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· We request the FCC stops the USTA petition to erase phone company reporting requirements and to restore previously ‘forebeared’ requirements. 
· 
We request the FCC require reporting of all affiliate transactions between AT&T and Verizon’ and their affiliates and to “Follow the Money” and investigate a massive shell game by Verizon to save billions in taxes, raise rates, and manipulate revenues and expenses via the companies’ subsidiaries, including Verizon Wireless, Verizon Online, Verizon Long Distance,  et al. We believe AT&T is also involved in these practices.
New Networks has released a new report to substantiate these claims. 
See: www.newnetworks.com/Verizonshellgame2012.pdf 
The United States Telephone Association (USTA) represents the phone companies and it has petitioned the FCC to essentially erase all requirements to supply information about the companies’ business activities.  Known as “forbearance”, where the rules are still in place but are not enforced, there has been an ongoing campaign to allow the companies to hide what they are doing be removing basic financial information or even the number of lines or services, much less the more mundane and obscure information about ‘cost allocations’, the flow of money between the companies subsidiaries. 
New Networks new report “Verizon’s State-Based Financial Issues & Tax Losses:

The Destruction of America’s Telecommunications Utilities” shows that there is a massive shell game in progress  and the FCC’s erasure of critical data has hampered our ability to ‘follow the money’ as most data has already been  removed from public view. Like the financial services market debacle, where the collapse was in part caused by a failure of the regulators to collect and examine the data from the industry, not to mention proper monitoring, the situation with America’s communications has proven to be equally as harmful. 
It has gone too far and too long. Not only should the FCC stop this petition dead in its tracks, but the FCC should start an investigation into the massive shell game that is now in place to dismantle and destroy America’s Public Switched Telephone Networks, the essential infrastructure, not to mention saving billions on taxes and using these losses to raise rates.
New Networks’ report examined 5 Verizon, state-based utilities – New York, New Jersey, Pennsylvania, Massachusetts and Rhode Island, but we believe this same kind of manipulation of revenues, expenses and assets has been going on in all states, including AT&T territories. 
Five Basic Issues: 
1) Verizon’s state-based SEC filings showed $5.4 billion of losses for 2009 & 2010 in just 5 states — New York New Jersey, Pennsylvania, Massachusetts and Rhode Island --resulting in $1.96 billion of “income tax benefits”. We believe this is happening throughout the US, including other Verizon as well as AT&T states. 
2) These state-based losses appear to be created, not because of drops in business, but because the affiliates, such as Verizon Wireless, Verizon Online or Verizon Long Distance appear to be are dumping expenses into the state based utilities,  not paying what other competitors are paying, and are removing assets, developed by excess monies charged to customers for broadband, out of the  state-based accounting.
3) Verizon Wireless appears to not be paying about ½ of what competitors are paying, is dumping expenses into the wireline divisions and may even been using monies for wireline construction on wireless –  illegally charging local phone customers billions of dollars. 
4) There has been a massive manipulation of data as well to convince the public that the companies are losing money or that they need more financial subsidies. Verizon has been using the “losses” to raise customers’ rates or lower other tax requirements, besides the ‘tax benefits’. Worse, the FCC’s National Broadband Plan gives the companies new fees and increases in multiple ways --- billions in subsidies without auditing the books. 
5) Impacts: These state-based losses raise serious questions of tax evasion, cross-subsidization of Verizon Wireless and the other Verizon affiliates and subsidiaries, the destruction of the public switched telephone networks (PSTN), and harm to the economy, including overcharging customers.

Failure to provide basic, critical data is now the norm. 

· The FCC has previously erased the requirement to supply basic information known as ARMIS, which was last published in the Statistics of Common Carriers in 2007. 
· The phone companies have stopped publishing their state-based annual and quarterly reports for public viewing. 
· The state commissions do not make public this state-based data, and some don’t even collect it anymore.
· The FCC has failed to explain in plain English what this docket/petition is about --- which is to close down data filing requirements, much less explain to the public how the FCC removed most other reporting requirements.   
That’s why there’s only 2 filers on this – The FCC and the USTA. 

In short, while the FCC’s claims it cares about the public interest,  it has now created policies to protect the phone companies from examination – and it must stop here and be reversed. 

And let us be very clear about what we can’t get. 
· There has been no audits by the FCC or the state commissions of the ‘affiliate transactions’ which are the monies being moved between the phone companies subsidiaries, such as Verizon Wireless or Verizon Online and the State utilities. 

· There is no tracking of the monies collected by Verizon and AT&T from local phone customers to pay for the development of these other affiliates. 
· There is no tracking of how Verizon and AT&T are moving assets that are profitable out of the utility to generate losses, which are then used to raise rates or not pay billions in taxes. 
· There’s no tracking of the monies that are built into rates to pay for ‘broadband’ networks that were supposed to replace the old copper wiring with fiber optics. 

· The FCC has failed to publish the “Total Access Phone Lines” – i.e.; all of the current lines in service and that the companies are using. Instead, it now has defined the PSTN as  a subset of ‘voice’ lines,  known as “POTs”, Plain Old Telephone service,  which only accounts for 20%-30% of the total lines in service, leaving out the largest category,  ‘special access’. 
· There is no trackin of the collusion between the wireline and wireless parts of AT&T and Vreizon and it is now clear that the wireless companies have been manipulating the profit margins of wireless services to show increases, while at the same time, lowering the revenues and increasing the expenses of the wireline segment – all for political reasons, not to help America. 
Our report continues this list of issues.
Therefore, we ask the FCC to: 

a) Reject this USTA petition to erase more reporting requirements.
b) Immediately start an investigation into AT&T and Verizon’s manipulation of assets, revenues and expenses, focusing on the affiliate transactions between the companies’ subsidiaries and partners and the state-based companies, such as the relationship of Cellco, Verizon and Vodafone’s joint venture known as Verizon Wireless, and the utility, such as Verizon, New York.
c) Start a new docket to restore the data reporting requirements that were erased. 
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