
Before the
FEDERAL COMMUNTCATIONS COMMISSION

Washington,D.C. 20554

In theMatterof

)
PresubscribedInterexchangeCarrierCharges ) CC DocketNo. 02-53

) CCB!CPDFile No. 01-12
) RM-10131

AT&T REPLYCOMMENTS

Pursuantto Section1,415oftheCommission’sRules,47 C.F.R.

§ 1.415, AT&T Corp. (“AT&T”) submitsthis replyin responseto the commentsof

otherpartieson theNPRM in thisproceedingregardingthe Commission’sregulation

ofpresubscribedinterexchangecarrier(“PlC”) changechargesassessedby incumbent

local exchangecarriers(“ILEC5”).’

Commentersfrom awide spectrumof interests,includingcarriertrade

PresubscribedInterexchangeCarrierCharges,CC DocketNo. 02-53,

CCB/CPDFile No. 01-12,andRM-10131, OrderandNotice ofProposed
Rulemaking,releasedMarch20, 2002(“Order” and“NPRM”), 67 FR 34665
(May 15, 2002). Commentswerefiled by theAssociationofCommunications
Enterprises(“ASCENT”); the Associationfor Telecommunications
Professionalsin HigherEducation(“ACUTA”); BeaconTelecommunications
Advisors,LLC (“Beacon”);BellSouthCorporation(“BellSouth”); Cincinnati
Bell TelephoneCompany(“CBT”); Hot SpringsTelephoneCompany
(“HSTC”); theNationalAssociationof StateUtility ConsumerAdvocates
(“NASUCA”); theNationalExchangeCarrierAssociationandtheOrganization
for thePromotionandAdvancementofSmall TelecommunicationsCompanies,
filed jointly(”NECAIOPASTCO”); theNationalTelecommunications
CooperativeAssociation(“NTCA”); SBCCommunications,Inc. (“SBC”);
Sprint Corporation(“Sprint”); the OfficeoftheAttorney Generalofthe Stateof
Texas(“TexasAG”); Verizon;and WorldCom.
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associations,2individualIXCs,3 public agencies,4andrepresentativesofnumerous

customers5all supporttheCommission’srecognitionin this proceedingthat thecurrent

non-costbased$5.00“safeharbor”for PlC changechargesis anoutmodedrelic ofthe

immediatepost-divestitureerathat canno longerbepermittedto continuein the

current,intenselycompetitivetelecommunicationsmarketplace.Like AT&T, these

othercommentersalsorecognizethat theCommissionshouldrequireILECs to

establishPlC changechargesat acost-basedlevel that eliminatetheanticompetitive

subsidyinherentin thecurrentsafeharbormechanism,createappropriateincentivesfor

ILECsto performPlC changesin an efficient manner,andavoid creatingartificial

economicdeterrentsto customers’exerciseofchoiceamongtelecommunications

providers.6

2 ~Sç~ASCENT,p.1 andn.1.

SeeAT&T, pp 1-2; WorldCom,pp. 1-2.

SeeNASUCA, pp.2-3;TexasAG, pp. 1-2.

SeeACUTA, pp. 1, 3.

6 AT&T alsoshowed(pp.7-8) that establishinganewsafeharborlevel for PlC

changechargeswould effectivelyimmunize suchILEC ratesfrom further
revisionabsentanotherrulemakinglike thisproceeding,andtherebyundermine
theCommission’sobjective“to establishastandardthat doesnot require
continuousrevisionastechnologyevolves.” NPRM, ¶ 16. SomeILEC
commenterserroneouslyassertthat sucha safeharbormustbe maintainedto
avoid theneedfor agencyreviewofindividual carriers’cost-supportedtariffs
forPlC changecharges.$~,~ Sprint p. 11. But theCommissionstaff in
its discretion,maypermit carrierinitiatedratesthatfall belowa generalcost-
basedguidelineestablishedin this rulemakingto takeeffect, and scrutinizeonly
thosetariffs that exceedthatthreshold,without creatingthe de factoimmunity
from furtherregulatoryscrutinythat asafeharborwould necessarilycreate.



3

Predictably,thesoleoppositionto eliminationofthecurrentsafeharbor

comesfrom theILECs. However,ratherthancomplyingwith the Commission’s

request(NPRM, ¶ 16) for specificcostinformationthat is exclusivelywithin those

carriers’ control, theILECSrely virtually entirelyon thesamethreadbarearguments

thatthe Commissionhasalreadytwice rejected,first in theMCI ComplaintOrder7and

againin its OrdergrantingCompTel’spetitionto initiate this rulemaking.8 To thevery

limited extentthat any ILEC evenpurportsto submit costdata,however,that

informationonly confirmsthatthecurrentsafeharbormechanismperpetuatesPlC

changechargesat levelsthatfar exceedanymeasureofforward-lookingincremental

costof implementingthosecarrierchangesefficiently.

For example,ILEC commentersraiseanewtheirdisreputableclaimthat

thecurrentsafeharborshouldbe retained(or eventhatthelevel shouldbe raised)asa

deterrentto “excessive”PlC changesby customers.9TheCommissionhasalready

concluded,however,that sucharationaleis facially inadequateto justify retentionof

thecurrentsafeharborlevel. 10 Moreover,astheTexasAG correctlynotes(p. 2), in

MCI TelecommunicationsCorp. v. U S WESTCommunications,Inc., 15 FCC
Rcd 9328(2000)(“MCI ComplaintOrder”).

8 ~ CompTelFiles Petitionfor RulemakingRe: PresubscribedInterexchange

CarrierCharges,RM No. 10131,CCBICPDFile No. 01-12,PublicNotice,16

FCCRcd 11085 (2001)(”CompTelPetition”).

$~,~ BellSouth,p. 2 (arguingthat PlC changechargeshouldbe permitted
“to deviatefrom cost[]to discourageexcessiveamountsofshifting backand
forth betweenand amonginterexchangecarriers”).

10 TheConmiissionnotedin theOrdergrantingCompTel’srulemakingpetition
that discouraging“excessive”switchingby customershasbeen“called into

(footnotecontinuedon following page)
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thecurrenthighlycompetitivelong distancemarket,“theideaofpreventingexcessive

switchingsimply hasnoplace.” Thereis no policy basisfor theCommissionto

substituteits regulatoryflat for decisionsby subscribersregardingthenumberofPlC

changesthatthosecustomersmaydecideto make;thereis evenlessbasisfor the

ILECs to arrogatesuchadeterminationto themselves.

Indeed,theILECs shouldbeindifferentto thenumberoftimes that

customersavail themselvesoftheoptionto changetheirPlC undercost-basedratesfor

that service. NASUCA correctlypointsout (p. 2) that “so long asLECsarereimbursed

for the incrementalcostofswitchingcustomersfrom oneIXC to another,the level of

switching— whateverthat levelmaybe— cannotbe deemedexcessive.”Thefact that

theILECs continueto raisethebogusargumentthat customersmustbedeterredfrom

switchingcarrierstoofrequentlyspeaksvolumesabouttheirrealmotivesin opposing

adoptionofcost-basedPlC changecharges.

(Footnotecontinuedfrom precedingpage)

question”by thechangesto thecompetitivelandscapesincethe safeharborwas
adopted.” As statedthere,“{t]his Conmiissionrelieson thefiercely competitive
natureofthelong distancemarketto ensurereasonablepricesfor consumers,”
and“the ability ofendusersto changecarrierseasilyhascontributedto the
competitivenessof thatmarket.” Order,¶IJ 8, 12.

SeealsoASCENT,p. 15 n. 35 (“[I]n light oftheCommission’scommitmentto
safeguardingtheright ofconsumersto configuretheirtelecommunications
servicerelationshipsastheyseefit, therecanbe no suchthing asan ‘excessive’
PlC change”).
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Equallybankruptis theILEC’s argumentthat thepresentsafeharbor

shouldberetainedor expandedasa deterrentto slamming.’2 Theshort — and

dispositive— answerto this claimis that theCommissionhasalreadyprescribedthe

processfor enforcingtheprohibitionsagainstunauthorizedcarrierchangesand

redressingcustomerallegationsof slamming.’3 PlCchangechargeshaveno role to

play in that enforcementandremedialmechanism.

TheILECS also assertthat marketplaceforcesaresufficientto constrain

PlC chargeratesto reasonablelevelsor, in the alternative,that thoseratesshouldbe

placedunderpricecapregulationin lieu ofcostofservicepricing.14 Bothclaimslack

merit. As AT&T showed(p. 2 n.5),becausePlC changescanonly be implementedby

a subscriber’slocal serviceprovider,the emergingcompetitionin the local services

marketprovidesno effectiveconstrainton currentPlC changechargelevels.

Moreover,asNASUCA (p. 6) correctlypointsout,”{e]ven wherethereis local

12 SBC, p. 3, (“Lower PlC-changechargescouldencouragemoreslamming

activity on thepartof IXCs”);. id., p. 11 (“A reductionin the$5.00safeharbor
couldactuallyresultin increasedslammingactivity, sincetheassociatedPlC-
changefeeswould belower”).

13 SeeImplementationofthe SubscriberCarrierSelectionChangesProvisionsof

theTelecommunicationsAct of 1996:PoliciesandRulesConcerniflg
UnauthorizedChangesofConsumersLong DistanceCarriers,14 FCC 1508
(1998)(”SlammingOrder”), recon. 15 FCCJIcd 8050(2000)(”Slamming
ReconsiderationOrder”).

14 $~Sprint,pp. 4-5 (arguingthat “competitivemarket”demonstrates
reasonablenessofcurrentsafeharborlevel); BellSouth,p. 2 (claiming“the
Commissionshould adoptamoremarket-basedapproachto PlC change
charges”);j~,p. 3 (assertingthat “price capregulationaffordssufficient
regulatoryoversightto insurereasonablecharges”).
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competition,marketforcesareunlikely to disciplinethecarrierchangecharge”since

the carrierchange“is hardlyaprominentfeatureofa local carrier’srates”and,thus,

thepropositionthat it would affect a customer’schoiceoflocal provideris

“fundamentallyfar-fetched.”5

PricecapregulationofPlC changechargesis equallyimpermissible.

WhentheCommissionadoptedpricecapregulationofthemajorILECs, it excluded

thePlC changechargefrom theapplicationofthecapsbecausetheseassessments

“representa directchargeto endusers,”ratherthanon carriers,andthat thesecharges

are“very different from thebroadersystemofinterstateaccesstariff offerings” to

which incentiveregulationcouldbeapplied.’6 Forthesereasons,the Commissionheld

thatPlC changechargesshould“continueto beregulatedunderatraditionalapproach”

basedon thecostofthoseservices,’7Nothingthat hasoccurredin morethana decade

sincetheCommissionissuedthoserulings providesanybasisfor disturbingthese

conclusions.To thecontrary,despitetheCommission’sfinding in theMCI Complaint

Orderthat ILEC PlC changecostshavemarkedlydecreasedduring this period,

applyingpricecapsto PlC changechargeswould allow theILECsto substantially

‘~ As AT&T alsoshowed(pp. 7-8 & n.13), andasNASUCA confirms(p. 4 n.10),
theformal complaintprocessis likewiseinadequateto assurejust and
reasonablePlC changechargesdueto theevidentiaryandproceduralburdens
ofthatprocess.

16 SeePolicyandRulesConcerningRatesfor DominantCarriers,5 FCCRcd

6786,6810(1990),recon.6 FCCRcd 2637,2715 (1991).

‘~‘ See6FCCRcdat27l6.
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increasePlC changechargesto endusers,subjectonly to makingoffsetting

adjustmentsin carrieraccesscharges.

TheILECsfurthercontendthat theyshouldbeableto recoverthrough

theirPlC changechargesahostofpurportedcoststhat haveno placein determining

theratelevel for that service. In particular,thesecarriersassertthatthePlC change

safeharborshouldbe retainedat its currentlevel to allow themto recoverthecostsof

investigatingslammingallegations.’8As ASCENT(pp. 10-15)andNASUCA (p. 4 n.8

andpp. 8-9)demonstrate,however,theCommissionhasobviatedany legitimaterole

by ILECs in “investigating”slammingallegations,andhasinsteadallocatedthat

obligationamongthe authorizedandunauthorizedcarriersandpublicagencies.’9

Accordingly,noneofthesepurportedinvestigativeexpensesshouldbetakeninto

accountin computingacost-basedPlC changecharge.

Similarly, the ILECsclaim thattheirPlC changechargesshouldbe

allowedto recoverall manualprocessingrequiredonworkingtelephonenumbersfor

18 ~ NTCA, p. 3 (claimingthat currentsafeharboris “neededto recoverthe

costsassociatedwith respondingto the increasednumberofcustomer
slammingcomplaintsandinquiriesaswell asthecostof slamming
investigationsconductedby ILECs”); Verizon, p. 7 (statingthat PlC change
charge“alsoshouldincludethe costsincurredby the [LECI in resolving
slammingcomplaints”);Sprint,pp. 9-10(arguingthat “relevantcosts” ofPlC
changechargeincludeactivities“to investigateandrespondto slamming
complaints”);SBC,p. 9 (“Costsborneby executingILECsto processslamming
allegationsinvolving interstatetoll accountsshouldbe recoveredthroughthe
PlC-changecharge”)

‘~ SeeASCENT,pp. 10-11 (citing SlammingOrderand Slamming
ReconsiderationOrder). Moreover,asASCENTalso pointsout (p. 11), thereis
no policy justificationfor allowing only theILECsto recoversuchinvestigative
costswherethoseexpensesarealsoborneby IXCs.
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whichaPlC freezehasbeenimplemented.2°As athresholdmatter,this “problem” is

largely oneofthe ILECsown creation,becauseasNASUCA pointsout (p. 8) “there

appearto benumerousinstanceswheretheILEC hasplacedaPlC freezeona

customer’saccountwithoutthecustomer’sconsent.”Moreover,therecordin this

proceedingdemonstratesthat theILECs’ rhetoricgreatlyoverstatesthe extentto which

PlC freezescontributeto manualprocessingofPlC changes;asCBT (p. 4) is

constrainedto admit,suchfreezesresultedin rejectionofmechanizedPlC changesfor

only 9.4 percentof its totalcarrierchanges.Finally, includingthe manualprocessing

costsassociatedwith PlC freezesby theminority ofcustomerswho havein factelected

that optionthroughchargesassessedon~llcustomerswho changetheirIXC is squarely

at oddswith theCommission’slongstandingregulatorypolicy that accessratepayers

shouldonly bechargedfor theserviceelementsthat theyactuallyuse.2’

TheILECs’ commentsgenerallyfail to provideanyfactualcost

showings,relying insteadalmostexclusivelyon narrativedescriptionsoftheirPlC

changeproceduresin an effort to demonstratethat theseservicesnecessarilyentail

20 SeeBellSouth,p. 6 n,2 (assertingthat PlC freezecosts“areassociatedwith the

PlC changefunctionandthereforeproperlyrecoverablethroughthePlC change
charge”);SBC, p. 6 (“costsassociatedwith theplacementorremovalofPlC
freezesshouldbe recoveredvia thePlC-changecharge”);Verizon, p. 6 (“the
PlC chargeshouldrecoverthecostsofadministeringPlC freezes,including the
costofenteringthePlC freezeandremovingit whenacustomerchanges
[IXC]”). Seealso CBT, p. 4 (discussingPlC changessubmittedby IXCs that
arerejected,andthereaftermanuallyprocessed,dueto PlC freezes);Sprint,pp.
6-7 (same).

21 See,~ InvestigationofAccessandDivestitureRelatedTariffs, 97 F.C.C.2d

1082(1984);MTS andWATS MarketStructure,CC DocketNo. 78-72,Phase
I, Third ReportandOrder,FCC82-579(releasedFebruary28, 1983).
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costsat, orevenabove,thecurrentsafeharborlevel..22 Thesepurportedjustifications

arelittle morethanprocessflows that provideno insight into the amountofwork

actuallyinvolvedin performingthosefunctions,ortherelatedcosts.23

To thelimited extentthattheyprovideanycostinformation,moreover,

thosedataappearto beoverstatedwhencomparedto otheravailableinformationabout

thecostsofevenmorecomplexcustomermigrations.24But in all events,theILEC

filings lay barethattheirclaimedcostsarenot basedon forwardlooking, incremental

22 SeeBellSouth,pp. 5-6; CBT, pp. 3-5 andAppendixA; HSTC, AttachmentA;

Verizon,AttachmentsA-F.

23 In manycases,theILEC filings aretransparentlycalculatedto embellishthe

amountofworknecessaryto implementaPlC change.For example,in
Verizon’s filing thetransferof recordsorrequestsfrom onesystemto another
for VerizonWest(theformerGTE) is describedastwo discretesteps,onefor
“sending”andanotherfor “receiving” thosedata. Similarly, the“switch
interface”is identifiedasa separateentity from theswitch itself sothatwhen
PlC changesaresentfrom theswitchto theSubscriptionServices(“SS”)
system,atotal offour separatestepsaredescribed.As aresult,thedescription
indicatesthat VerizonWestrequires26 stepsto processan IXC-iitiatedPlC
change,while thesameprocessrequiresonly 13 stepsfor VerizonEast(the
formerBell Atlantic).

24 For example,Verizon’sAttachmentC indicatestheapplicableratesfor various

“conversionasis” functionsallegedlyanalogousto a PlC changerangeup to
$34.71 in Massachusetts;$24.70in Maryland;$58.56in New Jersey;$ 35.90 in
New York; and$27.25in Pennsylvania.But theunbundlednetworkelement
(“UNE”) non-recurringcharges(“NRCs”) in thosestatesfor totally migrating
existinglocal customersfrom Verizonto a competinglocalcarrierrangefrom a
low of$1.06(in Pennsylvania)to a high of $6.70(in Maryland). Discrepancies
ofthis magnitudebetweenVerizon’s allegedcostsof implementingPlC
changesandthefar morecomplexcustomermigrationprocesspoint to serious
overstatementby Verizonofthe costsunderlyingPlC changecharges.
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costingmethodsthat rely on themostefficientavailabletechnology.25As both

NASUCA (p. 5) and WorldCom(p. 7)underscorein theircomments,relianceon the

mosttechnologicallyefficientmethodologyis necessaryto assureconsistencywith the

Commission’spolicies,in particularwith respectto implementationofPlC changes.26

Mandatingthat ILECs adhereto thisstandardwill eliminatethe currentanticompetitive

subsidyinherentin the currentsafeharborratelevel, andprovideappropriate

efficiencyincentivesfor ILECs whenthosecarrierseffectuatePlC changes.

WHEREFORE,for thereasonsstatedaboveandin AT&T’s Comments,

theCommissionshouldrequireILECs to refile theirtariffs for PlC changecharges

with full costsupportpursuantto Section61.38oftheCommission’sRules(47 C.F.R.

§ 61.38)andshouldadoptguidelinesfor reviewofthoseproposedratelevelsthat

reflect forwardlooking incrementalcostsandthemosttechnologicallyefficientprocess

for implementingPlC changes.

25 See,~ SBC, p. 6 (“the overall costsfor processingPlC changesshould

includenot only costsdirectly incrementalto provisioningaPlC change,but
alsoa reasonablepercentageofacarrier’stotal companycommoncosts”);
Sprint,p. 14 (claimingneedto recoverfixed systemcosts).

26 SeeSlammingOrder,14 FCCRcdat 1572 (IJ 105)(statingthat theConmñssion

expectscarriersexecutingPlC changesto “us{eJ themosttechnologically
efficient meansavailableto implementchangesto subscribers’
telecommunicationsservices”).
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Respectfullysubmitted,

AT&T Corp.

By Is! PeterH. Jacoby
Mark C. Rosenblum
PeterH. Jacoby
Room 1134L2
295 NorthMapleAvenues
BaskingRidge,N.J. 07920
Tel. (908)221-4243
Fax(908) 221-4490

Its Attorneys

July 1, 2002
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