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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

Proceeding on Mation of the Commission to Examine Issues
Related to the Trangition to Intermodal Competition in the
Provision of Telecommunications Services

Case 05-C-0616

N N N N N

COMMENTS OF FRONTIER

INTRODUCTION

Frontier Telephone of Rochester, Inc., Citizens Telecommunications Company of New
Y ork, Inc., Frontier Communications of New Y ork, Inc., Frontier Communications of Sylvan
Lake, Inc., Frontier Communications of AuSable Valley, Inc., Frontier Communications of
Seneca-Gorham, Inc. and Ogden Telephone Company (collectively “ Frontier” ) urge the
Commission to take every step in its power to level the playing field between New Y ork State's
Incumbent Local Exchange Carriers (“I LECS’) and the host of intra- and inter- modal service
providers with whom they now compete. Well-financed inter- modal competitors, many of which
are far larger than Frontier and al its affiliates combined, are subject to minimal or no
Commission regulation and are taking customers from the ILECs at a rate of more than one
million access lines per year. That stark figure obviates any need for the Commission to develop
or consult complex indices or methodol ogies to measure competition — competition in New Y ork

State can be confirmed merely by looking out the window.* It is now time for the Commission

! Thisstatement can be interpreted literally, not just figuratively. Looking out awindow will reveal virtually

ubiquitous billboard, print, broadcast and other forms of advertising for wireless services, Cable Modem
services, Vol P services, and many othersin direct and unfettered competition with ILECs. Such alook will also
reveal installer trucks bearing the logos and brands of numerous entities actively establishing services in both
homes and business premises. Likewise, such alook will show retailers, both national and local, aggressively
promoting and selling wireless, Vol P and Cable Modem services across the state. There can be no surer measure
of competition than this stark evidence which even a casual observer can see with his/her own eyes.



to permit New York’s ILECs to compete on the same terms and with the same freedoms as their
many competitors enjoy.

In reviewing the current state of Commission regulation, the Commission must not
simply look at a current snapshot of the industry, but rather must recognize the underlying
market forces and fundamentals which are irrevocably accelerating unregulated competition in
all relevant markets. The Commission must recognize that traditional concepts, terms and
categories such as “telephone service”, “local exchange’ and “long distance” are no longer
accurate, nor even relevant, and that regulation focused on the activities corresponding to such
terms is no longer necessary or desirable. The Commission must revise regulation to account not
only for the robust competition which aready exists today, but for more far-reaching competition
which will certainly develop in the future.

Other states and the Federal Communications Commission have not waited for
competition to overwhelm the ILECs before undertaking far reaching regulatory reform, and in
some cases near full deregulation. For example, lowa ILECs have the option of removing all
services from rate regulation by the lowa Utilities Board except for single line flat-rated
residential and business service rates, which become subject to price cap regulation.? In Georgia,
ILECs may opt into price cap regulation of residential and single line business services and
freely set the rates for all other services. Georgia also provides a process for the reduction of

access charges with upward adjustments to other rates.® Alabamais optionally deregulating new

bundled offerings and new contract offerings, price capping basic telephone rates and capping

2 Jowa Code Ann §476.1D(1)(c).
% Georgia Code §846-5-165, 46-5-166.



the capital amount that an|LEC must absorb to provide basic service.* Pennsylvania has
established an optional alternative form of ILEC regulation that includes broad pricing flexibility
for optional, bundled and competitive services.®

No unanticipated consumer or regulatory outcomes have occurred in any of these states,
despite the fact that the telecommunications markets in each of these states are far less
competitive than New Y ork’s markets. In each state a judgment was made to proceed with
substantial regulatory relaxatiorsin light of emerging and future levels of competition so that
ILECs will have an opportunity to compete effectively and consumers will be able to reap the
rewards of afree market. Such ajudgment is likewise appropriate and justified in this state.

The Federal Communications Commission is taking similar steps with respect to both
retail and wholesale broadband services. On August 5, 2005, the FCC announced the effective
deregulation and the leveling of the playing field for wireline broadband services used to access
the Internet, by placing ILEC-provided broadband services into the same regulatory position as
functionally equivalent broadband services provided by cable television companies.® This
Commission should likewise do what it can within its ownjurisdiction to place ILECs on an
equal footing with other service providers offering functionally equivalent services.

Furthermore, in revising its regulations to level the playing field between ILECs and their
myriad intra- and inter-modal competitors, the Commission should recognize (and, to the extent
possible, attempt to compensate for) competitive disadvantages impacting ILECs which are

outside the Commission’s jurisdiction and control. For example, ILEC services are subject to

4 Alabama Code §§37-2A-1 through 37-2A-11.
> 66 Pa C.S. Chapter 30.

6 FCC News Release, “FCC Eliminates Mandated Sharing Requirement on Incumbents’ Wireline Broadband
Internet Access— Decision Places Telephone and Cable Companies on Equal Footing” (released Aug. 5, 2005).



federal excise taxes’ and state and local gross receipts taxes,® which their Cable Television
(“CATV”), wireless and Voice over Internet Protocol (“Vol P’ ) competitors largely or wholly
escape. Similarly, many competitors are not covered by laws which require ILECs to charge &
911 surcharges and to remit the proceeds to local governmental agencies.®

These unequal tax, surcharge and fee treatments place ILECs at a distinct competitive
disadvantage, as evidenced by the aggressive efforts of Time Warner Cable -- aglobal CATV,
entertainment and communications giant severa times larger than Frontier — to advertise and
promote the fact that its Vol P and broadband service offerings, unlike Frontier’s products, do not
bear such charges. Adding insult to injury, that same company has refused to allow Frontier to
advertise its competing services on Time Warner’ s local cable systems, a situation amounting to
yet another unfair competitive disadvantage Frontier and other ILECs must endure in meeting
the challenges of these aggressive inter-moda competitors.

Given these inequities, the Commission should do everything within its jurisdiction to
level the playing field to the extent that it has the power to do so. Because the Commission
cannot and should not increase the regulatory reguirements on the multitude of unregulated
entities competing with ILECs, the Commission should reduce the regulation of ILECs to the full
extent possible. A reasonable standard for the Commission’s review should be that if a
requirement does not apply to wireless, VolP or CATV providers, then it should not apply to

ILECs.

7 26U.S.C. 84251.
8 New York Tax Law, Article 9.

® New York County Law, Articles 6 and 6-A.



. REGULATION MUST BE ADJUSTED TO REFLECT
MARKETPLACE AND INDUSTRY REALITIES

Frontier is concerned that the Commission’s view of the breagth of the current
competitive market is too narrow. The Commission’s analysis of competition at pages 5-9 of the
June 29, 2005 Order Initiating Proceeding and Inviting Comments in this proceeding deals
almost exclusively with voice telephony services. Basic telephone service, however, is
becoming anincreasingly small and unimportant portion of the packages of services that
consumers are buying and competitors are providing; indeed, basic telephone service is often
wholly displaced and substituted by other products, either individually or in combination, such as
emalil, instant messaging, net conferencing and weblogs -- al of which may be delivered
wirelessly — as well as by competitively provided telephone, wireless voice, Vol P and other |P-
and broadband-based products. Frontier offers the following paradigm of a more expansive view
of the marketplace, based on the concept of “Network Enabled Services’.

Current regulation is based on a paradigm that no longer reflects consumer, market or
industry realities. When most current regulations were promulgated the relevant industry was
“telephone” or subsequently “telecommunications’, the relevant segments were defined as “local
exchange” and “long distance”, and market power appeared to be concentrated in the “local
exchange’. This paradigm largely applied from the creation of the telephone in the 19th century,
up through the passage of the Telecommunications Act of 1996. In the intervening 9 years,
however, the realities have changed dramatically.

“Telephone’, “telecommunications’, “local exchange” and “long distance” no longer
accurately describe the services that consumers and businesses primarily purchase nor the

manner in which those services are employed. Likewise, those terms exclude most of the entities



that provide the vast mgjority of services actually purchased by consumers and businesses, and
the manner in which those entities compete. Today’s reality is defined instead by the expansive
concept of “Network Enabled Services’, of which “telephone”, “local exchange” and “long
distance” arerelatively minor elements. Network Enabled Services are composed of three broad
categories -- Connectivity, Communications and Content — as illustrated on the attached Exhibit.
“Connectivity” refersto last mile and intermediate bandwidth, which may be supplied
over aphysical medium or viawireless spectrum. The sole use of Connectivity is as a conduit
for the delivery and receipt of Communications and Content, the characteristics of which may
dictate the bandwidth requirements for any given Connection. “Communications’ refersto any
electronic interactive correspondence between two or more individuals, either in real-time or via
aform of messaging, two-way or multi-way, in text, voice or multi-mediaformat. Finaly,
“Content” refers to any electronic transmission of information other than an interactive
correspondence between individuals. Typical forms of Content include entertainment (text,
audio, video, multi-media, gaming, etc.), information (data, library resources, sports scores,
news, etc.), and online applications such as software, automation services, or commerce.
Historically, Connectivity was defined as a copper pair (last mile) or transport
(intermediate), which were the “means’ to -- and synonymous with — standard, narrowband
voice Communicatiors (i.e., “telephone”). Today, however, Connectivity is delivered by diverse
and various media, including copper, coax, fiber, microwave and wireless spectrum as the
“means’ to diverse and specialized broadband Content as well as various forms of
Communication. For example, in the home, CATV is the dominant provider of bandwidth today,
primarily for multimedia Content (i.e., television), but increasingly for Internet-based Content

and Internet-based Communications including email, instant messaging, video conferencing and



lately for VolP as well. In the office, business-focused regional, national and global companies
dominate in the provision of Connectivity (typically T1 or some form of DSL) for the delivery of
myriad forms of business Communications and Content. Finaly, in both home and office,
narrowband landline Connectivity —i.e., plain old telephone service (“* POTS’) -- isbeing
displaced by wireless Connectivity, which is dominated by another segment of global companies
and partnerships such as Verizon Wireless (ajoint venture of Verizon and V odafone) and
Cingular (ajoint venture of SBC and Bell South).

Similarly, Communications in prior eras was limited to standard, real-time, narrowband,
fixed- location voice telephone service, which was (and largely till is) the bread and butter of
ILECs. Today, however, diverse options and substitutes from a multitude of sources compete
with the ILECS' basic voice telephony offerings. Communications options are available in a
dizzying array of choices, including: real-time or messaging, text, voice or multi- media,
narrowband or broadband, fixed or mobile (wireless). Additionally, narrowband
Communications — both voice and text, real-time and messaging — are increasingly migrating to
mobile platforms employing wireless Connectivity. At the sametime, VolIP, Instant Messaging
(IM), Email and other |P-enabled/broadband-enabled Communications are Connectivity-
independent; for example a piece of customer premises equipment (* CPE” ) supplied by a Vol P
provider such as Vonage can be used to place voice telephone calls over any broadband
Connection to the public Internet. Thisis an unprecedented disentanglement from one another of
Connectivity and Communications, which were previously synonymous and inseparable;
Communications has become merely an application riding atop a Connection, and is no longer

necessarily afundamental aspect of a specific Connection.



Finally, Content has also evolved dramatically in recent years. For most of the past
century, Content was finite but ubiquitous, characterized by one-way, over-the-air broadcast
radio or television. Today, however, Content is profuse, increasingly interactive, and dominated
by large scale global providers. Inthe Home, television is still the primary form of Cortent, but
CATYV and Direct Broadcast Satellite (“DBS’) have aimost entirely displaced over-the-air
broadcast, with Internet-based options growing rapidly. For both conventional television and
Internet-based content, CATV providers, their affiliates or joint ventures dominate much of this
programming. In the Office, Content is dominated by speciaized financial and business
information and software companies, including affiliates of major CATV providers. ILECs have
virtually no presence in Content markets at present.°

Though they previously defined the total scope of options available to consumers and
businesses -- and thus were the appropriate focus of regulation -- the categories defined by the
terms “telephony”, “local exchange” and “long distance” are today increasingly imprecise,
artificial and arbitrary. “Network Enabled Services, and its three component categories —
Connectivity, Communications and Content — are truer descriptors of competitive, market and
consumer redlities. By continuing to focus purely on the narrow category of “local exchange”,
while ignoring these broader more relevant categories, traditional regulation will create

increasingly perverse results. ILECS supposed “dominance’ of fixed location, narrowband,

wireline local exchange voice telephone service is no more relevant to today’ s marketplace

10" To date, the most high profile and significant efforts by ILECsin the Content arena have been various |LECS
agency or resale arrangements with Digital Broadcast Satellite (DBS) providers, whereby the DBS providers
television products may be bundled and co-marketed with the ILECS' telephone and high speed I nternet
products. Insuch an arrangement, however, an ILEC essentially operates as a sales and billing agent for aDBS
provider's video delivery platform, with the Content delivered via such platform actually owned and controlled
by 3rd parties, alarge percentage of whom are competing CATV providers such as Time Warner.



redities than is Apple Computer’s “dominance” of the Macintosh operating system; both ILECs
and Apple participate in markets much larger than the small segmentsin which each is
supposedly “dominant”.

The example of Time Warner Cable Television isillustrative of this point. In terms of
Connectivity, Time Warner controls a ubiquitous, substantially unregulated local CATV
network. Interms of Content, Time Warner Cable is part of a global corporate empire dominant
in news, entertainment, print, audio, video, movies, music, online services, software, etc. In
terms of Communications, that same empire dominates email and instant messaging. In the early
years of this decade, Time Warner successfully leveraged its dominance of CATV Connectivity
and Content to secure a leading position in broadband | P-based Connectivity in its markets. Itis
now leveraging its dominance of combined CATV/broadband Connectivity and global Content
in order to dominate voice Communications viaits Vol P offerings. Against this powerful, multi-
faceted competitor, Frontier’ s supposed “dominance” of traditional narrowband, wireline local
exchange voice telephone in its markets is wholly irrelevant and illusory.

As this discussion demonstrates, Network Enabled Services are dominated by
unregulated or lightly regulated global conglomerates, such as Time Warner, Comcast, Verizon
Wireless and Cingular. Paradoxically, however, regulation uniquely targets and handicaps
ILECslike Frontier, while allowing these other powerful global competitors near complete and
unfettered movement. Consumer welfare, the public interest and principles of competitive
neutrality require that ILECs be freed to meet these formidable challengers without artificial
regulatory handicaps. This means that Frontier and other ILECs must be freed from:

Expensive, backward- 1ooking mandates

Restrictions on pricing
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Other costly, intrusive and distorting regulations.

1. FRONTIER’S PROPOSAL

A. Frontier’s Specific Proposals for Regulatory Reform.

Frontier proposes that the Commission implement the following regulatory reforms for

ILECsin order to level the playing field and to promote fair and effective competition:

1. Alternativeregulatory plan. Asdescribed in the preceding sections, ILECs
face robust, well-financed intra- and inter-modal competition virtually ubiquitously throughout
New York State. In order to be able to meet such competition, each ILEC should be permitted to
optionally replace its existing regulatory regime (e.g. rate-of-return, price cap, or negotiated
alternative form of regulation) with a new price regulation plan, which would address the
following three categories of services. (i) basic single line residential telephone service; (ii)
intrastate switched access service; and (iii) all other PSC-regulated services. At the end of five
years, this alternative regulatory plan would be subject to review, renewal or revision.

i. Basicsinglelineresidential telephone service. The level of
competition faced by Frontier and other ILECs justifies substantial regulatory relief across all
service categories. However, Frontier recognizes that for some period of time the Commission
may wish to maintain specific safeguards on service purchased by certain customers. In light of
the aggressive manner in which wireless companies, CATV companies and CLECs compete to
provide bundled services to residential consumers and any and all services to business customers
across the state, the only customers who might remotely require any residual protection are those

residential households which choose to purchase single line, un-featured residential telephone
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service on a stand-alone basis. For such households, ILECs may yet continue to function as the
provider of last resort. Thus, it may be appropriate to maintain a limited amount of additional
regulatory oversight of such basic service for afinite transitional period.

To that end, the Frontier proposal would subject basic, single line, un-festured residential
service!! to a price cap mechanism established at the higher of the ILEC's existing rate or
VerizonNew York’srate for similarly situated customers, plus or minus annual changesin the
Consumer Price Index and alimited option of rate rebalancing as described in subsection ii.
below. Regardless of how the price cap may change over time, the fact of the matter is that
ILEC pricesfor basic service will be heavily constrained by competitive market forces.
Additionally, ILECS' requirementsto provide new basic dial tone service without construction
charges would be capped at a capital cost of $5,000 per customer for line extensions or facilities
upgrades.

ii. Intrastate Switched Access. Like basic, single line, un-featured
residential telephone service, switched access may require some additional level of protection.
Under the Frontier plan, intrastate switched access charges will be fixed at current levels, with
changes permitted only as aresult of: (1) discretionary reductions in such charges by an
individual ILEC; (2) a generic regulatory proceeding which alters such chargesin arevenue
neutral manner; (3) arevenue neutral rate rebalancing of such charges, with rebalancing

occurring among various switched access elements or between switched access elements and

M Frontier proposes to define “basic service” asasingle, residential line without features, offered ubiquitously to
every household within an exchange on a stand-alone basis, with full backup power for the minimum period of
hours currently required of the ILEC, full 911/E911, CALEA and other public safety compliance, full call
signaling compliance, the ability to place and receive calls to and from any PSTN telephone number, long
distance equal access, the consumer protections of Parts 602, 609 and billing “bucketization”, a price-capped or
otherwise regulated price, no less than the current local calling area, and compliance with applicable industry
standards for sound quality and availability.
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other service prices, except that such rebalancing could not result in an increase in the price cap
on basic single line residential telephone service of more than $1 per calendar year; (4) approval
by the Commission of an individual ILEC’s proposal to increase its aggregate switched access
rates in a non-revenue neutral manner, with such approval occurring as aresult of an expedited
proceeding to be completed no more than 60 days after the ILEC files its complete case
including any appropriate cost studies.

iii. All other PSC-regulated services. Asdescribed in the preceding
sections and in the discussion of the price cap mechanism for basic, single line, un-featured
residential telephone service, all other services offered by ILECs are robustly competitive or
contestable. Thus, under the Frontier proposal the Commission should detariff all other PSC-
regul ated services, just as the Commission detariffed billing and collection services in 1990.%2

ILECS intermodal competitors do not tariff their fully substitutable services, and ILEC
tariffing only slows down ILECs competitive responses while providing one-sided and unfair
notice of their pricing plans to their unregulated competitors. Continuing the tariffing
requirement for ILECs in today’ s competitive circumstances is like requiring vendors of
consumer electric clothes dryers to submit to price regulation while vendors of consumer natural
gas clothes dryers go unregulated.

Frontier’s proposal does not cover reciprocal compensation or unbundled network
elements. To the extent the pricing and provision of reciprocal compensation and unbundled
network elements are largely governed by applicable and effective federal laws and regulations,

the Commission’s jurisdiction over such activitiesis limited. However, Frontier urges the

12 Case 89-C-191, Proceeding on Motion of the Commission to Review Telecommunications Industry Provision of
Billing and Collection Servicesto Third Parties, Opinion and Order Concerning the Regulation of Billing and
Collection Services (issued and effective Dec. 28, 1990).
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Commission to exercise those powers it does possess over such activities in a manner to limit the

competitive harms and costs imposed on ILECs.

2. Application, deposit, billing, service termination and similar regulations.
The Commission should repeal service application, deposit, advance payment, billing and
collection regulations (Parts 600, 606, 608 and 609 and the billing “bucketization” requirements
established in Case 90-C-1148") for all services except for Part 609 and the billing
“bucketization” requirements as applied to basic unfeatured single line residential service. The
ILECs unregulated wireless, Vol P, broadband and cable telephony voice providers are not
required to follow any of these rules, and the ILECs should be freed from them except for the

most basic of services.

3. Consumer Relations Rules and Service Standar ds Reporting. The

Commission should repeal consumer relations and service standards requirements and reporting
(Parts 602 and 603), because these requirements impose substantial costs on ILECs and do not
apply to their unregulated facilities-based providers. Frontier recognizes the need of the
Commission to continue to monitor the availability of high quality dial tone service. Frontier
therefore proposes that the Commission continue to monitor the Commission Complaint Rate,
adjusted as discussed below* to reflect justified complaints.

In light of the Commission’s concern with basic service customers, although Frontier

believes that the competitive market should ensure high levels of customer service, Frontier

13 See Case 90-C-1148, In the Matter of the Rules and Regulations of the Public Service Commission Contained in
16, NYCRR, Chapter VI, Telephone and Telegraph Cor porations — Amendments to Subchapter A, Service, by the
Addition of a New Part 606 — Billing and Collection Services, Order Approving Settlement Agreement, and
Order Approving Modification of Settlement Agreement (issued and effective Aug. 7, 1992 and Dec. 30, 1993).

14" See response to “ Service Quality” question 1, below.
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would propose that Part 602 would continue to apply to basic unfeatured single line residential

service.

4. Annual and TMP Reports. The Commission should eliminate annual
reporting requirements (Part 641) and Transition Monitoring Plan (“TMP”) filings, except for
the filing of copies of reports and data required to be filed with the FCC, and except for the
ownership reporting requirements of Public Service Law 8111, for the same reason that none of
these obligations apply to most intermodal competitors. With respect to the TMP, thereis no
need to monitor competition in an aready competitive market, and there is no way to monitor

competition effectively if most of the competitors make no filings.

5. TheCapital Program Filing.  The Commission should eliminate the

Capital Program Filing requirement (16 NY CRR 8644.3), again for the same reasons.

6. Harmonization of State and Federal USOA. The Commission should
eliminate differences between the New Y ork State Uniform System of Accounts (Parts 660-684)
and the Federal Communications Commission’s Uniform System of Accounts (47 CFR Part 32)
in light of the fact that the accounting differences only add costs without providing information

necessary for regulation in a competitive environment.

7. TheNetwork Rédliability Proceeding. The Commission should terminate
the Network Reliability proceeding™® without adding new investment or reporting requirements,
in light of the fact that the ILECS' networks, already the most reliable of all the competitive

networks in New Y ork State, are rapidly losing customers to unregulated dial tone providers with

15 Case 03-C-922, Proceeding on Motion of the Commission to Examine Telephone Network Reliability.
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less robust networks (e.g., cellular, Vol P and cable telephony) who are offering lower prices for

even the most basic telephone services in part because of the lack of such requirements.

8. Regulatory Reserves. The Commission should eliminate any remaining
“regulatory reserves’, which only serve to provide an “overhang” against the ILECS' future
financial results in this highly competitive market, and require significant resources to maintain,

research and reconcile. ILECS competitors face no such overhangs.

9. Grandfathering.  The Commission should eliminate the requirement to
“grandfather” existing customers for a period of time when a service, other than basic single-line

unfeatured residential service, is withdrawn or changed.

10. EASRequirements.  The Commission should eliminate the Extended
Area Service process and requirements, '® because local calling areas and long distance charges
will be established by the competitive market. Many competitors including wireless, Vol P and
cable telephony providers as well as many ILECs themselves already offer low-cost flat rate
nationwide calling plans that make local calling areas irrelevant, and any consumer wishing a
larger calling area need only subscribe to one of these many plans. However, some protections
may still be appropriate for the most basic of services, and Frontier’s proposal preserves existing

local calling areas for basic, unfeatured single line residential customers.

11. 1CB Filings. The Commission should detariff Individual Case Basis

(ICB) contracts in competitive situations. The Commission has permitted short ICB filings for

16 Case 91-C-0197, Extended Area Service Guidelines, filed in Case 26403: Adoption of Revisions, Staff Report
Approved as Recommended and so Ordered by the Commission (issued and effective June 17, 1991).
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customer-specific contracts for well over a decade,’’ but not even these notice requirements
apply to the ILECS' unregulated facilities-based competitors. Therefore, the filing requirement
only serves to provide ore-sided and inequitable notice to the unregulated competitors of the
pricing and services being offered pursuant to ICB contracts, and should be eliminated.

12. VoiceMail. The Commission should recognize that voice mail isan
enhanced service because it involves subscriber interaction with stored information.*® In
addition, voice mail is fully competitive, with many unregulated service providers offering the

same service.'® The Commission should detariff voice mail asit did billing and collection

services in 1990.%°

B. Unnecessary and Non-Optimal, But Minimally Distorting,
Additional Safeguards.

In Frontier’s view every location in New Y ork State is subject to competition. In the
very few areas where there are no facilities-based competitors, either intramodal or intermodal,
all telecommunications services down to the most basic dial tone services are fully contestable,
given the accelerating expansion of wirelessand CATV operations, and the potential entry of
widespread broadband-over-power line and wireless broadband providers. The Commission can

and should promptly adopt all of the regulatory reforms proposed above, without fear.

17" Case 91-M-0927, Proceeding on Motion of the Commission as to the Administration of Utility Tariffs with

Respect to Individually Negotiated Contracts Between Customers and Utilities, Order Concerning Tariffs
Authorizing Individually Negotiated Contracts (issued and effective May 8, 1992).

18 47U.S.C. 864.702(3).

19 The 2004-2005 Rochester, NY Y ellow Pages list 5 unregul ated voice mail providers in the Rochester area.

20 Case 89-C-191, Proceeding on Motion of the Commission to Review Telecommunications Industry Provision of

Billing and Collection Servicesto Third Parties, Opinion and Order Concerning the Regulation of Billing and
Collection Services (issued and effective Dec. 28, 1990).
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However, if the Commission remains concerned that such measures will not provide
sufficient safeguards, or if the Commission, upon soliciting and receiving advice and counsel
from high legal authority, determines that it cannot legally undertake such measures without
additional safeguards, Frontier would not oppose the inclusion of two additional mechanisms.
While Frontier believes the addition of such mechanisms would be non-optimal, and unnecessary
to safeguard the public interest and consumer welfare, Frontier believes these mechanisms would

be preferable to other more invasive and cumbersome regulatory requirements.

1. Competitive Trigger. Implementation of reforms 1 and 2, above,

(alternative regulatory plan and elimination of application, deposit, billing, service termination
and similar regulations) could be conditioned on satisfaction of a competitive trigger at the rate
center level. If adopted, such atrigger should be based on the presence of one or more of the
following competitors in the rate center: (1) afacilities-based broadband service provider (e.g.,
cable modem, broadband-over-power line, WiMAX, or WiFi); (2) awireless service provider; or
(3) aCLEC dédlivering local dial tone service viaits own switching platform (conventional or
“soft”, regardless of the physical location of such platform). The remaining proposed reforms, 3
through 12 above, should be adopted for al areas of the state whether or not such trigger is met.

The presence of afacilities-based retail broadband service provider ensures competition
because of the host of VVolP providers, such as Vonage, that stand ready, willing and ableto
provide dial tone services over any broadband connection. The presence of awireless service
provider ensures competition because wireless service is a direct substitute for ILEC dial tone,

and in fact many wireless customers do not maintain a landline telephone at all. The presence of
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a CLEC delivering dialtone services over its own switching facilities ensures competition
because the CLEC can readily provide any form of broadband or dial tone service.?*

Frontier urges the Commission not to apply aformulaic approach to the existence of
competition. Frontier believes that any such approach can be manipulated by the user to achieve
political ends. In addition, any formulathat treats an area as norncompetitive despite the
presence of an actual competitor would ignore reality. It does not take 3, 4 or 5 competitors to
establish competition, and the fact that every telecommunications market in New York State is

fully contestable disciplines even asingle player in the market.

2. Min-Max Pricing for “all other PSC-regulated services’. Inlieuof the
detariffing of “all other PSC-regulated services’ as prescribed in item 1(iii), above, the
Commission should at a bare minimum make such services subject to minimum-maximum
(“min-max”) pricing ranges. Frontier believes that even this level of regulation is unnecessary
and undesirable, but that such a pricing regime could be minimally acceptable provided that: (i)
ILECs are allowed complete freedom to price within the prescribed range without filing specific
rates; (ii) the minimum price could be filed as zero, and the maximum price could be filed at up
to 115% of current rates without being made subject to rate-of-return or cost review; (iii) the
maximum price could be subsequently increased upon approval of the Commissionin a

proceeding to be completed no more than 60 days after the ILEC files its complete case

2L |t should beirrelevant whether such a CLEC uses its own, third party or ILEC facilitiesin the local loop. This
proceeding will not alter the Telecommunications Act of 1996 or the FCC’ s implementing orders and
regulations, which means that however this proceeding turns out, CLECs with their own switching facilities will
continue to have access to ILEC loops, either under mutually agreeable commercial arrangements or under
highly regulated UNE prices, terms and conditions.



19

including any appropriate cost studies; and (iv) any bundle including services not subject to

Commission regulation would be detariffed.

V. LEGAL BASISOF FRONTIER’'S PROPOSAL

All of the measures proposed herein are entirely within the Commission’s current
statutory authority and are supported by Commission precedent. With respect to detariffing, the
Commission detariffed billing and collection services that it determined were “nornbottleneck”
in Opinion No. 90-33.22 Frontier submits that the provision of telephone services, except
possibly for the most basic of residential dial tone lines, is “non-bottleneck” where there is
another facilities-based provider of dial tone servicesthat is either unregulated or lightly
regulated by the Commission.

With respect to flexible price ranges, the Commission has for many years approved the
filing of broad minimum maximum ranges of pricesfor optional or competitive regulated
services, with price changes within the min-max ranges effective upon filing the changes on one
day’s notice.®® By definition, any services subject to facilities-based competition are both

optional and competitive for any corsumer.

2 Case 89-C-191, Proceeding on Motion of the Commission to Review Telecommunications I ndustry Provision of
Billing and Collection Servicesto Third Parties, Opinion and Order Concerning the Regulation of Billing and
Collection Services (issued and effective Dec. 28, 1990).

2 gee Opinion No. 96-13, Case 94-C-0095, Proceeding on Motion of the Commission to Examine I ssues Related to
the Continuing Provision of Universal Service and to Develop a Regulatory Framework for the Transition to
Competition in the Local Exchange Market, Opinion and Order Adopting Regulatory Framework, footnote 2 at
p. 29 (issued and effective May 22, 1996). See also Frontier Telephone of Rochester Tariff P.S.C. No. 2—
Telephone, Section 19.
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With respect to optional price caps on basic services and switched access charges, the

Commission has on a number of occasions approved such innovative regulatory plans.?*

All other proposals made herein can be accomplished by changes in the Commission’s

regulations or by Commission order, without statutory amendments.?®

RESPONSESTO THE COMMISSION’'S QUESTIONS

Consumer Protections

In view of the proliferation of competitive alternatives, is it appropriate for the
Commission to relax some of its traditional consumer protections applicable to

wir eline companies?

Frontier’ s response: Yes. Itisnot only appropriate but essential for the Commission to

do so. Asdescribed in above, unregulated facilities-based service providers are
aggressively competing with ILECs in all customer segments and services. Thus, itis
unreasonable and uneconomical to continue to impose traditional consumer restrictions
only to one class of provider that happens, as a matter of history, to be regulated rather than

unregul ated.

Are there core consumer protections (e.g., Samming, cramming, termination notices,
contract disclosures) that should be enforced by the Commission, notwithstanding the

24 E.g. Frontier's Open Market Plan, initiated in 1995 by Opinion No. 94-25, Cases 93-C-0103 and 93-C-0033,

Petition of Rochester Telephone Corporation for Approval of Proposed Restructuring Plan and Petition of
Rochester Telephone Corporation for Approval of a New Multi Year Rate Stability Plan, Opinion and Order
Approving Joint Stipulation and Agreement (issued and effective Nov. 10, 1994).

% Frontier recognizes that changesin the regulations would require at least one additional notice and comment

period pursuant to the State Administrative Procedure Act.
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existence of competitive choices? Should a set of core consumer protections apply to
wireless and Vol P/cable telephony, aswell as traditional wireline?

Frontier’ s response: The Commission cannot under present law increase requirements

applicable to wireless, Vol P and cable telephony providers. Accordingly, the Commission

should reduce the requirements on ILECs as described above.

3.  Doesthe Commission have a unique role to play in addressing consumer complaints?
Should a common forum for the timely handling of consumer complaints be available
under the auspices of the Commission? In other words, should the Commission’s
complaint handling function and the authority to enforce core consumer protections
be extended to wireless and Vol P/cable telephony? |f so, what should the nature and
scope of that function be?

Frontier’sresponse:  Although the Commission lacks authority to address consumer

complaints of wireless, Vol P and cable telephony customers and should therefore as a
matter of logic and competitive equity refrain from applying this layer of regulation to
ILECs, Frortier does not object to the Commission’s continuing jurisdiction over ILECS
consumer complaints. As described below, 2® Frontier proposes that the Commission
justified complaint rate be the only remaining service standard, in place of the standards in
Part 603. Both complaint jurisdiction and consumer complaints as a service standard
would continue the unlevel playing field, and the Commission should eliminate these

reguirements in the future as unregulated competition continues to accelerate.

%8 geeresponse to “ Service Quality” question 1, below.
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4.  What impact might municipally owned wire/wir eless networ ks have?

Frontier’ sresponse:  Municipally owned networks, whether wired or wireless, further

tilt the playing field against ILECs because of municipalities exemption from taxes, their
ability to finance capital expenditures and operating losses out of tax revenues, and the
near-total lack of regulation of such services when provided over either wires or
unlicensed spectrum.

Thereislittle if anything that the Commission can do about any of these matters
except to recognize that even if the Commission does al it can to level the playing field,
it will still remain tilted against the ILECs if tax-supported and tax-exempt government

entities compete against heavily taxed ILECs.

Universal Service

1. Dotheuniversal service goalsarticulated in 1996 remain valid in 20057?

Frontier’ s response: Yes. Now isthe time to implement the fourth principle: “Providers
in like circumstances should be subject to like regulation.” Given the level of intermodal
competitionin the marketplace, the appropriate response is not to increase regulation of

lightly regulated providers, but to decrease regulation of heavily regulated providers.

2. Our view that “basic service’ should be periodically re-evaluated appears
appropriate in view of the expanding use of and reliance on high speed and wireless
telecommunications capabilities. Does the existing definition of “basic service’

remain appropriatein today’s environment?
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Frontier’ s response: No. As described above, given the intermodal options available in

the marketplace, a “basic service” should be defined as a single residential line without
features that is not part of a bundle of other regulated or unregulated services. Where
customers elect to purchase additional lines, features, or services, the formerly “basic”
component of such service should no longer be treated as basic in recognition of the fact
that all such bundles and combinations are subject to competition, and even the most basic

of dial tone services provided by intermodal competitors are not subject to regulation.

Although, to date, we have not found a need to establish a universal service funding
mechanism to ensure generally affordableratesin “ high cost” areas of the state, does
that concluson remain valid as traditional revenue streams are challenged by
growing competition, technological advancement, and evolving intercarrier

compensation arrangements?

Frontier’ sresponse: A state universal service fund might be desirable if it could be
implemented in a purely competitively neutral manner. However, given the lack of
Commission jurisdiction over most wireless, cable, Vol P and other broadband and dial tone
competitors, it isimpossible to implement a universal service fund in a competitively
neutral manner unless there are significant changes in both federal and state law. A new
fund that is not competitively neutral would tilt the playing field in the wrong direction,
because its financia requirements would fall most heavily on the ILECs that are
experiencing the highest level of competition. Creating a new fund based mostly on
contributions from a subset of the competitors in the most competitive markets would

harm, not benefit, competition.
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Frontier, however, does not oppose the continuation of the Targeted Assistance Fund
(TAF), which isakind of universal service fund. The TAF provides valuable public
benefits, but the Commission should understand that it tilts the playing field because of the
lack of intermodal provider contributions. However, the Commission should stand ready to
eliminate even this funding requirement if its inequities become too severe to sustain in a

competitive market.

4.  What approaches should we pursue to ensure the continued availability of affordable

basic telecommunications serviceto all consumersin New York?

Frontier’ s response: Frontier submits that its proposal assures the continued availability

of affordable basic telecommunications service. This proposal strikes an appropriate
balance between regulatory flexibility and consumer protection in the face of accelerating
intermodal competition by relaxing the regulation of optional and bundled services while

maintaining protection for consumers who only purchase a basic telephone line.

M arket Power and Requlatory Flexibility

1. The basic issue confronting us today is, given the proliferation of intermodal
competition and choices for consumers, what is the appropriate role of the regulator
in preventing market power abuses? More particularly, isthere sufficient actual and
potential competition for retail telecommunications service, including residential
basic local telephone service, to prevent a firm from raising its price or providing

poor quality service without suffering commensur ate competitive losses?

Frontier’sresponse:  As described above, the competitive market in New York State is

extremely robust and mature. That market has produced strong, relevant and self-
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sustaining customer and competitive protections whose power makes continuation of most
regulatory protections unnecessary and in many cases undesirable. The state and federal
law books are full of antitrust, trade practice and other consumer protection statutes and
regulations that apply if the marketplace fails to prevent abuse. Frontier’s regulatory
reform proposal provides a safety net for basic residential customers, including pricing and
service quality protections as well as Commission complaint jurisdiction, thus ensuring

against abuse of basic service customers. No additional regulation is required or desirable.

What measure of competition should we consider when determining whether retail
pricing flexibility is appropriate? Can the Department’s competitive index be used
for this purpose?

Frontier’ s response: See Frontier’ s response to #5, below.

Arethecriteria and assigned weightsin the Department’s competitive index
reasonable? In particular, isthe Vol P telephone weight reasonablein light of

current carrier policies concerning the availability of stand-alone broadband?

Frontier’s response: See Frontier’ s response to #5, below.

Can price levels from competitive areas serve as a first level gauge of reasonableness

for pricesin non-competitive areas?

Frontier’ s response: See Frontier' s response to #5, below.

How do we define competitive ver sus non-competitive areas/mar kets?
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Frontier’ sresponseto 2, 3, 4and5:  Frontier urges the Commission not to apply any

mechanical index of competition. Anindex can be tweaked and manipulated until it
produces the result desired by its user. No one can credibly dispute that New Y ork State’'s
markets are robustly and irrevocably competitive. Other states, on far less evidence and
with far less competition, have implemented far reaching regulatory relief with no adverse
effects. New Y ork State should not just follow their example, but should seek to lead in
that effort, given that its markets are by every measure the most competitive in the world.
If, however, the Commission insists on a more granular measur e of
competition, Frontier proposesavery simpletest: arate center should be considered
competitive, and Frontier’s proposed alter native regulatory plan should apply, if
thereisat least one of the following competitorsin therate center: (1) afacilities-
based retail broadband service provider (e.g., cable modem, broadband over power
line, WIiMAX, or WiFi); (2) awireless service provider; or (3) a CLEC delivering

dialtone services via its own switching facilities.

Should we allow rates in less densely populated areas to increase to their underlying

cost levels?

Frontier’ s response: Frontier’s plan allows market forces to set rates for nontbasic

services, including service bundles. Frontier believes that with the decreasing costs and
increasing bandwidths of new technologies and the acceleration of intermodal market
entry, the market will cause rates for non-basic servicesin all parts of the State to decline.
This, however, should not be something that the Commission should “alow” or “deny.”

Market forces should set the pricesof competitive services.



27

For basic services, Frontier’ s proposal isto allow ILECsto elect either Frontier's
price cap proposal or the continuation of their current regulatory pricing regime. Under
the price cap proposal, basic service prices would not increase for the next 5 years above
the higher of an ILEC’ s existing price or the relevant Verizon New Y ork price, plus or
minus changes in the Consumer Price Index, and rate balancing as set forth in Section

[11.A.L1.ii, above.

Service Quality

1. Howshould we adapt our service quality regulation to the marketplace realities?

Frontier’ s response: The Commission should replace its existing service standards with

a single measurement of “justified” complaints for each ILEC. The Commission should
amend its current complaint process to quantify “justified” complaints in order to avoid
creating incentives for competitors to game the system by filing bogus complaints. Even
this level of regulation and monitoring goes beyond the nonexistent requirements
applicable to ILECS' intermodal competitors. However, the current Complaint rate
measurement is not excessively burdensome, and if modified to quantify “justified”
complaints, it could serve as a minimally intrusive means for the Commission to continue

to monitor the overall level of ILECS service quality.

2. Are output-oriented performance measures still valid as a means of informing
consumer choices, and, if so, should they be expanded to include all modes (wired and
wireless, Vol P and cable telephony)?
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Frontier' s response: No. Performance measures cannot inform consumer choices if

most of the competitors in the marketplace do not provide these measures. Thus, this
question raises amoot point. The Commission cannot currently regulate wireless, Vol P or
most cable telephony providers. Unless and until that situation changes, the Commission
should apply its competitive principle that like competitors should be regulated alike, and
remove restrictions on ILECs that do not apply to their intermodal competitors.

It isaso far from clear that the Commission’s current performance measures track
the performance factors for which consumers are actually willing to pay. Matching
performance to consumer expectations and prices is a function of a competitive market, not

afunction that can be accurately performed by regulation.

Should proactive service quality performance over sight and enfor cement of whatever
breadth be limited to less competitive markets or geographic areas? More
importantly, indeed critically, how can this be done in a manner that ensures the

overall reliability of the underlying inputs, the inter connected networ ks themselves?

Frontier’ s response: The competitive marketplace is virtually ubiquitous throughout

New Y ork State and will enforce consumers' service quality requirements. Frontier
submits that the Commission should maintain service quality reporting by ILECs only

through the Commission complaint rate.

Regulatory reform in the area of telecommunications service quality must not
compromise the state’'s economic well-being, security, or safety. How isthisdonein
other critical infrastructure areas (e.g., transportation), and how do those experiences

inform us?

Frontier’ s response: Frontier offers no comment on this question.




29

Is our performance-centric approach appropriate in an era of intermodal

competition, where other service providers (e.g., wireless Vol P) are not subjected to

our regulation?

Frontier’ s response: No. Regulating one competitor and not others providing

functionally the same services damages competition.

If our service quality regulation and reporting were extended to all modalities
(wireline and wireless) and all providers (e.g., Vol P and cellular), what, if any, legal

constraints apply to extending basic service quality regulation to all modalities?

Frontier’ s response: The Commission has been prohibited from regulating VolP by a

Federal court decisior?’ and a preemptive FCC order.?® /ol P-over-cable services appear to
be covered by these decisions. Public Service Law 85(6) deregulates cellular providers and
there is federal preemption of some state regulation (of entry and rates) in this area as
well.?® Unless and until these restrictions are removed, this question is moot. The
Commission should apply its competitive principle that like competitors should be
regulated alike, and remove restrictions on ILECs that do not apply to their intermodal

competitors.

Should we modify, relax, or eliminate performance-based standards in competitive

mar kets?

27

28

29

Vonage Holdings Corp. v. NY Sate Public Service. Comm’'n, 04 Civ. 4306 (CFE) (S.D.N.Y. July 6, 2004) (order
of Magistrate Judge Eaton entering a preliminary injunction).

WC Docket No. 03-211, Vonage Holding Cor poration Petition for Declaratory Ruling Concerning an Order of
the Minnesota Public Utilities Commission, Memorandum Opinion and Order, 19 FCC Rcd 22404 (2004),
appeal pending, National Ass’ n of State Util. Consumer Advocatesv. FCC, No. 05-71238 (9" Cir. Filed Feb. 22,
2005).

47 U.S.C. §332(c)(3).



30

Frontier’ s response: Yes. Seeresponsesto items 3 and 5 above. As discussed above,

detailed performance standards established by a regulator, particularly when applied to
only a subset of competitorsin amarket, can only serve to damage competition.
Consumers will let providers know what performance is required by voting with their

pocketbooks and their feet.

Are performance standards essential to ensure that consumers have access to a
reliable, seamless network of networks and, if so, should they be changed?

Frontier’ s response: No. Seeresponsesto items 3 and 5 above. The market will

establish not only price but aso the level of performance. For example, there is no need
for regulators to determine how clear atelevision picture should be, or how effectively a
lawnmower cuts grass. Companies providing insufficient service will naturally fall by the
wayside as the market evolves. Companies with a good reputation for telecommunications

quality, asin the television and lawnmower businesses, will tend to succeed.

Isreporting based on size still relevant? Should we focus our reporting requirements

on less competitive markets or geographic areas?

Frontier’ s response: No. Differential reporting requirements based on the size of the

ILEC make no sense when the greatest level of competition by unregulated providersis
taking place in the service territory of the largest ILECs. Reporting requirements should be

limited to the Commission complaint rate.
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Should we continue to allow an exception for carriers that provide service solely by

repackaging or reselling another carrier’s service?

Frontier'sresponse:  Yes, the exemption for resellers should remain in place. Thereis

no reason to increase regulatory requirements applicable to any carrier.

Should all carriersbeheld to athreshold standard for service?

Frontier’ s response: No, there should be no threshold service requirements. The

Commission does not have the jurisdiction to impose them on the entire marketplace, and
Imposing such requirements on only ILECs only serves to damage competition and tend to

make ILECs economically nonviable. See also responsesto items 2, 3, 5 and 6 above.

Are the customer trouble report rate (“CTRR”) measures still reflective of the

quality of service provided to consumers?

Frontier'sresponse:  See Frontier’ s response to #15, below.

Arethere other morereevant measuresthan the CTRR?

Frontier’ s response: See Frontier' s response to #15, below.

Should a periodic survey of customer satisfaction be used?

Frontier’ s response: See Frontier' s response to #15, below.
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15. Isour Public Service Commission (“PSC”) Complaint Rate Level still relevant?

Frontier’ s response: [Responseto 12 —15] The Commission should discontinue the

CTRR and customer satisfaction surveys along with the other service standard measures
but retain the PSC Complaint Rate Level (modified to track “justified” complaints). The
CTRR and other similar technical measures are meaningless to help consumers choose
their carriers when mog intermodal competitors do not report them. Customer satisfaction
surveys are expensive, fraught with the possibility of error, and again do not apply to

unregulated service providers. See also response to item 5 above.

16. Should we maintain and expand our Commendation Program for excellent service?

Frontier’ sresponse: Frontier supports the continuation of a Commendation Program

provided that it is based solely on the Commission complaint rate, not on other service

standards measures.

17. Parts 602 (Consume Relations and Operations Management) and 603 (Service
Standards) were streamlined in 2000 to better reflect the competitive environment;
should these regulations be re-examined in light of the changing market? Is
additional streamlining needed?

Frontier’ s response: Yes. Part 602 (Consumer Relations and Operations Management)

should be repealed except for basic single line unfeatured residential dial tone service.
ILECS intermoda competitors do not follow these rules. Part 603 should be repealed and
replaced by a single Commission complaint measurement. See also responses to items 3

and 5 above.
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In 1996, we emphasized our duty to know how the state's telecommunication
infrastructure varies by region, how that infrastructure compareswith the rest of the
world’s, and how effective competition is in providing services demanded by
consumers. The primary vehicle for gathering this information is our requirement
for local exchange carriers (LECs) to submit annual construction budgets. Is this
information still needed? If so, should it be modified in some fashion? Are there
mor e relevant indicator s that we should monitor? Are capital dollars still relevant or
should we only consider benchmarks and outputs? Should intermodal competitors
contribute data in order for us to gauge the robustness of telecommunication

infrastructurein the state?

Frontier’ s response: The monitoring of construction budgets is aform of “input”

regulation that should be terminated. In acompetitive marketplace, such regulation has no
place. Reports of the amounts being invested in regulated services by ILECs are becoming
meaningless, because they do not capture data regarding the unregulated services of the
ILECs or their unregulated intermodal competitors that are fully substitutable for Plain Old
Telephone Service. |LEC construction budget filings do not measure the robustness of the

State' s telecommunications infrastructure. This information is no longer needed.

Level Playing Field

Recognizing that federal law plays a significant role in numbering administration,
should the numbering principles referred to above be equally applicable to new, 1P

based numbering solutions?

Frontier’ s response: Numbering administration should continue to be administered

federally, to ensure a seamless network of networks. Frontier anticipates that the



Commission will continue to play an important role in number conservation and the
ingtitution of new area codes. It istoo soon to attempt to make determinations about how

| P-based numbers may work or should be administered.

Do we need to implement additional number optimization measures in light of the

potential demand for numbers by new competitors?

Frontier’ s response: Frontier urges the Commission to “stay the course” with respect to

number conservation and to be prepared to be flexible if additional numbers are required.
To the extent that “follow me, find me” services become widespread, the need for unique

telephone numbers for every telephone device and location may actually decline.

Are the numbers and listing information of |P-based subscribers available generally

at reasonableterms, or isthis a new bottleneck?

Frontier’ s response: Frontier is unaware of any bottlenecks with respect to telephone

numbers or listings of |1P-based subscribers.

ArelP-enabled providers able to access the infor mation they require from telephone,

cable, and wireless sour ces to support efficient management of their operations?

Frontier’ s response: Frontier is unaware of significant problems experienced by such

providers in obtaining necessary information.

Do gapsin the availability of number portability represent an impediment to choice?

Frontier’ s response: Number portability is not a bottleneck. All of Frontier’s New Y ork

exchangesare already portability-capable. If there are any non-portable local exchange
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carrier or CMRS numbers anywhere else in the State, any telecommunications carrier may

require the exchange to become portable on six months' notice.*°

6. Are routing and rating information routinely exchanged, or are carriers exerting
dominance to obscur e the infor mation necessary to ensure appropriate compensation
and efficient network management?

Frontier’ s response: Unbillable “phantom traffic” is a serious problem for New Y ork

State ILECs. Itisnot aresult of “dominance” but instead a result of traffic routing through
multiple carriers in such a way that intentionally or unintentionally the terminating ILEC is
receiving large quantities of terminating traffic for which it is difficult or impossible to
identify and bill, where appropriate, the originating carrier. Thisissue has little to do with
increasing competition, except to the extent that unscrupulous carriers may have an
economic motivation to hide their responsibility for paying terminating access or reciprocal

compensation charges.

7. Have the FCC’s recent rule changes restored an appropriate balance for facilities-

based provision or isthere more we should and could do?

Frontier’ s response: The playing field is till tilted against the ILECs and there is not

yet an appropriate balance between competitors and ILECs. The FCC’s rules on
intercarrier compensation, including reciprocal compensation payable to and by facilities-

based local competitors, require significant reform, as the FCC has recognized in its current

30 47 CFR §§52.23(c), 52.31(a).
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rulemaking on this subject®!. The FCC's rules on Unbundled Network Elements continue
to tilt the playing field against ILECs with respect to carriers that are partially but not
wholly facilities-based. Frontier at this time has no specific suggestions for the
Commission to remedy these situations except to take what steps it can within its own

jurisdiction to leve the playing field.

8.  How hasthe playing field leveled for the state’s smaller incumbent carriers? In our
original order, we implemented a modified version of the “joint proposal” originally
offered by the New York State Telephone Association. That proposal envisioned a
gradual change in therelationship among local carriers, under which theincumbents
would all gradually transition to a common basis for exchange of traffic and
intercarrier compensation that would be symmetrical with the state's competitive

local exchange carriers. How isthetransition proceeding?

Frontier’ s response: In the past several years, steps have been taken to eliminate EAS

settlements between Verizon and the Independents and, for the few remaining carriers
receiving the payments, the settlements will be phased-out in the near term. In addition,
the Independents all exchange traffic with CLECs and compensate each other on a
symmetrical basis. Specificaly, traffic exchanged between an Independent and a CLEC
operating in a Verizon exchange which is EAS to the Independent’s exchange is
accomplished as it is done between the Independent and Verizon directly. The only
differences that arise are when virtual NXX codes are used by the CLEC or the billing

records have been altered by another provider (phantom traffic). In these cases, the traffic

31 CC Docket No. 01-92, Developing a Unified Carrier Compensation Regime, Further Notice of Proposed
Rulemaking, 115 28 (released Mar. 3, 2005).
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is exchanged, but any problems with compensation are due to the incompl eteness or

ateration of the billing records.

Where market dominance persists or emerges for bottleneck facilities or functions
that arecritical for fair competition, active gover nment oversight must exist. Arethe
Commission’s processes adequate to remedy potential bottleneck issues?

Frontier’ s response: Under Frontier’s proposal, the Commission will retain its oversight

over the interconnection of carriers pursuant to Public Service Law 897(3) and the
Telecommunications Act of 1996. These statutes provide adequate remedies for any
remaining potential bottlenecks of facilities or functions. There should be no bottlenecks

as long as traffic flows seamlessly among carriers.

CONCLUSIONS.

Accelerating intermodal competition has developed in the telecommunications industry

in ways unforeseen by either the participants in the marketplace or the regulators as recently as 5

years ago. The increasing capability and decreasing costs of telecommunications technology

guarantee that competition will only increase for the foreseeable future. Most of the new service

providers competing with ILECs are not regulated and cannot be regulated by the Commission

unless there are sweeping changes in federal and state law. Regulation must adapt to these new

redlities. It no longer protects consumers to regulate ILECs in the current manner. It hurts

consumers to hamstring ILECs with outdated economic, technical and reporting requirements

that only serve to make ILECsless agile and more costly.
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With great foresight the Commission allowed for the possibility of this situation in 1996,
when it adopted its fourth competitive principle: “Providersin like circumstances should be
subject to like regulation.” Now that a significant portion of the market is wholly unregulated, it
istime to significantly relax regulation of the ILECs. Frontier submits that its regulatory reform
proposal strikes a balance between the total lack of regulation enjoyed by its major competitors
and the need to ensure adequate and reasonably priced basic service for al New Y ork
consumers. Frontier has tailored its proposal to steps the Commission may take without changes
in state or federal statutes or in FCC regulation.

Frontier views these measures as only the first appropriate steps. Even if the
Commission implements all of Frontier's recommendations, the playing field will still be tilted
alarmingly against the ILECs, due to the remaining layers of state and federal regulation and

inequities of taxation. Frontier therefore respectfully requests the Commission adopt the
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regulatory reforms set forth in these Comments immediately, and that the Commission
subsequently examine what additional reforms are appropriate as competition accelerates into the

future.

Respectfully submitted,
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NYS DEPARTMENT OF PUBLIC
SERVICE

3 Empire State Plaza

Albany, NY 12223-1350

Tel: (518) 474-4536

Fax: (518) 483-7081

E-mail:
dakin_lecakes@dps.state.ny.us

NYS DPS Staff Case Mailbox
email address:
case_05c0616@dps.-state.ny.us

JOHN COLEMAN

MARIA LEBOEUF

NYS DEPARTMENT OF PUBLIC
SERVICE

3 Empire State Plaza

Albany, NY 12223-1350

Tel: (518) 486-2947(Coleman)
Tel: (518) 474-1362(LeBoeuf)
Fax: (518) 474-5616

E-mail: john_coleman@
maria_leboeuf@dps.state.ny.us

ANDREW M. KLEIN, ESQ.

DLA PIPER RUDNICK G/RAY

CARY US LLP

1200 Nineteenth Street, NW

Suite 700

Washington, DC 20036-2412

Tel: (202) 861-3827

Fax: (202) 689-8435

E-mail: Andrew.Klein@
DLAPIper.com

ROBERT PUCKETT

LOUIS MANUTA

NYS TELECOMMUNICATIONS

ASSOCIATION, INC.

100 State Street

Suite 650

Albany, NY 12207

Tel: (518) 443-2700

Fax: (518) 443-2810

E-mail: rpuckett@nysta.com
Imanuta@nysta.com

JOHN SUTPHEN

FAIRPOINT COMMUNICATIONS

One Taconic Place

Chatham, NY 12037

Tel: (518) 392-1474

Fax: (5618) 392-1290

E-mail: jJsutphen@
fairpoint.com
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ROBERT A. GANTON, ESQ.

U.S. ARMY LEGAL SERVICES

AGENCY

901 N. Stuart Street

Suite 525

Arlington, VA 22203-1837

Tel: (703) 696-1645

Fax: (703)696-1645

E-mail: Robert.ganton@
hgda.army.mil

MR. HARRY GILDEA

SNAVELY, KING, MAJOROUS,

O"CONNOR & LEE

1220 L Street, NW

Suite 410

Washington, DC 20005

Tel: (202) 371-0604

Fax: (202) 842-4966

E-mail: hgildea@
snavely-king.com

CHERIE R. KISER

ERNEST C. COOPER

MINTZ, LEVIN, COHN, FERRIS,

FLOVSKY AND POPEO, P.C.

701 Pennsylvania Avenue, NW

Washington, DC 20004

Tel: (202) 434-7300(Kiser)

Tel: (202) 434-7314(Cooper)

Fax: (202) 434-7400

E-mail: crkiser@mintz.com
eccooper@mintz.com

MICHAEL E. OLSEN

CABLEVISION LIGHTPATH, INC.

1111 Stewart Avenue

Bethpage, NY 10022

Tel: (516) 803-2300

Fax: (5616) 803-2391

E-mail: meolsen@
cablevision.com

SCOTT SAWYER

ALAN M. SHOER

CONVERSENT COMMUNICATIONS

24 Albion Road

Suite 230

Lincoln, RI 02865

Tel: (401) 834-3377

Fax: (401) 834-3350

E-mail: ssawyer@conversent.com
ashoer@conversent.com

-2-
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ANDREW DICKEY

BESTWEB CLEC, LTD.

25 South Riverside Avenue
Croton-on-Hudson, NY 10520
Tel: (914) 271-4500 x101
Fax: (914) 271-4292
E-mail: andy@bestweb.net

SANDRA DIIORIO THORN

JOSEPH A. POST

JOHN LACY CLARK

VERIZON

1095 Avenue of the Americas
New York, New York 10036
Tel: (212) 395-6515(Thorn)
Tel: (212) 395-6509(Post)
Tel: (212) 395-5022

Fax: (212) 768-7569
E-mail:
sandra.d.thorn@verizon.com
jJoseph.a.post@verizon.com
John._T_clark@verizon.com

THOMAS W. MCCARROLL
MARK D. SULLIVAN
RICHARD C. BOZSIK
VERIZON

158 State Street
Albany, New York 12207
Tel: (518) 396-1001(McCarroll)
Tel: (518) 396-1010(Sullivan)
Tel: (518) 396-1020(Bozsik)
Fax: (518) 465-8488

E-mail:
thomas.w.mccarroll@verizon.com
mark.d.sullivan@verizon.com
richard.c.bozsik@verizon.com

BEN WILES, ESQ.

PUBLIC UTILITY LAW PROJECT
90 State Street

Suite 601

Albany, NY 12207

Tel: (518) 449-3375 x14
Fax: (518) 449-1769
E-mail: bwiles@pulp.tc
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BRIAN T. FITZGERALD
LEBOEUF, LAMB, GREENE
& MACRAE, LLP

One Commerce Plaza
Suite 2020

99 Washington Avenue
Albany, New York 12210

Tel: (518) 626-9000
Fax: (518) 626-9010
E-mail: bfitzgerald@llgm.com

(For Time Warner Telecom)

MARTIN C. ROTHFELDER
ROTHFELDER, STERN LLC
625 Central Avenue
Westfield, NJ 07090

Tel: (908) 301-1211
Fax: (908) 301-1212
E-mail: mcrothfelder@

rothfelderstern.com
(For Nextel of NY, Inc.,
Partners, Inc.)

KEITH J. ROLAND, ESQ.
ROLAND, FOGEL, KOBLENZ &
PETROCCIONE, LLP

One Columbia Place
Albany, NY 12207

Tel: (518) 434-8112
Fax: (518) 434-3232
Email: kroland@rfkplaw.com

KEITH H. GORDON

OFFICE OF THE NYS ATTORNEY
GENERAL

120 Broadway

New York, NY 10271

Tel: (212) 416-8320

Fax: (212) 416-8877

Email:
keith.gordon@oag.state.ny.us

ELISE L. HILLER

THE CABLE TELEVISION &
TELECOMMUNICATIONS ASSOCIATION
OF NEW YORK, INC.

80 State Street

10" Floor

Albany, NY 12207

Tel: (518) 463-6676

Fax: (518) 463-0574

E-mail: elh@nycap.rr.com

Nextel

As of August 3, 2005

ALLISON LEE

PATRICIA LYNCH ASSOCIATES
111 washington Avenue
Albany, NY 12210

Tel: (518) 432-9220
Fax: (518) 432-9186
E-mail:

alee@plynchassociates.com
(For Cablevision)

RICHARD BERKLEY

ASSEMBLY COMMITTEE ON
CORPORATIONS, AUTHORITIES,
AND COMMISSIONS

422 Legislative Office Bldg.
Albany, NY 12248

Tel: (518) 455-5753
Fax: (518) 455-5920
E-mail:

berkler@assembly.state.ny.us

CHARLES WILLIAMS

MCI

99 Washington Avenue
Albany, NY 12210
Tel: (518) 433-4003
Fax: (518) 433-4078
E-mail:

charles_williams@mci .com

ANDREA EDMONDS
KELLEY DRYE & WARREN
1200 19™ Street NW
Suite 500
Washington, DC 20036

LLP

Tel: (202) 955-9621
Fax: (202) 955-9792
E-mail:

aedmonds@kel leydrye.com
(For Competitive Carrier
Group)

GREGG C. SAYRE, ESQ.
JULTANA JANSON

FRONTIER AND CITIZENS
COMMUNICATIONS

180 South Clinton Avenue
Rochester, NY 14646

Tel: (585) 777-5054
Fax: (585) 263-9986
Email:

gregg.-sayre@frontiercorp.com

juliana. janson@frontiercorp.com
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LARRY MALONE, ESQ.

COUCH WHITE, LLP

540 Broadway

Albany, NY 12201

Tel: ~(518) 320-3441

Fax: (518) 426-0376

E-mail: Imalone@couchwhite.com
(For Cable Association)

DOUGLAS ELFNER

DAVID PRESTEMON

GREGG COLLAR

NEW YORK STATE CONSUMER
PROTECTION BOARD

5 Empire State Plaza

Suite 2101

Albany, NY 12223-1556

Tel: (518) 486-6532(Elfner)

Tel: (518) 474-5016(Prestemon)

Tel: (518) 474-1811(Collar)
Fax: (518) 473-7482

E-mail:

delfner@onsumer.state.ny.us

dprestemon@consumer.state.ny.us

gregg.collar@consumer.state.
ny.us

THOMAS J. MOONMAN

KRASKIN, MOONMAN & COSSON, LLC

2120 L St. Nw

Suite 520

Washington, DC 20037

Tel: (202) 296-8890

Fax: (202) 296-8893

E-mail: tmoorman@
independent-tel .com

(For Small Company Coalition)

ANNE VANBUREN

THE BUSINESS COUNCIL OF NEW
YORK STATE

152 Washington Avenue
Albany, NY 12210

Tel: (518) 465-7511
Fax: (518) 465-4389
E-mail:

anne.vanburen@bcnys.org

As of August 3, 2005

CHARLES C. HUNTER, ESQ.
BROADVIEW NETWORKS, INC.

115 Stevens Avenue

Seventeenth Floor

Valhalla, NY 10595

Tel: (914) 468-8214

Fax: (914) 742-5818

Email: chunter@broadviewnet.com
(For Bridgecom International,
Inc.

JUDY MESSENGER

PAETEC COMMUNICATIONS
One Paetec Plaza

600 Willowbrook Plaza
Fairport, NY 14450

Tel: (585) 340-2822
Fax: (585) 340-2563
E-mail:

Judy.messenger@paetec.com

DAVID P. WARNER, ESQ.
CONSOLIDATED EDISON COMPANY
OF NEW YORK, INC. AND ORANGE
& ROCKLAND UTILTIES, INC.

4 Irving Place, Room 1815-S
New York, NY 10003

Tel: (212) 460-4286
Fax: (212) 677-5850
E-mail: warnerd@coned.com

RUDY STEGEMOELLER

PLUG POWER, INC.

P.O. Box 359
Poestenskill, NY 12140

Tel: (518) 283-0933
E-mail: rudysteg@capital_net
J.K. HAGE 111, ESQ.

HAGE & HAGE, LLC
610 Charlotte Street
Utica, NY 13501-2909

Tel: (315) 797-9850
Fax: (315) 797-1721
E-mail: jk@hagelaw.com
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ANDREW FISHER

IDT AMERICA, CORPORATION
520 Broad Street, 4™ Floor
Newark, NJ 07102

Tel: (973) 438-3683
Fax: (973) 438-1455
E-mail:

andrew.fisher@corp.idt._net

AL WOOD

THE CLEARING HOUSE
450 West 33" Street
New York, NY 10001

Tel: (212) 613-0143
Fax: (212) 564-5109
E-mail: al._.wood@nych.org

ARTHUR L. TRAGER

SECURITIES INDUSTRY ASSOCIATION
120 Broadway

New York, NY 10271

Tel: (212) 608-1500

Fax: (212) 587-3988

E-mail: atrager@sia.com

MICHAELEEN 1. TERRANA
HENRY D. LEVINE

LAURA MCDONALD

KEVIN DILALLO

LEVINE, BLASZAK, BLOCK &
BOOTHBY, LLP

2001 L Street, N._W.
Suite 900

Washington, D.C. 20036

Tel: (202) 857-2550
Fax: (202) 223-0833
E-mail: mterrana@lb3law.com

hlevine@lb3Taw.com
Imcdonald@Ib3Taw.com
kdiTalTo@Ib3Taw.com

MICHELLE EUSANIO

SBC LONG DISTANCE, LLC

1010 N. St. Mary®"s St., 13-31
San Antonio, Texas 78215

Tel: (210) 246-8753
Fax: (210) 246-8759
E-mail: me7826@sbc.com

As of August 3, 2005

BRUCE C. BOHNSACK

GERMANTOWN TELEPHONE
COMPANY, INC.

210 Main Street

P.O. Box 188

Germantown, NY 12526

Tel: (518) 537-6255

Fax: (5618) 537-6700

E-mail: bruceb@gtowntel .com

LAURA GALLO

MCI, INC.

200 Park Avenue
6™ Floor

New York NY 10166

Tel: (212) 519-4436
Fax: (212) 519-4811
Email: laura.gallo@mci.com

JOSEPH P. FIORILLO
INTELECOM SOLUTIONS, INC.
25 West Jefryn Boulevard
Deer Park, NY 11729

Tel: (631) 240-9008

Fax: (631) 243-2808
E-mail: jJoe@intele-com.com

MARK SELLOUK
TRANSBEAM

20 W. 36 Street
12t Floor

New York, NY 10018

Tel: (212) 631-8100
Fax: (212) 379-1230
E-mail msellouk@transbeam.com

PEGGY RUBINO

TRINSIC COMMUNICATIONS, INC.
601 South Harbour Island Blvd.
Suite 220

Tampa, FL 33602

Tel: (813) 233-4628

E-mail: prubino@trinsic.com
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ANNE MCPHERSON

JOSEPH SANDRI

1730 Rhode Island Avenue NW
Suite 317

Washington, DC 20036

Tel: (202) 223-2003
E-mail:
Amcpherson@firstavenet.com
Jsandri@firstavenet.com

KENNETH PERES

COMMUNICATIONS WORKERS OF
AMERICA

301 Third Street, NW
Washington, DC 20001-2797
Tel: (202) 434-1185

Fax: (202) 434-1201

E-mail: Kkperes@cwa-union.org

SUMANTA RAY

COMMUNICATIONS WORKERS OF
AMERICA

80 Pine Street, 37 Floor
New York, NY 11050

Tel: (212) 344-2515

Fax: (212) 425-2947
E-mail: sray@cwa-union.org

JODI1 LARISON

UGI ENERGY SERVICES,
d/b/a GASMARK

P.0. Box 659

Nyack, NY 10960

Tel: (845) 353-7512
Fax: (845) 353-7511
jlarison@gasmark.com

INC.

DAVID P. WARNER, ESQ.
CONSOLIDATED EDISON COMPANY

OF NEW YORK, INC. and ORANGE &
ROCKLAND UTILITIES, INC.

4 Irving Place - Room 1815-S
New York, NY 10003

Tel: (212) 460-4286
Fax: (212) 677-5850
E-Mail: warnerd@coned.com

As of August 3, 2005

JOSEPH O. KALH

RCN TELECOM SERVICES,
105 Carnegie Center
Princeton, NJ 08540
Tel: (609) 734-3827
E-mail: joseph.kahl@rcn.net

INC.

ANTHONY HANSEL

COVAD COMMUNICATIONS

600 14 Street, NW

Suite 750

Washington, DC 20005

Tel: (202) 220-0410

Fax: (202) 220-0401
E-mail: thansel@covad.com

ADAM LEWIS

EUREKA NETWORKS

39 Broadway, 19" Floor
New York, NY 10006

Tel: (212) 404-5179
Fax: (212) 404-5199
E-mail:

adam. lewis@eurekanetworks.net

KEVIN M. BRONNER, PH.D.

4 Georgian Terrace
Loudonville, NY 12211

Tel: (518) 489-5252

E-mail: Kbronner@nycap.rr.com

MARK A. KEFFER

AT&T

1120 20" Street, NW
Washington, DC 20036

Tel: (202) 457-3839

Fax: (202-457-3834

E-mail: mkeffer@lga.att.com

JAY E. GRUBER
AT&T

99 Bedford Street
Boston, MA 02111
Tel: (617) 574-3149

Fax: (617) 227-4420

E-mail: jJegruber@lga.att.com

— 4™ Floor
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MARY E. BURGESS

RITA M. LANG

AT&T

111 washington Avenue

Albany, NY 12210

Tel: (518) 463-3148(Burgess)

Tel: (518) 463-3221(Lang)
Fax: (518) 463-5943
E-mail: meburgess@att.com

rmlang@att.com

J.T. MEISTER, JR.
ALLTEL COMMUNICATIONS
One Allied Drive
Little Rock, AR 72202

Tel: (501) 905-5619
Fax: (501) 905-5679
E-mail:

James.t.meister@alltel .com

JOHN G. WILLIAMS, ESQ.

NEW YORK STATE ASSEMBLY
Agency Bldg. 4, 12th Floor
Empire State Plaza

Albany, NY 12248

Tel: ~ (518) 455-4865
Fax: (518) 455-4175
E-mail: williaj@

assembly.state.ny.us

HARRY M. DAVIDOW

KELLEY DRYE & WARREN LLP
101 Park Avenue

New York, New York 10178

Tel: (212) 808-7769
Fax: (212) 808-7897
E-mail:

hdavidow@kel leydrye.com

JASON KARP

KELLEY DRYE & WARREN LLP
8000 Towers Crescent Drive
Suite 1200

Vienna, Virginia 22182

Tel: (703) 918-2300
Fax: (703) 918-2450
E-mail:

aedmonds@kel leydrye.com

As of August 3, 2005

TODD DAUBERT

KELLEY DRYE & WARREN LLP
1200 19™ Street

Suite 500

Washington, DC 20036
Tel: (202) 955-9788
E-mail:

tdaubert@kel leydrye.com

JAMES FINKE
REGULATORY WATCH,
P.O. Box 815
Albany, New York 12201
Tel: (518) 426-5126

Fax: (518) 427-8227
E-mail:
Jfinke@regulatorywatch.com

INC.

MICHELE THOMAS

T-MOBILE USA, INC.

401 Ninth Street, NW

Suite 550

Washington, DC 20004

Tel: (202) 654-5900
E-mail:
Michele.Thomas@T-Mobile.com

LOLITA FORBES

SARAH WEISMAN
VERIZON WIRELESS
1300 1 Street, NW
Suite 400 West
Washington, DC 20005

Tel: (202) 589-3772(Forbes)
Tel: (202) 589-3764(Weisman)
Fax: (202) 589-3750

E-mail: [lolita.forbes@

verizonwirele§s-com
sarah._.weisman@verizonwireless.
com

MARK ASHBY, ESQ.
CINGULAR WIRELESS

5565 Glenridge Connector
Suite 1700

Atlanta, GA 30342

Tel: (404) 236-5568
Fax: (404) 236-5575
E-mail:

mark.ashby@cingular.com
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BETH FUJIMOTO

CINGULAR WIRELESS

P.O. Box 97061, RTC 1
Redmond, WA 98073-9761

Tel: (425) 580-1822
Fax: (425) 580-8652
E-mail:

beth.fujimoto@cingular.com

KAREN SISTRUNK, ESQ.
SPRINT COMMUNICATIONS
COMPANY, L.P.

401 Ninth Street, N.W.
Suite 400

Washington, DC 20004

Tel: (202) 585-1940
Fax: (202) 585-1893
E-mail: Karen.r.sistrunk@

mail _sprint.com

WILLIAM B. WILHELM, JR., ESQ.
RONALD W. DEL SESTO, JR., ESQ.
SWIDLER BERLIN LLP

3000 K Street, NW

Suite 300

Washington, DC 20007-5116

Tel: (202) 424-7500
Fax: (202) 424-7645
E-mail: wbwilhelm@swidlaw.com

rwdelsesto@swidlaw.com
Wilhem (For Vonage Holdings
Corporation)
Del Sesto (For United Online
Inc.)

SCOTT PORTER

WILTEL COMMUNICATIONS, LLC
One Technology Center (TC-15)
Tulsa, OK 74103

Tel: (918) 547-9880

E-mail:
scott.porter@wiltel _.com

TERRY J. ROMINE, ESQ.
US LEC CORP.

6801 Morrison Blvd.
Morrocroft 111
Charlotte, NC 28270

Tel: (704) 319-1119
Fax: (704) 602-1119
E-mail: tromine@uslec.com

As of August 3, 2005

ROCHELLE D. JONES
TIME WARNER TELECOM
14 Wall Street

ot Floor

New York, NY 10005

Tel: (212) 364-7319
Fax: (212) 364-2383
E-mail:

rochelle.jones@twtelecom.com

ANDREW GANSBERG, ESQ.
NIXON PEABODY LLP

30 South Pearl Street
Albany, NY 12207

Tel: ~(518) 427-2657

Fax: (518) 427-2666
E-mail:
agansberg@nixonpeabody.com




