FAA 24 

circuits in the two trial wire centers.   25 
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 COMMISSIONER ELAM:  Okay. 1 

 MR. FRANK SIMONE [AT&T]:  So, as I indicated 2 

to a question earlier, on the wireline side, you 3 

know, you can care for most of the services that 4 

you mentioned.  It's really on the wireless side 5 

that we have a challenge.  We have a plan in place.  6 

Development is ongoing to develop those services, 7 

and as I said, we are not going to request 8 

permission to withdraw them until such time as we 9 

have proven to everybody that those services are 10 

live.  11 

 COMMISSIONER ELAM:  Okay, thanks. 12 

 MR. FRANK SIMONE [AT&T]:  You're welcome. 13 

 CHAIRMAN HALL:  Okay.  Thank you.  I just have 14 

one last question.  Do you anticipate the need for 15 

any additional federal legislation?   16 

 MR. FRANK SIMONE [AT&T]:  Well, I think this 17 

is kind of the perennial debate in Washington about 18 

whether the Telecom Act needs to be rewritten.  19 

Right now, there are separate sections in the 20 

statute for video services, for telecom services, 21 

for other services.  In a world where all of that 22 

is converging onto one platform, where you've got 23 

video, voice, and data all being carried over the 24 

same network, we think it's probably prudent for 25 
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legislators to take a look and see whether or not 1 

the way they've structured the Act back in '96, the 2 

last time they looked at it, is appropriate for 3 

today's environment.  We don't think it is.  We 4 

think it would probably be fruitful for them to 5 

take a look at and take a stab at something that 6 

makes sense for the 21st century.   7 

 And I know they have begun that process.  8 

There were a series of meetings that the 9 

Congressional staffers held with the industry to 10 

talk about, you know, what's the right framework 11 

for doing it.  I don't believe any of those — I 12 

don't believe they've come to any conclusions on 13 

it, yet.  And as you can imagine, legislation is 14 

deliberately hard to get through.  That's the way 15 

it was designed.  So anything that would be done is 16 

not something that would likely be done in the 17 

short term. 18 

 CHAIRMAN HALL:  Okay.  All right.  Thank you.  19 

Commissioners, any other questions? 20 

  [No response]  21 

 Mr. Nelson, you have anything you need to add? 22 

 MR. NELSON:  No, ma'am.  Thank you.   23 

 CHAIRMAN HALL:  All right.  Thank you so much, 24 

both, for your presentation.  I think we all are 25 
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better equipped with knowledge, and so we thank you 1 

for coming.  And we are adjourned.   2 

[WHEREUPON, at 3:22 p.m., the proceedings 3 

in the above-entitled matter were 4 

adjourned.]  5 

___________________________________________ 6 
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The way the world communicates has 
changed dramatically since 1934


Communications 
Act of 1934


Telecommunications 
Act of 1996


Today
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People are connecting on more platforms than ever before


Facebook


Twitter


YouTube


Skype


Vine


Instagram
1.55 billion active 


monthly users


320 million  monthly 
active users


more than 1 billion 
users  in more than 


75 countries


214 billion minutes 
spent on Skype calls 


internationally in 2013 


200 million 
monthly active 


users 


400 million total 
active monthly 


users


Google+
300 million 


average monthly 
active users
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People are connecting using more 
technologies than ever before


Historically landlines 
connected you to a place


Today, services that run on IP networks 
connect you to anyone, anywhere, faster 


and faster
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450,000
Americans switch to phone 
services that run on wireless and 
Internet-based networks every month


Source: FCC Local Competition Reports – ILEC Residential switched access lines. 
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More households are choosing wireless phone services 
instead of traditional landlines


8%


47%


Source: 1. CDC, Wireless Substitution: Early Release of Estimates From the National Health Interview Surveys, January-June 2007 (12/10/07), January – June 2012 (12/19/2012),  
January-June 2015 (12/01/15).
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As housing units have increased, traditional ILEC landlines 
have consistently decreased


1999 2014


+19%


-77%


0
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Data Source:
- ILEC Res Lines from FCC Local Telephone Competition Reports
- Housing Units are linear plots of values from 1990, 2000, 2010 Census , American Community Survey 2011 through 2013 1 Year Estimates
- Data for 2013 and 2014 are estimates using linear trending
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Same trend in South Carolina


Data Source:
- ILEC Res Lines from FCC Local Telephone Competition Reports
- Housing Units are linear plots of values from 1990, 2000, 2010 Census , American Community Survey 2011 through 2013 1 Year Estimates
- Data for 2014 and 2015 are estimates using linear trending


+28%


-72%
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All Americans, including low-income 
households and seniors are rapidly 
choosing to connect using new 
technologies
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Low-income Americans are switching to wireless


84%
of adults who live in 
households with incomes 
less than $30,000 have a 
cell phone


67%
of adults  over 65 who 
earn less than $30,000 
own a cell phone


59%
of adults living in 
poverty are wireless-
only households


Sources: “Wireless Substitution: Early Release of Estimates From the National Health Interview Survey,” Centers for Disease Control and Prevention, January – June 2015.
Smith, Aaron, Older Adults and Technology Use, Pew Internet & American Life Project, April 3, 2014
Fox, Susannah and Lee Ranie, “The Web at 25,” Pew Internet & American Life Project, February 2014, http://www.pewinternet.org/2014/02/25/the-web-at-25-in-the-u-s.
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Older Americans are increasingly adopting new technologies


59%
of seniors 65+ go 
online — a six-
percentage point 
increase since 2013


56%
of online seniors 
(65+) use social 
networking sites


71%
of online seniors 
(65+) go online 
every day


Source: Smith, Aaron, Older Adults and Technology Use, Pew Internet & American Life Project, April 3, 2014
Duggan, Maeva, Social Media Update 2014, Pew Internet & American Life Project, January 9,2015, http://www.pewinternet.org/2015/01/09/social-media-update-2014/.
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New technologies have changed how Americans do business


1987


A farmer used a landline 
to order seeds


A doctor used a landline to collaborate on a 
diagnosis and schedule appointments


A software engineer used a landline 
to connect to the Internet


Small business owners needed to open a 
store front, locate in a populous area, secure 


significant funds for startup


A farmer can manage irrigation 
systems from a smartphone


A doctor can review an X-ray or MRI online, 
or diagnose a patient over videoconference


A software engineer can code, test, and 
deploy new software from a tablet


Small business owners just need an idea 
and an Internet connection


2015
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We’re bringing high-speed Internet to more customers


Our 4G LTE network 
now covers nearly 
310 million people. 


We’ve brought fiber 
to nearly 900,000 
business customer 
locations.


Our wireline IP 
broadband network 
now reaches 
approximately 57 
million customer 
locations.
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AT&T is major investor nationally…..


To meet growing 
consumer demand, 
AT&T has invested 
more than $120 billion 
between 2009 and 
2014 – more than any 
other public company 
in America. 







© 2015 AT&T Intellectual Property. All rights reserved. AT&T, the AT&T logo and all other AT&T marks contained herein are trademarks of AT&T Intellectual Property 
and/or AT&T affiliated companies. The information contained herein is not an offer, commitment, representation or warranty by AT&T and is subject to change.


15


…and in South Carolina


Building for Tomorrow
More than $884 million invested by AT&T in its 
best-in-class wired and wireless networks from 
2012 through 2014. 


1,042 upgrades made in 2013-2015 including new 
cell sites, addition of wireless and wired network 
capacity and new broadband network connections.


96.9 percent of geography covered by the AT&T 
Mobile Broadband network as of Nov. 6, 2015.


99.7 percent of population covered by the AT&T 
Mobile Broadband network as of Nov. 6, 2015


Environmental impact
157 alternative fuel vehicles operated in the state 
as of Nov 30, 2015.


Jobs and economic support
More than 2,400 AT&T employees working here as 
of Dec. 31, 2015. 


6,340 AT&T retirees  living here as of Nov. 30, 2015.


13,559 Stockholder accounts in South Carolina as of 
July 22, 2015.


More than $116 million spent on goods and 
services purchased from suppliers based in South 
Carolina in 2014. 


More than $140 million generated in local and 
state taxes by AT&T operations in 2014.


214 retail locations, including our company-owned 
retail stores, authorized dealerships and national 
retail stores, as of Dec. 16, 2015.
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Outdated regulations can hamper efforts to connect all of 
America with modern technology


“Regulations require certain carriers to 
maintain Plain Old Telephone Service 
— a requirement that is not 
sustainable — and lead to investments 
in assets that could be stranded.”


– The National Broadband Plan


“These regulations can have a 
number of unintended 
consequences, including siphoning 
investments away from new 
networks and services.”


– The National Broadband Plan
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AT&T is engaged in a technology transition trial overseen by the FCC 
in Alabama and Florida. 


Carbon Hill, AL


West Delray 
Beach, FL 


This experiment is designed to serve as a model for resolving policy and operational issues that 
could arise when customers move from the old network to the new one. 


What we learn will enable customers in cities, small towns, and rural communities across 
America to make the transition and take advantage of modern communications technology
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AT&T is working with policymakers and 
consumers to ensure modern networks 
and services are reliable and continue to 
meet the important values of public safety, 
competition and consumer protection.
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Background on IP Transition Trials


• In a November 2012 filing at the FCC, AT&T proposed trials as customers 
were migrating from traditional landline services to wireless and IP-based 
services.


• Trials will help all understand the technological & policy dimensions of 
the TDM-to-IP transition, identifying the regulatory reforms needed to 
promote consumer interests & preserve private incentives to upgrade 
the infrastructure.


• FCC issued its Order in January 2014, laying out the requirements for trials 
and established the core network values.
 Public Safety & National Security
 Universal Access
 Competition
 Consumer Protection
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AT&T filed its Trial Plans in February 2014


• AT&T proposed conducting the trial in 2 locations.
 West Delray Beach, FL
 Carbon Hill, AL


• Trials are providing a forum for:
• Identifying operational, technical, logistical and other issues.
• Providing experience for customer education and notice.
• Developing processes for migrating customers with different needs & 


requirements.


• Goal of the Trials:  result in an actionable plan that can be scaled to AT&T’s 
4700+ wire centers across the country.
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The Trials began in September 2014


• Customers are voluntarily moving to alternative services.                    
Results through 3Q 2015:   


• Customers will have an alternative service available before AT&T 
discontinues a service.  


• No service will be discontinued until AT&T follows applicable processes to 
grandfather, then sunset, services. 


• On 11/3/15, AT&T provided notice it is grandfathering 8 business services in 
the trial wire centers.


3rd Quarter % Change from Baseline


Wire Center / Segment
Wireless 


Home Phone U-verse Legacy


Carbon Hill – Consumer 119% 23% -25%


West Delray Beach – Consumer 3% 26% -23%


Carbon Hill – Small Business -19% 100% -9%


West Delray Beach – Small Business -21% 29% -12%
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FCC’s Technology Transition Orders issued in August 2015


• Battery Backup Requirements  (FCC 15-98, PS Docket No. 14-174)
• Requirements apply to facilities-based, fixed voice service that is not line-


powered by the providers, and is offered as a residential service.
• Provider must offer at least one technical solution of 8 hours for back up 


power, including installation of the equipment, when installing the voice 
service at the subscriber’s option and expense.


• Backup power solution requirement increases to 24 hours within 3 years.
• Providers must disclose power limitations to subscribers.


• Copper Retirement (FCC 15-97, GN Docket No. 13-5 et al)
• Expanded notice requirements, and not just posted on a website:
 All carriers interconnected with the ILEC.
 All end users when the copper serving their premises (business or residential) is 


retired.
• Requires 180-day notice; only 90 days if there is absolutely no use of the 


copper.
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FCC’s Technology Transition Orders issued in August 2015


• FNPRM on Retail 214 “adequate substitute” criteria  (FCC 15-97)
 Network capacity and reliability
 Service quality
 Device and service interoperability, including interoperability with vital third-


party services (through existing or new devices)
 Service for individuals with disabilities, including compatibility with assistive 


technologies
 PSAP and 9-1-1 service
 Cyber security
 Service functionality
 Coverage


• Additionally:
 Carrier must show it has an adequate customer education and outreach plan.
 FCC asked for comment on how to facilitate the continuation of commercial 


wholesale platform services.


• Comments were filed on 10/26/15, with Replies on 11/24/15.
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The FCC is addressing wholesale issues, setting a national 
framework


• FCC set 214 application requirements for wholesale services in their August 
2015 Tech Transition Order (FCC 15-97).


• Adopts the “totality of circumstances” test for evaluating compliance with 
the “reasonably comparable wholesale access” condition.


• Requires any 214 petitioner to answer the following five questions at the 
time of filing for special access (DS1 & higher) and wholesale platform 
services: 
 Will Price per Mbps Increase?  
 Will A Provider’s Wholesale Rates Exceed Its Retail Rates?  
 Will Reasonably Comparable Basic Wholesale Voice and Data Services Be 


Available? 
 Will Bandwidth Options Be Reduced?  
 Will Service Delivery or Quality Be Impaired?  


• Must undertake an analysis of impact of service elimination, including 
consultation with impacted carriers.
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The FCC is Addressing IP Interconnection


• The FCC has an open proceeding addressing IP interconnection.              
(FCC 11-161, WC Docket 10-90 et al)
• The FCC sought comment on whether IP interconnection should be 


required.
• The FCC encouraged carriers to negotiate IP interconnection in good 


faith, which is what AT&T is doing.  
• Interconnection obligations under the 1996 federal Telecommunications 


Act apply only to telecommunications services.  
• The FCC has not classified interconnected VoIP as a 


telecommunications service; there is no requirement for ILECs to 
interconnect in IP for the exchange of voice traffic.
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The FCC is Addressing Other ILEC Wholesale Requirements


US Telecom Petition for Forbearance  (WC Docket No. 14-192, FCC 15-166)
• US Telecom asked the FCC to forbear from a subset of regulations that currently 


apply to ILECs and are no longer necessary in today’s market.
• FCC granted Petition in part, and denied in part, in order released 12/28/15.
• Granted:  §271 checklist items 1-2, 4-14; Equal Access obligations; UNE 64k 


channel; and, greenfield conduit.
• Denied: §271 checklist item 3; remaining §272 obligations; brownfield conduit; 


contract tariff prohibition; and, ETC requirements where not funded.


Windstream – Petition for Declaratory Ruling (WC Docket No. 15-1)
• Addresses ILEC DS1/DS3 loop obligations when copper is replaced by fiber and 


the network is transitioned from TDM to IP.  


Special Access Proceedings (WC Dockets No. 05-25 and 15-247)
• Continuing investigation into the competitiveness of the special access market, 


to examine pricing flexibility for same.
• New investigation into certain ILEC tariff pricing plans; 4 of AT&T’s included.
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The FCC is Actively Addressing IP Transition Issues


• The FCC is setting a national framework, with full participation by ILECs, 
CLECs, CMRS Providers, State Commissions & Consumer Advocates.


• AT&T is entering into commercial agreements for IP interconnection for 
voice.


• Not required to be filed with the FCC or State Commissions.  
• These are not §§ 251-252 interconnection agreements as they do not address 


telephone exchange or exchange access traffic. 


• The transition is not a flash cut, but a gradual process that will occur over 
several years.


• AT&T is not flash cutting all of its TDM switches, nor getting rid of all copper.
• Network changes will be done with all proper notice.
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