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The United States Telephone Association (USTA) respectfully submits its reply to

comments filed August 20, 1998 in the above-referenced proceeding.

In its comments, USTA urged the Commission, pursuant to Section 11 of the

Telecommunications Act of 1998 and the pro-competitive, de-regulatory national

telecommunications policy established by that statute, to eliminate the ARMIS reports for all

incumbent LECs. As USTA and many commenting parties explained, the reports have outlived

their usefulness, pose unnecessary and costly administrative burdens and provide an advantage to

the competitors of incumbent LECs since those competitors do not have to expend the resources

to file such reports and do not have to reveal the competitively-sensitive data contained in those

reports.

USTA explained that the Commission's proposals provided a good first step for mid-

sized carriers, but did not go nearly far enough to meet the Section 11 mandate. Most of the
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commenting parties agreed with USTA's analysis. 1 While the General Services Administration

stated that streamlining of the ARMIS reports should not be permitted for the largest incumbent

LEes, USTA does not agree that the largest LECs should be required to prepare and file the

current ARMIS reports. As the record fully explains, the current ARMIS reports are not required

to fulfill any statutory obligations contained in the 1996 Act. It makes little sense to only require

carriers which are· subject to price cap regulation to continue to prepare and file these reports

when price cap regulation breaks the link between costs and prices and there is no evidence to

suggest that price cap regulation has in any way reduced the high quality service which the

incumbent LECs traditionally have provided to their customers.

USTA also provided proposals to streamline the reports, if retained, to eliminate

duplication and ensure a meaningful reduction in the regulatory burden. USTA proposed that the

Commission consolidate the current financial reports into a single, annual report. The new report

would: eliminate cash flow information which is available from external sources; eliminate

demand data since usage and lines are reported in the Tariff Review Plans; eliminate tables

related to rate of return regulation; eliminate the plant and depreciation reserve tables; reduce the

Part 69 reporting categories from sixteen to six; reduce the Part 64 level of detail; eliminate the

Joint Use Forecast and Actual Reports, and utilize the Class B level of detail. USTA also

proposed to streamline the ARMIS network reports by eliminating Tables I, II, III, IV.A and V of

the 43-05; the 43-06 report; Tables I, II, III and IV of the 43-07; and columns d through 0 of

Table I and Tables II, III and IV of the 43-08. Several other parties recommended significant

IALLTEL at 3, Ameritech at 5, Bell Atlantic at 1-2, BellSouth at 2, Cincinnati Bell at 3,
GTE at 3, ITTA at 2, Sprint at 4 and US WEST at 7.
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streamlining and consolidation of the ARMIS reports.2 USTA also supports the

recommendations of BellSouth and Cincinnati Bell to place a limit on revising old reports.3 The

burdens imposed by the current ARMIS reports are particularly unreasonable when incumbent

LECs are forced to refile old reports.

USTA supported the Commission's proposal to eliminate the paper filing requirements

and to transition to an electronic-only reporting program. As USTA pointed out, this will

provide a modest reduction in administrative costs. However, USTA agrees with GTE that the

Commission must not require any system modifications in order to make an electronic filing that

would increase a carrier's costs. The purpose oftransitioning to an electronic-only reporting

system should be to reduce costs, not increase them. For that reason, USTA opposes AT&T's

request that incumbent LECs submit ARMIS reports in LOTUS spreadsheets. AT&T should be

responsible for converting to LOTUS from the standard the Commission selects for the Internet

posting platform. That standard should be non-software dependent.

Only two parties suggested that the Commission retain the ARMIS reports. Neither party

provides adequate justification for their assertions. AT&T claims that the ARMIS reports are

required to ensure that rates are just and reasonable.4 AT&T's claim is incorrect. The

Commission utilizes the tariff process to scrutinize incumbent LEC rates. And, AT&T itself has

argued that price cap regulation, without sharing, is sufficient to ensure that rates are just and

2Comments ofAmeritech, BellSouth and SBC.

3BellSouth at 6-7 and Cincinnati Bell at 4.

4AT&T at 7.
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reasonable.5

MCI claims that reducing the level of reporting ;detail from the current Class A to Class B

reporting would eliminate cost and revenue detail which the Commission has relied on in the

past.6 ARMIS is not required to provide such information. As noted above, the Commission can

utilize the tariff process to request cost and revenue information it determines is necessary to

ensure that rates are just and reasonable. Any information which may be required to justify a

low-end adjustment under the price cap rules should be filed with the request. ARMIS reports

are not required to support such a filing. In addition, the use of Class A accounting and reporting

is not required to provide information on either billing and collection revenues or pole

attachment fees. Class B accounting and reporting provides information on total billing and

collection revenues which is sufficient. Many entities, such as electric, gas and water utilities,

own or control poles or conduit which are not subject to the Commission's Class A accounting or

reporting requirements. There is no reason for the Commission to use calculating pole

attachment fees as an excuse to maintain Class A accounting and reporting requirements.

Finally, ARMIS is not needed to develop SLC rates. These rates are based on a forecast and the

Commission has not adopted a standard methodology to forecast SLC rates. ARMIS contains

historical data.

Contrary to MCl's claims, Class A detail is not necessary to estimate avoided costs, or to

improve cost allocations. Avoided costs are relevant in the state jurisdiction and there is no

5Comments ofAT&T, CC Docket No. 93-251, December 10, 1993 at 11-12.

6MCI at 3-4.
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reason for the Commission to require Federal reporting of state issues. The CAM provides much

more information on how costs are allocated by cost pool than the ARMIS reports. There is no

reason to duplicate this information in ARMIS. Cost allocations can only be improved through

streamlining, not through maintenance of the current Class A requirements.

MCI also claims that Class A reporting is necessary to track competitive changes.

However, the Commission is considering adopting a local competition survey which would apply

to all LECs, including CLECs.7 Clearly, the current ARMIS reports are not designed to track

competitive changes. Forcing incumbent LECs to make competitive information public places

these LECs at a disadvantage in the marketplace. If the Commission is to implement a pro-

competitive, de-regulatory telecommunications policy, it must consider the competitive effect of

its requirements and eliminate those which are in any way contrary to that policy. If the

requirements will enhance that policy the Commission should impose the least burdensome and

least costly means to obtain information and ensure that any requirement is justified based on a

cost/benefit analysis.

MCl's claim that the ARMIS infrastructure reports are required to meet the

Commission's statutory responsibilities under Section 254(c)( I) is also incorrect.8 There is

nothing in that section which requires the submission of annual ARMIS reports. In fact, the

Commission itself recognized in its Universal Service Order that "complying with reporting

7public Notice, CC Docket No. 91-141, CCB-IAD File No. 98-102, DA98-839 (reI. May
8, 1998).

8MCI at 8.
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requirements is burdensome for carriers... "9 The Commission noted that it would not impose any

additional reporting requirements and that it would utilize surveys or statistical analysis to make

the evaluations necessary under Section 254(c)(1) and encouraged the states to provide

information necessary to re-evaluate the definition of universal service.

It is ludicrous to argue that forcing incumbent LECs to update the infrastructure reports is

the only way the Commission can ensure that incentive regulation continues to encourage

incumbent LECs to develop their infrastructure and promote innovation. 10 Unnecessary

regulations, such as the ARMIS reports, impede carrier efforts to invest in the infrastructure and

offer new services. Resources must be diverted from providing customers with the services they

demand, in order to compile, maintain and file these reports. Any competitive information which

can be obtained from the reports is used by the competitors of incumbent LECs to thwart their

efforts. The competitive marketplace provides ample incentives for all carriers to provide

innovative and high quality products and services to retain current customers and to obtain new

ones. If the Commission wants to encourage carriers to deploy advanced telecommunications

services, it should direct its efforts toward the elimination of regulatory barriers. Imposing

additional regulatory requirements only provides disincentives for carriers.

9Federal State Joint Board on Universal Service, CC Docket No. 96-45, Report and
Order, (reI. May 8, 1997) at ~ 107.

IOMCI at 8.
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Based on the forgoing, USTA urges the Commission to eliminate the ARMIS reports, or,

at the very least, adopt the streamlined reporting proposed in USTA's comments.

Respectfully submitted,

Its Attorneys:

September 4, 1998

Lawrence E. Sarjeant
Linda L. Kent
Keith Townsend
John W. Hunter

1401 H Street, NW, Suite 600
Washington, D.C. 20005
(202) 326-7248
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