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AMERICAN TELEPHONE AND TELEGRAPH COMPANY

Pursuant to the Commission's public notice of

October 1, 1993, American Telephone and Telegraph Company

(IIAT&TII) submits this reply to the comments on the

petition of the United States Telephone Association

("USTA") for a comprehensive rulemaking on access-related

issues (IIPetition ll ).l

INTRODUCTION

Virtually all of the commenters agree on the

need for a broad-ranging, expeditious review and reform of

the Commission's access rules to align them with recent

technological and marketplace developments. 2 Thus, the

issue presented by USTA's petition is not whether the

1
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A list of the parties sUbmitting comments is attached
as Appendix A.

~ AT&T Comments at 1; Ad Hoc at 1; Ameritech at 1;
Bell Atlantic at 1; BellSouth at 1; CompTel at 1; GCI
at 1; GTE at 2; MCI at 2; ITAA at 2; MFS at 1; Moore &
Liberty at 1; NECA at 1; NTCA at 1-2; NYNEX at 1-2;
Pacific/Nevada at 1; Southwestern at 1; Sprint at 1;
Tipton at 1; United at 1; U S WEST at 2; winnebago
at 1; Yelm at 1. No. of copies rec'd

List ABCOE~ 6
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Commission should undertake such an effort -- it clearly

should. The real question is whether the proposal

advanced by USTA provide an appropriate "starting point"

(NYNEX at ii, 2; NTCA at 4) or a "foundation" (BellSouth

at 2; U S WEST at 6) for further Commission action.

As AT&T explained in its comments, USTA's

proposal does not provide such a foundation because it is

based on the false assumption that widespread local

exchange competition either exists already or will shortly

develop, without further regulatory action. AT&T Comments

at 3-7. Further, USTA's proposal unnecessarily seeks to

have the Commission resolve, in a single, omnibus

proceeding, issues that the Commission has already

undertaken to address in other proceedings. Id. at 8-10. 3

The comments overwhelmingly confirm these

points. Indeed, for a variety of reasons, many of the

LECs themselves agree that USTA's proposal "is not an

appropriate mechanism" by which to undertake comprehensive

access reform. United at 2. 4

3

4

To be sure, AT&T agrees with some of USTA's specific,
sUbsidiary proposals. ~ AT&T at 2-3. But USTA's
overall proposal cannot provide an adequate framework
or roadmap for further action because its central
features are plainly misguided.

~~ NTCA at 4 (proposing even broader inquiry than
that proposed by USTA); Pacific/Nevada at 1 (same).
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I. THE COMMENTS CONFIRM THAT USTA'S CENTRAL ASSUMPTION
OF WIDESPREAD LOCAL COMPETITION IS UNWARRANTED AND
THAT USTA'S PROPOSAL THEREFORE CANNOT SERVE AS A
FOUNDATION FOR FURTHER COMMISSION ACTION.

As the comments recognize, the central feature

of USTA's proposal is its proposed deregulation of access

rates (~ Petition at 20-37), which is based on USTA's

assumption that exchange access services are or soon will

be subject to pervasive competition. ~ ~ at 9. 5

However, the record compiled in this proceeding (as well

as other evidence currently before the Commission),

overwhelmingly refutes this central premise, and thereby

deprives USTA's proposal of any value as a foundation or

"roadmap" for further Commission action. 6

USTA's claims of widespread access competition

are squarely foreclosed by evidence demonstrating that

LECs retain an overwhelming share of the nationwide access

market. For example, Sprint points out that 99.55 percent

of its payments for local access went to LECs rather than

to so-called "competitive access providers" or CAPs during

the first six months of 1993. Sprint at 5. Similarly,

LECs received 99.86 percent and 99.4 percent,

respectively, of AT&T'S and MCI's total payments for local

5

6

~ Ameritech at 1; NYNEX at 1; Moore & Liberty at 1;
Tipton at 1; Winnebago at 1; Yelm at 1; AT&T at 4; MCI
at 2-3; CompTel at 3; Sprint at 1; MFS at 4.

~ MFS at 3; MCI at 2; CompTel at 2-3; Sprint at 10;
Ad Hoc at 3-4; Hyperion at 2.
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access during 1992. 7 As AT&T has elsewhere demonstrated,

there is no reason to believe the LECs' share of the

nationwide access market will decrease markedly anytime

soon. 8 Accordingly, the Commission could not reasonably

do what USTA urges -- namely, propose an integrated set of

access reforms based on the assumption of widespread

competition.

Indeed, as Sprint notes (at 7-8), any such

proposal would be doubly unreasonable in light of the

Commission's own recent conclusion that "the

competitiveness of the LECs' markets overall [isl not

sufficiently robust to warrant any additional flexibility"

in the regulation of LEC depreciation practices. 9 It

follows a fortiori that competition for LEC access

7

8

9

~ Testimony of Robert Allen, AT&T Chairman, before
the Committee on Commerce, Science, and Transportation,
September 8, 1993; Letter from Gerald J. Kovach, MCI
Senior Vice President for External Affairs, to the
Honorable Daniel K. Inouye, Chairman, Subcommittee on
Communications, Committee on Commerce, Science, and
Transportation, United States Senate, September 17,
1993.

Comments of AT&T in Petition for a DeclaratokY Ruling
and Related Waivers to Establish a New RegulatokY Model
for the Ameritech Region, DA 93-481 (June 11, 1993)
at 11-14; Reply Comments of AT&T in DA 93-481 (July 12,
1993) at 4-5.

Simplification of the Depreciation Prescription
Process, CC Docket No. 92-296 (FCC 93-452, released
October 20, 1993) at 1 28.
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services is likewise "not sufficiently robust" to warrant

significant deregulation of access services.

Not surprisingly (given these facts), USTA's

supporters offer only conclusory, self-serving assertions

about the state of access competition. 10 And~ of the

commenters offers any analysis in support of USTA's

extremely lenient standard for determining when a

particular access market has become competitive. 11 In

10 Some of these parties incorporate by reference various
analyses of local competition submitted in the
Ameritech proceeding. ~, Ameritech at 1; NYNEX at 3
n.3. AT&T has already refuted these analyses in that
proceeding and will not repeat its response here. ~
AT&T Ameritech Reply Comments at 4-8.

The only LEC that even attempts to offer evidence on
this critical issue is Bell Atlantic, which claims that
it is facing widespread access competition because its
share of DS3 and DS1 circuits has declined
substantially in the four major urban areas it serves.
~ Bell Atlantic at 2-3. But Bell Atlantic fails to
provide any hard data on DS3 and DSl circuits within
its service area; instead, it asks the Commission
simply to accept its unsubstantiated conclusions on
blind faith. Moreover, even if Bell Atlantic is
correct about its share of DS3 and DSl circuits, this
says little about its market share. AT&T'S own
internal data show that it obtains from Bell Atlantic
substantially all of the DSl and DS3 circuits used in
the provision of special access in Bell Atlantic's
service area. And AT&T has no reason to believe that
its major competitors obtain a substantially smaller
percentage of their DSl and DS3 circuits from Bell
Atlantic. Thus, Bell Atlantic retains a monopoly on
access services within its territory.

11 ~ AT&T at 5-6. As Ad Hoc points out, USTA proposes
to eliminate all pricing constraints even when
"customers representing the great majority (75 percent)
of total demand for the LEC's access services do llQt
have alternative sources of supply, leaving the LEC as
the clearly dominant provider of interstate access

(footnote continued on following page)
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sum, the claims of widespread access competition advanced

by USTA and others are based on what MFS correctly calls

"a familiar and threadbare tale." MFS at 4-5.

Rather than initiate access reforms on the

assumption that competition has already developed, the

Commission should (i) take steps to create the opportunity

for the development of genuine exchange and exchange

access competition; and (ii) ensure that consumers are

protected in the meantime. AT&T and several other parties

have provided a number of concrete suggestions in this

regard. 12 The Commission should adopt those suggestions

as a roadmap for further reform, rather than the now

unsupportable framework proposed by USTA.

(footnote continued from previous page)

services." Ad Hoc at 10. Similarly, Sprint notes that
USTA's proposal would allow full deregulation of all
access services within a wire center serving area if
there exists even "the theoretical ability of any
[alternative] forms of transmission" -- including a

microwave tower, a satellite station, an IXC POP, or a
strand of non-LEC fiber optic cable -- "to handle
one-fourth of the LECs' access demand, coupled with a
preliminary step by an IXC to explore an alternative
source of supply." Sprint at 6. Worse yet, "there
would have to be no actual loss of business to a local
service competitor before the LECs could engage
in ... completely deregulated pricing." .liL. at 7.

12 ~ AT&T at 7; MFS at 5-6; CompTel at 14-15.
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II. THE COMMENTS DEMONSTRATE THAT MUCH OF USTA' S PROPOSAL
UNNECESSARILY DUPLICATES EXISTING COMMISSION
PROCEEDINGS.

The comments likewise confirm that much of what

USTA proposes would unnecessarily duplicate existing

Commission proceedings, and that this is itself a

sufficient reason to reject USTA's proposed framework.

For example, one of USTA's principal

supporters -- U S WEST -- has filed a table showing the

extent to which the Commission is already addressing some

of the same access reform issues in other proceedings.

U S WEST at App. A. That table shows that the Commission

is already addressing or soon will address (1) price cap

design and sharing issues in the upcoming price cap

review; (2) public policy support mechanisms (including

USF-related issues) in CC Docket 80-286; and

(3) contract-based pricing and other access pricing issues

in Docket Nos. 93-36 (Filing Requirements for Non-Dominant

Carriers), 91-213 (Transport Restructure), and 91-141

(Expanded Interconnection). ~~ AT&T at 8-9.

Thus, USTA is asking the Commission to

duplicate, in a new, omnibus proceeding, much of the

effort that is now being (or soon will be) expended in

these proceedings. And USTA is doing so in spite of the

Commission's having recently rejected efforts by parties

in another proceeding to have the Commission "prejudge"
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one of these pre-existing proceedings, namely the price

cap LEC performance review. 13

Like USTA itself, USTA's supporters defend this

duplication of effort on the ground that "separate

proceedings . . . will not permit the Commission to fully

address the impact" of market and technological

developments. 14 But neither USTA nor the LECs offer any

justification for this conclusion, and there is no reason

to assume that the Commission is incapable of coordinating

its analysis and resolution of related issues across

several parallel proceedings. 15

13 Amendment of Parts 32 and 64 of the Commission's Rules
to Account for Transactions Between Carriers and Their
Nonregulated Affiliates, CC Docket No. 93-251, released
October 20, 1993, at 1 37.

14 NECA at 4. Accord U S WEST at 4-5; NTCA at 3; GTE
at 4; NYNEX at 11. See~ Petition at 6.

15 Bell Atlantic admits as much when it acknowledges that
the price cap sharing issue should be addressed in the
upcoming price cap review rather than in the proceeding
proposed by USTA. Bell Atlantic at 4 n.7.
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Por the reasonl .tated above and in ATtn t 8

opening comments, UST.A'8 petition should be denied •

. Respectfully submitted,

»«IlUCAN TBLBPHONB AND TBLIGRAPH COMPANY

By r9114"'11~~~f-- _franc ..
aobert J. ee
Peter H. Jacoby

Roan 3244Jl
295 Horth Maple Avenue
Basking Ridge, New Jersey 07920

David w. carpenter
Gene C. Schaerr

ODe first ..tional ~la.a

Chicago, Illinois 60603

Its Attorney..

November 16, 1993



APPENDIX A

LIST OF COMMENTERS
RM-8356

Ad Hoc Teleconunuications Users Conunittee ("Ad Hoc Committee")

American Telephone and Telegraph Comany ("AT&T")

Ameritech

Bell Atlantic Telephone Companies ("Bell Atlantic")

BellSouth Telecommunications, Inc. ("BellSouth")

Competitive Telecommunications Association ("CompTel")

General Communication, Inc. ("GCI")

GTE Service Corporation ("GTE")

Harrisonville Telephone Company ("Harrisonville")

Hyperion Telecommunications, Inc. ("Hyperion")

Informaiton Technology Association of America (" ITAA")

MCI Communications Corporation ("MCI")

MFS Communications Company, Inc. ("MFS")

Moore & Liberty Telephone Company ("Moore & Liberty")

National Exchange Carrier Association ("NECA")

National Telephone Cooperative Association ("NTCA")

NYNEX Telephone Companies ("NYNEX")

Pacific Bell and Nevada Bel ("Pacific/Nevada")

Southwestern Bell Telephone Company ("Southwestern")

Sprint Conununications Company ("Sprint")

Tipton Telephone Company Inc. ("Tipton")

United and Central Telephone Companies ("United")

U S WEST Conununications, Inc. ("U S WEST")

Winnebago Cooperative Telephone Association ("Winnebago")

Yelm Telephone Company ("Yelm")
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I, Ann Marie Abrahamson, <10 herel:>y certify that

on thi8 16th day of November, 1993, & copy or tbe foregoiDg

1IR..ply COllIDeDtS ot American Telephone anc1 Telegraph

company" was mailed by u.S. first class mail, postage

prepaid, to the parties listed on the attached Service

List.

Ann Marie Abrahamson

---_. - ._-_.- .-- _.
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SERVICE LIST
(RM-8356)

James S. Blaszak
Francis E. Fletcher, Jr.
Gardner, Carton & Douglas
Suite 900 - East Tower
1301 K Street, NW
Washington, D.C. 20005
Attorneys for Ad Hoc Telecommunications

Users Committee

Michael S. Pabian
Ameritech
2000 W. Ameritech Center Dr., Room 4H76
Hoffman Estates, IL 60196-1025

Lawrence W. Katz
Edward D. Young, III
John Thome
Bell Atlantic Telephone Companies
1710 H Street, NW
Washington, D. C. 20006

M. Robert Sutherland
Richard M. Sbaratta
BellSouth Telecommunications, Inc.
4300 Southern Bell Center
675 W. Peachtree Street, N.E.
Atlanta, GA 30375

Genevieve Morelli
Competitive Telecommunications Assn.
1140 Connecticut Ave., NW, Suite 220
Washington, D.C. 20036

Danny E. Adams
Jeffrey S. Linder
Wiley, Rein & Fielding
1776 K Street, NW
Washington, D.C. 20006
Attorneys for Competitive

Telecommunications Association

Kathy L. Shobert
General Communication, Inc.
88816th St., NW, Suite 600
Washington, D.C. 20006

Richard McKenna, HQE03J36
GTE Service Corporation
P.O. Box 152092
Irving, TX 75015-2092

Gail L. Polivy
GTE Service Corporation
1850 M St., NW, Suite 1200
Washington, D.C. 20036

John C Meyer
Harrisonville Telephone Co.
227 S. Main
Waterloo, IL 62298

Leonard J. Kennedy
Steven F. Morris
Dow, Lohnes & Albertson
1255 23rd St., NW, Suite 500
Washington, D.C. 20037
Attorneys for Hyperion Telecommunications

Joseph P. Markoski
Kerry E. Murray
SqUire, Sanders & Dempsey
1201 Pennsylvania Ave., NW
P. O. Box 407
Washington, D.C. 20044
Attorneys for Information Technology

Association of America

Michael F. Hydock
MCI Telecommunications Corporation
1801 Pennsylvania Ave., NW
Washington, D.C. 20006

Andrew D. Lipman
Russell M. Blau
Swidler & Berlin, Chtd.
3000 K Street, NW
Washington, D.C. 20007
Attorneys for MFS

Communications Company, Inc.



Ray Brown
Moore & Liberty Telephone Co.
301 Dewey Street
P. O. Box 66
Ender1in, ND 58027

Richard A. Askoff
National Exchange Carrier Association
100 South Jefferson Road
Whippany, NJ 07981

David Cosson
National Telephone

Cooperative Association
2626 Pennsylvania Ave., NW
Washington, D.C. 20037

Edward R. Wholl
Edward E. Niehoff
NYNEX Companies
120 Bloomingdale Road
White Plains, NY 10605

JoAnn Goddard
Pacific Telesis Group-Washington
1275 Pennsylvania Ave., NW, Suite 400
Washington, D.C. 20004

James P. Tuthill
John W. Bogy
Pacific Bell/Nevada Bell
140 New Montgomery St., Rm. 1530-A
San Francisco, CA 94105

James I. Wurtz
Pacific Bell/Nevada Bell
1275 Pennsylvania Ave., NW
Washington, D.C. 20004

Robert M. Lynch
Richard C. Hartgrove
Michael J. Zpevak
Southwestem Bell Telephone Company
One Bell Center, Suite 3520
St. Louis, MO 63101

Leon M. Kestenbaum
H. Richard Juhnke
Sprint Communications Co.
1850 M St., NW, 11th Floor
Washington, D.C. 20036

Howard E. Pottenger
Tipton Telephone Co., Inc.
117 E. Washington Street
P. O. Box 287
Tipton, IN 46072

Jay C. Keithley
United Telephone Companies
Central Telephone Companies
1850 M St., NW, Suite 1100
Washington, D.C. 20036

W. Richard Morris
United Telephone Companies
Central Telephone Companies
P. O. Box 11315
Kansas City, MO 64112

Martin T. McCue
Anna Lim
United States Telephone Association
900 19th St., NW, Suite 800
Washington, D.C. 20006-2105

Laurie J. Bennett
U S WEST Communications, Inc.
1020 19th St., NW, Suite 700
Washington, D.C. 20036

Kenneth Lein
Winnebago Cooperative

Telephone Association
704 E. Main
Lake Mills, IA 50450

Thomas P. Gorman
Yelm Telehone Company
P. O. Box 593
Yelm, WA 98597


