Scott Carey

From: Granville Fortescue <granville.fortescue@pressmail.ch>

Sent: Tuesday, November 1, 2022 9:12 PM

To: Scott Carey

Subject: Nov. 3rd 2022 NTRPA G.B. Meeting — Item 2 — Public Comment
Attachments: BookofBrokenPromises.pdf

Nevada Tahoe Regional Planning Agency Governing Board,

A so-called "public-private partnership” between our local Tahoe area governments
and telecommunications companies would be nothing more than a secam. This

proposed relationship will be little more than abusive codependency. End corporate
socialism. It doesn't work. Nor do trillion-dollar corporations with billion-dollar
revenues need welfare!

Please read this book and enter it into the NTRPA public record
(http://irregulators.org/wp-content/uploads/2017/05/BookofBrokenPromises.pdf).
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Stop ratfucking Tahoe residents for your quixotic corporate welfare pet projects and fix
our damn incessantly crumbling roads. Dump the Tahoe Prosperity Center!

Thanks,

Granville R. Fortescue
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What others have said about Bruce Kushnick’s research and previous books:

David Cay Johnston, Recipient of the Pulitzer Prize, Author of The Fine Print, 20128

“Kushnick’s estimate comes from his meticulous analysis of
disclosure document filed with the Securities and Exchange
Commission and other regulatory agencies... Kushnick’s estimate
might significantly understate how much extra money people paid
for an electronic highway they did not get. It seemsvery likely that

Kushnick’s numbers are uncomfortably close to the truth.”

Dr. Robert ("Bob") Metcalfe, co-inventor of Ethernet, and creator of “Metcalfe’s
Law”. Foreword for The Unauthorized Bio of the Baby Bells, 1999.

“The part of Kushnick’s expose that angers me most is how the
Bells have used the Information Superhighway to win concessions
on how much money they can extract from their monopolies.
Kushnick recounts extravagant Iway promises, shows them to be
just a Bell ploy, and documents how they've not been kept. He
tracks billions intended for 1-way deployment to Bell executives,
to their shareholders, and, of course, to amost al of your elected

representatives in government.”

Bill Moyers’ Emmy Nominated, The Net at Risk, 2006

“In The Net at Risk, telecom industry watchers Bruce Kushnick
and Tom Allibone of Teletruth a consumer advocacy group which
has published an e-book, $200 Billion Broadband Scandal, fault
the telephone companies for not fulfilling the promises they made
in the 1990s to provide fiber-optic connections to households. Had

their grand plans been implemented, 86 million customers in the
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United States would have received much faster service than is

currently available.”

Cover Story, Washington Technology, September 15th, 1994°

“A telecom analyst’s report should raise some eyebrows among
those who want to build the forthcoming National Information
Infrastructure (NII) and do business on solid, honest ground...If
telecommunications analyst Bruce Kushnick is talking the truth
(and we think he is), systems integrators, content providers,
Internet service providers and just about anyone involved with
building the forthcoming National Information Infrastructure had
better read his report word by word.”

V erizon spokesman Lee Gierczynski, The Bergen Record, March 25, 2014°

"For nearly two decades, he has made the same, tired baseless
allegations over and over again about Verizon and its predecessor
companies — not only in New Jersey but in other states as well...
His specious arguments are devoid of fact, relying on

misinformation and myths to prop up his claims.”

I, Cringley, PBS
“The $200 Billion Rip-Off: Our broadband future was stolen.”
Ed McFadden, Verizon Communications, July 2014
“l run media affairs for Verizon public policy, and was wondering

which editor has some oversight of Bruce Kushnick. Who reviews
his material before it is posted? In his latest, he makes several
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inaccurate statements, the facts for which were publicly available
and where he appears to be making an effort to misdirect your

readers.”
Front Page, The New York Times, November 1988°
"There will be a turf war over what services should be billed for

and what services should be free," predicted Bruce Kushnick, an

analyst...”
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Introduction

Imagine if you could say anything or do anything, with the odds of getting caught
being amost nil. Even if you are apprehended, there would be little, if any,
repercussions.

Welcome to The Book of Broken Promises.

= Thereis a wire that goes into your home, school or office as everyone in
Americaisentitled to phone service. This wire was put in as part of the state-
based utility and most of them are controlled by what are now AT&T,
Verizon and Centurylink.

= Starting in 1993, (though it varies by state) this copper wire was supposed to
be replaced with afiber optic wire— and the companies were able to change
state laws to charge you to do this upgrade. (Fiber optics can handle much
higher download and uploads speeds.) Instead, the companies pulled a bait-
and-switch and used the old copper wires for a slow broadband service
called ADSL.

= 1n 2004, Verizon started rolling out FiOS, which is a fiber optic service, but
announced in 2010 it was not going to expand, leaving about 50% or more of
their territories” upgrade incomplete.

= AT&T rolled out U-Verse in 2005, but AT& T never replaced the wire; U-
Verse is a ‘copper-to-the home’ service, that uses the legacy copper wire.

= 1n 2012, Verizon and AT&T announced plans to start ‘shutting off the wires’
in about 25%-50% of the US and force customers onto their wireless service
— because it makes them more money. Wireless can’t compete with
wireline services, such as cable TV; it is expensive to use due to ‘data caps’
(extrafees and restrictions) and is a fraction of the speed of fiber optics.

By the end of 2014, America will have been charged about $400 billion dollars by the
local phone incumbents, Verizon, AT& T and CenturyLink, for afiber optic future that

never showed up. And though it varies by state, counting the taxes, fees and surcharges
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that you pay every month (many of these fees are actually revenues to the company or
taxes on the company that you paid), it comes to about $4000-$5000.00 per household,
and that’s the low number.

Y ou were also charged about nine times to wire the schools and libraries via
state and federa plans designed to help the phone and cable companies.

And if that doesn’t bother you, by the year-end of 2010 and based on the
commitments made by the phone companies in their press statements, filings on the
state and federal level, and the state-based ‘alternative regulation’ plans that were put
in place to charge you for broadband upgrades of your home, business, and the schools
and libraries— America, should have been the world’s first fully fibered, leading edge
country.

In fact, in 1992, the speed of broadband, as detailed in state laws, was 45
Mbps in both directions — by 2014, we should have al had gigabit speeds (1000
Mbps).

Instead, America is not Number 1 or 2 or 5 or even 10th in the world in
broadband. Net Index by Ookla® pegged America at 27" in the world in download
speeds and 47" in upload speeds, as of August 9", 2014.

And while this book focuses on Bell companies, (now AT&T, Verizon and
Centurylink), there is a second wire into most homes from the cable companies. And
wouldn’t you know it — we found that Time Warner and Comcast had actual
agreements with the FCC called the “Social Contract”, which allowed the companies
to raise rates up to $5.00 a month to upgrade their networks for Internet and
broadband, and to wire the schools in their areas — for free, with high speed cable
modem service. These agreements ended in 2000, but we can’t find any proof that they
lowered the cable rates or that the schools were wired. We estimate that from 1996
through 2014, cable customers paid approximately $61 billion because of these
agreements. Without audits, it is impossible to tell the exact amount. On average,
customers paid about $60 a year or about $840 extra from 2001 through 2014.

And for those who exclaim — “But | use wireless, why should | care?’ Y our
wireless service is really a wired service with an invisible extension cord, as every ‘hot
spot’ or cell site is attached to a ‘secret’ wired network, known as ‘special access’. It is

a monopoly service and is controlled by the wired phone companies, AT&T, Verizon
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and Centurylink and it has obscene profits, so all wireless service, including those
offered by competitors like T-Mobile or Sprint, have to pay through the nose — which
is passed on to you. And instead of Verizon and AT&T’s wireless companies actually
competing with their wireline companies, they have a sweetheart deal with these secret
wires which lets them collude in multiple ways that cost you money; but I’ll get to all

of thisin duetime.

Fast Lane, Slow Lane, No Lane, End Gamein Telecommunications

Not being Number 1 in the world in broadband or being charged extra by the phone
and cable companiesis only a small part of just how far America has fallen. We are at
the end game in telecommunications. Verizon announced in 2010 that it was no longer
going to upgrade areas with ‘FIOS’, their fiber optic product, leaving about 50% of
their territories un-upgraded, while AT&T announced the same thing, but is now
claiming it will continue to upgrade, (and even to do fiber-optic based cities), if it is
allowed to merge with Direct TV.

And it will get worse — Forget about Net Neutrality’s “fast lane” or “slow
lane”; we should now be more concerned about the “no lane”. Instead of properly
upgrading America, AT&T and Verizon plan to just ‘shut off the copper’ to about 50%
of the US, and force-migrate everyone to their wireless services.

Instead of competing, Verizon has deals with the cable companies to bundle
their wireless service with the cable company’s ‘triple play’ of cable TV, phone and
high-speed Internet in areas that are not upgraded by the telco — a defacto “do not
compete” arrangement.

There are ahost of issues that people have noticed:

" Since deregulation, landline costs skyrocket. The monthly cost
of measured AT& T phone service (in California) has soared more
than 260% since 2008." Los Angeles Times, Dec 6th, 2013%°

"Internet Service Providers Are Now the Most Hated
Companies in U.S.." "ISPs received the lowest customer
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satisfaction ranking of any industry in America. And that's saying
something, considering ACSI (American Customer Satisfaction
Index) typically surveys nearly 50 industries per year." Huffington
Post, May 22, 2013

"Killing Copper? Customers Say They Felt Pressured into
FiOS" "Consumers are filing complaints with us alleging that
Verizon is engaged in deceptive marketing practices,’ said Eric
Friedman, Director of Maryland's Montgomery County Office of
Consumer Protection." NBC Washington, December 10th, 2013%

I’ve been a telecom analyst now for over 33 years, but | knew we were at the end game
during a meeting of the East 9th Street Block Association where a distraught group of
Verizon customers were explaining how their service had been knocked out by the
Super Storm Sandy in October 2012 and Verizon hadn’t restored phone service (or
DSL) by April 2013, six months later. And East 9th Street is in the middle of one of
the centers of the known universe — Manhattan, New Y ork City.

It wasn’t supposed to be like this.

The Communications Act of 1934 required the phone companies make sure that
everyone in America could get phone service at “fair and reasonable’ prices. Rural,
urban and suburban, rich or poor areas alike — everyone was entitled to phone service.
And this was delivered over copper wires that were part of state-based,
telecommunication utilities, where the costs of service were averaged throughout the
state so that the rura customers paid about what the city folks would pay and the
expenses were also averaged out. And it was always quite profitable; if the companies
were ‘losing money’ they could go back and ask for more. Few American companies
enjoy guaranteed, stable financial profitability like these telecommunication utilities.
By the 1960’s, most of America was wired, but the phone networks,

especially in the cities, started way back, before the ‘Roaring 20’s’.
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In 1991, as part of the Clinton-Gore ticket, Al Gore called for an
“Information Superhighway”, a nationwide plan to replace the old, legacy copper wires
with new fancy, shiny, glass, fiber optic wires. This is because fiber optics can offer a
lot more bandwidth and higher speeds for video services and new online applications.
And the plan was to have Americarewired, 100% completed, around the year 2010,

And like fresh blood in shark infested waters, what is now AT&T, Verizon
and Centurylink claimed that if they were given more money, they would use it, state-
by-state, to wire whole states, not to mention the schools and libraries, or both.
(NOTE: At the time, there were seven ‘Baby Bells’, which were created in 1984, when
Ma Bell, the original AT& T, was broken up. These included Ameritech, Bell Atlantic,
BellSouth, NYNEX, Pacific Telesis, Southwestern Bell and US West. There were also
some independent companies, like GTE and SNET (Connecticut). But, by 2007, the
companies had all merged to what we have today.)

See the map of the “Baby Bells” territories in the front of the book.

By the 1990’s, the ‘Era of Say Anything’ was in full swing with grandiose plans. In
1993, Pecific Bell, California, said it would spend $16 billion by 2000 and have 5.5
million homes wired with fiber optics. Bell Atlantic claimed it would spend $11 billion
on 8.75 million homes by 2000, while Ameritech stated it would have 6 million
customers by 2000 as well. Some states, like New Jersey, would have 100% of
Verizon New Jersey’s territory completed by 2010 with 45 Mbps services in both
directions, while SNET, (Connecticut) said it would spend $4.5 billion and have 100%
completed by 2007. Ohio Bell, (now AT&T Ohio) claimed that 100% of schools and
libraries would be upgraded to fiber by 2000.

And all of this was fiber optics and it would deliver 45 Mbps in both
directions, starting around 1993.

In 1996, Telecommunications Act was passed and these old legacy wires (as
well as any upgrades) were all opened to direct competition for al services — Internet,
broadband, phone and even cable TV. It became apparent before the Telecom Act that

these companies controlled ‘the last mile’ or ‘first 100 feet’, and that created a
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bottleneck to offer the customers new services, such as broadband for Internet, as well
as cable TV and local and long distance service.

The Bell incumbent phone companies that controlled the wires weren’t
opening the networks as a ‘favor’; The Telecom Act allowed them to enter all of these
other markets, especialy long distance service, which was offered, prior to the
Telecom Act, by AT& T, MCI and Sprint, among others.

Around the same time, some new thing called the “Internet” and “World
Wide Web” had exploded onto the scene. And it was the small, independent Internet
Service Providers, “ISPs” that brought America online. All of this was in its infancy
and it required hand-holding customers to get their ‘dial-up’ Internet services to work.
It was not the Bell companies, the incumbent phone companies that drove this new
industry; it was the tech entrepreneurs who made this work.

By 2001, there were 9,500 small, independent 1SPs that handled over 50% of
al Internet customers.

At the sametime, AT&T and MCI became the two largest competitors to the
local phone companies, with over 15 million local and long distance customers.

And findly, starting in 1996, the Bell companies started to marry their
siblings, which we would argue was an act against nature and customers, as larger

proved to be worse, not better.

The Rise and Fall of Competition in America.

Briefly, with the advent of Michagl Powell becoming the FCC Chairman in 2001,
(who is currently the CEO of the NCTA, (the National Cable Telecommunications
Association)), Powell began working with the phone and cable providers to have the
FCC erase the Telecom Act laws and obligations on the incumbents that allowed the
competitors to use the customer-funded wires to deliver competing services. In a series
of decisions, by 2005, AT&T and MCI were put up for sale and bought by what are
now-at&t (small letters) and Verizon. And these actions killed off 7000 small ISPsin
just afew years.

Ironically, today when we hear the term “ISP”, most people think of the

incumbent phone and cable companies — and ‘the most hated companies in America’,
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according to the ACSI surveys. And more interesting is the fact that many of the ‘net
heads’ are too young to remember a time when there was freedom of Internet choice.

So, what we now call Net Neutrality was caused, then, by this blatant act of
the government (FCC) to protect the monopoly providers who controlled the wires and
returned us to the last mile bottleneck.

Competition guarantees that if a customer’s service is blocked or degraded,
the customer can ssimply go to another provider.

The Net Neutrdity rules showed up after the companies were able to
‘vertically integrate’, i.e. have their services as the only choice for broadband for
Internet, cable TV and phone services (as part of the bundle).

Of course, the impacts aren’t simply choice of services; competition is
supposed to lower prices, and everyone reading this knows that something is broken
and must be fixed.

How did this happen?

“Kushnick’s Law”

“A regulated company will always renege on promises to provide
public benefits tomorrow in exchange for regulatory and financia
benefits today.”

The Book of Broken Promises supplies all of the gory details of the promises, and the
broken promises, from 1992 through 2014, from the bait-and-switch — promise them
fiber optics but give them DSL over copper, to the ‘say anything’ merger condition
commitments, without any regard to what has to be delivered or deployed, or the
creation of made up statistics and manipulated data used to make public policies.

Here’s the road-map for our ride on the Info highway, and our discussion of
what should happen next.

And get ready for the surprise ending.
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The Book of Broken Promises|s Divided into 10 Parts.

Part | Broadband Scandal, 1991-2004 — Here is a blow by blow of
what was promised by most of the phone companies and what actually was deployed
— which was virtualy nothing. We aso delve into the changes in regulations that

were able to charge you for network upgrades that mostly didn’t happen.

Part Il Acts Against Nature: The Bells Married Their Siblings — The
new “at&t” was formed by the mergers of the Southwestern Bell, (SBC), Pacific
Telesis, SNET, Ameritech, AT&T and BellSouth, while the creation of Verizon was
the mergers of Bell Atlantic, NYNEX, GTE and MCI. As you will read, the mergers
that made the current AT&T and Verizon essentially gamed the regulatory system,
failed to fulfill basic commitments, and killed off al fiber-based broadband projects
that had started in every state they controlled — AT& T alone, now controls 22 states.

Part 111 The Awakenings: 1996-2005 — In 1996, Congress passed the
Telecommunications Act which alowed thousands of ISPs and Competitive Loca
Exchange Companies, “CLEC”, the use of the wires to your home and office. But,
with the help the FCC and former chairman Michael Powell, the now-AT&T and
V erizon got the government (the FCC) to kill off the competitors.

Part IV Alternative Paths L eading to the Same Conclusion — After the
1984 break up of the origind Ma Bell, the new AT&T (1984-2005) took over the
original long distance and equipment markets, and by the end of the 1990’s was the
largest local-long distance competitor. This abruptly ended by 2005, when SBC was
able to get the FCC to close down competition, which put AT&T out of the local
service market, and then SBC bought AT&T and renamed itself — “at&t” (small
letters). We aso track the rise of municipalities that wanted to offer broadband
connectivity and services because the incumbents failed to show up. We aso cover the
passage of ‘Barriers to Entry’ legislation in state legislatures, where AT&T and
Verizon, along with the cable companies, did their best to block or even outlaw muni-

builds. And finally, we look at what made Centurylink, the third big telco provider,



The Book of Broken Promises 17

and its past as Qwest (US West), including the questionable business practices and its
tiesto Enron.

Part V Deception is the Phone Companies’ Strongest Trait — From
fake consumer groups, biased research from coin-operated think tanks, lots of
lobbyists, campaign financed and paid-off politicians, and co-opted non profits,
especially minority, disabled and senior groups, we take you behind the broadband
curtain; we expose the skunkworks and groups like the American Legidative
Exchange Council (ALEC) where model legidlation is designed by AT&T, Verizon
and the cable companies to remove regulation and obligations or use the government
to harm you. And hereis an inside, front row seat to the regulatory capture of the FCC,
including the FCC’s Consumer Advisory Committee. We also focus on the statewide
cable franchise attack, where AT&T and Verizon wanted to get state-wide franchises
to offer cable service, but without obligations to actually do any of the work.

Part VI Moaob Bell: The Takeover: 2010-2014 — Merger after merger,
that were based on one broken promise after the other, after 2010, Verizon and AT& T
announced they had completed their build out of America and was now going to shut
off the copper in areas that they didn’t want to serve. At the same time, the FCC
created a National Broadband Plan, but with the capture of the FCC, by the end of the
process, the new plan was simply a new way to raise rates and taxes, with the
recipients being the phone companies. And part of this was the ability to present
corrupted or miss-directed sound bytes on every important data point, from
misrepresenting the number of lines in service, or ‘wireless only’ customers. But it is
the new campaigns to erase al laws and obligations on the state and federal level that

will give them more power to control the wires.

Part VII Overcharging America in the Name of Broadband — How did
the companies rack up over $400 billion charged to America’s communications users
and how did the companies get us to pay over and over for schools and libraries? And
what harms were caused by the lack high speed broadband to our economic growth
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and the jobs that growth would have provided, as well as the education of our
children?

We also expose the Time Warner and Comcast “Social Contract”, a real
agreement with the FCC to wire the schools and charge customers for the privilege —
over $61 billion may have been charged, with $53 billion being extra costs to
customers.

NEW DATA: But, the rea kicker is the newly uncovered financial hanky-
panky on the state level, where customers not only got charged again for broadband,
but it appears that the wireless companies and all of the companies’ affiliates, have
been able to create a shell game to help these other lines of business at the expense of
the utility networks and customers.

We also cover the special access networks, the ‘secret’ networks and the

FCC’s erasure of basic financial data since 2007.

Part VIII Case Study of One State: New Jersey — A Broadband Failure
—Verizon New Jersey is a complete model of how the companies gamed the
regulatory system over and over. By 2010, 100% of Verizon NJ was supposed to be
able to offer 45 Mbps services (in both directions) starting in 1996, and it was going to
be first ‘full-fibered’ high-speed state. And this would include the schools. By 2004,
nothing had happened and then Verizon announced FOS, but this time as part of a
“system-wide” cable franchise, which only requires the company to complete the
build-out to 70 out of the 526 municipalities. In 2012 the law was ‘resurrected’ as it
was still law, and two small towns forced and were wired in 2013. However, in 2014,
thereis still alegal challenge as Verizon and the State have attempted to finally erase
the commitments. By 2013, Verizon had collected about $15 billion in excess phone
charge and tax perks, customers had rate increases of over 400%, few schools were
wired under this plan — and it exposes the state regulators total failure to monitor the
company for decades.

Part I X Net Neutrality Is Not The Issue — With over four million
electronic comments filed at the FCC® in the Open Internet proceeding as of this
writing, it is now clear that Net Neutrality (NN) has captured the attention of the tech
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savvy, activists, and the FCC. But, what is not clear to most is that Net Neutrality is
simply a feign — it covers over the underlying problems of communications in
America. NN doesn’t have anything to do with getting America upgraded or more
importantly, stopping the “No Lane”— the end game if AT& T, Verizon, Comcast and
Time Warner continue on their path.

Part X Aunt Ethel’s Revenge: Break Up AT&T and Verizon... Again.
— And we end with a surprise. During the writing of this book, we uncovered ‘Title
Shopping’, were the company makes different claims for the same service to game the

state and federal regulatory system — and all at your expense.

LEGAL AUTHORITY TO CONSTRUCT FIBER TO THE PREMISES

Verizon New York Ine. (“Verizon™), as a common carrier under Title 11 of the Commumications
Act of 1934 (the “Act”™), constructed its Fiber To The Premises (FTTP) network as an upgrade 1o its
existing telecommumications netwaork

Example? While Verizon sued the FCC to stop the Net Neutrality Order, claiming it
would harm investment, truth be told, Verizon’s entire FiOS Fiber-to-the-Premises
networks are aready Title 11 in state cable franchise agreements, directly contradicting
the companies’ years of filings, comments at the FCC and even with the courts.

And don’t worry; all of this jargon will be explained.

With new data and uncovering Title Shopping, we outline a series of next
steps America should take, as al of the current scenarios of the next three-five years
points to a decline in broadband speed, higher prices, no competition, and more
erosion of our rights, while the companies erase their obligations and oversight.

First, the FCC needs to acknowledge and dea with the fact that FiOS’s fiber
networks are already “Title 11" and thus there is no need to reclassify.

Second it is time to return competition to al levels which would lower
prices, bring in choices for al services, and solve Net Neutrality; if one provider harms
your service, you can choose some other company.

Third, based on the financial ties of the companies’ affiliates, such as the
online, broadband, cable or wireless companies services with the incumbent phone
company, it is time to finaly start the process of separating the affiliates from the

wires and let them pay what other competitor pay and compete for your business.
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Fourth, customers have been the major funder of broadband in America, and
it istime to move the current networks to an open access, fiber optic, broadband utility
network where the customer has choices for their broadband provider and their choice
of phone, cable TV, and ISP services— and where everyone gets served.

We’re also calling for audits and investigations as America needs to know
exactly happened, state by state, to all of the money collected and what was actually
built, and how did the companies engage in a massive shell game of the financials to
charge customers for the companies’ other “affiliate” businesses.

Fifth, the cable companies need to be investigated about the “Social
Contract’, returned to the regulation of cable TV prices to customers, as well as have
the content separated from the wires and open the customer-funded networks to direct
competition.

Bottom Line — Returning to real competition and removing the
‘bottleneck’—i.e., the companies ability to control al services over the wires they
control, fixes most of the Net Neutrality issues, lower prices and gives the customer
choice of who supplies their broadband, Internet, cable TV, phone and wireless

services that are delivered over these wires.

Coda:

I hope you enjoy the book. I’ve attempted to make it readable, but more importantly,
it’s factual. | let the phone companies’ own words, filings, state and federal actions tell
the story.

Also, this book started as the sequel to the popular “$200 Billion Broadband
Scandal”, published in 2005, and is the third in the trilogy, which started with “The
Unauthorized Bio of the Baby Bells & Info-Scandal”, published in 1999. It has
morphed over the last two years because of new data and findings, but also because we
could hear the roar of the Net Neutralites at the FCC’s gates.

How did | end up writing thisbook?
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In 1992, | was a senior telecom analyst working for all of the major phone companies
for over adecade. And in that year | had few epiphanies that changed me.

First, my colleagues and | were working on cutting edge interactive
information services and there were a number of us working on projects related to the
roll out of the information superhighway. And we knew that the numbers being
presented for the costs to build these networks were essentially made up — under-
estimating the costs by thousands of dollars per line so that the new laws to make the
companies more money would go through without a hitch. But most didn’t want to
‘bite the hand that fed them’. Can’t blame them.

Second, | had done a report on the incumbent phone companies’ lines of
business and realized that they would aways control the networks because they
controlled the price and access to the networks, including what would become the
‘special access’ networks.

And third, I went to my Aunt Ethel’s apartment. She was a legally blind, 87
year old lady who used a walker and was living on a smal pension and Social
Security. And after she gave me a shoe box of phone hills, | realized that my clients
had overcharged her thousands of dollars. She paid over $1000 for the rotary phone
rental (she had two), and another charge cost her $360.00 for something she didn’t
order. | ended up ripping the phones off the wall and replacing them myself.

A former ‘flapper’ who could make a truck driver blush when she was
annoyed, after | told her what had happened, shaking her cane in the air she said, “Go
get those bastards”.

That was 23 years ago. | then started New Networks Institute in 1992 and
called for the break up of AT&T... and the other phone and cable companies,
otherwise known as ‘Divestiture II’, as | realized that there was no scenario that these
companies would allow competition or lower prices or actually build out the networks

asthey claimed.

Before we start our journey, I’d have to thank the gang that helped get this book
written and out, as well as the independent editors, experts, pundits, auditors and
lawyers | work with. First, David Rosen and | have been writing about this stuff for

years and he’s helped push me through and supported the efforts, with or without
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margaritas and chips. Dr. Henry Karlin, my long time friend and lyricist extraordinaire,
helped me gain my poetic license and added nuance to my prose. Chuck Sherwood, the
King of Scoop It, forced me to add more chapters in areas | didn’t know well and
threw people at me that | needed to know, while Arn Kush, the yin to my yang, made
sure | ate my vegetables and had aroof over my head, and was joined by Ms. Lorraine,
editor par excellence. And it was Jerry Michalski, my consultant for life, who made
sure my psyche was intact, regardless of the location or the plane of existence. | also
must never forget my debt to my 10" grade English teacher, Jean Brincko, forcing me
to raise my prose above simple clichés. Tom Allibone didn’t have anything to do with
the book, except we are tied at the hip on al things telecom. And, of course, | need to
thank our counsel and friend, Carl Mayer, who has attempted to reign us in when we
start talking a foreign language, tele-comm-eeze. Also, the gang — Dana Spiegel, Fred
Goldstein, Joly MacFie, Art Brodsky, Earl Comstock, Scott McCollough, Dr. Ron
Suarez, Joe Plotkin, John Randall, Ken Levy and Alex Goldman al helped in ripping
my ideas apart, then gluing them back together with their own expertise, making this a
better work than I could have created alone. | add to this my long time ‘twisted-pair’
former partner and friend, Mark Plakias; we shaped an industry through our ping pong
discussions. And more recently, a special thanks to David Bergmann for helping to
shape the path with Gerry Norlander of PULP, and both demanded “no adjectives”.

Sadly, | must thank and remember my good friend, Eric Lee, who passed
away during the closing of the book. He was my tour guide for the last decade through
the mysteries of DC, the Bell jar, and who dragged into every conceivable nook and
cranny of the corridors of power at FCC and Congress.

Finally, I must acknowledge my sub-conscious, who | don’t know very well,
but was like that voice you see in the movies of the Devil and the Angel on both
shoulders, screaming — What would Aunt Ethel say? | believe she’d approve and the
fragments of the psyche, pulling me to stop or start, are now at peace.
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Part | Broadband Scandal, 1991-2005

Chapter 1 Promises, Promises. The FuturelsAlways.

Timeline: 1991-2005%

The Early 1990’s: The Fiber Optic Go-Go Years.

It's the spring of 1993 and the fiber optic Info Bahn is just a few months away. The
April 12th, 1993 cover of Time Magazine proclaims: "The Info Highway: Bringing a
Revolution in Entertainment, News and Communication: Coming Soon to your TV

Screen...."*® The story continues:

"It's not here yet, but it's arriving sooner than you think. Suddenly
the brave new world of videophone and smart TVs that futurists
have been predicting for decades is not years away but a few
months.... We won't have to wait long. By this time next year,
vast new video services will be available at a price to millions of
Americans.”

Welcome to the Information Age: Again and again ... and again.

The Information Age has always been "just around the corner" with words, such as
"soon", "next year", and "tomorrow" describing when this miraculous use of
technologies and networks will change the world for the better. As best as we can tell,
the term " Information Age" was coined in the 1960's by AT&T's public relations
department, and it is a polyglot phrase that can mean amost anything you can think of.
The author is reminded of meetings in the 1980's that used the term "I nfor mation
Products® to describe everything from 900 number sex lines to home shopping.

" Infor mation Theory" %, the basis for terms using Information-Anything,

was developed at Bell Labs in 1948 (50+ years ago). One of Information Theory's
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principles is that digitizing something turns it into all ones and zeros — and to a
computer, well, that's al just information.

The “Information Superhighway”, sometimes called everything from the
"Info Bahn" to the "I-Way", like the Information Age, was another polyglot term.
Attributed to Vice President Al Gore in the 1970's, it came to describe the future
communications network and applications, from the fiber optic conduit to the
Information Age products and services carried over the wires and through the air.

But there were even earlier versions of this brave, new connected world. In
May of 1970 an issue of the Nation Magazine had a featured titled “The Wired
Nation”,"” written by the legendary Ralph Lee Smith, who laid out a vision of an
‘electronic highway’ that was not fiber optics, and not based on the phone companies

deployment, but on the cable companies’ technology.

“As cable systems are instaled in magor US cities and
metropolitan areas, the stage is being set for a new
communications revolution — a revolution that some experts call
“The Wired Nation”. In addition to the telephone and to the radio
and television programs now available, there can come into homes
and into business places audio, video and facsimile transmission
that will provide newspapers, mail service, banking and shopping
facilities, data from libraries, school curricula and other forms of

information to numerous to specify” ,

And so, by the 1990’s, while cable networks never lived up to their potential, this time
it was driven by the phone companies. And unlike its earlier iterations, this was now
‘information’, not ‘electronic’.

The “Information Superhighway” has morphed into many names over the
last two decades. Some called it, “broadband” or “cable service with modem”, and
more recently “broadband-Internet”. And it even may include TV or video and be

called by its consumer name “the Triple Play”.
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And these were network services — the wire and related equipment to bring
services to customers, like the Internet or World Wide Web of the 1990°s or the *social
media’ of the last decade.

Ironically, by 2013 and for the foreseeable future the term “Information
Service” will be one of the most hotly debated words in the world of communications
as it has come to mean remove ‘telecommunications’ regulations, oversight and
obligations of the phone companies to offer competitors the use of these wires, or even
the requirement to offer customers phone service, something that will come up in this
broadband tell-all.

But first, let’s use the way-back machine and start when there was infinite promise and
hype in the air, when America was going to be the world leader in something called

the Information Superhighway.

The Clinton-Gore National Infrastructure I nitiative

As Vice President Gore put it: (National Journal, March 1993)*8

"When | first introduced the concept back in the 1970's, the only
company that showed any interest at all was Corning Glass, which,
for some mysterious reason saw the potential in a nationwide fiber
optic network.”

While it can be argued whether Gore “invented” the Internet, he certainly had a strong
role in this point of broadband history. According to Richard Wiggin’s “Al Gore and
the Creation of the Internet”, Gore was making pitches back in the 1980’s for high-
speed networking, specifically a 3-gigabit per second national network. In a 1989 floor

debate Gore clearly discussed a “fiber optic” highway.®

“l genuinely believe that the creation of this nationwide network
and the broader installation of lower capacity fiber optic cables to

all parts of this country, will create an environment where work
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stations are common in homes and even small businesses with
access to supercomputing capability being very, very widespread.
It's sort of like, once the interstate highway system existed, then a
college student in Californiawho lived in North Carolina would be
more likely to buy a car, drive back and forth instead of taking the
bus. Once that network for supercomputing is in place, you're
going to have a lot more people gaining access to the capability,
developing an interest in it. That will lead to more people getting

training and more purchases of machines.”

By the early 1990's a confluence of events brought what can only be described as a
techno-crescendo of I-Way dreams. It was fueled, in part, by an aggressive
administrative policy led by Vice President Gore to get business to build the I-Way.
Vice President Gore’s vision was actually "inventing" the future of networks.

In the Gore vision, as well as most visions of the future, there are basic

streams of technologies and industries merging:?°

The Networks include telephone networks, cable networks, wireless
(satellite, microwave, radio, PCS), and "other carriers’ electric companies.
The Equipment includes computers and modems, televisions, TV boxes,
telephones, fax, and videophones.

Other Technologies can include cameras, security and monitoring

equipment.

All, or some of these, in various combinations, would play arole in the evolution and
deployment of the I-Way. For example, a movie would appear on your computer or
television, depending on the room you werein.

According to Gore, the driving regulatory forces would need to include:

Investment — Create incentives for investments in the private sector.
Competition — Create an environment of competition on all levels of

communications.
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Access — Allow equal access to all competing companies to the network,
and all network services have "interoperability” — the ability of all
competitors to use the same standards and protocols.

Universal Access — Preserve the basic tenets of Universal Service for all
subscribers. Also, the Gore vision gives the rural subscriber the same service

offerings as the urban subscriber.

It should be stressed that the Info Bahn's federd life was tied, in a large part, to the
telecommunications bhills that Congress tried to enact since the early 1990's, which
culminated in the Telecommunications Act of 1996.

But it is also important to note that at least the Clinton Administration had a
plan for driving broadband growth through competition, as well as using both industry
and government to kick-start the process.

The Bush Administration’s FCC under Michael Powell, and then continuing
with Chairman Martin, was al but clueless. One writer for the Epoch Times, when
comparing the US to the rest of the world in 2005, wrote:

"The United States is the only industriaized nation without an
explicit nationa policy for promoting broadband. Both developed
and developing nations have stimulated capital expenditures for
infrastructure in ways US public and private sector stakeholders

have yet to embrace."?

As we will discuss, the entire path of the FCC starting in 2000 was the "death to
competition".

In the 1990’s “competition” was to appear on all levels of communications;
all competitors were welcome to use the public switched network for new services. By
the new millennium, this term would come to mean the opposite. It meant, as we will

explain, kill off competition and call it “deregulation”.



The Book of Broken Promises 28

Replace the Old Copper Wiring with the New Fabulous Fiber Optic I nfo-Bahn.

These plans were al based on a premise — that there was old copper wire everywhere
that would be replaced by fiber optic wire everywhere. For about 80 years, with the
passage of The Telecommunications Act of 1934, every citizen, every business or
school or library, medical center, vacation home or even hot dog stand was guaranteed
and entitled to phone service. Rural areas, urban areas, rich or poor neighborhoods, it
didn’t matter; all would be served equally. And this service would be delivered by a
‘utility’, which was an entity that covered an area, such as a state, or aregion of a state
and these phone networks that supplied these services became known as the “PSTN”
or Public Switched Telephone Network. Services would be carried to everyone via a
wire that was originally made of copper, but the plan was to start swapping out this
copper wire with a fiber optic one. In short, the old “landline”, sometimes called
POTS, (Plain Old Telephone Service) was now going too be afiber optic landline, and
renamed the “Information Superhighway”.

And these wires were now controlled by the seven ‘Baby Bells’ who were
the progeny of the origina AT&T. In 1984, Ma Bell had been broken up because of
her monopoly controls over telecommunications, owning not only the wires, but also
the local and long distance services, and even the phone in the house. As we will
discuss in detail, these new holding companies, commonly known as the “RBOCs”,
Regional Bell Operating Companies, were created so that each would have their own
fiefdom and control a group of states’ utility companies. The Baby Bells were
Ameritech, Bell Atlantic, BellSouth, NYNEX, Pacific Telesis, Southwestern Bell and
US West. (By 2007, they would marry their siblings so that there would only be three
companies — Verizon, AT&T and Centurylink.) See the mapsin the front of the book.

And after Vice President Gore lit the fire to build this fabulous new digital
expressway, the Bell companies would fuel the flames on the state and federal level,
but, as you will read, they had their own agenda.
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Super highway Feeding Frenzy Fuel: Thel-Way Go-Go Years

The 1990’s were the beginning of the boom years and the smell of money was
everywhere. The telecom and cable giants saw this as something that would make
them barrels of new loot, but also give them leverage to remove regulation on the
federal, as well asthe state level.

At that time, 1993, the phone companies were wisely not allowed into long
distance or cable services. They were a monopoly after all. Competition for local
service wouldn’t start until the late 1990’s.

The hype and the promise for upgrading the networks and delivering
broadband were that the Info Highway would fix everything — Tele-Medicine, Tele-
Learning, even new jobs. For example, Deloitte & Touche's "New Jersey
Telecommunications Infrastructure Study, 1991", dubbed "Opportunity New Jersey" (a
Bell Atlantic state) proclaimed that the Info Highway was:?

 "essential for New Jersey to achieve the level of employment and job
cregtion in that state,
«  "advance the public agendafor excellence in education,

*  "improve quality of care and cost reduction in the healthcare industry."

Meanwhile, in 1993, Ray Smith, CEO of Bell Atlantic, exclaimed at the "Electronic
Summit" conference:®

"Imagine a button on your TV that you push to get your pizza,

without the fuss and problems.

"Bell Atlantic will have the first virtual VCR, and 100,000 people
by the end of the year (1993) buying things over transactional
services. We will never get into the car and jump down to the store

once we get used to the idea of any kind of network offering.”
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Ray Smith, in bravura mode, was interviewed in Wired Magazine, February 1995, and
said that Bell Atlantic would have 50% of the cable business by 2000.2*

"I would say that by the year 2000, we'll have 50% of the cable
business. No doubt about it. Which is why the cable companies are
in a panic. Meanwhile, the cable companies won't have even 5% of

the telephone revenues in their best markets.”

There were a few people with a bit more reality in their assessments of the Info
Highway. Sumner Redstone, Chairman of Viacom (a conglomerate which now owns
Paramount, Blockbuster, cable channels and Viacom Productions), spoke at the
National Press Club in October 1993.° He said:

"It seems to me not to be a 500 channel information Superhighway
but rather aroad to Fantasy Land. The assumption that individuals
will suddenly transform themselves into renaissance men and
women with the potential of information and entertainment is an
understatement.

"While we may anxiously await that fully-interactive, individually
tailored, all encompassing home entertainment and information
appliance with the greatest anticipation, the truth of the matter is
that plain old television is going to be around for along time.

"It's gonna cost a lot more, It's gonna take a lot longer, if we ever
get there, and there is no guarantee that the customer is willing to

pick up the price tag.”

But Redstone's concerns were all drowned out by the roar of the politicians and

pundits noise.
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Chapter 2 Why Do It? Benefits of the Superhighway —
Justifying the Hype.

A massive techno-feeding frenzy was at hand. The reason — the phone companies
would make billions from the removal of regulation, the manufacturers would make
billions in, at least, increased stock prices, not to mention selling new technologies,
and every politician backing this would be secure in the fact that he or she was backed
by deep, deep, pockets.

But darn, there still needed to be ajustification.

Besides the "chicken in every pot" similarities, what the Highway was and
who would use it, much less pay for it, had hundreds of groups issuing thousands of
studies al trying to prove their specific point. AlImost every state, federal government
agency, and of course lobbyists, associations, consumer groups, and the phone
companies, spent hundreds of millions of dollars on research, and almost all of it self-
serving.

To start, one of the most quoted reports was by the Economic Strategy
Ingtitute. Called "The Impact of Broadband Communications on the U.S. Economy and
on Competitiveness' (1993), this study stated that $321 billion in new growth could be
expected over the next 16 years from the I-Way.?®

"Economic growth in the United States would be greatly
accelerated by increased private sectors investment into broadband
communications. Creating a more favorable environment for such
investment could enable U.S. industries to create as much as $321
billion new GNP growth and 0.4 percent to annua U.S.
productivity growth over the next 16 years — about the time
currently needed for two cycles of investment in new
telecommunication infrastructure. The gains would come on top of
the gain of $191 billion in U.S. output that is aready expected if

present trends in broadband investment continue.”
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Bear Stearns, the brokerage house, was also quite bullish on the future of the
Information Highway. In areport, "New Age Media" released in 1993:%

“In our opinion, we are on the threshold of a technological
revolution that will sweep through all modern societies across the
globe, dramatically changing the way we communicate, educate
our children, access our entertainment and train our workers....
The creation of a fully interactive nationwide communications
network could open up the largest opportunity in history."

Hope springs eternal. The hype machine was continualy working. For example, in
2001, when the Bell companies wanted to prove to America that increasing broadband
deployment (their way of course), could add $500 billion to the US economy, Verizon
hired the Brookings Institute to prove the case.?®

"While the great broadband debate rages on at Capitol Hill, a new
study released yesterday said widespread use of high-speed
Internet service in the near future could pump as much as $500
billion annually into the U.S. economy.

"The study, conducted by the Brookings Institute in Washington,
D.C. and titled 'The $500 Billion Opportunity: The Potential
Economic Benefit of Widespread Diffusion of Broadband Internet
Access,' said consumers would benefit from a greater deployment
of the technology by using services such as online home shopping,
entertainment and traditional telephone services, as well as
possibly reducing commuting time. Demand for these services
would also provide a boost to computer and software

manufacturers as well as entertainment product companies.”

We need to note that yet another report came out in 2002 by Gartner Dataquest.?® It
aso found $500 billion in growth to the economy could be had with broadband but
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with a serious caveat — it would require "True" broadband of over 10 Mbps before the

economy would grow.

"True' broadband infrastructure would help advanced countries
such as the United States add as much as $500 hillion to their
Gross Domestic Product over several years, according to Gartner

Dataguest.

“Gartner Dataquest (NYSE: IT) reckons the impact of ubiquitous
broadband in the U.S. could total as much as $500 billion worth of
goods and services produced over a span of ten years. But it aso
said the estimate is based on what it cals "true" broadband,
defined as 10 megabytes per-second data transmission speeds.

“Within that framework, Gartner said the development of
broadband at 10 Mbps or faster could create huge growth in goods
and services related to building broadband delivery and including
what goes through the broadband pipes.”

This distinction of speed is critica and something that we will addressin later sections.
Three Visions of the Infor mation Super highway
In fact, each group in America probably had visions that the Information Superhighway
would eventually fulfill some new, unexplored potential for their specific citizenry.
However, amost all visions could be summed up by three specific models:

. Government & State Justification Superhighway

. The Home" Wonderland" Model
. Internet Expansion M odel
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The next section gives a brief explanation of each model. We are not arguing whether
these plans are good or bad for the public interest, or that some parts of these models
have morphed into other broadband projects. We are trying to paint a picture of atime
in telecommunications history. However, expect to fee déa vu as the hype of the

every broadband pitch was already done decades before...and we bought it every time.

Government & State Justification Superhighway

The first model is called the "Government & State Justification Model". This approach
stated that the primary reason to build the highway was to directly benefit Public
Interest and specia needs. The wiring was supposed to connect America's hospitals,
schools, libraries, jails, and other government and nonprofit organizations to the
American public.

Sold as a boon to education, healthcare and the creation of thousands of new
jobs, this approach was carried out at both the state and federal levels — on the state
level it was pitched as "bringing the state into the 21st Century"”, while on the federal
level, it was used by the Bells and their supporters, as a mgjor reason for the passage of
what would become the Telecommunications Act of 1996. In fact, Senator Pressler,
then chairman of the Senate Telecommunications Committee, stated repeatedly that,
"Thisisajobs bill ."*

To highlight how the State Justification approach was sold on the state level,
we present a small portion of testimony from Lawton C. "Mitch" Mitchell, a partner at
Deloitte & Touche. He discusses their “Opportunity Indiana” study, another million-
dollar study, which was done for Indiana Bell-Ameritech. He focuses on, "The benefits
that arise from an advanced telecommunications infrastructure ... and the implications
of technologica innovation on the telecommunications infrastructure of Indiana and
various initiatives under way to respond to the demand for an advanced
telecommunications network."3!

The exhibit below highlights Mitchell's testimony topics and is followed by a
description of some of the important areas where this Information Highway model
would be the most useful — everything from education and heathcare to economic

development.
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EXHIBIT 1
Deloitte & Touche Benefits of | nfor mation Highway
for Indiana Bell, 1993

. The Emerging Role of Telecommunicationsin Economic Development
. Health Care: The Impact of Telecom on Quality and Cost Effectiveness
. Opportunities to Leverage Telecom to Benefit Other Public Interests

. Education . The Criminal Justice System

. Public Safety . Specia-Needs Groups

. Telecommuting Libraries and Info Services

Here's Deloitte's analysis of telephone's rolein building the economy:*
The Emerging Role of Telecom in Economic Development

"As the overall economy in the United States continues its
transition from a traditiona foundation in manufacturing toward
the service-based sectors of the economy, access to information
has become a major factor in the determination of competitive
advantage and commercia success. More than haf of the jobs in
the U.S. economy are now in the service-producing sectors rather

than the goods-producing sectors.”

In fact, according to Mitchell, Indiana had "amost one-half of its current employment
base in industries that can be defined as telecommunications intensive', — i.e., these
companies used more telecommunications services. These "telecom intensive" markets
included communications, finance and insurance, education services, and printing and
publishing.

But it was the fixing of problems that was supposed to be the mgjor reason to
implement the |-Way. Have a problem in your school? No problem. Roll out
technology. Mitchell states:
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"Magjor problems facing the U.S. educational system today include
unsatisfactory  educational  performance, potentiad  teacher
shortages, and budgetary pressures.

"Especialy within the K-12 community, educationa institutions
often lack the financia resources or purchase dedicated facilitiesto
accomplish highly effective two-way interactive distance learning
and other advanced educational applications that require
broadband facilities.

"Distance learning is the provision of live, interactive video
instruction from a remote source. Often employing interactive
video, fax machines, eectronic blackboards, and other forms of
media, distance learning enables teachers and students in one
classroom to discuss lessons with students and teachers in distant

aswell as multiple locations.

"Distance learning applications, which leverage advanced
telecommunication services and capabilities, can help improve
educational quality by eliminating the geographic constraints
which have traditionally prevented teachers in specific fields from
reaching a student audience outside their classrooms. Advanced
telecommunications can be used to expand the breadth of
instruction in schools, not only increasing the value and diversity
of education, but also increasing student interest and participation

in school.”

And let's not forget healthcare. According to Deloitte, everything from reduction of
costs, to delivering healthcare, to "less mobile citizens', will be facilitated with the
Info Bahn.®*
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EXHIBIT 2
Opportunity Indiana's mpact on Health Care

The Information Highway will:
"Reduce the cost of health care through technology applications that improve
hospital, clinical, administrative, and related insurance operations.
Expand limited availability of medical knowledge and expertise.
Improve health care quality.

Increase health care access for rural and less mobile citizens.

. Improve and increase home health care opportunities.

. Improve the quality and availability of health care education for
practitioners.

. Send X-rays to experts real-time via broadband technology.

. Give improved hedlth care for limited resources with telemedicine
projects.”

In short, tele-everything would be fixed if you we just let the phone companies build

these new networks.

TheHome" Wonderland" Information Superhighway M odel

Forget the Public Interest perspective. The Information Age is everything from home
shopping to movies-on-demand (the ability to watch a movie or any program at the
customers’ convenience). These, mainly consumer services, make every household
into a "wonderland" of technological advances, making our lives easier. This sales
pitch of the Info Highway can be summed up by a series of quotes by Bell Atlantic,
Pacific Telesis, and Time Warner from the Electronic Summit, sponsored by the
Academy of Artsand Sciences, 1993.

Bernard Shaw, then newscaster from CNN, was the moderator. He wondered
how the Superhighway was going to be paid for. "What I'm struck by is there seems to
be an unspoken assumption that peoples discretionary income is going to be there to

buy your products."*
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Ray Smith, then CEO of Bell Atlantic, stated:*

"It aready is there. If you look at the early (Info Highway)
applications, those markets aready exist. Already making those
purchases. Home video is $17 or $18 hillion, catalogs is gigantic,
that is really home shopping. Games and gaming is aso huge.
You're talking about taking market share from other businesses,
not inventing new services. They won't have to spend a single
dollar more than they had to before. It's arather sweet deal."

In another place, Smith stated:*

"Bell Atlantic will have the first virtual VCR, and 100,000 people
by the end of the year (1993) will be buying things over
transactional services. We will never get into the car and jump
down to the store once we get used to the idea of any kind of

network offering."

Pacific Bell's President Philip Quigley agreed that the money was already being spent
in other areas wastefully, especially in education:®

"In the field of education, there is potentially significant waste and
inefficiency today, and there are millions and billions of dollars that
can be spent on educating our children to the modern technologies.
And we can shift alot of the hard dollars that can be redirected."

Also, the applications were quite similar for either cable or telephone companies. For
example, the list of Time Warner's proposed services, from games to shopping, was

straightforward, with some creativity added.
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Gerald Levin, then Chairman of Time Warner, stated:*

"There are great opportunities for video information. Going into an
auto showroom can be an intimidating experience for some. You
can call up some four-wheel-drive videos, interact a little bit, then
set atime to take atest drive. So there's an auto concept. There are

four mgjor areas:

video-on-demand movies
games
shopping

news, sports, on demand, Videotex with a printer.”

In fact, Levin continued:

"The conviction that started with our test in Queens, (named)
Quantum, consumers really want choice. Starting in 1994, we will
need to take one step further, which is true video-on-demand. In
our case we think it's going to take about five years and one billion

ayear — five billion dallars.

"In the short term it makes a lot of sense, so we put in an impulse-

purchase box in peoples homes."

Other sources, such as BellSouth's Annual Report, 1993, begins with the phrase "The

Excitement is Now." %

"Interactively — What you want, when you want it. Many of
these new services will be interactive. This means you'll have the
option of controlling a network to make transactions. Select
camera angles and replays. Ask ateacher a question. And compete

with other viewers in tests of skill and knowledge....
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"Need to buy a present? Call up the choices on your TV, select
your gift, pay for it electronically, and it arrives the next day. Want
to see a movie? Order one of thousands of titles and it will be
piped directly to your set. Watch it when you want. Start it, stop it,
rewind, and fast forward at your command."

In another paragraph entitled "Linking the Value Chain," BellSouth makes it clear that
besides transmission, the company is also going to supply the content.

"Content, Packaging, Delivery: These are the links in the value
chain of convergence for customers and investors.

" Content includes TV shows, movies, games, and alimitless
array of services — shopping, education, communications,
advertising, financial transactions, and information.

" Packaging means being in contact with you soitis
convenient to access, simpleto use, and affordable.
“Delivery: Telecommunication networks, cable TV systems,

and computers are the infrastructure of delivery."

So, with the "Wonderland" model, as stated by Time Warner, Pac Bell, Bell Atlantic,
and BellSouth, we are looking at gaming, home shopping, movies-on-demand, and

sports and news, mainly paid for by redirecting monies already being spent.

TheInternet Expansion Info Highway M odel

There were two expectations of this model. First, there were the cloistered services,
such as AOL, Prodigy and Compuserve, which were also called “Videotex”, “Online
Service” or “Gateways”. These services offered the customers their own content and
were not attached to the web in the early 1990°’s. There were also tens of thousands of
“BBS”, online bulletin boards. All of these were accessible over the regular phone
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lines using slow, dialup modems. There were millions of people and companies using
these services, and they were the catalyst/baseline for the web’s growth.

We will address this model in more detail in upcoming chapters

There were aso numerous people and companies who believed that the
Information Highway was the Internet or World Wide Web. This international, data
communications network started as a government project in the late 1960s, and for
decades remained mostly a network for colleges and government agencies. In 1992 it
was "discovered" by the business community at large, and literally overnight
thousands of companies and organizations sprung up to offer everything from cooking
recipes to the latest in advanced mathematics.

And while the statistics at that time of the Info-frenzy were wildly varied, it
is estimated that by 1996 there were somewhere between 10-25 million US online
subscribers.

However, right at the time when the Bell companies were planning to deliver
fiber-to-the-home, the web would explode, primarily with the convergence of
consumers with home computers that were sophisticated enough to handle graphics
and new software, and with costs dropping for everything from cheap modems, to add-
on sound cards and gaming equipment.

In the early 1990’s, the Internet and Web were NOT the Info highway to the
majority of those pitching it. It did not require a new upgraded fiber optic plant in the
original pre-video world and could run on the existing copper wiring. With just a
regular dial up service, using the old copper phone line, email and web browsing could
be done by everyone and didn’t require billions in infrastructure upgrades. This was to
change as more and more video applications were leaving the traditional confines of

the cable programming world, where video was delivered in the common TV channels.
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Chapter 3 Hollywood Calling— TELE-TV and Americast

The plans were grand.

“Americast will reach 68 million homes in 32 states.”*

“Americast ... last week announced the purchase of $1 billion

worth of high-tech boxes, referred to as digital set-top boxes.”*

In the movie "My Fellow Americans', Jack Lemmon and James Garner portray two
former US presidents. Lemmon asks Garner, "Who did you like meeting the most as
president?' James Garner answers "Gorbachev". Lemmon says, "I mean really like?"
and Garner answers, "EllaFitzgerald".

In truth, while the Bells sold the fiber optic Information Highway as a
justification for schools and government needs, in the 1990's the Bell's became "star
struck", trying desperately to change their personas from a stodgy old utility to flashy
entertainment and information companies, even offering cable services.

Bell Atlantic in 1994 believed that their mission was clear-cut and it

included everything from video entertainment to cable television.”®

"Our business opportunity and beyond is straightforward —
enhance the value of our core businesses by expanding our
customer and service base, and develop high-growth businesses
in the video entertainment, cable transport, cable television, and
information services markets.”

NYNEX described itself as a “global communications and media corporation” in
1996.4

“NYNEX is a global communications and media corporation that
provides a full range of services in the northeastern United States
and high-growth markets around the world, including the United
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Kingdom, Thailand, Gibraltar, Greece, Indonesia, the Philippines,
Poland, Slovakia and the Czech Republic. NYNEX has expertise
in telecommunications, wireless communications, directory

publishing, and video entertainment and information services.”

This change in how the companies defined themselves, was indicative of a trend with
all of the Bells. For example, this first quote below is from Ameritech in 1985, when
the Bells were fresh out of the box and still cared about the states they served.

1985 Ameritech Annual Report®

"The Ameritech companies are the leading supplier of advanced
communications products and services in lllinois, Indiana,

Michigan, Ohio and Wisconsin."

By 1996, the company was now a world leader in 50 states and “more than 40

countries”.

1996 Ameritech Annual Report*®

"A worldwide leader in making communications easy, Ameritech
serves millions of customers in 50 states and more than 40
countries. Ameritech provides a full range of communications
services, including loca and long distance telephone, cdlular,
paging, security monitoring, cable TV, electronic commerce, on-

line services and more.”

And so, with the promise of laying fiber optics, all of the companies pursued becoming
major provider of interactive content on their new networks, competing with the likes
of Time Warner, at least in their public persona. In redity, the Bells had dismal

failuresin amost al of their interactive investments.
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Simba Research, in its 1996 report "Telco'sin Interactive Services', put it this way:*

"The telcos have had virtually no success with the interactive
information, transaction and entertainment services that have
developed and been brought to market. Through their failures they
have shown that they are not in tune with the information and

entertainment needs of their customers.

"Part of the reason the telcos have so many problems with
interactive TV services is that they are reaching beyond their
technological expertise and local advertiser relationships. They are
trying to develop services that use extremely costly technology and
court national advertisers and merchants. The telcos, in particular
the RBOCs, simply lack the experience in these areas. As aresult,
they've had difficulty creating effective broadband transaction

services."

Depending on how you count, the Interactive/media investments had been numerous.
In fact, in the 1980’s, the Bell companies invested in “Videotex” and “Audiotext”
gateways, and lost over half a billion dollars. We’ll come back to this in our discussion
of the Internet in Volume 1.

The 1990’s investments, not counting the wiring, fell into two major areas:

Entertainment programming companies and purchasing cable services.

Entertainment and Content — TELE-TV and Americast

In order to create new content and have a noise machine for their fiber optic plans, the
Bell companies split into two primary hew companies, TELE-TV and Americast.
These two companies' partners included six of the seven Bell companies, as
well as SNET and GTE (Qwest was missing). TELE-TV was announced in October
'94 and consisted of three partners: Bell Atlanticc NYNEX and Pacific Teless.
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Americast, created to rival TELE-TV, was created in April '95, and consisted of
Ameritech, Bell South and SBC Communications, aswell as Disney and GTE.

EXHIBIT 3
The RBOC'sTELE-TV and Americast Partners

TELE-TV

. Bell Atlantic

. NYNEX

. Pacific Telesis
Americast

. Ameritech

. BellSouth

. Walt Disney

. GTE

. SBC Communications
. SNET

Americast, in 1996, described their organization as developing the “next generation of

in home entertainment”. “8

“Developing the Next Generation in Home Entertainment.

“Americast is the consortium of Ameritech Corporation,
BellSouth Corporation, GTE Corporation, Southern New England
Telecommunications and The Walt Disney Company created to
develop and market the next generation in home entertainment.
The Americast service is currently being introduced in selected
markets across the United States. In addition to providing
traditional entertainment services, Americast will offer innovative
programming and develop such features as a proprietary program
navigator, video-on-demand, and a variety of interactive

services.”
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Note: There seems to be some differences when SNET and SBC joined in Americast.
The quote above does not include SBC and yet it was named in the original group and
not SNET.

Star Struck

These new ventures started just like a stereo-typical Hollywood movie deal. According
to "Ovitz", the biography of super-agent Michael Ovitz,*® it was a meeting in early
1993 between Ivan Seidenberg, CEO of NYNEX, and Ovitz that got the ball rolling.
At the time, Ovitz was president of CAA, one of the world’s premier talent agencies.
Soon he was flashing movie stars and personalities at the Bell-head, from Michagl
Crichton and Ivan Reitman, to Aaron Spelling and Warren Beatty. According to
"Ovitz", the book:®

"Planning came to a peak in October 1994 when Ovitz and the
Baby Bells announced that CAA and the phone companies would
be entering into a joint venture with the NYNEX Corporation,
Bell Atlantic and Pacific Telesis to buy or invest in programs that
the existing Hollywood studio would turn out.

““We'll bring technology to the home, but you'll have a twenty
fiveinch pipeinstead of atwo-inch pipe,’ stated Mike Ovitz."

Only months after the deal went through, Ovitz left CAA for a brief sint as the
president of Walt Disney, which was the beginning of the end for TELE-TV. Ovitz,
however, walked away with areported $50 million.>

AsBdl Atlantic put it in their 1996 Annual Report;*
“In October, 1994, Bell Atlantic, NYNEX and Pacific Telesis

Group formed two partnerships to provide multimedia services.

TELE-TV Media, L.P. was formed to license, acquire and
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develop entertainment and information services. TELE-TV
Systems, L.P. was formed to provide the systems necessary to
deliver these services over the partners networks. At that time,
each of the three partners committed to contribute $100 million to

fund the activities of these partnerships.”

TELE-TV employed a number of people from the broadcast industry with impressive
credentials including Howard Stringer, a former president of CBS Broadcasting and
Sandy Grushow, former president of Fox Broadcasting. At its peak in 1996, TELE-TV
had 200 employees.

Americast was headed by anon-Bell employee Steve Weisswasser. He was a
former president of one of the multimedia divisions of Capital CitiesABC. And
Americast had Disney Televentures, a unit within Walt Disney Television and
Telecommunications, as one of the partners.

Cable and Entertainment I nvestments
During the same timeframe (1993-1996) there were various Bell investments in the
entertainment business, with over $16 billion in the last five years. Below is just a

sample of the larger investments.*

EXHIBIT 4
Bell Cable and Entertainment Investments, 1993-1996

NYNEX Viacom International $ 1.2 billion 1993
US West Cable | Continental $10.8 billion 1996
Time Warner $2.5billion 1993

Wometo Cable/ Georgia $ 1.2 billion 1994
SBC Hauser Cable Properties $0.6billion 1994
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Chapter 4 Hollywood Calling, Part 2

“The Walt Disney Company (“TWDC”) has a long history of
efforts to lead the way in Broadband deployment. For example, in
1995, TWDC established a partnership with SBC, GTE,
Ameritech, BellSouth and SNET called Americast. The vision of
this partnership was to speed the deployment of Broadband “Full
Service” Networks by our telephone company partners. Despite
the best efforts of all partners, that vision proved to be ahead of
its time and Disney exited the partnership in 2000 due to lack of
Broadband deployment by our partners.”>*

According to a New York Times article, by 1997 Americast was aready severely
scaling back from its heyday in 1996, when the company had about 100 employees.

"Americast has shut down two divisions, laid off more than a
dozen of its 100 employees, and throttled back its ambitions to
develop futuristic television service for its five telephone company

backers."

According to an article in Electronic Media, in 1997, the company closed its

programming business because interactive programming was unobtainable at that time.

"The move is seen as a redlization of the fact that true interactive

programming is still but a gleam in the eye of modern pioneers.”

Some believe that these investments were actualy just a strategy to keep the cable
industry in its place.>® The New York Times stated:

"?Americast and TELE-TV were deterrents to keep the cable
industry out of the phone business’, said Michael J Wolf, a partner

in the media practice at Booz, Allen & Hamilton. ‘When the cable
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companies decided not to get into that business, the phone
companies didn’t care anymore.™

Others believe that it was a shifting of priorities that was the downfall of these
companies — the shift was to long distance.>”

"Problems crept into the venture from the start. One of Americast's
phone company backers, SBC, announced it was no longer
interested in the television business. And some of the other phone
companies delayed their plans to offer video services so they could

concentrate on other businesses, like long distance.”

Whatever the reason, it is now clear that the Bells no longer had intentions of
delivering the full-motion interactive video that they had promised. As we will show,
after the various mergers of SBC and Verizon, the companies simply closed down
every fiber optic plan in every state, even though they had lobbied for to upgrade the
networks in the early 1990’s. In fact, instead of spending the money on new
construction, the money went to fund their long distance businesses, overseas
investments (and losses), as well as excessive senior management compensation.
TELE-TV and Americast had spent amost $1 billion on mostly vaporware
and their failures to produce anything useful was a clear sign of the Bells' inability to

deliver on interactive services.>®

TELE-TV’s Demise

At the end of 1996, the ink was less than a year-old on the Telecom Act, which gave
the phone companies the rights to enter long distance once their networks were open.
At this point, the phone companies simply trashed anything that would get in their
way, including providing video services. The closing was not cheap. The major

players, besides Ovitz, got millions in severance packages. Variety said it the best:>
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“Howard Stringer, former president of the CBS/Broadcast Group,
and Sandy Grushow, former president of the Fox Entertainment

GroupFox Entertainment Group, is now officialy out of work.

“In May 1995, they both signed on at a brand-new program
distribution company called TELE-TV, Stringer becoming
chairman and CEO and Grushow becoming president. The setup
looked good at the time, because three telephone companies —
Bell Atlantic, Nynex and Pecific Telesis— had agreed to fund it to
the tune of $100 million apiece.

“High price of failure: Now TELE-TV is going out of business,
and one insider says the company will pay through both nostrils.
Stringer, this insider says, was making $3.2 million a year and still
has 2-1/2 years to go on his four-year contract, so he'll pocket a
cool $8 million. Grushow's salary was $2.5 million a year - his

settlement will come to $6.25 million, according to the insider.”

It is estimated that the three TELE-TV Bells spent $500 million in just over two years
and al went for projects that they ultimately decided to close down, ending the fiber
optic deployments.

Wired Magazine writes: &

“The apparent collapse of a US $500 million bet on the future of
TV has once again thrown into question whether we'll experience
anything resembling facilities-based video competition before the
next millennium. Reports last week that Bell Atlantic Corp.,
NYNEX Corp., and Pecific Telesis Group are finally bagging their
resilient yet somewhat scatter-brained TELE-TV venture didn't
shock anyone as much as it confirmed a prevalent theory: The

Bells have put video on the back burner.”
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Long distance service would be the next focus. Forget video.

Wired Magazine writes;

“Long distance, of course, is more familiar territory, and most of
all, it's smple. Video, on the other hand, is not. Entrenched cable
TV operators lurk under every rock. Direct broadcast satellite is
adding millions to its rolls. And when you start talking about
interactive services, you're drifting way over the heads of most

Bell company execs.”

While this event might not prove to be significant to some, the Bells abandoning their

fiber optic plans left many vendors swinging in the wind.

“The ripple effect of TELE-TV's demise could be significant for
some. Thomson Consumer Electronics, for example, just signed a
$1 billion equipment deal with TELE-TV that could now dry up.
Silicon Graphics may have to write-off a deal for digital media
servers that were expected to be worth at least $5 million. And a
bunch of smaller companies like DiviCom and Avnet also must
give up some juicy contracts they've signed with TELE-TV over

the past few months.”

Even more significantly, some blamed the mergers of SBC-Pecific Telesis and
NYNEX-Bell Atlantic as one of the catalysts for this closing.

“A Bell Atlantic spokesman said that the raft of "mega-mergers’
affecting the TELE-TV players (Pacific Telesis is trying to pair
with SBC Communications Inc.) obvioudy have affected the
venture's business plan. 'But it's not a question of whether we're

going to be in video; it's mechanics, he said.”®?
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In short, what happened was that after the companies made al of their fiber optic
deals, which had come with magjor financial incentives, and the Telecom Act of 1996
passed, (which included aroadmap to enter long distance), they simply pulled the plug
on amost al of their fiber optic to the home investments.

As we demonstrate in the sections on the mergers of SBC and Verizon, there
is more than ample evidence that the fiber optic plans were nothing more than a
regulatory smokescreen. The evidence of the tax deductions that the companies took
for closing whatever had been started the abandoned, shows that they never spent
anything near what they had stated they had committed to for their fiber deployments.

Americast

Editors Note: The domain “Americast.com” was for sale, and was a portal for bath

products and other services, as of September 2005.

The name “Americast” had two uses. First, it was the name of the group of companies,
which included SBC, BellSouth, SNET, Ameritech, GTE and Disney. Second, the
name Americast was used by some of the companies who were offering cable

programming on various cable franchises in different parts of the country.

Americast, the Group

As covered in our chapter on the SBC merger, when the ink dried or when SBC
acquired the other Bell companies through mergers, SBC took a hatchet and closed
down any fiber-based deployments. There never were any serious fiber optic products
or services delivered, and in fact, the entire mess can be characterized as a bait-and-
switch to enter long distance.

By the time of the SBC-Pecific Telesis merger, the company was pulling out
of cable TV and Americast, itsjoint venture with Ameritech, BellSouth, and Disney.®®

“SBC effectively ended its attempt to enter the wireline cable TV
market last week, selling its 94.6% stake in two Washington-area



The Book of Broken Promises 53

systems for $606 million to an investment group that includes
Prime Cable.

“The company has also withdrawn from the Americast partnership
and sold an option to purchase 75% of Prime Cable of Chicago to

the same investment group.”

Even though the hatchet fell on SBC’s own state territories and Pacific Telesis’s fiber
optic future because of the merger, the other companies — SNET and Ameritech —
continued to roll out Americast packages as a cable service until the ax fell on them
when it was their time to be bought by SBC. We note, however, that what was rolled

out didn’t at all match what was stated in their video dialtone applications.

SNET Americast in 1998%

“NEW HAVEN - At a launch party staged at the Farmington
Public Library on March 11, 1998, SNET became the first
company to compete in the state's cable TV market by signing up
customers for its new cable service, SNET Americast. Offering 80
channdls, interactive on-screen programming, and parental control
features, SNET Americast is being marketed in the Hartford area
for $24.95 a month (for expanded basic service) and will be
available to more than athird of all households in the state by the
end of next year. Operated by a consortium that includes
BellSouth, GTE and Disney TeleVentures, SNET Americast was
formed after the state's Department of Public Utility Control
granted SNET the first statewide cable franchise in the U.S. in
1996.”

Ameritech Was Also Offering Americast Services

The Apr 13, 1999, Ameritech pressrelease saysit al:
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“Ameritech Signs 100th Cable Television Franchise Reaches

Competitive Milestone in Less than Four Years.”®®

The release continues:

"Since we installed our first Americast® customer in May 1996,
we've won more than 200,000 cable TV subscribers, who have
made Ameritech the largest competitive cable company in the
nation. We've improved the quality of life for midwestern cable
viewers and we look forward to extending those benefits to the

people of Chicago Heights.

“Ameritech has built systems in and now competes for cable
television viewers in 84 cities and towns in the Detroit, Chicago,
Cleveland and Columbus, Ohio, areas.”

As soon as Ameritech was bought by SBC, al bets were off and these new fiber optic-
based cable companies were essentially sold off. See our chapter on the mergers for

more details.

BellSouth Used ‘Americast’ as a Brand

BellSouth Entertainment was selling an "Americast”®

cable service in 2005, offering
60 channels plus 18 premium channels to customers in Jacksonville, Atlanta, Vestavia

Hills, AL, and South Florida.

"BellSouth Americast® Premiercast® Cable TV Service features
over 60 local and cable channels, including Family, Music &
Variety, Home & Leisure, Movies, Sports, News, Specidty
Interest and Government Programming. In addition, with an EZ-
Smart terminal* you'll get access to 18 optional premium and

pay-per-view movie channels, along with the on-screen
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interactive program guide, which includes parenta control
features.”

And talk about irony — there was a more advanced package called “Digital Cable
Service”, which had 170 video and music channels and 45 optional premium and pay-

per-view channels. The Americast package was inferior:

"BellSouth Digital Cable Service features over 170 video and
music channels, including over 45 optional premium and pay-per-
view channels. There's even an on-screen interactive program
guide with parenta control features. What's more, with your
Digital Cable service you'll aso receive Americast® Premiercast®
Standard Cable Service on al of your other cable-ready TV outlets
at no additional monthly cost."

BellSouth’s video dialtone deployments were supposed to be capable of 310 channels.

BellSouth’s FCC Video Dialtone Petition:®”

“BellSouth Telecommunications, Inc. (BST) proposed to construct a
broadband fiber optic-coaxial cable network for video and telephony,
initially offering each subscriber 70 analog channels and
approximately 240 digital video channels. According to BST, this
network will be capable of providing a variety of programming
services, including traditional television programming, enhanced
pay-per-view, video-on-demand, and interactive educational, home

shopping, and health care services.”

Upon reflection, it isnow clear that Americast and TELE-TV were simply a marketing
and PR strategy to help the Bell companies gain entry into long distance, more than as
the next generation of television. None of the networks could be ddivered as promised

and all of the phone companies knew this and but weren’t going to make that public
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when the goa was — use broadband promises to get what you want, then never build
anything.

This “promise them anything then deliver little if anything will play out over
and over and over again.

In this case, what the companies really wanted was a rewrite of the Telecom
Act of 1996, which gave them the right to enter long distance, even if they had to
suffer through opening the networks to competitors as a condition.

Sadly, the Bell companies never told the vendors or the employees — from
the hardware vendors to the production companies that were making video
programming for these networks, that thiswas all aruse.

And with these two groups — Americast and Tele-TV, that included almost

all of the phone companies, we see that they were al in on thejoke.
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Chapter 5 And the Promises? The Annual Reports Tell No Lies.

With the blare of TELE-TV and Americast in the background, and millions of dollars
being spent on the state and federal level, the Bells had to convince regulators,
investors, and the public that their plans were the best for America.

It turned into a surreal world of phone company bravura on steroids.

Let’s go through, in detail, the promises the companies were making to
America based on their own statements, as told by the phone companies’ Annual

Reports, FCCfilings, state filings, etc.

Fiber Optic Deployment Plans: The Annual Reports Tell No Lies:

By 2000, about 50 million households should have been rewired.
By 2005, we estimate that 86 million households should have been
rewired.

By 2010, aimost al of America was supposed to have been upgraded

Here is a closer look at the origina bravura of the RBOCs Info Highway rollouts, as
declared in their annual reports according to Baby Bell annual reports and Fact Books.

Ameritech Investor Fact Book, March 1994%

“We're building a video network that will extend to six million

customers within six years.”
NYNEX, 1993 Annual Report®
“We're prepared to install between 1.5 and 2 million fiber optic

lines through 1996 to begin building our portion of the

Information Superhighway.”
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US West, 1993 Annual Report™

“In 1993 the company announced its intentions to build a
'broadband’, interactive telecommunications network.... US West
anticipates converting 100,000 access lines to this technology by
the end of 1994, and 500,000 access lines annually beginning in
1995."

And the spending on these networks would be staggering. Bell Atlantic's 1993 Annual
Report announced they were the "leaders' of the Info Bahn, and that they would be

spending $11 billion.”*
Bell Atlantic 1993 Annual Report™

"First, we announced our intention to lead the country in the
deployment of the information highway.... We will spend $11
billion over the next five years to rapidly build full-service
networks capable of providing these services within the Bell

Atlantic Region."
And the money would be spent to serve 8.75 million homes by the end of the year 2000.”

"We expect Bell Atlantic's enhanced network will be ready to
serve 8.75 million homes by the end of the year 2000. By the end
of 1998, we plan to wire the top 20 markets.... These investments

will help establish Bell Atlantic as a world leader...."

Pacific Telesis President Philip Quigley was even more bullish than Bell Atlantic’s
Ray Smith. He boldly announced that they were going to spend a whopping $16 billion
by 2000 with 5.5 million homes served.
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Pacific Telesis 1994 Annual Report™

"In November 1993, Pacific Bell announced a capital investment
plan totaling $16 billion over the next seven years to upgrade core
network infrastructure and to begin building Californids
"Communications superhighway". This will be an integrated
telecommunications, information and entertainment network
providing advanced voice, data and video services. Using a
combination of fiber optics and coaxial cable, Pacific Bell
expects to provide broadband services to more than 1.5 million
homes by the end of 1996, 5 million homes by the end of the
decade.”

And if a 1994 article on Ameritech’s expenditures were to be believed, the company
would be adding $4.4 billion for video services, for a whopping total of $29 hillion

over the next 15 years.

“The Ameritech Corporation said yesterday that it planned to
spend an additional $4.4 hillion to take video conferencing and
other video services to the home, for a total expenditure of $29
billion in the next 15 years.”™

Even the other local phone companies like SNET and GTE would join in the chest-
beating. Southern New England Telephone, which handled most of Connecticut, (and
isnow owned by SBC (now AT&T), made a $4.5 billion commitment.

SNET 1993 Annual Report™

“On January 13, 1994, the Telephone Company announced its
intention to invest $4.5 billion over the next 15 years to build a
statewide information superhighway ("I-SNET"). I-SNET will be

an interactive multimedia network capable of delivering voice,
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video and a full range of information and interactive services. The
Telephone Company expects I-SNET will reach approximately

500,000 residences and businesses through 1997.”

The independent GTE (now owned by Verizon) promised 7 million homes by 2004 in
66 key markets.”

“In 1991, GTE Telephone Operations became the first telephone
company in the United States to offer interactive video services....
Expanding on this success, the company in 1994 announced plans
to build video networks in 66 key markets in the next 10 years.
When completed, the new network will pass 7 million homes and
will  provide broadcast, cable and interactive television

programming.

"GTE's pending applications seek authority to build hybrid fiber
optic and coaxial-cable video networks in Ventura County, Calif.;
St. Petersburg and Clearwater, Fla; Honolulu, Hawaii; and

northern Virginia.”

SBC was very tight-lipped about their deployments, but in one announcement they
claimed they would have 47,000 homes.”™

“SBC is building a traditional cable network in Richardson,
Texas that will be in service in the fourth quarter of this year
(1996). It dso is constructing a broadband network that will allow
the company to offer cable and interactive services to up to
47,000 Dallas area households in 1996. SBC may provide video-
on-demand — as well as ahost of other interactive services such
as home shopping, education programs, and interactive games —
to those 47,000 households. SBC, which recently won court
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approval to provide video programming in its telephone
subsidiary's five-state territory, is working with Microsoft,

Lockheed and others to develop the delivery system.”

More announcements and plans flooded the landscape. Anyone hearing this clatter
would be sure to think that we were in the midst of a fiber optic revolution. For
example, Americast, the group formed by SBC, BellSouth, GTE, Ameritech and
Disney, was promising 68 million fiber optic homesin 28 states:

“Americast would reach 68 million homes in 32 states.””®

And the group even made announcements to purchase $1 billion worth of equipment:

“Americast ... last week announced the purchase of $1 billion

worth of high-tech boxes, referred to as digital set-top boxes.” &

Other announcements were even more promising. NYNEX claimed it would have its
entire region wired with fiber by 2010 — New York, Massachusetts, Rhode Island,

Maine, Vermont and even New Hampshire.®

“NYNEX proposes to deploy hybrid fiber optic and coaxia (HFC)
broadband networks that will provide advanced voice, data, and
video services, including interactive video entertainment, multimedia
education, and health care services. NYNEX plans to deploy this
type of network to the majority of its customers by the year 2010.”

By 2005, if the original seven Bell companies had actualy delivered on ther
broadband promises, approximately 79 million households would have had fiber optic-
based services. These state commitments also would have rewired schools and
libraries, hospitals and government offices, and in most states, the plan called for ALL

customers to be rewired equally, whether they were in rural or urban areas, rich or
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poor. Universal Broadband was to be accomplished state-by-state because customers
were in essence funding these network upgrades as part of the telephone bills.

EXHIBIT S
Announced RBOC Upgraded Residential Subscribers, 1994-2000%

1994 1995 1996 1097 | Total-2000
Ameritech 800,000 | 1,000,000 | 1,000,000 | 1,000,000 | 6,000,000
Bell Atlantic | 100,000 | 1,750,000 | 1,750,000 | 1,750,000 | 8,750,000 |
BellSouth 1,106,000 | 1,106,000 | 4,324,000
NYNEX 2,000,000 | 1,500,000 | 6,500,000
Pacific Telesis | 780,000 730,000 780,000 780,000 | 5.500,000
SouthWestem 1,106,000 | 1,106,000 | 4,324,000
TS West 100,000 500,000 500,000 500,000 | 2,600,000
PER YEAR | 1,780,000 | 4,030,000 | 8,042,000 | 7.742.000

RUNNING 1,780,000 | 5.810.000 | 11,840,000 | 19.582.000 | 45.740.000
TOTAL

Sources: Bell Anmual Reports®

GTE and SNET would have approximately 3.8 million households by 2000.

EXHIBIT 6
GTE and SNET Projected Fiber-Deployments, 1994-2000%2

1994 1995 1996 1997 | Total by 2000

GTE | 700,000 | 700,000 | 700,000 | 700,000 2,800,000

SNET 500,000 1,000,000

Total 1,200,000 3,800,000

Tosumup:

The Annual Reports and other Bell statements suggested that about haf of the US,
(around 50 million households), should have been rewired by the year 2000. If we
extend out the supposed wiring plan, we find that about 8 million lines should have
been added annually, and by 2005, 86 million househol ds should have had a fiber optic
wire into their homes. Thisincludes GTE and SNET.



The Book of Broken Promises 63

EXHIBIT 7
Total Bell Household Deployments 2000, 2005 (with GTE, SNET)

Total by 2000 2001 2002 2003 2004 2005
49.540,000 | 54,000,000 | 62,000,000 | 70,000,000 | 78,000,000 | 86,000,000

And simply projecting out the deployments based on the companies’ statements

(though it varied by telco), virtually al of America should have been rewired with a
fiber optic service by 2010.

EXHIBIT 8
Total Bell Household Deployments 2005-2010 (with GTE, SNET)

Total by 2000 2006 2007 2008 2009 2010
86,000,000 | 94,000,000 | 100,000,000 |104,000,000 | 108,000,000 | 112,000,000

As we will highlight in future sections, many of the Bell Atlantic states, such as New
Jersey or Pennsylvania have definitive plans for entire state-rewiring projects through
2010 and 2015 respectively.

But let’s go deeper. What exactly were customers expecting to get? What
were the commitments made to the state and federal governments?
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Chapter 6 And the Promises? Video Dialtone Commitments.

NOTE: In all, 9,787,400 households should have been upgraded to
fiber optic/coax, in 43 different cities/states within a few years,
1995-1997.

Another source of data about the commitments to rewire America comes from the
Bells’ FCC petitions to offer “Video Dialtone” services.

Briefly, video dialtone was a series of proceedings at the FCC and eventually
in the courts, to alow the Bell companies to be able to upgrade telephone networks for
video services®

According to the FCC, by September 1994, 24 applications were filed by six
of the seven Bell companies and GTE. These applications covered both full state

deployments as well as various specific citieg/territories.

“Twenty-four applications for permanent commercia video dialtone
services have been filed with the Commission, including applications
by six of the seven RBOCs, as well as GTE.”

Previoudly we presented information out of the Annua Reports and Investor Fact
Books on the number of households that were promised overal by the phone
companies.

The next two exhibits outline the video diatone filings. The first is a listing
of how each state was handling its deployments, as stated by the FCC’s “First Video
Report”.® Notice that Pac Bell had at least four different regions of the state being
wired; US West and Ameritech picked specific cities for itsfilings.

The second gives the dates when the Bells’ 24 different applications were
filed. The first application was filed October 1992 by Verizon (then Bell Atlantic); the
last one listed was SNET, in April 1995. As we will show, the dates on these filings
are significant because as soon as the ink was dry or the companies merged, every one
of the fiber optic plans was either sold off or closed down — all 24 of them as far as

we can tell.
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One other curious note: SBC was absent in either announcing its plans
broadly or filing at the FCC on video dialtone, even though SBC was out front when it
was pitching the poster-child of advanced services — ISDN — which came to be
known as “It Still Does Nothing”, in the 1990’s. SBC’s (now AT&T) lack of interest
in broadband will come back to haunt the future of broadband,

EXHIBIT 9
Permanent Video Dialtone Applications by Company and L ocation,
September 1994

Pacific Bell has requested permanent authorizations to serve
210,000 homesin Orange County
490,000 homes in San Francisco
360,000 homesin Los Angeles
250,000 homesin San Diego, CA

U.S. West has requested permanent authorizations to serve
330,000 homes in Denver, CO
132,000 homesin Portland, OR
292,000 homesin Minneapolis- St. Paul, MN
90,000 homesin Boise, ID
160,000 homes in Salt Lake City, UT

Ameritech has requested permanent authorizations to serve
232,000 homesin Detroit, Ml
262,000 homes in Columbus and Cleveland, OH
115,000 homes in Indianapolis, IN
501,000 homesin Chicago, IL, and
146,000 homes in Milwaukee, WI

GTE has requested permanent authorizations to serve
90,000 homesin Virginia
476,000 homesin Florida
122,000 homesin California
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296,000 homes in Hawalii
Bell Atlantic has requested permanent authorizationsto serve
1,200,000 homes in the Washington DC metropolitan
area
2,000,000 homes in the Baltimore-NJ-Philadel phia-
Pittsburgh area
NYNEX has requested permanent authorizations to serve
63,000 homes in portions of Rhode Island
334,000 homes in portions of Massachusetts
SNET, Connecticut has requested permanent authorizations to
serve
150,000 homes in the Hartford, CN area
1,000,000 homes in portions of Connecticut
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EXHIBIT 10
Fiber Optic, Video Dialtone Deployments by Phone Company, 1992-1995
(Filed: FCC, Filed States)

Date Phomne Ci Locatio Homes | Deployment Comp
10/21/92 | Bell Adantic-VA | Arli VA 2,000 Market Test Verizon
I 10/30192 | NYNEX New York, NY 2,500 Technical Venzon
11/16/92 | New Jersey Bell | Florham Park, NJ 11,700 P Verizon
12/15/92 | New Jemsey Bell | Dover Township, NJ 38,000 P Venzon
12/16/93 | Bell Adantic MD & VA 300,000 P Venzon
12/20/93 | Pacific Bell Orange Co., CA 210,000 P AT&T
12/20/93 | Pacific Bell So0. San Francisco Bay, CA 450,000 Permanent AT&T
12/20/93 | Pacific Bell Los Angeles, CA 360,000 Permanent AT&ET
12/20/93 | Pacific Bell San Diego, CA 250,000 Permanent ATET
01/10/94 | US West Denver, CO 330,000 P CenturyLink
01/24/94 | US West Porfland, OR. 132,000 P CenturyLink
01/24/94 | US West M olis/ St. Paul, MN 292,000 P CenturyLink
01/31/94 | A itech Detroit, MI 232,000 P AT&T
01/31/94 | A 5 Columbus, Cleveland, OH 262,000 P AT&T
01/31/94 } Indi olis, IN 115,000 P AT&T
013194 | A h Chicago, IL 501,000 P AT&T
013194 | A i Milwaukee, W1 146,000 P AT&T
03/16/94 | US West Boise, ID 90,000 Permanent | CenturyLink
03/16/94 | US West Salt Lake City, UT 160,000 P CenturyLink
04/13/94 | Puerto Rico Tel Puerto Rico 250 Technical Puerto Rico
05/23/94 | GTE Contel Va. | M VA 109,000 P Verizon
05/23/94 | GTE Florida Pinella, Pasco, FL 476,000 P Venzon
03/23/94 | GTE Califomia | Ventura Co., CA 122,000 P Venzon
05/23/94 | GTE H 1 Honolulu, HA 334,000 P Verizon
06/16/94 | Bell Atlantic Wash. DC LATA 1,200,000 P Verizon
06/16/94 | Bell Atanne Baltimore, MD; Northern 2,000,000 Permanent Venzon

NI; DE; Philadelphia, PA;
Pittsburgh. PA: S.E. VA
06/27/94 | BellSouth Chamblee DeKalb, GA 12,000 Market Test AT&T
- 07/08/94 | NYNEX Rhode lsland 63,000 P Verizon
07/08/94 | NYNEX Massad 334,000 P Venzon
09/09/94 | Carolina Tel. Wake Forest, NC 1,000 | Market Test| CenmuryLink
°| 04/28/95 | SNET Connecticut 1,000,000 Permanent AT&T
New 1992-2014
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Chapter 7 The Promises? Fiber Optic Upgrades, (and Sometimes
Coaxial Cable) To-The-Home Were Promised.

Virtualy every Bell phone company petitioned the FCC to offer video dialtone
services as part of their fiber optic deployments, and, as we will show, these plans
caled for fiber optic upgrades of the copper plant, sometimes with coaxia cables from
the street to the customer’s home or office (coaxial cable can handle more bandwidth
than copper and are used for cable TV); but don’t take our word for it. The material is

directly from the Bell companies’ FCC video dialtone petitions.

This title of Ameritech’s FCC Petition for five states outlines the plan and territories. %

“Ameritech Operating Companies For Authority pursuant to Section
214 of the Communications Act of 1934, as amended, to construct,
operate, own, and maintain advanced fiber optic facilities and
equipment to provide video dialtone service within geographically

defined areasin Illinois, I ndiana, Michigan, Ohio, and Wisconsin.”

BellSouth’s video dialtone was for fiber and coax.®’

“BellSouth Telecommunications, Inc. (BST proposed to construct a
broadband fiber optic-coaxial cable network for video and
telephony.”

NYNEX’s video dialtone application was for Massachusetts and Rhode Island and was

offering video entertainment and healthcare services.®®

“NYNEX proposes to deploy hybrid fiber optic and coaxial (HFC)
broadband networks that will provide advanced voice, data, and
video services, including interactive video entertainment, multimedia
education, and health care services. NYNEX plans to deploy thistype

of network to the majority of its customers by the year 2010.”
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Pecific Telesis, 1994 Investor Fact Book®

“Pacific Bell’s Communications superhighway will use fiber
optics and coaxial cable instead of the twisted copper wire
traditionally used to provide telephone service.”

US West 1993 Annual Report ®

“U.S. West will construct an advanced fiber-to-the-curb/coaxial cable
network capable of providing 77 channels of analog video and
between 800 and 1000 channels of digital capacity.”

ThisisNOT Fiber in the Network — Duh.

A highway has on and off ramps, and yet Verizon, for example, and the other phone
companies explained that Verizon was fulfilling their promises to rewire the state with
fiber optics because they have added fiber optic cable to the phone network alone. For
example, in Pennsylvania, Verizon claimed that:*

"The truth is that Verizon Pennsylvania has consistently delivered on
its promises to deploy a broadband network for its customers under

Pennsylvania’s alternative regulation law, Chapter 30.”

“Verizon Pennsylvania has invested more than $8 billion and
deployed nearly 1.2 million miles of fiber optics in its network over

the past nine years while under alternative regulation.”

This was nothing more than a lie since the requirements for Pennsylvania were to
rewire the homes and offices with fiber optics; not any fiber upgrades that may be in
the network. Without the connections directly to the home or office, the fiber couldn’t
be used if the rest of the 100 feet to the home was still the old copper wiring. It islike
selling a highway system, but the on-and-off ramps did not exist.
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Regardless of the current hype, Verizon’s 1996 press release pertaining to
Pennsylvania stated that the fiber optic coax mix was for fiber-to-the-curb applications.

By 2005, it was never rolled out.

"Later this year, Bell Atlantic will begin installing fiber optic

facilities and electronics to replace the predominantly copper

cables between its telephone switching offices and customers.

Fiber optics provide higher quadity and more reliable telephone

services at lower operating and maintenance costs. The company

plans to add digital video broadcast capabilities to this ‘fiber-to-

the-curb’ switched broadband network by the third quarter of

1997, and broadband Internet access, data communications and

interactive multimedia capabilities in late 1997 or early 1998.”

“The fiber-to-the-curb architecture that Bell Atlantic will build is
the next step in the company's ongoing, aggressive network
modernization program.... Bell Atlantic plans to begin its network
upgrade in Philadelphia and southeaster Pennsylvania later this
year. The company plans to expand this Full Service Network
deployment to other key markets over the next three years.
Ultimately, Bell Atlantic expects to serve most of the 12 million
homes and small businesses across the mid-Atlantic region with
switched broadband networks.” (By 2000)*

According to the Pennsylvania Public Utility Commission, 50% of the state should
have had fiber-to-the-curb services at 45 Mbps by 2004, available in rural, urban and

suburban areas equally.®®

“Verizon PA has committed to making 20% of its access lines in
each of rural, suburban, and urban rate centers broadband capable
within five days from the customer request date by end of year
1998; 50% by 2004; and 100% by 2015."
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And in 2003, the Commission pointed out that the service was bi-directional with the
upstream and downstream paths being 45 Mbps.

"In view of Bell's commitment to providing 45 Mbps for digital
video transmission both upstream and downstream, we look
forward to Bell's providing this two-way digital video transmission
at 45 Mbps."

The network upgrades did NOT fulfill the companies’ obligations under state law. But,
in Pennsylvania, the company was able to get rid of these onerous discussions about
fiber optics (and any 45 Mbps service commitments) via challenges as the original
state law, regardless of what Verizon said or filed in PA, was only for 1.5 Mbps, which
could even do the basic cable or video services that the company had pitched to get the
law changed in thefirst place.

And we note that Fiber-to-the-curb was a plan to have the fiber to the customers’
‘pedestal’, outside of the house either on the pole or in the ground, that would then be
finished with coaxial cable into and through the house — No copper wiring involved.

Pacific Telesis Fact Book, 1994

“Pacific Bell’s (California) communications superhighway will use
fiber optics and coaxia cable instead of the twisted copper wire
traditionally used to provide phone service. Pacific Bell will sue a
star-bus hybrid fiber/coaxial network using a single physical

pathway to the home.”
Ameritech’s Video Dialtone application was also for fiber-coaxial services.*
“Ameritech’s proposed systems would be capable of providing

video services on a common carrier basis over a hybrid fiber-

coaxial cable infrastructure.”
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We bring this up because as you will read, fiber-to-the curb (FTTC) has bee redefined
so that it can be afiber optic wire or box 500 to 5000 feet from the customers’ home
and the rest can be copper. Thiswas never the definition of FTTC in the video diatone
applications or even in state laws at the time.

The difference is simply, reliance on the old copper wiring to complete a
service will never be as fast as a fiber wire into the home or even completed with
coaxia cable as used by most cable companies. As you are about to read, speed
mattered.
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Chapter 8 And the Promises? Speed M atters: the Faster the
Service — the More Stuff You Get, Faster.

We discuss the need for speed and next generation services in other chapters. Let’s
focus on what should annoy us all greatly — the speed of service as defined by the
phone companies themselves and the regulators in 1992. In that year the term
‘broadband” meant a speed of 45 Mbps in both directions.

Speed Matters

Now for those not familiar with the technical terminology, broadband is ALL about
speed. How fast can you download something off of the web is the best way of
thinking about it.

First, just to reiterate, there are two directions for speed — “upstream” and
“downstream” and the speed can be “symmetrical” or “asymmetrical”, such as with

“ADSL”, which stands for “Asymmetric Digital Subscriber Line”.

Upstream (Upload) — is the speed of a service from the customer’s
computer to the network and services.

Downstream (Download) — is downloading something from the network to
the customer.

“Symmetrical” Vs “Asymmetrical” — “Asymmetrical” DSL is when the
speed downstream is faster than the speed upstream.

“Bi-directional” — is when the speed is the same in both directions.

One thing you need to aways remember:

= 1000 Kbps=1Mbps.
= 1000 Mbps =1 Gbps (commonly called 1 Gigabit speeds)
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Then we have the basic services:

Dial Up — isaservice that uses the old copper wiring and has a modem speed in
2005 of 56 kilobytes per second, “kbps”. However, most actual speeds are slower.
Some rural areas were getting 14.4 kbps.

DSL lineisa service using the old copper wiring — The speeds have continued
to increase speed over the last few years, but the major is a cavesat; the speed that
the phone company advertises is usually the TOP speed, and not the speed to
someone’s home. Also, the copper wiring can have quality of service issues and
there are distance problems. |.e., the farther away from the originating point in the
network the customer is, the more problems arise to get the top speed or even be

able to get the service.
According to Free Pressin 2005;%

“In the United States, the average Asymmetric Digital Subscriber
Line (ADSL) connection offers download speeds between 256
kbps and 1.5 Mbps, and upload speeds between 128 kbps and 384
kbps. The average cable modem connection provides download
speeds between 2 to 3 Mbps, with upload speeds varying between
256 kbps and 384 kbps. These connections cost consumers $35 to
$50 per month on average.”

Below was a comparison of speed provided by Freepress.net.®® Notice that nothing is
even close to what was promised in 1993, over a decade ago.
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EXHIBIT 11
Speed of Service Comparisons, 2005

56 kbps | Low Qual. Streaming Audio My Dial Up - 56 kbps/S10 - $24 mo,
it kbps VolP (Vonage)

200 kiips FCC Definition of High-Speed U.S. DSL Lite - 256 khps/S35 mo.

1 Mbps Streaming Video U5 Suiellite - | Mbps/590 mo,
ﬂ LS, DSL - 1.5 Mbps/$50 mo.
LS. Coble - 3 Mbps/$43 mo.

4 M SDTV - 1 Channel Canada DSL - 4 MbpsiS38 mo.,
™
@':@ Videoconferer

Bddbpy ncing

France = 13 Mbps/338 mao.
20 Mps HDTY - 1 Channel
Japan - 26 Mhps/322 mo.

100 Mbps

According to this chart, HDTV, which was higher quality than a cable picture, and was
the next US standard, required at least 20 Mbps for one channel. Also note that while
the United States’ DSL was inferior to Canadian DSL, in France, 15 Mbps averaged
$38 amonth, while Japan was selling 26 Mbps at only $22 a month.

In our added section on broadband services and capabilities offered in the
US and around the rest of the world, while the speeds have increased over the last
decade, Americais still more expensive and slower based on numerous sources. And
with the current trend, the phone companies are ‘abandoning’ their copper wires so
wired service - -even on copper wire, may go away.

But one has to laugh when considering that in 1992 it was about speed and
let us be emphatic that the definition of the Bell companies’ broadband was 45 Mbps
in both directions, something AT&T still doesn’t offer in 2013.

And It’s ALL about Speed: The Standard for Broadband Was 45 Mbpsin 1992!

In 1992, testimony given by Verizon (then New Jersey Bdll), in order to receive
financial incentives to rewire the state, claimed that broadband was 45 Mbps services
(or higher) and was capable of "high definition video" in both directions. And in 1993
it wasincluded in state law that is current today. (See our chapter on New Jersey.)



The Book of Broken Promises 76

"Broadband Digital Service — Switching Capabilities matched
with transportation capabilities supporting data rates up to
45,000,000 bits per second (45 Mbps) and higher, which enables
services, for example, that will alow residentia and business
customers to receive high definition video and to send and receive

interactive (i.e., two way) video signals.”

This was the standard speed for broadband. There would be no reason to give the
companies more money to develop DSL speed over the old copper wiring, as they

could have simply offered it any time, though it was considered inferior in 1992.

And the 45 M bps Speed was the US Standard in the 1990°s.

Broadband was defined as being able to deliver high-definition, bi-directional video.
Take Texas and Southwestern Bell (SBC). In September 1995, the state passed a law
that required SBC to be able to deliver 45 Mbps or faster, in 2 directions. By the year
2000, all schooals, libraries, and hospitals throughout the state should have been offered
these services.

"On customer request, the electing company shall provide
broadband digital service that is capable of providing transmission
speeds of up to 45 megabits per second or better for customer
applications.”

Even in one of the industry’s bibles, Newton's Telecom Dictionary, “Broadband” was
defined as a service with a speed of 45 Mbps as late as 2001.%°

“Broadband — atransmission facility providing bandwidth greater

than 45 Mbps (T3). Broadband systems generally are fiber optic in

nature.”%®
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(NOTE: Thisdefinition in the Newton’s Telecom Dictionary has since changed to fit
the new idea that slower is more politically correct.)

The FCC’s Definition of Broadband Was Set at 200 kbps. — It Can Not Handle
Video.

We believe that the growth of the economy has been directly harmed because of the
redefinition of the word “broadband” in terms of speed. Starting in 1999, the FCC, in
order to keep face about America leading in broadband, and to make it look like
Americawas on the right path, published numerous biased reports. The FCC redefined
"advanced" broadband as 200 kbps in both directions, and "high speed” as 200 kbps in
one direction. New Networks has been acritic of this definition since 1998.%

More importantly, the Telecom Act of 1996 required broadband to handle
"high-quality" video services. The definition of "Advanced capability” includes
"broadband” with a capability of high-quality voice, data, graphics and video

telecommunications.

Section 706(c)(1) defines "advanced telecommunications capability" as follows:

"The term ‘advanced telecommunications capability’ is defined,
without regard to any transmission media or technology, as high-
speed, switched, broadband telecommunications capability that
enables users to originate and receive high-quality voice, data,
graphics and video tel ecommunications using any technology.”

200 kbps can not deliver high-quality video. Using 200 kbps as a standard was wrong.
Also, the Act’s definition uses the words “advanced” or “high speed”, which was

never intended to mean anything but a service that could deliver high-quality video.

The Rest of the World Was and Still IsLaughing at the United States
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The rest of the world knew that 200 kbps in the year 2005 was a joke. The Canadian
government, as of 2002, set broadband as two-way (symmetrical) services capable of
at least 1.5 Mbps, with the understanding that a new standard of at least 4-6 Mbps was

coming.

“Definition of Broadband: Based on today's technology and
applications, high-speed broadband is defined as a high-capacity,
two-way link between end user and access network suppliers
capable of supporting full-motion interactive video applications
delivered to al Canadians on terms comparable to those available
in urban markets by 2004. A minimum symmetrical speed of 1.5
megabits per second per individual user is currently required to
support these applications. Leading up to 2004 and beyond, new
applications such as peer-to-peer file interactions and video
conferencing will increase individual user demand for symmetric
bandwidth in the 4-to-6 Mbps range. Public and commercial
facilities will require much higher bandwidth, ranging from this
minimum to several hundred times more, depending on their size

and user needs.”®

According to Fortune Magazine on South Korea's broadband “"wonderland"*®,
September 7, 2004, while the FCC dummied down the definition of broadband to 200
kbps, countries like South Korea only started counting broadband at megabit speeds,
because they were rolling out true broadband and not some poor substitute. (A megabit
51000 kbps)

"At atime when the Federal Communications Commission defines
broadband as an Internet connection capable of transmitting
200,000 hits of information a second (200 kbps), the Korean
speedometer doesn't even start until transmission speeds pass the

one million bits (one megabit) mark. Wired connections of eight
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megabits are routine — about five times faster than my American
high-speed cable modem on a good day — and many Korean
subscribers have already bumped up to 20-megabit connections.”

How many 45 Mbps connections are there in the US? Or more importantly how many
are over 100 Mbps or at 1 Gbps, which is now the new world standard? How does

America cost-compare to these other countries? We will revisit thisissue.

We will come back to this topic in our scorecard for 2013, but a caveat — in the last
FCC Broadband report’®, which supplied data for June 2012 (published in May 2013),
there were only 156,000 customers in the US with speeds over 100 Mbps.
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Chapter 9 And the Promises? NOT DSL — SPEED and Coverage

Arethe |l ssues.

If 45 Mbps was considered ‘broadband’ as promised to the states in 1992-1995, then
what was being promised was NOT DSL, which runs over the old copper wiring.
Pennsylvania was one of the states where the Commission noticed that they were
promised fiber and that what the phone companies was pawning off was DSL over
copper as part of their state commitments.

The Pennsylvania Commission realized that there was a bait-and-switch
going in on in 2002 and that what was promised was a Ferrari on the Info Bahn and
what the state was getting was a skateboard on a dirt road. The Commission’s
reasoning was that DSL is too slow and doesn't even qualify for the definition of
broadband, nor does it replace Verizon's obligations.®

"In Verizon PA's 2000 Update, the Company also states that DSL
is a broadband service consistent with its NMP (Network
Modernization Plan). There are severa reasons why we believe
that Verizon PA’s current DSL offering is not a broadband service
consistent with its NMP.

"First, DSL, as Verizon PA currently providesit, is too slow to be
considered a true broadband service as defined by Verizon PA in
its origina NMP. The industry generally considers 45 Mbps to be
the minimum speed for broadband and in its NMP, Verizon PA
committed to this higher bandwidth level aswell.

"Second, DSL, as Verizon PA currently providesit, can only reach
aspeed of 1.5 Mbps, the dowest definition of broadband where the
customer is located no further than 12,000 feet from the serving
wire center. Only a limited number of Verizon PA's residential
customers meet this criteria. Third, currently Verizon PA’s ADSL

can achieve 1.5 Mbps in only one direction, the downstream
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direction. In the upstream direction, it is limited to a maximum of
768 kbps (0.768 Mbps).

“To achieve speeds as fast, or faster, than DSL can currently
provide, the wire lines from the serving wire centers to the
customers must be replaced with either fiber optic conductors or

coaxial cables, or a “hybrid’ combination of the two.”

And even the Bell companies thought that ADSL was an inferior product. They were
replacing the copper wiring so that the state would not lag behind others. They called
ADSL an interim solution and defined it as “the most bandwidth-limited section of

the network.” Here's an excerpt from the Commission on the topic.’*

"It should be noted that the evidence the Company introduced in
support of its NMP in 1994 established clearly that modernizing
the network meant, among other things, replacing the existing
copper distribution system with fiber. The Company’s direct
testimony asserted that its NMP was consistent with the “moderate
infrastructure  acceleration  scenario”  described in  the
Commission’s Pennsylvania Telecommunications Infrastructure
Sudy released by Deloitte and Touche and DRI/McGraw Hill in
1993. Verizon PA placed the study into evidence in its rebuttal
testimony. The study makes clear that one of the assumptions
underlying al of the acceleration scenarios was deployment of a
fiber distribution system. In fact, the study indicated that of all the
technology changes needed for a broadband capable network,
deployment of fiber in the feeder and distribution systems was the
change that would lag behind the others if the Commonwealth did
not adopt a strategy to accelerate deployment. The study described
the copper distribution system as ‘the most bandwidth-limited
section of the network.” Finally, it described ADSL technology as
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a ‘potential interim solution” to allow higher bandwidth services
pending construction of afiber distribution system."

And that’s not taking into account the slowness to most customers who use the old
copper networks. The actual speed of the service was very, very, slow.

As the State Commission correctly identified, there was now going to be two
broadbands. The first was dependent on the copper wiring (which would never be able
to get to truly high speeds), and the second is through fiber optic wiring that can be
continuously upgraded to faster speed services as they are developed.

Copper vsFiber, 2013

Over the last decade there have been advances in the speed/capacity of copper wires
with both new technologies as well as moving fiber optic-based ‘nodes’ or in the
industry called ‘remote terminals’ where a box in put into a neighborhood and that box
has a fiber optic wire that goes back to the home-base. The copper wires in the
neighborhood are then attached to the box. AT&T’s U-Verse uses this approach.

But, because it is not a fiber to the home service, where the fiber optic wire
actually replaces the copper wiring in the street and connections to the home, copper at
this point can’t match the speed of fiber.

Think of it as a spicket of water coming out of a hose — the larger the hose,
the more water you can push through the hose.

Fiber optics, actually is a form of “glass’ that is a like a massively large hose,
while the copper wire has a much smaller ‘nozzle’. The other problem with all of this

is that copper is “distance’ sensitive. And this is critical: The farther away copper is

from the fiber optic wire, the more problemsit has, just asif you had a very long hose

and the water source had to travel along distance to get out the nozzle

The bottom line: Fiber optic services are being deployed today by Google and othersin
some cities and can handle very high speeds. Google’s service is 1 Gbps in both
directions (1000 Mbps). AT&T, using the old copper wiring and boxes in the

neighborhood, even with various technology kludges, (to technical to go into here)
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doesn’t appear to be able to do 100 Mbps — and that’s only in 1 direction,
downloading. In fact, over the last decade, U-Verse was lucky to deliver 24 Mbpsin 1
direction.
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Chapter 10 And the Promises? Channels Galore, I nteractive

Programming

Virtualy every Bell phone company petitioned the FCC to offer video dialtone
services as part of their fiber optic deployments. What was promised was video
channels galore as well as “interactive services”, a kitchen-sink definition of anything

including, “interactive educational, home shopping, and health care services”.

EXHIBIT 12
Number of Channelson Bell Video Dialtone Services,
Filed at the FCC, 1993-1995

Ameritech 390 Channels
Bell Atlantic 384 Channels
BellSouth 310 Channels
NYNEX 421-821 Channels (Avg —621)
US West 877-1077 Channels (Avg -977)
Average 536 Channels

Ameritech, in its 5 states, would roll out 390 channels in “economically diverse

sections of its service area”.

“Ameritech maintains that approval of the applications would permit
its video diatone network to reach 1.3 million homes, businesses and
ingtitutions in geographically and economically diverse sections of
its service area. The proposed hybrid network would provide 310
multicast (240 digital and 70 analog) channels and 80 switched

digital channels.” 1®

Bell Atlantic’s Dover system had 384, 6-Mps channels that were offered and opened to

competitors, known as “VPPs”, “Video Program Providers”.



The Book of Broken Promises 85

“The system s total channel capacity is 384, 6-Mbps, MPEG-2,
digital broadcast channels. One third of the total capacity (128
channels) will be set aside for the operator’s affiliate, Bell Atlantic
Video Services Co. (BVS). In addition, Bell Atlantic will use one
channd for a menu channel, and approximately ten channels will
be designated for public, educational, and governmental access,
and to carry those television broadcast stations entitled to demand
carriage pursuant to 47 C.F.R. '76.56 and '76.1506. Therefore,
approximately 245 channels will be available for interested VPPs.
No VPP will be assigned more than the capacity set aside for BVS
(128 channels).™%

BellSouth’s Atlanta FCC Video Dialtone Petition had 310 channels.**”

“BellSouth Telecommunications, Inc. (BST) proposed to construct
a broadband fiber optic-coaxial cable network for video and
telephony, initially offering each subscriber 70 analog channels
and approximately 240 digital video channels. According to BST,
this network will be capable of providing a variety of
programming  services, including traditiona  television
programming, enhanced pay-per-view, video-on-demand, and
interactive educational, home shopping, and health care services.”

NYNEX’s Massachusetts and Rhode Island were up to 800 channels.*®

“NYNEX'’s proposed video dialtone systems make available three
types of service arrangements: analog broadcast, digital broadcast,
and digital interactive service. Video programmers may deliver an
‘analog, digital, or other agreed upon signal’ that NYNEX plans to
modulate and/or encode as necessary. The alocation plan provides

for the offering of 21 analog channels, al but one of which will be
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for over-the-air broadcast programming services, and, depending on
compression rates, between 400 and 800 digital channels.”

US West was planning somewhere between 800 and 1000 channels of services,'®

“U.S. West will construct an advanced fiber-to-the-curb/coaxial cable
network capable of providing 77 channels of analog video and
between 800 and 1000 channels of digital capacity.”

Bi-Directional Services— Upstream as Fast as Downstream

One point that needs to be reiterated here — this promise was to make sure that the

services were as fast down to the customer as the customer sending services.

According to the Pennsylvania Public Utility Commission in 2003:

"In view of Bell's commitment to providing 45 Mbps for digital
video transmission both upstream and downstream, we look
forward to Bel's providing this two-way digital video
transmission at 45 Mbps."

Why is Bi-Directional | mportant?

A high-quality video—conferencing service needs to have both directions equaly
avallable. Imagine sitting in a room where they can see you but you can’t see the
person you’re talking to — the picture is blurry, the words not in sync, as two images
can’t be handled simultaneously. There are some lower bandwidth video services;
however, they also deteriorate as the bandwidth decreases.

The trend of file-sharing, which can be downloading megabits from someone
else’s service while someone is downloading back (upstream), is becoming common

practice. Legal issues aside, there are thousands of reasons, some of which have not yet
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been invented, that require upstream and downstream applications. In 1994, the
general consensus was that areas like two-way video, including ‘tele-medicine’,
required afast upstream path.
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Chapter 11 And the Promises? Open to All Competition.

The fiber optic future was based on the principle that al new networks, in al
capacities, would be open to competition. As discussed, the vision of the Clinton
Administration was competition on al levels of telecommunications.

The FCC also had a similar vision. The FCC’s “video dialtone” decision
clearly laid out that these networks had “common carrier” provisions for use by

competitive services,'*°

“In the Video Dialtone Order, released in August 1992, the
Commission established the video dialtone regulatory framework. The
Commission defined video didtone as the provision of a basic
common carrier platform to multiple video programmers on a non-
discriminatory basis. A "basic platform" is a common carriage
transmission service that enables customers to gain access to video
programming carried on that platform. If a local telephone company
provides such a basic platform, it may also provide enhanced and

unregulated services related to the provision of video programming.”

“Common Carriage” is the long held belief that when networks that are funded by
customers, especially when they are essentiad facilities that cannot be easily duplicated,
the public interest is best served when these networks remain open for competitors to
use. The FCC attempted to insure that these networks would not fund other Bell
businesses through phone rates or discriminate against competitors by the companies
controlling the wires,*'*

“The Commission granted the application subject to conditions that
will help protect against improper cross-subsidization and
discrimination by New Jersey Bell, and help ensure that sufficient
video dialtone capacity is available for video programmer-customers.”
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The issue of keeping the networks open to competition was repeated page after pagein
the state commission decisions as well. “Unbundling” means to make competitive
services available by leasing the necessary components of the network for the use by a
competitor. In New Jersey, having open networks was addressed even before federal
laws were finalized in 1996. In 1993, the New Jersey Board of Public Utilities wrote
this'?

“Staff submits that the unbundling provision must apply to all
competitive services and not just for new filings to make a service

competitive....

“The Board ‘FINDS’ that it is essential that this Board encourage
optimal use of the public switched networks, and that therefore NJ
Bell shal be required to unbundle all noncompetitive service into
service arrangements... so that competitors may market such

services.”

Other state deregulation plans included great detail about the issue of openness to
competition, unbundling of service and “cross-subsidization”. The Delaware
Telecommunications Act states: ™

“The Delaware Telecommunications Act also provides protections
to ensure that competitors will not be unfairly disadvantaged,
including a prohibition on cross-subsidization, imputation rules,
service unbundling and resale service availability requirements,
and areview by the PSC during the fifth year of the plan. In March
1998, the PSC voted to approve the Company's request to extend
its term under the Delaware Telecommunications Act until March
2002.”

And in 1996, the Telecommunications Act of 1996, which replaced the previous Act
controlling telecommunications, (the Telecom Act of 1934), was supposed to be based
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on the premise that the public switched networks would remain open to competition.***
Hereisthe opening:

“To promote competition and reduce regulation in order to secure
lower prices and higher qudity services for American
telecommunications consumers and encourage the rapid deployment

of new telecommunications technologies.”

Every Bell Merger Promised Open Networks.

Every Bell company merger was also mandated to bring in competition on every level.
It was the basis for permitting the mergers. The mergers would guarantee direct
competition with the other Bell companies in the form of competition for local and
long distance phone service, as well as to opening the networks for competitors to use
for DSL and broadband.

On the hype level, the Bell Atlantic-NYNEX merger would open local, long
distance and video competition, promote customer choice, innovation and economic
growth. 1%

“Bell Atlantic Chairman and CEO Ray Smith said, ‘We're
extremely pleased with the Department of Justice's decision, which
came after athorough and comprehensive review. Our merger will
continue to open communications markets — local, long-
distance and video — and help realize the promise of the 1996

Telecom Act’.

“NYNEX Chairman and CEO Ivan Seidenberg said, ‘The merger
of Bell Atlantic and NYNEX will promote customer choice,

19

innovation and economic growth in the communities we serve’.

The FCC agreed to the SBC-Ameritech merger because it would pit Bell against Bell,

so that they’d be competing directly with each other. SBC committed to competing
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outside its regions in 30 of the largest US cities, offering both business and residential
customers wireline loca phone service. The claim was that this would stimulate

nationwide competition as well.

"This will ensure that residential consumers and business
customers outside of SBC/Ameritech’s territory benefit from
facilities-based competitive service by a major incumbent LEC.
This condition effectively requires SBC and Ameritech to redeem
their promise that their merger will form the basis for a new,
powerful,  truly nationwide multi-purpose  competitive
telecommunications carrier. We also anticipate that this condition
will stimulate competitive entry into the SBC/Ameritech region by
the affected incumbent LECs."
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Interlude: The Pathsto the Fiber Optic Scandals.

So far we have focused on the Info Highway commitments and feeding frenzy, that
was being driven by industry players, while the government helped to promulgate this
fiber optic future. It was even the platform for the Clinton-Gore ticket.

Tosum up for thejury, the hypewould suggest:

= 86 million households should have been rewired with fiber optic/coax to the
home by 2005, over 112 by 2010.

= 9,787,400 households should have been upgraded to fiber optic/coax, in 43
different cities/states within afew years, between 1995 to 1997.

= These networks would deliver 534 channels on average,

=  They would be capable of speeds of 45 Mbpsin both directions or faster.

=  Thiswould NOT be DSL over the old copper wiring.

=  The networks would be open to full competition on al levels.

This message was aso hyped by discussing various applications, such as
Telemedicine, Telelearning, and other services to be used by schools, libraries,
hospitals, government agencies, and even in customers’ homes.

These messages represent the national -fiber-optic-speak, data presented to
the public in Annual Reports, statements made in Congress, and in FCC filings.

Let’s look next at what was promised on the state level and the interplay
with the national-fiber-speak.
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Chapter 12 Change State Regulations: Pitch Fiber Optics

In order to understand how this fiber optic future would unfold we need to give the
reader the lay of the land.
The original seven Bell companies, such as NYNEX or Bell Atlantic, were

holding companies that controlled multiple states. Each company would created a
cookie-cut plan for their region then go into each state and do a campaign promoting
and specifying the wonderful services that would be unleashed in that particular state.

Let’s consider NYNEX as an example. NYNEX was the holding company that
controlled telecommunications in six primary states (and a portion of Connecticut).
NYNEX controlled two of the origina Bell loca phone companies, which controlled
specific states:

New England Telephone — The phone companies for Massachusetts, New
Hampshire, Vermont, Rhode Island, and Maine.

New York Telephone — controlled New Y ork.

On the national level, as we have noted, NYNEX claimed to investors that it would
install 1.5 to 2 million fiber optic lines by 1996.

NYNEX, 1993 Annua Report!®

"We're prepared to install between 1.5 and 2 million fiber optic lines
through 1996 to begin building our portion of the Information
Superhighway."

On the state level, NYNEX had a team of employees within the company that laid out
a multi-state plan, then went state-to-state to do state-specific attacks with local
lobbyists, PR companies, etc. And though each state was somewhat different, the
company cookie-cut the pitch to fit what they thought they could get away with vs
what they would settle on.
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This was on top of each state's business as usua lobbying. Remember, the
Bell companies have been around for over 100 years and had plenty of time to make
sure that any state politician, regulator, press person, community group, or Chamber of
Commerce — virtualy anyoneinfluential in the state, was a friend of the Bell.

In documents filed with the state commissions of Massachusetts and Rhode
Idland in 1995, NY NEX made separate deals for roll out of the fiber optic services— a
tota of 390,000 homes.

334,000 lines would be deployed starting in 1995 in Massachusetts.
63,000 lines would be deployed starting in 1995 in Rhode Island.

As NYNEX promised to deploy 1.5 to 2 million homes by 1996, then the balance (of
over 1.1 million lines) would somehow be provided to the other NYNEX states —
New Y ork, New Hampshire, Vermont, and Maine, and since there was no offersin the
other New England Telephone companies, this meant, by elimination, that a million
lines would be mostly deployed in New Y ork state.

Federal Petition — NYNEX Data. Alongside these state presentations, NYNEX (and
the other Bells) petitioned the FCC to offer video diatone services. As you can see, the
number of households that were to be rolled out in Massachusetts, 334,000 fiber optic

homes, matching the numbers in the Federal filing.

“On July 8, 1994, NYNEX filed two Section 214 applications for
authority to provide video didtone service in certan aress of
Massachusetts and Rhode Idand. NYNEX supplemented each of these
applications on July 29, 1994. The application to provide video didtone
service in Massachusetts proposes a system that will pass approximately
334,000 homes and businesses. The gpplication to provide service in
Rhode Idand proposes a system that will pass about 63,000 homes and

businesses.”
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In the federal pitch, these networks were to be hybrid fiber optic and coaxia networks. Itis
interesting to note that the majority of installations would be completed by 2010.

“NYNEX proposes to deploy hybrid fiber optic and coaxial (HFC)

broadband networks that will provide advanced voice, data, and

video services, including interactive video entertainment,

multimedia education, and hedlth care services. NYNEX plans to

deploy this type of network to the majority of its customers by the

year 2010.”
And the applications? As previously quoted, NYNEX services had a capacity for 21
analog and between 400 to 800 digital channels, supplying “interactive services” —
interactive services included “video entertainment, multimedia education, and health care
services” — i.e., the web and video.

In short, the play by the phone companies was to have a specific fit for each
state, and a specific filing for their "federal”, FCC video dialtone services.

And the implication is that there was a federal and state attack that
overlapped as they had total coverage telling the same story — and none of it was real.

The State Pitches and Services

The states were in charge of broadband in 1990’s, and since getting it built was being
done through local rates, the action broadband was at the state level. There are fifty-
one jurisdictions (counting Puerto Rico) and we will highlight parts of the state
deployment campaigns, in the last chapter, we will go through the gory details of one
state, New Jersey, from 1992 through 2013.

But for now, let’s be more general and discuss the overall state play.

Remember, alongside these state plays, the telco groups, TELE-TV and
Americast would be blaring their messages of the "wonderland” fiber optic future,
having a money-burn rate of aimost a billion dollarsin just of a few years. And these
two groups, which encompassed al of the origind Bell companies and the
independents GTE and SNET, even through in Disney, impacted virtually all of

America (except for US West territories, which had its own noise machine going).
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The Pitch: The Bell Promised Fiber Optic Servicesto Get Deregulation.

Every state had some tweaking applied to its sales presentation and deliverables, but
all had similar components. First you have the “Pitch” which was delivered with
promise and sizzle. Then comes the “Deal”, which, of course, is sold as a “win-win”
proposition. And finally came the “Outcome”, which ended up being the payment to

the phone companies.

The Pitch and the Promise
The Deal

The Outcome: The Payment to the Phone Companies

The Pitch and the Promise

We discussed the noise made by the phone companies nationaly, but it was the
bombardment of the phone companies’ message on the state level that was the deal
clincher.

Every Bell made thousands of public statements, from press releases and
statements made to the press, to even documents presented to the Public Utility
Commissions that they would rewire their states with a fiber optic service to replace
the old copper wiring.

In some states, like New Jersey and Pennsylvania, the companies also had to
get anew law passed from the state legidators as well, so it took extra noise, campaign
contributions and more ‘sizzle’.

Here’s a small portion of the stories that surrounded the Bell Atlantic fiber
plans for New Jersey and Pennsylvania, followed by quotes for Ameritech and Pac
Bell, California:

PA Senate OK s Fiber Optics Bill, Philadelphia Daily News, June 24, 1993
PA L egislature Compromiseson Fiber OpticsBill. The Measure Callsfor the
Stateto Be Wired by 2015. Philadelphia Inquirer, June 25, 1993
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N.J. Bell Rewiring Approved by State. About 56 Million Miles of Wire Will
Be Replaced with Fiber Optic Cable, Philadelphia Inquirer, December 23,
1992.

Fiber Optic TV Coming to N.J. Philadelphia Daily News, November 17, 1992
A Fiber Field of Dreams. The Switch in the Way Phone Signals Are Sent
Promises Not Only Faster Transmission, but also Bright New Ideas for Using
the Technology. Philadelphia Inquirer, June 2, 1993

Ameritech Expanding Fiber Optics to Residential Users, Chicago Tribune,
September 1, 19927 "Ameritech will spend amost $1 billion with two
electronic equipment suppliers for hardware to supply fiber optic service to 5
million of its 16 million customers by 1995, the company said Monday."
Ameritech's Fiber Plan, Chicago Tribune, January 27, 1994:''8 “Ameritech will
announce a plan to spend close to $5 billion installing optical fiber to bring the
information superhighway to Midwest homes, schools and businesses. The
construction will center on six metropolitan areas in the five states in which
Ameritech provides local telephone service, including Illinois.”

“Interactive TV Will Come to Valley in 94", Los Angeles Times, November
16, 1993:™° “Areas of Canoga Park, Reseda, Sherman Oaks, Northridge, Van
Nuys, Caabasas and Hidden Hills have been targeted for Pacific Bell's Los
Angeles roll-out of a high-speed fiber optic network that will bring customers
everything from phone and cable television services to movies-on-demand, video
catalogue shopping and video research libraries.”

“The Copper Age Is Over in California.” PC Week, October 3, 1994:'%
"Hundreds of Pecific Bell technicians have begun yanking thousands of miles of
twisted-pair copper telephone wire and replacing it with broadband fiber and
coax. Lasers and light — that's the future for this Baby Bell's 10 million telephone
customers, who will be among the first in the nation to ride on the information
highway."

Anyone doing a search for this timeframe, 1992-1995, will find the exact same thing

happened in the states where the company wanted the law changed in their favor.
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Separ ate State Pitches

However, there were differences in the various states. In many states, such as New
Jersey and Pennsylvania, the phone companies made statements dealing with the
"wonderland" model as the primary driver — competition to cable, new services, €etc..
As you will see, they even committed to timeframes and specific deployments —
though almost no one was ever held accountable.

Other states, such as Ohio and Texas, made different claims, though they
also incorporated the "wonderland” as part of the pitch. For example, Ohio Béll, an
Ameritech company, was supposed to have 262,000 video dialtone customers in
Columbus and Cleveland, and had aso made other commitments to rewire the schools

and libraries, among other items.

Ohio alternative regulation plan, September 20, 1994:#

"21. INFRASTRUCTURE COMMITMENTS The Company's
infrastructure commitment in this Plan shal consist of the
commitment to deploy, within five years of the effective date of
the Plan and within the Company's existing service territory,
broadband two-way fully interactive high quality distance
learning capabilities to all state chartered high schools including
vocational, technical schools, colleges and universities; deploy
broadband facilities to all hospitals, libraries, county jails and
state, county and federal court buildings...."

Southwestern Bell’s plan was to digitize Texas with fiber optics as well as wire all
schools, hospitals, etc., with a fully interactive, two way, 45 megabit service. As the
Act states;*?

“INFRASTRUCTURE COMMITMENT TO CERTAIN
ENTITIES. It is the intent of this section to establish a

telecommunications infrastructure that interconnects public entities
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described in this section. The interconnection of these entities
requires ubiquitous, broadband, digital services for voice, video,

and data within the local serving area.

“On customer request, the electing company shall provide
broadband digital service that is capable of providing transmission
speeds of up to 45 megabits per second or better for customer
applications and other customized or packaged network services
(private network services) to an entity described in this section for
their private and sole use except as provided in:

Educational institutions,

Libraries,

Nonprofit telemedicine centers of academic health centers,

public or not-for-profit hospitas, or licensed hedth care

practitioners;

Projects funded by the Telecommunications Infrastructure

Fund described in this Act;”

The Promise, Timeframes

In reading the state materials, it is clear that there were deadlines to be met by the
phone companies for various services. We’ve discussed how the national commitments
were for a given number of households to be wired by 2000, and what speed was to be
delivered. However, some states had specific timeframes for both deployment as well
as technology.

For example, the next exhibit was taken directly from the New Jersey Bell
Order that outlined the speed of deployment and the year it was supposed to be
available. This chart shows that the “Opportunity New Jersey” (ONJ) plan went from
1992 through 2010.



The Book of Broken Promises 100

EXHIBIT 13
New Jersey Bell Advanced Network and Broadband Deployment Schedule, 1993

BAU ONJ

Advanced Intelligent Network (AIN) 1992 | 2001 1992 1998

Digital switching and signaling systems deployed to
provide call routing and database access, which
enables “follow me" type services. This would
alow, for example, customers to program the public
switched network to forward their cals
automatically to different locations depending on
the time of day.

Narrowband Digital Service 1992 | 2001 1992 1998

Switching technologies attached to support data
rates up to 144,000 bits per second which will
enable customers who use any combination of work
stations, personal computers, fax machines and
telephones.

Wideband Digital Service 1994 | 2030 1994 2000

Switching capabilities matched with transmission
capabilities supporting data rates up to 1,500,000
bits per second. (1.5 Mbps) This would allow
students, for example, to remotely access
multimedia information, including video, from

home or school

Broadband Digital Service 1996 | 2030 1996 2010

Switching capabilities matched with transmission
capabilities supporting data rates up to 45,000,000
bits per second (45 Mbps) and higher. This enables
services, for example, that will allow residential and
business customers to receive high definition video
and to send and receive interactive (i.e., two way)

video signals.”
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The “Digital Broadband Service” was to be available starting in 1996 and 100%
completed by 2010. The other column (“BAU”, for “Business As Usual”), was to show
when these services would be available if the company didn’t get more money from
the customers — the year 2030.

Similarly, the Pennsylvania law explained that 20% would be rewired by
1998 in rural, urban and suburban rate centers, and 50% would be completed by
2004."2

"Verizon PA has committed to making 20% of its access lines in
each of rural, suburban, and urban rate centers broadband capable
within five days from the customer request date by end of year
1998; 50% by 2004; and 100% by 2015."

However, there were even more granular commitments and expectations in New
Jersey. According to the Bell Atlantic 1997 Infrastructure Report Summary, which
gave the specifics about their fulfillment of the Opportunity New Jersey requirements,
Bell Atlantic stated that there was a specific number of houses to be ‘passed’ i.e.; that
the service would be available, done as a percentage of the total households in the
state.

The exhibit below shows that with the acceleration of ONJ, by 1996, 19% of
the state should have had access to their 45 Mbps Service, 52% in 2000, etc. And
Verizon claimed that in 2000 they had fulfilled their commitments to deliver. 1

EXHIBIT 14
ONJ’s Broadband Digital Deployment vs without ONJ

1996 1997 | 1998 | 1999 2000 | 2010
w/o acceleration (est) 1% 1% | 3% 9% [n/anone
with acceleration (act) 19% 34% | 35% | 42% 52% [100%

(For more details see our chapter on Opportunity New Jersey.)
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TheDeal: TheHorse Trade

The crux of our argument is that al of the company statements that make
commitments for a given number of households, etc., lead up to one thing — someone
had to pay for these new networks and it wasn’t going to be the phone companies.

We will come back to the issue of state and federal laws as well as the
money that was paid for the development and deployment of these networks in the

next few chapters.

But first — Splat. Every promise you have just read about never came to fruition; it
was vaporware on the disinformation highway. Customers were realy road-kill on the
info bahn, unavailable at any high speed, and rapidly going nowhere.

As of 2005, one could ask, "Hey dude, Where's my broadband?"

And 20147 I’ll get to that.
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Chapter 13 Splat — The Retreat: What Happened with the Info

Bahn?

What the Hell Happened?

Unfortunately, practically nothing was ever built and promises were never kept.

At the end of 2005, there were virtually no fiber optic 500
channel, 45 Mbps, HDTV-compatible Bell company-supplied

homes. Period.

Or more to the point, the Bell companies certainly aren’t the ones who have shown up
— By 2005, there were an estimated 650 communities around America providing

some fiber optic services. However, it was a miniscule 323,000 homes in 2005.'%®

“More than 650 communities are now wired with direct optical
fiber connections — or in industry terms, fiber-to-the-home
(FTTH). The new data emerged in conjunction with the latest 'U.S.
Optica Fiber Communities 2005' research report, sponsored by the
FTTH Council, the Telecommunications Industry Association
(TIA) and Fiber Optic Communities of the United States
(FOCUS). In total, the research listed 652 FTTH communities in
46 states and 322,700 connected homes. By comparison, the
September 2004 report listed 217 FTTH communities and 146,500
connected homes.”

Some of these deployments were Bell related, but none of the deployments were 45
Mbps, bi-directional, or could handle 500+ channels.
In 1995, US West told The New York Times (September 26, 1995) it couldn't

be built, regardless of &l of the announcements.'?®
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"US West said it had ended its experiment into interactive
television shopping because it cost too much and the technology
was out of reach.... John O'Farrell, president of US West
Interactive Services Group said the technology to create two-way
television and sophisticated programming production was years

away and more expensive than originally thought.”
Here are some other RBOC quotes from the time.
" Bell Atlantic Delays Home Video Service," the Washington Post, April 26, 1995'%

"Bell Atlantic Corporation yesterday delayed indefinitely the home
video service it had promised to introduce here and elsewhere in

its mid-Atlantic service region this year."

“Bell Atlantic Halts Plan for Video Services,” The New York Times, April 26,
1995'%#

“Bell Atlantic Corporation called an abrupt halt to its scramble into
television yesterday. Saying it wanted to rethink its strategy for
upgrading its telephone network, the company asked the Federal
Communications Commission to suspend its application to offer

video services to as many as three million telephone customers...”
" Pac Tel Cuts $1 Billion Interactive Plan", New York Post, September 28, 1995'%°

"Pacific Telesis Group said it will cut $1 billion over 5 years from
proposed spending on its Information Superhighway amid concerns
about costs, competition and regulations.... The company's
revamped strategy calls for it to substitute old fashion roof top

antennae for cable in some areas."
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According to an article in New Media Strategist titled "Interactive switched networks
dumped in favor of plain digital”, the current Info Highway rollout had turned into just

another analog cable supplier. November 16, 19951

"Over the last few months the long awaited results from a host of
interactive-digital trials have started trickling in. What these trials
have in common is that their video services are neither digital nor
interactive.... The move is away from complex interactive service

toward simpler, cable-like networks."

Interactive Week, another publication that had tracked the Info Highway progressran a
summary in August, 1996.*! The exhibit below shows that there was only one line
with 45 Mbps service, and while there was a host of cable rollouts, a total of only
31,900 fiber/coax lines, at best, had been created. Notice that Pacific Telesis's clients
were non-paying, while Bell South's service number is only "passed homes', i.e., awire

passes the home and the person could subscribe if they cared to.

EXHIBIT 15
Rollout of Telephone Companiesand Interactive TV, August 1996
45 Fiber/
Mbps Coax
Ameritech 0 0 | 20 cablefranchises, 8-90 basic
channels with PPV, Int. Programming
guide
Bell Atlantic 0 1,000 | Virginia: Video-on-Demand trial
7,000 | NJBasic cable and Text- based.
BelSouth 0 8,000 | Passed with cable Near-video-on-
Demand, and online access
NYNEX 0 0 | No announced activities
Pacific Telesis 1 1,300 | Non-paying customerswith basic
cable digital line
SBC 0 1,800 | Test with paying customers for cable
USWest® 0| 12,800 | Basic cable and Pay-Per View —
dropped digitd trials.
TOTAL 1| 31,900

Source: Interactive Week, NNI 1996
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We need to remind the reader that over 9,787,400 households in 43 cities were
supposed to have video dialtone between 1995-1997.

Meanwhile, The New York Time's article December 1995, summed up the
1995 redlity of the Info Highway in an article titled "Dwindling Expectations, Two
Providers Reduced Expectations on Interactive TV" which discussed Bell Atlantic and

Time Warner's recent announcements about their Interactive TV services.*

"Within a year Bell Atlantic plans to offer 385 channels to 38,000
resdents of Dover Township — compared to its full-motion
announcements in 1993, which predicted 3.6 million households
by 1996."

Video Dialtone Pullouts

One of the most disturbing facts that we will address later was the pullout of the entire
video diatone commitments, as outlined in the next exhibit. How did al of the very
large phone companies in America make announcements for years about rewiring the
entire country and then simply state a few years later that it couldn’t be built as
committed? Virtually every one of these commitments was based on changes in state
regulations that gave the phone companies more money in the form of higher phone
rates and tax perks. In some cases, the phone companies, such as Ameritech, rolled out
cable services instead of video diatone, but for the most part nothing was created.
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EXHIBIT 16
Local Exchange Carrier Video Dialtone Pullouts, 1994-1995'%3

Date Company L ocations Household Status | Closed
1/31/94 | Ameritech Detroit, M| 232,000 | abandoned | 6/27/95
1/31/94 | Ameritech Columbus/Cleveland 262,000 | abandoned | 6/27/95
1/31/94 | Ameritech Indianapolis, IN 115,000 | abandoned | 6/27/95
1/31/94 | Ameritech Chicago, IL 501,000 | abandoned | 6/27/95
1/31/94 | Ameritech Milwaukee, WI 146,000 | abandoned | 6/27/95
6/16/94 | Bell Atlantic | Wash,, D.C. LATA | 1,000,000 | withdrawn | 5/24/95
6/16/94 | Bell Atlantic Mid-Atlantic | 2,000,000 | withdrawn | 5/24/95
1/10/94 | U SWest Denver, CO 357,000 | suspended | 5/31/95
1/19/94 U S West Portland, OR 162,000 suspended | 5/31/95
1/19/94 U S West Minneapolis/St. Paul 357,000 suspended | 5/31/95
3/16/94 | U SWest Boise, ID 90,000 | suspended | 5/31/95
3/16/94 U S West Salt Lake City, UT 160,000 suspended | 5/31/95
11/16/94 | U SWest Cedar Rapids, IA 63,000 | dismissed

11/16/94 | U SWest Colorado Springs, CO| 161,000 dismissed

11/16/94 | U SWest Des Moines, IA 120,000 | dismissed

11/16/94 | U SWest Albuquerque, NM 214,000 | dismissed

This next exhibit was a list of till active video diatone deployments as of December
1995. As we will write in future sections, when SBC and Verizon merged, the hatchet
fell on America’s fiber optic future in virtually every state listed, regardless of the state

commitments.
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EXHIBIT 17

The Ongoing Bell Rollouts as of December, 1995
Date | Company Locations Houschold | Closed
12/20/93 | Pacific Bell Orange Co.. CA 210,000 | 7/19/95
12/20/93 | Pacific Bell San Francisco Bay 490,000 | 7/19/95
12/20/93 | Pacific Bell Los Angeles, CA 360,000 | 7/19/95
12/20/93 | Pacific Bell San Dicgo, CA 250,000 719/95
5/23/94 | GTE -Contel | Manassas, VA 109,000 512195
5/23/94 | GTEFL Inc. | Pinella, Pasco, FL 476,000 5/2/95
5/23/94 | GTE CAInc | Ventura Co., CA 122,000 5/2/95
5/23/94 | GTE HI Honolulu, HI 334,000 | 5/2/95
T/894 | NYNEX RI 63,000 3/6/95
7/8/94 | NYNEX MA 334,000 3/6/95
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Chapter 14 Technology Didn't Work and It Was Too Expensive:
Original Cost Models.

During the 1990's, numerous sources provided information about the costs of outfitting
the network and the consumer with the proper Info Bahn technologies. While the
phone companies insisted that the average cost per household was $750-$1,000, our
finding was that it would cost over $2,500 per customer. And that was just for the
required new TV/cable set-top box in the house.

In fact, both numbers were way low. The technology never worked as
advertised. As previously mentioned, US West stated that the technology to create
interactive television was "years away and more expensive than originally thought".

Meanwhile, an article in The New York Times in December 1995, quoted
Bell Atlantic, which stated that the price to deliver the "Wonderland" applications was
about $17,000 per household.™® (The Times later printed a retraction, where Bell
Atlantic stated it was only $1,700 per household, but based on other reports, the set top
box, like the box that is attached to your cable TV, was $4000-$5000.00 alone.)

But there was a darker secret, which was revealed in 2004. Verizon claimed
it was just beginning to roll out a new fiber optic technology, even though, as we have
shown, Verizon claimed for over a decade that it was rewiring whole states with fiber-
to-the-curb or fiber-to-the-home (a so called fiber-to-the-premises) starting in 1995.

Compare the following quotes, two from Verizon in 2004, and two from Bell
Atlantic, (renamed Verizon) in 1993 and 1996. Can you tell the difference?

Verizon, May 19, 2004
- “Verizon, in Historic First, Begins Large-Scale Rollout of Advanced
Fiber-Optic Technology with Keller, Texas, Deployment.
Verizon has begun installing in Keller a new technology known
as fiber to the premises (FTTP), which uses fiber optic cable and
optical electronics to directly link homes and businesses to
Verizon's network. The fiber optic connections will replace
traditional copper-wire links.... Although the use of fiber optic

technology is common throughout the telecom industry, Verizon
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is the first company to begin using it to directly connect homes

and businesses to the network on a widespread scale.”
"'FTTP is moving from field trials and the lab to the rea world,
and it's happening in Keller first,’ Verizon Network Services
Group President Paul Lacouture said at a news conference with
city officials here today... In short, we are building a new network
that will make us the broadband leader in the 21st century...
Overall, Verizon plans to pass about 1 million homes in parts of

nine states with this new technology by the end of the year."

Bell Atlantic, 1993-1996

Bell Atlantic 1993 Annua Report™®’ "First, we announced our
intention to lead the country in the deployment of the information
highway.... We will spend $11 billion over the next five years to
rapidly build full-service networks capable of providing these
services within the Bell Atlantic Region... We expect Bell
Atlantic's enhanced network will be ready to serve 8.75 million
homes by the end of the year 2000. By the end of 1998, we plan to
wire the top 20 markets.... These investments will help establish
Bell Atlantic asaworld leader...."

Bell Atlantic Press Release, July 1996 "The company plans to add
digita video broadcast capabilities to this ‘fiber-to-the-curb’,
switched broadband network by the third quarter of 1997... Bell
Atlantic plans to begin its network upgrade in Philadelphia and
southeastern Pennsylvania later this year.... Ultimately, Bell
Atlantic expects to serve most of the 12 million homes and small
businesses across the mid-Atlantic region with switched broadband

networks."

In short, it couldn’t be built in 1993 or 1996. It was ‘fiber-to-the-press release’. And in
2004, it was clear that the company had never built any fiber optic networks prior to
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2005, even though customers had been paying for the deployment since 1993, and
there wasn’t going to be any ‘investigations’ into the failure to do the upgrades.

SBC’s Light Speed, later renamed, U-Verse, was no better. Not to be
outdone by Verizon, SBC also put out its next generation fiber optic service,
Lightspeed, or more likely snail speed.

SBC, November 11, 2004%%®

“SBC Communications Inc. (NYSE:SBC) today will provide
operational and financia details on its plans to deploy fiber optics
closer to customers and build an advanced, IP-based (Internet
Protocol) network capable of delivering arich array of integrated
next-generation television, data and voice services substantially
beyond what is available from today's telephone, cable or satellite
TV providers.

“In a conference call today, the company will say network lab and
field trids are under way, network construction is scheduled to
begin in the first quarter of 2005 and SBC's new |P-based network
is expected to be available to 18 million households by the end of
2007. The launch of 1P-based TV services over the new network is
planned for the fourth quarter of 2005.”

And the hype a year later showed that the company was till planning to begin
construction and for alate 2005- early 2006 product launch.

SBC, April 20, 2005

“SBC detailed plans for Project Lightspeed, a $4 hillion capital
initiative to deploy fiber-to-the-neighborhood and fiber-to-the-
premises technologies to 18 million households across 13 states

within three years. Through Project Lightspeed, SBC companies
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plan to deliver IP-based video, voice, and high-speed Internet
access services, providing a communications and entertainment
experience not previoudy redlized in the mass market. The
company plans to offer the first set of products under the U-
Verse™ brand in late 2005 or early 2006.

“SBC plans to begin construction of its advanced, |P-based
network in the coming months. Lab tests of the technology have

progressed, and a field trial is now underway.”

However, even though the phone companies never delivered on previous fiber plans a
decade earlier and besides not being available and working in 2005, the phone
companies were still hyping Congress to pursue a “light touch” regulatory approach.
This 2005 press release headline said it all.

“IP-Based TV Will Revolutionize Entertainment Company
Calls for ‘Light-Touch’ Regulatory Approach to Ensure
Consumers Receive New Technology Quickly,”*4

And the release continued:

“’The FCC and Congress have so far employed a light-touch
approach to regulating the Internet and | P-based services. We need
to extend this minimal regulation approach that has been applied to
VolP — only now the “V’ stands for video,” said Champion. ‘Only
then will consumers benefit from the innovation and choice that is

just around the corner’."

We’ll come back to these discussions as they are still going on in 2013 and will
continue in 2014, but what should be clear to the reader — these companies were the

consummate con-men. They had done nothing about fiber optic broadband as of 2005
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and they had gamed the regulatory system in every state and at the federal government.
And our regulators and politicians were either asleep or worse...paid off.
But, let’s return to what was never delivered the first time fiber optics was

promised — in the 1990’s for more of a glimpse of the con.

The Fiber Optic Technology Made Simple

First, let’s examine what is involved with an upgrade to fiber. There is no need for
excessive details as there’s plenty of places to find this information both for 1993 as
well as for 2005 or 2013.

Simply put, there are a series of costs associated with delivering fiber optic

services to the home. These include:**

« Rewiring the Street — The entire street wiring, either on the poles or
below the ground, as well as al of the "drop-lines”, lines that connect a

house to the street's main wiring, must be redone.

« All New Network Components, Including "'Switches™ — Over the last
decade, many parts of the guts of the networks have been upgraded and
modified to handle fiber optics, as well as distribute the massive amounts of
video and audio over the network, since the standards are the Internet
Protocols. However, the networks have to add capacity to handle the massive
amounts of new services that use up a great deal of "bandwidth". As we
discussed elsewhere, the phone companies are now trying to limit bandwidth

use because the more users at one time, the slower the networks become.

* A New TV Set-Top Box — Like the cable set-top box that usually sits on
top of the TV or VCR, the Info Highway design required a new, very

powerful computer. And in 1995, these computers didn’t exist.

* Rewiring the Entire House — A house has to be entirely re-wired with

fiber optic cable, replacing the copper wire.
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Besides all of these charges there are hundreds of other detailed charges that are not
important for this discussion.

More importantly, what computer could you buy in 1993, what were its
capabilities and how much did it cost? While, today we think hard-drives should
handle hundreds of gigabytes or even terabytes of data (1000 megabytes), in 1995,
everything was in megabyte sizes, 100-1000 times less powerful. The previous

equipment simply couldn’t handle the requirements that were being sold to customers.

The rest of this section looks at the costs as presented during 1-Way years.

Other Info Bahn Technology Models: Bear Stearns

In order to show just how strange all this gets, Bear Stearns released a report in 1994
titled "New Age Media", which estimated technology charges would range from $650
to $1,100. It was using information supplied by Bell Atlantic and other companies.
There are two models: the telephone Broadband system (BBT FLX) should cost $650-
$900 per household, while a hybrid cable version (TVHFC) would cost $950-
$1,100.1%

"For offering interactive applications, systems such as those being
installed by Bell Atlantic and using technology from broadband
technologies are less expensive than the cable TV hybrid fiber-
coax (TVHFC) network solution. Total costs for installing the
BBT FLX System (Broadband) would range from $650 to $900
per home, while the typical cable TV HFC system should range
between $950 and $1,100."

Technological issues aside, their price for the various components or the set-top box
was only $225 for a "telephone digital video terminal" and $450 per home for a "cable
TV hybrid fiber-coax set top". Other expenses were outlined, such as the "Telephone
Optical Network Unit" at $60 to $180, and the telephone's "Host Terminal" at $200

per-home passed, excluding inside wiring costs.
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None of these prices were even in the ball park for fiber optic services of 1995.

A Few Techno-Naysayers

There were some analysts and consultants who knew that the prices being quoted, or
the services being promised, were fantasyland. For example, numerous speeches given
a a conference titled "Interactive Marketing”, May 1994, (and interviews by the
author), discussed the technological and manufacturing hurdles required to bring to the

residential subscriber full-motion, interactive video services.

The consensus was simple:

The boxes required computer chips that were not yet being mass
manufactured.

Theinitial boxes would cost $2,000-$5,000 per unit, since they
were, in reality, high speed computers and not production models.
The mass market manufacturing price would most likely wholesale
for $1,200-$1,500 per unit.

In fact, in most of the Interactive TV trials during 1994-1995, the price per set-top box
was between $4,000-$5,000. The Time Warner trials in Orlando, originally scheduled
for spring 1994 (and shut down in 1997) were delayed a year because even the
prototypes were not fully operational and the boxes reportedly cost $5,000. In another
trial by Viacom and AT&T in Castro Valey, that was aso canceled, the cost was
$4,000 per box.

And it should have been obvious to anyone examining this as the
commercia computers for home use cost $800-$1,200 with a 40 meg hard drive and
640K of ‘ram’, the computer chip that also controlled the speed and capability of the
computer.

In 2013, some wrist watches have more computing power, but in the 1990°s
the crop of machines available couldn’t handle a 45 Mbps speed, much less do

anything with even the files without using up the hard drive in afew seconds of use.
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Chapter 15 Follow the Money: The Regulations.

Timeline: 1992-2004

On the Federal side, The Communications Act of 1934, the original congressional act
that regulated all telecommunications, was the primary law in America. It specifically

stated that services were supposed to be both universal aswell as reasonably priced.***

"The purpose of this Act is for regulating interstate and foreign
commerce in communication by wire and radio so as to make it
available, so far as possible, to all the people of the United States a
rapid, efficient, Nation-wide, and world-wide wire and radio
communications service with adeguate facilities at reasonable

charges.”

Also, the Act specifically gave the FCC the right to investigate any overcharging or

unreasonable increases.1*®

"Section 47 U.S.C. 215. The Commission shall report to Congress
. any undue or unreasonable increase in charges or in the

maintenance of undue or unreasonable charges.”

Continuing, the Telecommunications Act of 1996 clearly states that prices should be

“just, reasonable, and affordable”.*#

"CONSUMER PROTECTION — The Commission and the States
should ensure that universal service is available at rates that are

just, reasonable, and affordable.”

The New Jersey state law and regulations regarding Verizon’s Opportunity New
Jersey, which was one of the first state decisions tied to the commitments to construct

the new I-Way highway, also uses the term "reasonable" throughout the Order. >’
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"In the New Jersey Telecommunication Act of 1992, the
Legislature declared that it is the policy of the State to, among
other things ‘ensure that customers pay only reasonable charges
for local exchange telecommunications service’. To this end the
Act permits the board to approve a plan for an aternative form of
regulation if it finds that the plan, among other things ‘will
produce just and reasonable rate for telecommunications

services’.

While the Federal laws were the overarching rules that governed telecom, it was the
state based change in the laws that were the most important in exactly how these new

networks would be built and financed.

Let’s set the base of our analysis. We’re not going into a long discussion of the
regulatory environment, state regulation, or even a lesson in economics, but a smple

as possible explanation.

We will present the evidence to build the case.

When a state granted “deregulation” and the phone company was given more
money and 