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GOOD MORNING, I AU VERY PI,EASED TO HAVE BEEN TNVTTED TO ,,OIt{

YOU Af YOUR 1989 FAI,I' COI*MNTfON AND ANNUAIJ MEETINc. I IIAS STRUCK

BY THE STG.I|IFICAI{CE AI.ID TTUELINESS OF THTS YEAR'S COIWENTION THEI,!8-

"fS AIIYONB ITfSTENING?", AND I HAVE TRAVELED A VERY IrONc DISTII{CB

TO TEIJL YOU A !'IOST RESOttilDfNc "YES". BUT AIrSO TO II{9UIRE OF yOU

AS TO I{ITETHER OR NOT YOU ARB ABSOIJUTEIJY SURE OF T{HAT IT IS YOU ARE

TRYING TO SAY.

IT EAS BECOUB FASHIONABLE FOR UTILITIES TO DRfVB TOTARD LESS

COVERNI,TEI{T OVERSTGHT AS A I{8ATS OF PROUOTINC COMPETTTTOil. THE

CO}IVENTIONAL T{ISDOI.I SEET.IS TO BE TAAT IF TIIE covERNt{BNT woul.,D sToP

TNTBRFERTNG AIID AIJIrotf rHE coltpAl{rEs ro co}lpBTE, EvERyoNE rrLL
BENEFTT' MOST PEOPIJE CIIIRACTERTZE THIS AS A MOVB TOIARD

DERBcurJtrroN. r PRETER To CAIJIJ rilItlrREculirroN".
OPPONENTS OF REGUIJATORY REFORII FOR REFORI,IS SI,KB, IJIKB MySEIJF,

HAVE BEB!| LTBEITIJED REACTIONARY AlrD OBSTRUCTIOIIIST. tfE HIVE BEEN

FORCED TO FOCUS NOT ON THE STRENGTIIS OF RTTE OF RETURN REGUIJATION,

BUT ON nHY rTS WBAXNESSES DO NOT UfITITATB fl{ FAVOR OF SITBSTANTIAL,

CHANGE. RATHER THAI{ MODTFYTilG RATE OF RETURIT REGI'IJATION TO REFIJECT

ACTUAIJ OCCURRENCE IN THE I,TARKET PIJACB, IfB ARE SUBd'BCTED TO THE

CONSTATflI CRY TIIAT THE OIID REGUIJATORY REGIUE UUST EE PUT TO DEATH,

RATHER THAil BEING ABIJE TO A}IAIJYZE A}ID EVAIJUATE AIJTBRIITTIVE

REGUI,ATORY TPPROACIIBS T{B HTVE BEEN SYSTE!,I.ATICAIJIJY SUBI'ECTED, ON A
STATE BY STATE BASIS, I|ITH BOUJER PIJATE REGUIJATORY REFORU PROpOSALS

THAT MBITHER REFIJECT NOR PURPORT TO REFIJECT THE DEI,IoGRTPHIc AND

I'iARKET DTFFEREilcEs rN EAcH oF THEsE RBcuIJAToRy ,tuRrsDrcrrous. AND

DURTNG THESE TUI.'ULTUOUS TIMES, T|HEN T{E REGUI,ATORS HAVE SOUGHT THE

TECHNTCAIJ AND THBORETTCAIJ ADvrcE oF you, THE rNDUsrRy, rfE HAvE



I,ISTET{ED UOST BARNESTLY TO THTT YOU HIVE BEEN SAYTNG.

PRICE CAPS

PRICE CIPS AI{D THE APPROPRIATENESS OF THIS !.TETHOD OF

RBGULTTION HAS BEEN ONB OF THE CLEAREST EILN'IPIJES OF THfS TREND

TOI{ARD REGUITAIORY REFORI.| FIRST IN SETTING RATES FOR AT&T'S

INTERSTATE SERVICE At{D THE EXISTINC PRoPOSALS TO CAP THE BOC'S

PROVISION OF INTERSTATB EXCHANGB ACCESS SERVICE. NOW I REALIZE

THAT THB tLAttORITY OF TEL'EPHONE COTIPANIES IN IOrA HIVE LESS TEAN

15,000 LINES Al{D CUSTOUERS, AND THEREFORB ARE NOT RAIB REGULATED.

II|US, II{ YOUR VIET{, THE ISSUB OF "PRTCE CAPS" T|ARRAI{TS LIUITED

DISCUSSION tND VERY LITTLE CONCERII. IiOREOVBR, mf COLLEf,GUES AT fHE

IOtfA BOARD HwE INFORIiED ME THAT "QUAL,TTY OF SERVICE", I{HICH $1

REGI'IJATED, IS NOT A PROBLEU IN YOUR STATE AI{D THAI BECAUSB OF THE

CIJOSE REI'ATIONSIIIF EETHEEN COI{PANTES A}ID THEIR CUSTOUBRS THE

NBCESSARY IUFETUS EXISTS FOR II!,AINTIININC EXCEIJIJENT SERVICE QUALITY.

IT IS T'NDERSTAI{DA8I,B, THEREFORE, ON FIRST BI..USH, YOUR VIEI|S, OR THE

IIACK THEREOF, OF TIIE APPROPRIATENESS OP PRICB CAP REGULATION. IF

I{E RECUITATORS I|BRE ITISTENING, YOU APPARENTI,Y lttD VERY IJITTITE TO

srY.

OPASTCO, IN ITS COT.II.IENTS TO THE FCC , SUPPORTED THE PROPOSAIJ,

BUT ltAS CONCERNED TtrAT SOt'lE OF THE PROPOSED RUITES tfOttLD FRECLUDE

PARTICIPAIIOI| BY Sl'ttIJL TEIJCOS. BECAUSE OF THIS, fT URGED THE FCC

TO ENSURE TTTAI CO}IPN{TES CHOOSING NOT TO IMPI,EUE}TT PRICE CAPS WOUTD

NOT BE ADVERSELY TUPACTED. THUS, THE FCC WAS URGED TO GRANT NECA

GREATER FIJEXIBIIJITY TN ADUINISTERING THE POOL SO THAT THE NEEDS OF

THE REUAININC PARTICIPAITTS COULD BE MET. OPASTCO AI,SO URGED THAT



SUALIT TEITCOS BE GMI{ UNTIIT DECEUEER 3L, 1990 MSTBAD OF DBCEUBER

31, 1989 TO GIVE NOTICE THAT THEY INTEND TO T'ITHDRAI T'ROU THE POOIJ.

ON THE ISSUB OF THB RETENTION OF AVERTGE RATE SCHEDUIJES,

oPASTCO COl.ll,tElIDED rHE FCC FOR rTS REIFFTR!{ATTON OF THrS pOLICy, BUT

URGED THAT ACTUAIT RUITES BE IUPITEI.IENTED REQUIRfilc THAT SUCH RATES

BE I{.AINTAINED,

oPAsTco ALso BELIBVED THAT A uNrFoR!|, INDUSTRY-rrDE, SINGLE

RATE OF RETURN SHOUL,D CONTTNUE TO BE APPIJIED TO COUPTNXES THAT DO

NOT EI,ECT PRICE CAPS.

TNE ?.5t PRODUCTTVITY FACTOR l|AS DEET.IED TO BE TOO BURDE}TSOUE

ftHEN APPL,IED TO SI'IAL,IJ trECS AND THE FCC tfAS URGED TO USE A I/OtfER

STA}IDARD FOR THESB COMPTI{TES. A SIMII,AR ARGI'UBNI I|AS UADE FOR THB

LEVEIT OF SCRUTfIIY RBQUIRBD FOR AEOVE-CAP RATB FXITINCS Al{D FOR THE

MONTTORING OF SERVICE QUAI.IITY. OPASTCO ARGUED THAT SU.ALI, IJECS DO

NOT REOUTRE THE SII{B I{ONITORING AS I,ARGB OI{ES BECTUSB THB OITNERS

AIID EMPIJOYEBS OF SI1IIJIJ TEITCOS LM IN THE COI|MUNIXT THEY SERVE.

THIS ' ACCORDINC TO OPASTCO, WOUIJD ENCOURAGB A}rD ENSI'RE THE

T.|IINTENAI{CE OF GOOD SERVICB QUAIJITY.

THE NAIIONAIJ IELEPBONE COOPERATIVE ASSOCfATION, NTCI,, IN ITS

I{TNTER T'IBETTNC PASSED T RESOIJTITTON ON PRICE CI'PS NEITIIER SUPFORTING

NOR OPPOSII|G THB PROPOSAIJ, BUT INSISTING ON TI|B NEED TO ENSURE THI,T

ADOFTION OF PRICE CAP REGUITATION DID NOT ADVERSBTTY AFFECT THE

}IECHTI{ISUS IiEICII ATD BBEil ADOPTED TO PROTBCT I'IIIVERSAIJ SERVTCE,

SPECfFfCALIJY: (1) THE CONTIMTATION oF A UNTTARY INDUSTRY-wIDE RATE-

OF-RETURN; (21 THAT THB SUPPORT UECHANTSUS FOR THE NECA COMUON-LINE

POOIr CONTfNITE TO FUNCTION IN A I{A? THAT MTNfUIZED RATE DISpARITIES



AS BETI|BEN ITTRGE At{D Sl'tf,t L COI{FAI|IES ; ( 3 } THAT NATIOil-IIDB UNf FORI'!

TOIJI, RAIES BE UAINTTINED AI{D' ({) THAT THE OPTION TO CHOOSE OR

REJECT PRICE CAPS BB PERI{I$ENTL,Y I'IAINTAINED.

IN SOI.iE TfIYS THE I.IBSSAGES FROU OPASTCO AND NTCA WERE THE SA}I8

- THE SI{AIJIJ R,UR.I,IJ TELEPHONE COMPANIES' NEEDS A}TD DIFFEREUCES I{ERE

SUCH TIIAT AlfY PRICE CAP REGULATION Itl,lruATEIJY ADOPTBD BY THE fCC

NEEDED TO BE REVISED AI{D UODIFIED IN ORDER TO CAPTURB THESE

DIFFEREI{CES. SO THOSB OF YOU T{HO BELONGED TO OFASTCO OR NTCT SENT

VERY FOCUSED AI{D I.,II,TITED MESSACES, "T|ATCH OUT FOR OUR RI'RTI,

INTERESTS", AIID I.T.II T OT YOU TN IOT{A FEIJI II UIII{ECESSARY, DUB TO

IRRELEVAI{CY, TO SEND A I,IESSACE AT AIJL - A}ID lllOSB OF US WHO I{ERE

I,ISTBNINC ITEARD TIHAT YOU I{ERE IN ESSENCB, SI,YING, BUT ARE YOU

ABSOIJUTEIJY SURE THTT YOU SEI{T THB RIGHT MESSAGB?

HilTY STIIE REGI'IJATORS OPPOSE PRICE CAPS FOR A }ryRTAD OF

REASONS. OF PIRAUOITNT CONCERII TO t{8, HOI{EVER, WAS THB QUESTION OF

}nIETHER PRICE CAPS I|OULD PRESERVE THE HIGH LEVEIT OF SERVICE gUALITY

THA? rB ENJOY TODAY. I lfAS CONCERNED THAT IBB PROPOSAL,, IF

IUPIJEI{8NTED, COITITD CREATE PERVERSE INCBNTMS TO FORSAKE NETIIORK

TI{VBSTITENT, AIID THEREFORE QUAIJITY, IN ORDER TO INCRBASE NET

PROFXTS.

TltB BEIrL SYSTBU SERVICE QUALITY CRISIS IN THE LATE 1960'5

RESULTED FROU tT&T'S EFFORTS TO INCREASE NET ETRNINGS . THB COMPAI.IY

REFUSED TO T!|CREASB CTPITAIJ OUTIJAYS AT A TIUE I'HEN DEI{N{D GROT|TH

IN SEVERAIJ ARBTS BXCEEDED SI|ITCHII{G CAPACTTY. TIIE RESUIJTING

CAPACITY SHORTAGES CAUSED SERIOUS DECITINES rN SERVTCE QUAITITY, WrTH

SERVICE INTERRUPTTONS IN I'T.A.'OR EAST COAST CTTIES DURING 1967.68.



BY T969, SBRVTCE TITROUGIIOUI THE URBN{ RBGIONS OF THE BASTERN PART

OF TITE COT'}TTRY IIAS BESET BY DEIJAYS IN DIAIJ TO}TES, REPAIRS, TI.ID

INSTAIJI,ATTOI.IS OF NBTI EQUIPT.'ENT.

I,I.AI.NT CO}TUEITTERS IN THB PRTCE CAP DOCKET RAISBD CONCERNS

REIJ.ITXNC TO SERVICE QUAIJIW AllD, NI'RUC, IN ITS CO}IUENTS, PROPOSED

THE IDOPTTON OF Urlrruuu sERvIcE QUAIJTTY STAilDARDS. FEtr OF yOU

RAISED TT AS AIiT ISSUE AI.'D THE BEIJI. OPERATTNG COUPAI{IES AI{D AT&T IN

THErR COUI{EDTTS SEEMED rO SUGCEST THAT QUALrry Otr SERVTCE LOUIJD

SOT.IEHOT TAKE CARE OF ITSELF, AI{D THE FCC UIJTTMATEIJY DECI/I}IED TO

ADOPT UTNIUUU STANDARDS IN THE FINAI, RUIJES. PERIITPS I CtN

I'}IDERSTIND YOUR VIEfl FROI{ HERE - TI1AT TITIS IS REAIIIJY NOT YOUR ISSUE

BUT I suBl'lIT finT THE t{BIJIr BEING, THB INTBGRITY AND tHB

lttrl{TEltAtilcB oF ouR NATToNAL TEIJEFHoNE NBTIToRK Ig - r suBurr rEAT

YOU DID HAVE AT{ TNTEREST A STAKE IN THB ADOPTION OF A NET'

REGUIJATORY REGIUE FoR AT0T, At{D r SUBUIT THAT you DO HAVB AN

INTBREST IN THE ADOPTTON OF A NETT REGUT.ATORY REGIMB FOR THE BOCS.

THIS IS ONE, CREAT, TEIJEPHONB NETTORK - IIE ARB AIJII INTBRCONNECTED

Al{D THE QUAITITY OF THE TEL'EPHONE SERVICE TO NEI| YORK CITY IS AS

rl'tPoRTAlfT ls TEE QUAL'rTY oF sERvrcE rN pAlIoRt, rotrt.
WE I|ERE IJISTENING, BUT YOU IIAD VERY IJITTIJB TO SAY.

IN 1987, TXB FCC TNSTTTUTED Al{ rNQUrRy rO REVTBL THE TEL,EPHONE

COMFAIIY A}{D CABITB TELEVISION CROSS-Ottt{ERSHIP RESTRICTIONS

ESTTBLISHED 8Y ITS RULES, AND IJATER CODIFIED fN fHE CABLE

COUIfiITfiCATIONS POITTCY ACT OF 1984. IN GENERAIT, THOSB RESTRICTIONS

PROHIBIf TEITEPHONE COUPANIES FROM PROVIDfNC VfDEO pROcRAlortINc
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SERVICES rITHIN THBIR TEI,EPIIONE SERVXCB ARB,IS IF LOCATED IN NON-

RURAIJ ARETS. TEE FCC INITIAIJI'Y ESTTBI'ISHED THESE RBSTRICTXONS TO

PREVEtft TBI,BPHO!{E COI{PANfBS FROU IMPEDING TIIE EIRLY DEVEIJOP}IENT OF

AN INDBPENDEIII CABTB INDUSTRY. THIS OBJECTTVE HAD A TIIO-FOL,D

pURPOSB: FIRSI, IT rAS INTEI.IDED TO PREVENT CROSS-SUBSIDIZATION OF

NONREGUI,ATED TEIJEPHONE CABI',B TEI,'EVISION ACTIVITIES WITA RBSOURCES

COUUITTED TO THE RBGUIJATED SBCTOR. SECOND' THB PROHIBITIOII I{AS

IIIPOSSD TO PRBVENT TEI,EPHONE COMPAI{IES FROU USING THEIR UONOPOIJY

POSITION IN THE BASIC EXCEIIIGE SERVICE UARKET tS IJBVBRTGE To

DOMINI,TE THE CABLB SERVICES IIIARKETPITACE AS tfEllt . FOn EXil-tPI''B, IT

l|AS FEARBD TITAT TEIJEPHONB COI-IPAIIIES (TEITCOS) COUITD USE THEIR

OT|NBRSHIP OF UTfLITY POLES lr{D IINDERGROILID CONDUII TO COUPBL, OT8ER

CTEI,E COI,IPN{IES TO PAY EXORBITAI{T ACCESS FEES, THBRBBY AFFORI}INC

THB TBI,COS A SUBSTINTITIJ COI'IPETITM ADVArflftGE.

IN ITS CABITE INOUIRY, HOTEVER, THE fCC HtS TElfftTMIrY FOttND

THAT THE CAEI,E TNDUSTRY TIAS HAD AN OPPORTT'IIITY TO OTTTGROT THE

IIIKEIJIHOOD OF AEUSES FOT'ND AT TH8 INCEPTIOI{ OF TIIB CROSS.OIINERSHIP

PROITIBITION. THE FCC NOlf BELIEVES THAT THE UARKET LAI{DSCIPE COULD

SUPFORT TEI,EPITONE COT-IPTI{T ENTRY INTO THB PROVISION OF CABIJB CAAI.INBI.

SERVICES, EVEN OUTSIDE OF RURAI, ARBAS, AIID IS NOII COI{SIDBRINC

SUBTIITTMC TO CONGRESS LEGISLATM RECOI{UENDATXONS THIT HOUIJD DO

AI|AY T'IIH TBI RESTRICrIOil.

AS E:XPBCTED, TgB TEI,EPHONE INDUSTRY SUPPORTS THE FCC'S

PROFOSAIJ. IN FACT A l,tt,tORITY OF THE COI'iI|ENTERS SUPPORT IJIFTING

THE RESTRICTIONS. TIIE IOI|I, TEIJEPHONE ASSOCTTTION AIID THE IIESTERN

IOI'A TEIJEPTIONE ASSOCIATION F'IIJED COI-'UENTS EXPRESSII{G THEIR
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10, 000.

T{HY TEE CONCER}'? I POSE TO YOU THB QUESTTON, IIITY TETS NEI|
r}flTBRBST Olt THB PART OF THE BOCS TO PROVTDE CABIJE. ril TI|B RURAI,
AREAS, YOUR TEIJBPRONE CO}IPANTES EAVE BEEI{ PROVTDTNG rHE SERVTCE
BECAUSE YOU I|ERB FTIJIJTNC A VOTD. IT Ts THEREFoRE uNDERSTAilDABI,E
THAT YOU T'OUIJD T|ANT TO CONTINUE PROVTDTNC THE SERVTCE AND EAVTNG
THB oPPoRruilrTY To BRrNc CABIJE TEIrEvrsroN To LARcER pocKBTs oF
RURAIT Al{ERrcA' t|ttAT r cAr}ror uNDERsril{D rs rry THrs NBrf Bur
TNTENSE T}TTEREST ON THB PART OF THE BOCS, T'}ILESS OF COURSB, IT TIIJIJ
SENVE AS THB .'USTTFTCITTON, TMPETUS, AND MOTTVTTTON FOR REPIJACT},C
coPPEn I{rrH THB srrlrJ vERy ExpErsrvE FTBER. rtr THAT rg TR'B rHE
}'YRTTD OF REGUI,ATORY FROBLBI,'S TO BE FACED rrTB IIODBRNTZATTOH COSr
BETNG DRTVEI 8Y THE PROVTSTON OF UNREGUIJATED SERVICES rS
DEVASTTTTITC. IF T! Ig TRUB TITEN CABLE CROSS-OI{IIERSHXP BY THE BOCS
cAlil olflY BE ArrLolfED, rF tr AIJIT, THRoucH ARus-IrElIcrH suBsrDrrRr's.

flHIIJB THERB TS SOUE DEBATB THAT THTS T{oUIJD DTuTNISE BEilEFITs
oF BcoNourEs oF scllE, x REaIEcr THrs ARcuuENT rF THB ALTERT{rrrvE
REsur.,T rs cAPTrvE RITEPAYtsRs BEARTNc rIrB BURDSN AssocrATED I{rrH
cRoss-suBsIDrEs.

To THB EXTEIIT THAT THE CABIJE cRoss-otruERsxrp rssug rs BErllc
DEBATED IN COITGRESS, AT TBB JUSTTCE DEPARTMENT AT{D AT THE FCC, YOU
HtvE AII oB'rcltroil To sAy uoRB THAI{ ,,you AppRovB" - you EA'E A$
OELICATION TO TE! TIDUSTRY AilD THE CUSTOMERS TT SERVES TO TDENTIFY
PorEllrrAlr PrrpilJlrs rltD To OFFER VTABLE solrurroils. ltE ARE
IrrsrENrilc, ARE you suRB you DON,T HAVE MORE you flANT To sAy?
THE t-!F,t



APPROVAL. OPASTCO ALSO EXPRESSED ITS APPROVAL, BUT URGED TEAT

SAFEGUARDS, IF AfW, ONLY BE I!'IPOSBD ON THB BOCS'

IAAT XS DRMNG THE FCC'S CASIB INQUIRY IS CIJEARLY CUSIOI{ER

DISSATISPACTXON nIrH LOn SBRVICE QUAIJITY AND IIIGH RATES. CUSTOI'IERS

BELIEVE THAT INTRODUCING COI.IPETITION WIITL FORCB CABLB COMPINIES TO

II-IPROVE IN THESE AREAS AND CUSTOUERS DO NOT CARB T{HBR8 THAT

COUPETITIOil ORIGINATES SO I,ONG AS IT EAS THB DESIRED EFFBCT. I

AGREE THAT TH3 CABI,B INDUSTRY IIAS PROBIJEMS TND TITTT SOME OF THESE

PROBIJBI,'S COUI.D BE AIJTJEVITTED I'ITH COMPETITION. HOTEVER, I Al,t NOT

SURE TAAT SUCH COMPETITION SHOULD OR TOULD COUE FROU THB TELCOS.

IF REVISIONS ARB I{ADE TO fHts CURRENT FCC RUI,ES, I TIAVE SOT'IE IDEAS

ON HOI| II SHOUI,D BE ACCOUPLISHBD.

FIRST, STATES SHOUI"D ETVB THE OPTION OF DETERUININC T'HETIIER

AIIID UPON I{HAT CONDITIONS THB RESTRICTION SHOIILD BE IJIFTED FOR THEIR

couPAtfr8s.

SECOND, TELCOS SHOT'LD NOT BE AIJIJOWED TO PURCHASB EXISTING

CABLE CO}IPA}IIES FOR AT IJEAST TEN YEARS, AI{D TO AVOTD "BIC BROTHER"

CONCERNS PERHAPS SOl.tB L,IUITATIONS SHoUIJD BE PLACED ON THE NI'UBER

OF CABLE SYSTEUS A TEIJCO SHOUI.|D OI{N.

THIRD, CABIJE SYSTEUS PROVIDING TELCO SBRVICES ttHICH IRE

REGUI,ATED BY THE STATES SIIOULD CONTINUE TO BE REGUIIATED.

FOURTH, THE STI'TES SHOUI,D BE AI,I,OTIED TO IMPOSE IIIIATEVER

SAFECUARDS TEEY DEtsU NECESSARY TO PREVENT CROSS-SUBSIDIZATION AND

ANTICO}'PETITIVE CONDUCT.

IND FIFTH, TO BNSURB THB AVAILABILITY OF CABI',E TO RURAI"

AMERICA THE EXISTING POFULATION I{AMR SHOIIIrD BB INCRBASED TO
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YOU ARE FAI'IIITIAR I|ITH THB COURT Rt[,'INcS COI|CBRNfNG THB UF;'S

LINES OF BUSTNESS RBSTRICTIONS AI{D I KNOI{ YOU ARB Fil'ILIAR NTTH

YOUR CONCRBSSltltl'S PROPOSED FBDERAI, IJBGfSIJATION lO ALITOr THE BOCS

TO ENCAGE IlI I-'A}IUFACTURING AND TNFORUATION SERVICES (H.R. 21{O).

I KNOI, THAT OPASTCO AND I-tAfY INDMDUAI, SI-lAIrIr RURAIT TEIJEPHONB

COUPANIES SUPPORT BOC ENTRY TNTO I.I.ANUFTCTURTNG AND rNFOR}IATrON

SERVICES, TTITN APPROPRIATE SATECUARDS TO PREVENT DISCRI}IINATION.

TltE NTCI PASSED A RESOIIUTION THAT CAUTfOI{ED THAT A$Y REVISIONS

OF THB MFJ l'tUST BB CAREFUL,IJY IJIUITED TO ENSURE IHAT IT PROUOTES

UNTVBRSAI.I SERVTCE, FUIJI' FARTICTPATION TN TUTURE INFORT.TATTON

SERVICES BY RURIL TBIJEPHONE SYSTEMS, AND Alf ADEQUITB SUppIry OF

MODERN TELECOI.I}IT'I{TCATIONS EQUIPI.IENT AI{D SOFTNARB AT

NONDISCRIUINATORY PRICB TER}'S Al{D CONDTTIONS. NTCI EXPRESSED THE

CONTIITUED SUPPORT OF TH8 CONCEPT OF THB IJOCAIJ FRT}TCHISE AS AI{

TUPORTAI{T FACTOR II{ THE PROVISION OF T'NIVERSAL SERVICE AND THAT

THE II{TEREXCHI}IGE RESTRTCTION NOT BE REMOVED.

THE NARUC ALSo ltts CONCERNS Al{D PASSED A RESOLUTION URCING

THAT AN:T STITUTE TIFTING THESE RESTRICTIONS CONTATN EXPLICIT

IJAIIICUAGB PROHIBITINC FBDERAIJ INTERFERENCE T{ITH THE sTATEs.

AUTHORINT TO ENGTGE II{ AIfII REGULATORY ACTION TT DEEI-T8D APPROPRTATE

TO PROTECT }'ONOPOIJY RATBPIYERS.

SUCE RIGUIIATORY ACTION COUIJD INCIJUDE THE USE OF SEpARATE

SUBSTDIAUES, ACCESS TO THB BOOKS OF AFFII,IATES, AIID TTS APPROVAL

OF PURCHASE AGREEI-IBNTS BETI|EEN A BOC AND AN UNREGUIJATBD AFFILTATE,

APPROVAIJ OF THE SAIJE OF CPNI AND THE DISAIJIJOT{AI{cE TN REGUIJATED

RATES OF COSTS ASSOCTATED T{ITH THE FAITURE OF A COI-IPETITTVE VENTURE



Of Alf tfFfLrXATB.

II8ILB I At,t IN ACCORD WITH THE CONCERNS OF NARUC, I OPPOSE THE

LBcISLITXOI{ AS PRESENTITY DRAFTED BECAUSB IT REIJIES ON THE FCC'S

NON.STRUC,I}URIIJ SAFECUARDS AS THB PRIMARY PROTECTXON AGTINST

PoTENTIAI, ABUSE. THE IJECISI.ATION.S REIJIAT.TCB ON THE COT.IPUTER TII

NONSTRUCIURAL SAFEGUARDS IS THOIJIJY INADEQUATE AND GROSSLY

PRBIi,ITURE. THE NONSTRUCrURAL SAFEGUARDS AFPIJIED TO BOC PROVISION

OF ITNRECUITATBD BIiIITAIICED COI{UI'NICATIONS SERVICB INCLUDE, AS YOU

KNOtt, (1) PROVIDXNG COUPETITORS I|ITH "EQUAIT ACCESS" TO TRANSI'IISSION

ADID OTHtsR FACIITITIES, UIIIII!,ATEI.IY THROUGH TECIINXCAIJ RECONFIGURATION

OF TIIB NET!|ORK CAIJT'ED OPEN NETWORK ARCHITECTURB ] (2) SECREGITING

RECT'I.ATED FROU UNREGUIJTTED COSTS, REVENUES, A![D PROPERT]I USING TIIB

TCCOUNTING ltrNUAl,S REQUIRED BY PART 6{ OF THE FCC'S RITLBS REGARDING

COST ATTLOCATIONS; (3) DISCITOSING NElf TECHI{ICAL DBVEIJOPTIENTS AI'ID

CONFIOITRI,TIONS IN l, TIMEITY rASHION TO ALLOW COI'IPETITORS TO PLAN NEl'

SERVICB OFTERINCS IfITHIN SII.'II,AR TIUB CONSTRAINfS TO THOSE OF THB

BocS; Al{D ({} ADOPTING PROCEDURES GOVERNING THE DISCI,OSURE oF

COUPETITOR,S OF CUSTO}IER PROPRIETARY NBTflORK INFORUATION KNOTN TO

THE BOC REGUI,TTED NETIIORK SERVICES SUBSIDXIRIES.

THE FCC'S COI{PUTER III FRAI{EI|ORK HAS NOT BEEN TESTED OVER

TIME, NOR EtS IT EVEN BBBN UPHELD AS LAIIFUL BY THE COURTS. X AU

AIJSO CONCERI|ID I'EOUT THE EFFECTIVENESS OF NONSIRUCTUNAL SAFEGUARDS,

GIVEtf THE IRN,IENDOUS I,EVEI, OF HUUAN RESOURCES NECESSARY TO OVERSEE

THBU PARTICULARIJY T'ITH RESPECT TO COST ACCOUNTII{G' I{HICH MUST

FORII THE FOTTNDATION FOR RELAI(ED CROSS-OI{NERSHIP REGUI,ATIONS ' FOR

BXAMPIJE, INCREASING IHE AUDIT RESPONSIBTIJITIES OF STATE COI.TI{XSSIONS

10



TO I}ICIJUDE TRTI.ISACTIOI{-BY-TRTITSACTIOT{ TI{AIJYSTS OF BOC ENTERPRISES

COULD REQUTRB ADDITIONAIJ RESOURCES AND FACTITTTfES AT cREATITy

TNCREASED RBGT'LATORY COST. PUBI.,TC UTIIJITY ACCOUNTTNG IS RB}(ARKABLY

COUPIJEX AND EXTREUELY INTRICATE IN DETAfL. IT IS IttposSfBLB FOR

EVEN THE l{osT VTGTtANT REGUIJATOR rO TRICK EVERY IRAI{SACTION AND

BALANCE EVERY ACCOUT{T.

FURTHER, STATE REGUIJATORS HAVE NOI BEEN ABLE TO OBTAIN ACCESS

TO THE BOOKS OF 8HB RHCS. BBIJIT ATIJAI{IIC AITID US I{EST HAVE BEEN

PARTICUI,ANIJY DIFTICUIJT IN THIS REGTRD. I ToUIJD I.IIKE To sEE sTTTEs

H'f,vE TllE SAI{E AUTHORITY GRAIIITED THB SEcURItfES AND EXCt{tIiIcE

couurssroN UIDER THE PUBIrc uruJrry HoLDrNc coupilnr Acr, 15 u.s.c.,
SECTfON 79 ET SBQ' THIS ACT AITITOTS THE SEC TO HAVB AccESS TO TttE
BOOKS OF THB HOLDTNC COMPilT:T AND OVERSIGIIT OF TH8 BUSTNESS DEAIrNGS
OF GAS AI{D EIJBCTRIC UTIIJITIES.

THE CONSEQUEilCE OF TNEFTECTTVB NOITSTRUCTURI,IJ SAFEGUARDS rS THE

FAR CREATER RTSK OF CROSS-SUESTDTZATION. THE ARTXFTCITI.I INCREASE

IN TEI..EFHONE RATES CTUSED BY THTS SUBSIDY COUIJD BE ENOUGH TO DRIVE
MTNY SUBSCRTBERS OFF THE NETT|ORK. UNIVERSAL TELEPHONE SERVXCB MUST

BE A NATIONAIJ COAIJ TN THIS COUNTRY AND NoT A TERu oF ART BA}IDTED

ABOUT BY THosE AITEI'IPIING To sTAvE oFF BIJAI.|E AlrD pUBIJxc scRlrrrry.
IIHEIT I EAVE BEBII TO THE IITLLS OF CONGRESS TO EXPIJATT I,fY

coNcERNs I ElvE BEEtf ToLD BY coNcREssIoNAL STAFFERS TLAT THE oNr.,y
PEOPIJE THBY 8.AVE BEARD FROM ON THIS ISSUB HAVE BEEN THB BETIJ

OPERATTNG COI{PAilIES. I KNOII OF YOUR EXPERTENCES IIITH AT&T'S
I{ESTERN EIJECTRIC, AND T KNOT| THAI THE BOCS DO NOT TNTEND TO BUTIJD

M'A![uFAcTURrNc FAcrIrrTrEs, AND r UNDERsTA]ID THE ruplrrcATrot{s oF
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TEESB FACEORS ON RI'RAL TEIJBPHONE COI{PANIES - BUT TRB YOU SURE IETT

YOU ARB PROPERLY COIOfiINICATING THESE CONCERNS - CONGRBSS I|OUIJD BB

MORB 8IlAl{ TIIJI,ING TO LISTEN.

CONCLUSION

rO SUUIiARAIZE BRIEFLY: lfIItT YOU ARE SAYING IS THAT PRICE CtP

REGULAIION IS FII{B AI.ID TtttT QUII/ITY OF SERVICB IS, IN FACT, NOT AI{

ISSUB. THAT CAELB CROSS-OWNERSITIP IS APPROPRIATE A}ID CARRIES T{ITH

IT NO RTSKS Otr CROSS-SUBSIDIES. THAT THE }'Ti' RBSTRICTIONS OI{

ttl'ltUFACfURINc AND INFORUI'IION SERVICES CAlt BE IJIFTED IF SOI'!B,

t NllAl,tED SIFEGUARDS, ARB IN PIJACE.

uoREovER, sol{B sEcuENTs oF THE INDUSTRY ARE SAYINC TO STITE

RBGUITATORS TAAI YOU ttAI,IT SOI.IETHINC OTHER TEAI{ RATE OF RETURN

REct[,ATXOlf , BIIr YOU WAIIT US TO BB AVAILABIJB IN CASE THB ALTERNATM

DOES NOT IIORK. YOU AIJSO r|AltT THE FREEDOH TO B{CACE IN BUSINESSES

OTHER TITAI{ POTS Al{D YOU DO}I'T BET,IEVB SEPARTTB SUBSIDTIRIES ARE A

PRERBOUISITB TO DOINC SO. FINAIJIJY, yOU ARE SAYINC TBAT IF THE

SrATES DO NOT RESPOND TO YOttR NEEDS, THERB ARE FEDERAL REGULATORS,

LBCISIJATORS AITID JUDGES lmO WIIJIT.

OH, t|E ARE IJISTEI{ING, BUT ARE YOU AESOITUTELY SURE Of WHIT IT

IS YOU AR8 TRYING TO SIY?
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