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I. INTRODUCTION AND SUMMARY.

In this proceeding the Commission proposes to modify the reporting requirements of the

Automated Reporting Management Information System ("ARMIS") as part of the Section 11

statutory mandate to review ill regulations biennially and to repeal or modify those regulations no

longer necessary in the public interest. 1 The proposed modifications are "....designed to minimize

the reporting burden on carriers, improve the quality and use of the reported information, and

reduce the cost to the Commission of collection, verification, and distribution of the data. ,,2 As

with the companion proceeding reviewing the accounting and cost allocation rules3
, the Notice

proposes modifications which do not meet the stated design objective and are

1 See In the Matter of 1998 Biennial Regulatory Review - Review of ARMIS Reporting Requirements, Notice of
Proposed Rulemaking, CC Docket No. 98-117, released July 17, 1998 at paragraph 1, "Notice".

2 See Notice at 1.

3 See In the Matters of 1998 Biennial Regulatory Review - Review of Accounting and Cost Allocation
Requirements, CC Docket No. 98-81, United States Telephone Association Petition for Rulemaking, ASD File No.
98-64, released June 17, 1998, "the Companion Accounting Proceeding". The Commission recently combined the
comment cycle in the ARMIS Notice and the companion accounting proceeding in order to recognize the effect of
the accounting proceeding on ARMIS reporting, See Order in CC Docket No. 98-81 and ASD File No. 98-64,
released August 3, 1998.



wholly inadequate to the Section 11 mandate. Since all of the ARMIS requirements have their

origin in either rate of return/cost of service regulation or price caps with a sharing provision and

all were adopted prior to the passage of the procompetitive, deregulatory framework ofthe

Telecommunications Act of 1996 (the "Act"), their continued practical use must be evaluated in

the context of changed competitive conditions and regulatory frameworks.

Ameritech4 fully supports the simplification proposals contained in the Comments of the

United States Telephone Association (USTA) filed in this proceeding. USTA's proposed

simplification ofthe ARMIS reports should be adopted and applied to ill carriers now.

Specifically, Ameritech supports the USTA proposal that a single new annual report, ARMIS 43-

00, replace the existing series offinancial reports, ARMIS 43-01 (Annual Summary Report),

ARMIS 43-02 (USOA Report), ARMIS 43-03 (Joint Cost Report), and ARMIS 43-04 (Access

Report), as well as the proposed revisions to the network ARMIS reports 43-05 (Service

Quality), ARMIS 43-06 (Customer Satisfaction), ARMIS 43-07 (Infrastructure), and ARMIS 43-

08 (Operating Data). Alternatively, and only as a short-term interim step, Ameritech proposes

that the ARMIS 43-02 schedules that have both their origin and continued practical significance in

rate of return/cost of service cost regulation, be eliminated immediately for no-sharing price cap

carriers. These schedules were outlined in the letter from Ms. Robin Gleason, Director -

Regulatory Finance to Mr. Kenneth P. Moran dated March 13, 1998 and included in these

comments as Attachment A (the "Ameritech Accounting Reform Proposal"). These tables include

information which is either available from publicly filed submissions to the Securities and

Exchange Commission (SEC) e.g. Table C-4 (Stockholders), or contain excruciating cost of

4 Ameritech means: Illinois Bell Telephone Company, Indiana Bell Telephone Company Incorporated, Michigan
Bell Telephone Company, The Ohio Bell Telephone Company and Wisconsin Bell, Inc.
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service detail, e.g. Table 1-7 (Donations or Payments for Services Rendered by Persons Other

Than Employees). There is simply no public interest reason to require no-sharing price cap

carriers to incur the cost of obtaining, compiling, and reporting this information. Even if this

interim alternative is adopted, however, the report simplification and consolidation as outlined in

the USTA proposals should be implemented no later than December 31, 1999.

USTA's proposed modifications are consistent with the goals of the Biennial Review to

eliminate regulations that are no longer necessary in the public interest. Since the marketplace is

becoming increasingly competitive, the continuing need to provide detailed financial and

operational information on any class ofmarket participant is no longer necessary. The reporting

requirements of the LECs should be no more stringent than for other telecommunications

providers.

USTA's proposals recognize the monitoring needs of the Commission for essential

information on financials, cost allocations, prices, and service quality measurements. The

elimination or reduction of reporting requirements contained in the proposals does not preclude

the Commission from obtaining needed information through special data requests on an as needed

basis. USTA's proposals reduce the volume and complexity of current standard reports consistent

with the statutory mandate. USTA's proposals provide sufficient information for the Commission

to meet its enforcement and monitoring responsibilities and should be adopted now.

ll. SUBSEQUENT TO REDUCING REPORTING REQUIREMENTS FOR ALL
LEC's. PAPER FILING BEOUIREMENTS SHOULD BE ELIMINATED.

The Notice proposes the elimination ofthe paper filing requirements and the transition to

an electronic-only reporting system. It is proposed that filed reports would be available through
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the Internet. 5 Arneritech supports the elimination of the paper filings of ARMIS and an

electronic-only reporting system. Paramount and prior to any consideration of the means of filing

however, should be the fundamental elimination of

the need for filing any report no longer necessary under the Section 11 mandate. Ameritech

estimates that the annual cost of preparation of all current ARMIS reports is approximately

$1.1M. Ameritech submits that the costs associated with the preparation and filing ofthe ARMIS

reports, irrespective of the means for filing, is not commensurate with nor required by the public

interest benefit derived, especially under a regulatory framework ofno-sharing price caps.

Contrary to the design goals enunciated in the Notice, the Notice's electronic-only filing and the

streamlining proposals neither minimize the carrier reporting burden nor improve the reported

information's quality and use. The cost to the Commission may be mitigated somewhat with an

electronic-only filing, but the continued filing ofthe existing reports, regardless ofthe medium,

fails to be in the public interest.

With respect to implementation of an electronic-only reporting system, it is critical that the

Common Carrier Bureau work closely with the industry in advance to resolve any firewall, edit

check, treatment ofproprietary data, and other issues that may hinder implementation.

m. THE PROPOSED REDUCTION IN REPORTING REQUIREMENTS IS
INSUmCIENT TO FULFILL THE COMMISSION'S STATUTORY MANDATE.

The Notice proposes the elimination of selected row and column information related to

equal access, inside wire, and payphone investment from the ARMIS 43-04 (Access Report) and

ARMIS 43-01 (Annual Summary Report) because the continuing need to monitor and report this

5 Notice at 2, 3.
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information is no longer necessary. The Notice has requested comment on additional streamlining

or consolidation proposals. 6 While Ameritech supports the proposals contained in the Notice,

they do not go nearly far enough in scope and do not result in minimizing carriers' reporting

burden nor improving the quality or use of the information. The USTA proposal for a single

ARMIS 43-00 financial report, replacing the ARMIS 43-01 through 43-04, strikes the appropriate

balance in eliminating regulations no longer necessary in the public interest, while also meeting the

Notice's design objectives to reduce carriers reporting burden, improving the quality and use of

the information, and reducing the cost to the Commission.

The Notice proposes no changes to the ARMIS network Reports, 43-05 (Service Quality

Report), 43-06 (Customer Satisfaction Report), 43-07 (Infrastructure Report), 43-08 (Operating

Data). Ameritech submits that these reports should also be repealed or modified in order to fulfill

the Section 11 mandate to review ill regulations. While the Common Carrier Bureau did release

and receive comment on two Public Notices on all but the ARMIS 43-08, the proposals resulted

in an increased reporting burden on carriers through the further disaggregation of reported

information.7 As Ameritech showed in its comments in response to the public notices, no public

interest benefits were identified in the proposed new reporting requirements. 8 Ameritech urges

the Commission to consider these reports as part of its Biennial Review and to adopt the

simplification proposals of the USTA.

6 Notice at 4, 5.

7 See Public Notice, Common Carrier Bureau Solicits Comments on Proposed Modifications to ARMIS Service
Quality Reporting Requirements, AAD File No. 98-22, released March 11, 1998; See Public Notice, Common
Carrier Bureau Solicits Comments on Proposed Modifications to ARMIS 43-07 (Infrastructure Report) AAD File
No. 98-23.

8lbid. See Comments of Ameritech filed April 24, 1998.

5



IV. STREAMLINED ARMIS REPORTING REQUIREMENTS SHOULD BE
AOOmD AND APPLIED TO ALL INCUMBENT LECs.

The Notice proposes to adopt a $ 7 billion operating revenue threshold for streamlined

ARMIS reporting requirements. The Notice holds that such a threshold would eliminate a costly

burden on mid-sized carriers on a per access line basis while data for nearly 90% ofthe industry

would continue to be reported.9 The Notice proposes

that for carriers that fall below the $ 7 billion threshold, 21 tables on the ARMIS 43-02 (USOA

Report) would be eliminated and such carriers would be allowed to report at a Class B level of

detail the ARMIS 43-02 (USOA Report), the ARMIS 43-03 (Joint Cost Report), and the ARMIS

495A (Forecast Report) and ARMIS 495B (Actual Usage Report). 10 No simplification or

streamlining of ARMIS reporting requirements are proposed for the large incumbent LECs.

Rather, the Notice maintains that the existing reporting requirements (apart from the equal access,

inside wire, and payphone modifications) are necessary for the same reasons the Commission

articulated in the Companion Accounting Proceeding, i.e. statutory obligations of Sections

254(k), 260, 271, 272, 273, 274, 275, and 276 of the Act; the identification of potential cost

misallocations; the larger volume of transactions large incumbent LECs have for competitive

services; audit and verification functions; monitoring the development of competition; and the

burden on the large incumbent LECs not outweighing the Commission's need for data collection

because the large incumbent LECs maintain a level of detail exceeding the Class A level. 11

Additionally, the Notice maintains that the Class A level reporting detail will facilitate the Biennial

9 See Notice at 6, 7.

10 See Notice at 8, 9, 11, 12.

II See Notice at 13. See Also, the Companion Accounting Proceeding.
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Audit Process and assist in administering the rules for universal service, access charges, and

accounting rules. 12

Since the ARMIS reporting requirements are the results ofthe level ofaccounting detail

maintained by the carriers, it was appropriate that the Commission combined the reply comment

cycle ofthe Notice with the Companion Accounting Proceeding. In that proceeding, Ameritech

and other commenters showed that the specific justifications for the retention of Class A

accounting and cost allocation requirements did not withstand scrutiny. 13 The same arguments

effectively dismiss the justifications in this Notice. Therefore, the proposals in this Notice fail to

meet the Commission's obligations under Section 11 ofthe Act.

Class A accounting and ARMIS reporting are not necessary to uphold any statutory

obligations. 14 There are no statutory requirements which even speak to ARMIS reporting let

alone define or specify the level of reporting required. With respect to potential cost

misallocations, retaining a Class A reporting structure on carriers who are no longer on rate of

return regulation makes little practical sense. In any event, a Class B reporting structure would

still maintain a cost-causative allocation methodology. 15 Commenters have also debunked the

justification that retaining a Class A level of detail is necessary due to a higher volume of

transactions for competitive services, by showing a small amount ofactivity for even the largest

LECs!6 Moreover, as previously discussed with the costs for ARMIS reporting,17 Ameritech

12 See Notice at Footnotes 29, 30.

13 See Comments of Ameritech and other RBOCs in CC Docket No. 98-81, filed July 17, 1998.

14 Ibid. 4, 6. See also Comments of GTE at 9, BellSouth at 8, USTA at 9, 10.

IS Ibid. at 7 and Attachmeut 4. See also Comments of SBC at 20, Bell Atlantic at 4, USTA at 7.

16lbid. at 7. See also Comments of SBC at Exhibit 2, Comments of BellSouth.

]7 See Supra at 4.
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showed that there is a real additional and unnecessary record keeping cost associated with Class

A accounting, and nearly all commenters have pointed out that Class A accounting and reporting

detail are even less relevant for carriers under price cap regulation. 1s Finally, the Notice fails to

explain how reporting at a Class A level of accounting will facilitate the Biennial Audit Process or

the administration ofuniversal service, access charges and accounting rules. There is no support

for the assertion19 that Class A ARMIS reporting detail is necessary to administer Class A

accounting. Class B reporting would suffice for this purpose.

With respect to the Biennial Audit Process, the non-discrimination provisions and separate

affiliate requirements do not require a Class A reporting structure and the current extensive

ARMIS reporting structure. The Notice's proposal to delete selected ARMIS 43-02 tables for

mid-sized LECs but not for the large incumbent LECs does not ensure or facilitate compliance

with the non-discrimination and separate affiliate requirements, because the tables proposed for

deletion have nothing to do with the Section 272 requirements. A Class B level of reporting does

not diminish or otherwise impair the Commission's monitoring or oversight functions. 20

v. CONCLUSIQN.

Rapid changes in both regulation, technology, and competition have rendered obsolete

many of the ARMIS reporting requirements, which have their basis in rate of return/cost of

service regulation. The modifications to the ARMIS reporting requirements as proposed in the

18 USTA Comments in the Companion Accounting Proceeding at 22. See also Comments of SBC at 11, GTE at 5.

19 Notice at Footnote 30.

20 See C.F.R. Section 53.209, Biennial Audit.
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Notice do not go far enough in either scope or applicability in any significantly meaningful way to

meet the Section 11 mandate or the pro-competitive deregulatory framework engendered in the

Act. The Commission should adopt the simplification and streamlining proposals ofthe USTA

now. Alternatively, and only as an interim step, the cost of servicelratebase schedules of the

ARMIS 43-02 should be eliminated immediately for no-sharing price cap carriers, and USTA's

proposals implemented no later than December 31, 1999 for all carriers.

Respectfully submitted,

d~!6.Y~/cl:7.
Leander R. Valent
Counsel for Ameritech
9525 West Bryn Mawr, Suite 600
Rosemont, Illinois 60018
(847) 928-4396

Dated: August 20, 1998
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sc:tt as. 91 ~~~

....;.......
OIr.Chl • Rtlula,ory AfWICI

March 13, 1'"

Mr. Xenn.~h P. Moran .
Divlaioft Chief, Acc:ouJlting e4 Auclic.
"Federal C~C&tlOft' c:o-ission
2000 L Street, W. W. - Room 812
W.shingtoft, J) • c: • 2003'

rl.1)t9. ~ 9-~
f!rI!t'O ICCb $- J3 co ~g

Divi.ion o.A- i;- s3f"

IE: 1"8 Biennial ••view of Fee Regul.~ionc

J)ear Hr. Moran.

en FeQru&ry S, ~9", the commi••ion r.leased a li.t ot thirty-one
(31) propo••4 pxoc••41Dgs to be iD1tla~e4 •• part of the 19'8
~i.nnial r.view of r.gu1.t~ (se. General Action, Report No. GN
'1-1, ~.l...ed Febxuary 5, 1"t). The liat of proc••ding_ to be
iD1tlated includes Part 32, Uftlform Systam of Accounts (OSOA), Pa~
C2,AutOma~ed R..po~ing ancl Maftag...nt Info%1D&tion SySt8m (ARMIS),
aDd nepnciaelon. Meri;.ech expec~. that the C:ommcn Carrier Bureau's
Accouneing aDd Audita Divi.ioD will play a significant role in
rtaluating the cbaAge. needec! to he made to the rule. being
eoa.ldered in ch••• proc••ding•• Aaerit.ch off.r. ita thought. on
PftIP08ed rule changes and the &ulytical framework for evaluaeing
ncA change••

AM&'l~.ch .uMa1t. tb&~ a.u.y aeetiOD. o~ ~he Part 32 and PaR 43
nle. &'ad all of tM depnc:1aticm regu1atiou .1Iou14 =t apply ~o
pri.c. cap c&ftJ.en beaaUile of tJle1r fc:nm4aticm. 1%1 ~he coat of .
..nice/rae. of re~Uft riplattn:y paradip. 'rh••• o ••rtiona c~ ·eh.
rul•• , further de1:&11.4 on the a~taehlleftt, no longer have any
practical .ignificaDce or purpo•• for price eap carriers and should
Dot be required.

With respect to ciepr.~1.t1on, ehe CoaDicsion 1a Det required .by
Section 403(cl) of the Ace to pr.aeribe d.preciation rat••• ~ritech

reCoaMDU tat a£.ftc. c:haDse. in depreciation expeMe receive
enc:logeAou. t~••tlleUt under price cap., there is no 1=&518 far t.he
Commi••ion to preecr1be deprec:iatioft rat.. and the existing
re~ireDeAt. .bould be eliminaeed for price C&P carriers (S.. Price
cap Performance aeview far Local Exchange Carriers, Pirst Report and
order, CC Docket No. 94-1 r.l....d April ~, 1995 at Para. 274).

With respect to the. Part 32 accounting rules, the Commission should
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mava to further deregulation with ~h. adoption of the Clas8 I
aoocunt atructure for all ca~rier&. if not immediately, by end of
year 1')1. The ulti_~e goal should be the elimination of a
pnacriMcl &CCCNZI.~iat stzucture. An interim option is for the .
eo.-iaaion to CQDai~ the e~nat1OD 0: cereain sections of Par~

32 ehat an not nl...t for price c:ap cCNIIpanie.. The a.ccoun~

structure doe. not need to be chaDpc1. Rather, not requiring the
application of' c~in ••~ioaa to price cap carriere can be
achieved with 1Di.n1ma1 modification to the 'art 32 rules by adopt.ion
of the followiDgnew ••ction 32.2(g) and ere•• referenced in
identified .eceion- of Part ~2:

32.2 (go) COMfMIIS UNDEJt paIC! GP REGULATION. SECTION 61 OF
'1'HE COMMISSIO!f' S JltJ1,lS, SJWJ, Kar BE $OBJECT TO THOSE
SZCTIOn OJ' PUT 32 SO 10mn'IFIIJ). RATHER., GENERALLY ACCEPTED
ACc:otlNTING PRIXCIPLES SHAU. APPLY.

Tbi. new .ection would elim1nate, as required under Section 11(&) 0:
the Teleco.muaic&t1oaa Act, the application of rules ~h&t do noe
.e:ve the public !Dtere.t. ~ shown on Section (A) (1) of the
attacha.nt. there are three categories of aceoun~in9 conven~ionc

that Ameritech recommend. need not apply to priee cap carriers: (i)
thoae section. where unnece••ary detail i. specified and which
pravi4e no cODsumer benefit (il) tho.. sections where the Ccmmi••1on
r.~ire. no~ificatioQ becauae of revenye requ1reme~ impacts (iii)
~ho&e a.c~ions that impose unnecessary con.traints on carrier
operations.

With respect to the Automated Reporting and Management Information
system (ARMIS) re~., Amer1tech .ubm1~. t~t price ca~ carriere
sho~ld not be required to coepile aD4 file information that i.
r:elevant only for rate of ret.urn carrie-rs. As shown en Section. 8 (1)
of the attachment, aeveral .chedule. CD the ARMIS 43-02 are no
lODger __"i"gfu.l f~ pZ'i~ cap carriers &Dc! should. not. be reqt.lirec1.
~tioaa11y, the~••1OD abou14 continue to move to further
deregulation with the stre&l\l.i1U.ng &Ad cOl\8olic1ation ot the ARMIS
reports int.o • more efficient group1~ of information by and of
year, 19". FCC re,porcs 43-01. 43-02. 43·03, and 43-04 shculd be
consolidated and re,placed.w1th t.wo new annual report•• simila~ly,

'PCC r-;o:t. 43-05, 43-06. 43·07, and 43-08 ahould be eon.olidated.
Th... coft.o114a~10D.will re.ult in the elimination of unnece••ary
aDd 4uplicative 1~fo~ciOD and aceflieient, usable repo~ing

s~ructure (See UD1te4 Stat.. telwpboDe Aa.oQiat1on ARMIS/CAM
SimplificatiCD 'ro.P08al& of May 20, 1"'). A8 with Part 32, ehe
ultimate goal ahoult1 be the elimination of ItRMIS.



..

Ameritech recommanda that the commi••ion move expediciously in
~,iN\in9' to make the deregulatory framework enviaioned in the Act a
reality. With grow1Dg competition, the. continued applic~ticn of
rules tC% selected market p~icipant8 hampers the effeceiven••• of
~ompetitive market. by adding to the coat structure and reducing the
flexibility of ••lec~ed participants, which 1. contrary to the
oy.rar~g goals of che Act.

Amar1t.ch look.· forward to participating in the &nnOunce~

.procHtlins_ and working with lIe=er. of t.he COTftIfti••ion in making t.he
biennial r.Yiew .ucce••ful. Plea.e contact either myself or Mr.
Anthony Ale••i (2Q2/326/3822) if you wish to discus. th•••
suggestions further.

Sincerely,

Ifcr?=n Jf}I Glt~

cc: Mr. ~.yid K. Solomon; Deputy General Counsel
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Attac:hment
Ameritec:h
Report No. GN 98-1
Page 1/2

aie=ni.l Review of Regulation_

A. p~ 32 Accoun~ln9 Rule.

(1) Rules cro••-referenced to new Section 32.2(9) for price cap
companies which can be adopted immediately.

(i) UnDece••a~ Detail, in the lIpecitic:~tion of .ubaccount.
and. subsidiary ncords.

- 32.12(c) Record.
• 32.22(c) Comprehenaive Interperiod Tax Allocation
- 32.11COCc) Temporary Inv.stment.
- 34.2005, Telecommunications Plant Adjustment
- 32.2232(c) Circuit Equ1pmen~

- Other references to aubaccount8 and 8ubsidiary records

(1i) Notification Requirements, with no significance for
price cap ce-panie8.

- 32.16(a) an4 (c), ChaDge. in Accounting Standards.
- 32.25, Unusual Item. and Cont1Dgent Liabilitie.
- 32.2', Hateriali~y
- 32.1438(~), Deferred Maintenance and Retirament6
- 32.2000 (1:) (4), l"elecOlllllNDicat1oZUI Plant Aequired

32.2002(b), Property Held fo~ Future Telecommunication
U••

- 32.S",Cf) (5). Cl.araDc••

(i11) unnecessary Constraints on bu.ine•• praceice••

- 32.2000(.) (tl. In8truceiona for Telecommunications
~l&ftt Account. {expenaelimit for certain support
a••ets)

• 32.2000(») (1-'). Tel.~onmm1eation.Plant Acquired
- 32.2000(d). T.l.c~1~.t1QD.Pl~t Retired
- 32.2000 (e) f Ba.ic Property bc:or4
- 32.2000Cf), StaAda%d Practice. for E.tabli~hing and

Mai1\~aining Continuing Prcparty Record.
- 32.2000(g), ~epreciat1onAccounting
• 32.2000 (h), Amortization Ac:count1n!7
- 32.2000(1), Accounting for Sottware
- 32.2311(f), Staeion Apparatug
,- 32.23'2C~), Otbar Terminal £quipment

(2) Adoption of Cla•• B accounting for all carrier. by end
of year, 1999.



Attac:=ent
Ameritech
Report No. GN 98-1
Page 2/2

Biennial Review of Regula~ion.

I. Part 43 AJtMIS Rul••

(1) Schedules which can be eliminated immediately for price
cap cOftlPanies.

TNal' DI.gip;ion

1-6
I-7

B-2
8-7.

C-l
C-4
C-3
C-4
CAS

B-ll
9-14
B-15
1-3
%-4
I-S

Identity of ae.pondent
Control Over R~.pond.nt

Board of Director.
Stockholder.
Important Ch.nges During
the Year
Statement of Ca~h Flow.
Balis of ChBnge~ tor
Depreciat.ion
Long-Term Debt
Capital Stocle
Stock an4 aeacquired Debt
Pension Coat
Operating Other Taxe.
Prepaid Taxes and Tax
Ar:crual. .
Special Charges
nonaeions or Payment8 for
Service. Rcn~ere4 by Parsons
Other Than Employees

(2) Report Simplif1cat.1= by end ot y.ar, 1"'.
(1)

~ .
CDD.clidatiou of FCC report••3-01, 43-02, .n4 43-04 into
c:m.e DeW asmual %eport. ccm.li.ting of four t:u,l,e: Balance
Sbeet./lBvw.t.mellt, ADalyai. of Pl~t and AcC'W'llulat.ed
~pr.c1ation, Income Statement,·.nd Pootnotee~

.(iiUteplace exist:ing FCC repon 43-03 with conaolid.a.tioft
of income and iuYe.tme~t information and ~he

COIIb1Dat1c:m of the direct, indirect, and generally
allocated columna.

(iii)Elimination of ~he Fce reports 49SA and 49SB.

tiv)conaolidation of FCC report. 43-05, 43-06, ~3-0',
ane! 43-015.
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