
Beforethe
FEDERALCOMMUNICATIONS COMMISSION

Washington,D.C. 20554

In theMatterof )
)

2004 BiennialRegulatoryReview ) WC DocketNo. 04-179
RegulationsAdministeredby the )
Wireline CompetitionBureau )

AT&T REPLY COMMENTS

Pursuantto the CommissionsMay 11, 2004 PublicNotice (FCC 04-105),

AT&T Corp. (AT&T) submitsthis replyto thecommentsfiled by theVerizonTelephone

Companies(“Verizon”) in the Commission’s2004 comprehensivebiennial review of

regulationsadministeredby the Wireline CompetitionBureau(“Bureau”) in accordance

with Section11 of theCommunicationsAct (47U.S.C. § 161).’

As it has in the past, Verizon once again seeks to convert the

Commission’sbiennial review processinto a vehicle for subvertingmajor partsof the

Commission’s regime for the preservationof competition in accordancewith the

agency’sstatutoryobligationundertheTelecommunicationsAct of 1996.2 Specifically,

Verizoncontendsthat the Commissionshould substantiallyeliminateTitle II regulation

1 In addition to the commentsfiled by AT&T and Verizon in the initial comment
cycle, theKansasCorporationCommission(“KCC”) also filed comments.

2 In the 2002 biennialreview, Verizonclaimedthat the Commissionwas required

underSection11 to conducttheequivalentof a newrulemakingproceedingto re-
adopteachandeveryrule that theCommissiondesiresto retain failing which all
such regulations would be deemed repealed by operation of law. The
Commissionrejectedthat extremeand untenableconstructionof its role under
Section 11. SeeThe 2002 BiennialRegulatoryReview,GC DocketNo. 02-390,
Report,FCC 02-342(rel. March 14, 2003 (“2002 Report”). The Commission’s
determinationin the 2002 Reportwasaffirmed on appellatereview. SeeCelico
Partnership,d/b/a VerizonWirelessv. FCC, 357 F.3d88 (D.C. Cir. 2004).
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of broadbandservicesprovidedby BOCs, including compliancewith nondiscrimination

obligations under the Commission’sComputer Inquiry decisions.3 Further, Verizon

requests that the Commission “reform” pricing for unbundled network elements

(“TiNEs”) by eliminatingTELRIC rules.4 As evenVerizon is constrainedto admit, its

claims here“largely echo” those Verizonmadein the 2002 biennial review.”5 In fact,

Verizon’s filing is almost a verbatim rehashingof its argumentsin support of these

proposalsthat it submittedto the Commissiononly this pastApril in the pending2002

biennialreview.6

The relief that Verizonrequestsin this proceedingshouldbe rejectedout

of hand. As AT&T haspreviouslydemonstrated,7the appropriateforum in which the

Commissionshould addresssuchmattersis throughnoticeandcommentrulemakingsor

VerizonCommentsat6-24.

Id. at 24-36.

Id. at 1. In a notabledisplayof hubris, Verizonasan afterthoughthasengrafled
on its currentcommentsanargumentthat the Commission“shouldmovetoward
theeliminationof all economicregulation”becausecompetitivemarketforcesin
local exchangeand othermarketseffectivelyconstrainthepricesthatVerizonand
othercarriersmaycharge. SeeVerizonCommentsat iii (emphasissupplied); id.
at 3 and 36-37. Verizon’sargumentis bereftof supportandaskstheCommission
to ignorethe seriousdamageto emerginglocal competitionthat hasresultedfrom
theCourtof Appeals’decisionin theTriennialReviewproceeding.

6 CompareVerizonCommentsin 2004BiennialRegulatoryReviewofRegulations

Administeredby the Wireline CompetitionBureau,WC DocketNo. 04-179,filed
July 12, 2004, with Verizon Commentsin 2002Biennial RegulatoryReviewof
RegulationsAdministeredby the Wireline CompetitionBureau,WC DocketNo.
02-313(“2002 BiennialReview”) filed April 19, 2004.

SeeAT&T ReplyCommentsfiled May 3, 2004in 2002BiennialReviewat 3-4.
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similar proceedingsthat allow for participation by all interestedparties and for the

Commissionto compileafull recordfor decision.8

Indeed, the Commission has previously instituted such a rulemaking

processwith respectto regulation of the deploymentof broadbandservices.9 The

Commissionalso alreadyhas pendingbefore it a rulemakingon TELRIC pricing in

which it has compiled an extensiverecord.’° Additionally, Verizon in 2003 filed a

petition requesting“forbearance” from cost-basedUNE rates -- but in fact seeking

promulgationof entirely new compensationand use restriction rules -- on which the

8 AT&T alsodemonstratedtherethatthe2002BiennialReviewwasan improper

forum for Verizonto raiseits indiscriminateattacksonbroadbandregulationand
TELRIC pricing for the additionalreasonthattheCommission’sNPRMwas
essentiallylimited to addressingcertainspecificproposalsraisedin theBureau’s
WCBStaffReport. SeeBiennialRegulatoryReviewofRegulationsAdministered
by the Wireline CompetitionBureau,NoticeofProposedRulemaking,WC
DocketNo. 02-313, FCC03-337(rd. January12, 2004)(”January12 NPRA’J”);
Wireline CompetitionBureau, FederalCommunicationsCommission,Biennial
RegulatoryReview2002,WCB DocketNo. 02-313,CG DocketNo. 02-390,Staff
Report,DA 03-804,datedDecember31, 2002(“WCB StaffReport”).

SeeAppropriateFrameworkfor BroadbandAccessto theInternetover Wireline
Facilities; UniversalServiceObligationsofBroadbandProviders; ComputerIII
Further RemandProceedings:Bell OperatingCompanyProvisionof Enhanced
Services;1998 BiennialRegulatoryReview— ReviewofComputerIII and ONA
Safeguardsand Requirements,CC DocketNos. 02-33, 95-20and 98-10,Notice
of ProposedRulemaking, FCC 02-42 (rel. February 15, 2002) (“Broadband
Rulemaking”).

Reviewofthe Commission‘s RulesRegardingthePricing of UnbundledNetwork

ElementsandtheResaleofServicesbyIncumbentLocal ExchangeCarriers, WC
Docket03-173,NoticeofProposedRulemaking,FCC03-224(rd. September15,
2003) (“TELRIC NPRIVJ”). In the pleading cycle on the pending TELCRIC
NPRM, AT&T alone has filed over 1,000 pages of comments and reply
comments,with supportingdeclarationsand other data. SeeAT&T Comments
filed December16, 2003; AT&T ReplyComments,filed January30, 2004.
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Commissionrequestedand obtainedextensivepublic comments.11 And in the wake of

the Court of Appeals’ remand decision in the Triennial Review proceeding, the

Commissionis expectedimminentlyto initiate a rulemakingto prescribeinterim rulesfor

UNE pricing. TheCommissionshouldrefuseto countenanceVerizon’s latestattemptto

misusethebiennialreviewprocessto subverttheCommission’sprocessfor evaluatingin

an orderly manner issuesthat are so critical to the preservationof competition in

telecommunicationsmarkets.

Verizon’s proposalsfor “specific rule changes”are equally meritless.

Thus, Verizonassertsthat the Commissionshould repeal,or modify significantly, many

of its accountingand ARMIS reporting requirements,including the requirementthat

LECs maintain “Class A” accountsand report that information in their ARMIS filings;

that Bell OperatingCompanies(“BOCs”) maintain Cost Allocation Manuals(“CAM”),

and that incumbentLECs maintaincontinuingpropertyrecords.’2 Theseproposalsare

simply anotherattemptto stagean “end run” on theCommission’sconsiderationofsuch

accountingissuesandrelatedreportingrequirementsin otherpendingproceedings.

As Verizon acknowledges,’3the Commissionhas conveneda Federal-

StateJoint ConferenceonAccountingIssues(“JointConference”)to provideaforum for

SeeVerizon’s “Petition for ExpeditedForbearancefrom theCurrentRulesfor the
UnbundledNetworkPlatform,” filed July 1, 2003;PublicNotice,DA 03-2189
(rel. July 3, 2003)(requestingcomments).

12 VerizonComments,Exhibit B at 2-6.

U Id. at 1-2
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improving the accuracyand completenessof accountingdatafor regulatorypurposes.’4

The Joint Conferencehasrecommended,and the Commissionhas adopted,certain

changesto its accountingrulesasaresultof thatproceeding.However,the Commission

has declinedto engagein wholesalerepeal or adoptthe substantialchangesin those

proceduresthat Verizonproposeshere. To the contrary, less than two monthsago the

Commissionreleaseda decision in that proceedingadopting the Joint Conference’s

recommendationthat it reinstate severalClass A accountsthat the Commissionhad

previouslyorderedbe eliminated.’5

Similarly, the Commissionin that decisionimplementedcertain specific

changesto the ARMIS reports, but it retainedthat reporting mechanismand even

reinstatedsome ARMIS reporting requirementsthat it had previously orderedto be

eliminated.’6 The Commissionalso theredenieda petition filed by Verizon and other

BOCsseekingreconsiderationof aprior Commissionorderrequiringadditionalreporting

throughARMIS ofinformationregardingbroadbandinfrastructure.’7

SeeFederal-StateJoint Conferenceon AccountingIssues,WC DocketNo. 02-

269, Order,17 FCCRed 17025 (2002).

IS See Federal-StateJoint Conference on Accounting Issues, 2000 Biennial

RegulatoryReview— ComprehensiveReviewoftheAccountingRequirementsand
ARMIS Reporting Requirementsfor Incumbent Local Exchange Carriers:
PhaseII, Jurisdictional SeparationsReformand Referral to the Federal-State
JointBoard, Local CompetitionandBroadbandReporting, WC DocketNo. 02-
269, CC Docket Nos. 00-199,80-286, 99-301,Reportand Order, FCC 04-149
(rel. June24, 2004)(”June24 Order”).

16 Id., ¶ 53.

Id., 11 57.
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TheserecentCommissionactionsunderscorethe mendacityof Verizon’s

claim that ARMIS reporting is unnecessaryfor regulatorypurposes. ARMIS dataare

central to the implementationof virtually every one of the Commission’sregulatory

initiatives implementingthe 1996Act. As theCommissionhasexplained:

“[W]e believethatcontinuingto requireARMIS reports.. . is
necessaryto provideuswith thefinancialandoperatingdata...
to administer[the Commission’s]. . .accounting,costallocation,
jurisdictionalseparationsandaccesschargerules, andto preserve
ourability to monitorindustrydevelopmentsandquantifythe
effectivenessof alternativeregulatoryproposals.”8

State regulatorslikewise rely on ARMIS datato carry out their obligationsunder the

1996Act.’9 Not surprisingly,therefore,theKCC expressesconcernin its commentsthat

the eliminationof suchfederal requirementscould havea seriousadverseimpacton the

ability of state commissionseffectively to execute their oversight functions over

carriers.20 Verizon’s proposalto dramaticallycurtail the scopeof ARMIS reportingis

thusnotonly out ofplacein thecontextof this proceeding,but alsoplainly wrongheaded

asamatterof regulatorypolicy.2’

18 SeeImplementationof the TelecommunicationsAct of 1996; Reformof Filing

RequirementsandCarrier ClassUlcations;AnchorageTelephoneUtility, Petition
for WithdrawalofCostAllocationManual, 12 FCCRed8071 ¶ 58 (1997).

For example, some state commissionsrely on ARMIS reports to determine

incentivesand penaltiesfor price regulatedLECs. See1998Biennial Review—

Reviewof ARMISReporting Requirements;Petition for Forbearanceof the
IndependentTelephoneandTelecommunicationsAlliance, 14 FCCRed 11443
¶ 24 & nn.56, 58 (1999).

20 SeeKCC Commentsat 3.

21 Verizon’sproposedeliminationof continuingpropertyrecordsby LECs likewise

hasno place in this biennialreview; theJune 24 Order expresslyheld (at ¶ 64)

(footnotecontinuedon following page)
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Verizon’sproposalto “streamline”the Part64 processby eliminating the

BOCs’ CAM reportingobligationsis equallybaseless.Echoingthe Bureau’sown prior

similar finding,22 the Commissionin theJune24 Order reemphasizedthat annualCAM

filings form part of the Commission’s “safeguards in place to detect and deter

anticompetitiveconduct”by ILECs.23 Verizon’sunsupportedclaim (Exhibit B at 6) that

preparationof thesereportsis “time-consumingandburdensome”is especiallyaudacious

in light of the Bureau’sown prior finding that “argumentsthat the [Part 64] rules are

onerousor otherwiseburdensomearespecious.”24

(Footnotecontinuedfrom precedingpage)

thattheJointConferenceandthe Commissionwill continueto study theneedfor
anysuchrecordkeepingchangesin thecontextof that proceeding.

22 SeeWCB StaffReportat 76 (finding CAM procedures“remain necessaryin the

public interestandthereforeshouldnot be eliminatedormodified”).

23 June 24 Order, ¶ 39. See also 2000 Biennial Regulatory Review —

ComprehensiveReviewof the AccountingRequirementsandARMISReporting
Requirementsfor IncumbentLocal ExchangeCarriers: PhaseII, Amendmentsto
the Uniform SystemofAccountsfor Interconnection;Jurisdictional Separations
Reformand Referral to the Federal-StateJoint Board; Local Competitionand
BroadbandReporting, Reportand Orderin CC DocketNos. 00-199,97-212, and
80-286;FurtherNoticeof ProposedRulemakingin CC DocketNos. 00-199,99-
301, 80-286, 16 FCC Red 19913 ¶ 192 (2001) (PhaseII Report and Order),
(finding cost allocations rules “are increasingly important as more carriers
diversifyinto competitiveventures”).

24 WCB StaffReportat 76. There is likewise no merit to Verizon’s companion

proposal(Exhibit B at 6) to eliminate Section69.901(b)(4) of the Commission’s
rules, requiringILECs annuallyto preparea three-yearforecastallocatingcentral
office equipmentand outsideplant betweenregulatedandnon-regulatedusageof
that investment. The Commissionestablishedthat regulation for the specific
purpose of precluding ILECs from imposing the costs and risks of their
competitive ventures on interstate ratepayers. See Implementation of the
Telecommunications Act of 1996; Accounting Safeguards under the
TelecommunicationsAct of 1996, Reportand Order, 11 FCC Red 17539 ¶ 24

(footnotecontinuedon followingpage)
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Finally, Verizon’s Swiftian “modestproposal”to amendthepublic notice

requirementsfor ILEC network changesis anotherill-disguised effort to eviscerate

existing regulationsprotectingCLECs and their end users. Verizon suggeststhat the

Commissionpermit ILECsto postnoticesof suchchangeson their Internetsites,but then

couplesthat cosmeticproceduralchangewith eliminationof thecurrentrequirementthat

ILECs provide individualizednotice of suchchangesto affectedCLECs.25 Far from

diluting currentILEC notificationobligations,additionalbolsteringofthoserequirements

is imperative,astheCommissionitselfhasalreadyrecognized.

Specifically, in the 2002 BiennialReviewthe Commissionhasproposed

amendingits rulesto requireILECsto addspecifictitles to identify noticeof replacement

of copper loops or subloopswith fiber-to-the-home(“FTTH”) loops.26 This salutary

changein presentnetworkdisclosurepracticeswill assurethat CLECs, which receivean

immensevolume of information about changesin ILEC network configurations,will

receivemoretimely and usableinformationaboutreplacementsthat critically affect their

ability to serve broadbandcustomers. Additionally, as AT&T and other commenters

(Footnotecontinuedfrom precedingpage)

(1996)(”AccountingSafeguardsOrder”). Moreover,it is apparentfrom Verizon’s
own argumentthattheregulationimposesnoundueburdenon LECs and, indeed,
already allows those carriers wide discretion, simply by their choice of
measurement,in determiningtheamountof non-regulatedplant theyreport. See
TennesseeCable TelecommunicationsAss‘n v. BellSouthTelecommunications,
Inc., File No. E-97-lO, MemorandumOpinion and Order,DA 00-864,¶~J12-13

(2000).

25 SeeVerizonComments,Exhibit B at 8-10.

26 SeeJanuary12 NPRM,¶ 20.
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showedin the 2002 Biennial Review,effectivenotice of network changesrequiresthat

the Commissionprescribeuniform labelsfor suchnoticesby ILECs, and that the ILECs

directly notify all potentially affectedCLECsof suchnetwork changesand identify the

specificcircuitsofeachsuchcarrierthat wouldbeaffectedby suchchanges.27Moreover,

the Commissionshould prescribeuniform 90 day periodsfor both short-and long-term

notificationsanda 30 dayperiodfor CLECsto objectto suchnetworkchanges.28

Only with suchmodificationsin currentprocedurescanCLECsbe assured

oftheopportunityto conductan orderlyanalysisof ILEC notices,preparefilings with the

Commissionaddressingthoseproposednetwork changes,and conductany necessary

planningfor alternativeservicearrangementsfor theirendusers. Verizon’s transparently

self-servingInternetpostingproposalfor network noticesservesnoneofthesegoalsand

is calculatedsimply to creategreateruncertaintyand disruption for CLECs and their

customers.

27 SeeAT&T Reply Commentsfiled May 3, 2004 in January 12 NPRMat 6-10.

Currently, the Commission’s requirementfor individualized notice to CLECs
appliesonly to short-termreplacementsofcopperloops.

28 Seeid. at9-10. As AT&T showedthere,undercurrentCommissionrules CLECs

haveonly 9 businessdaysin which to objectto noticesof replacementof copper
loops with hybrid facilities, even thoughCLECs areobligatedto provide their
customersat least31 days’ notice of a service discontinuancethat may be
necessitatedby thereplacementof copperfacilities.
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WHEREFORE,for thereasonsstatedabove,Verizon’sproposalsfor

changesin therulesadministeredby theBureaushouldberejected.

Respectfullysubmitted,

/s/Peter.Jacoby
LeonardJ. Cali
LawrenceJ. Lafaro
PeterH. Jacoby

AT&T Corp.
OneAT&T Way
Room3A251
Bedminster,N.J. 07921
Tel: (908)532-1830
Fax: (908)532-1219

August11,2004
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