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Re:  Inre Apphcation of GTE Corp., Transferor, and Bell Atlantic Corporation, Transferee For
Consent to Transfer Control of Domestic and International Sections 214 and 310
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Dear Ms. Dortch:

The enclosed materials are being filed pursuant to Verizon Communications, Inc.’s obligations
under Appendix D, Section XX, paragraph 55 (c) of the Memorandum Opinion and Order, FCC
00-221 (rel. June 16, 2000) in the above referenced docket requiring filing of annual compliance
reports with the Audit Staff and for the public record no later than March 15, or the first business
day thereafter, of the calendar year following the year covered by the report.

This letter provides notice that a copy of the report was filed with the Enforcement Bureau’s Audit
Staff.

Please include the enclosed document in the record of the above referenced proceeding.

Sincerely,

—
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March 11, 2004

Mr. Hugh Boyle

Chief Auditor

Enforcement Bureau, Investigations and Hearings Division
Federal Communications Commissicn

445 12th Street, S.W.

Room 6 — C217

Washington, D.C. 20554

Dear Mr. Boyle:

As the Verizon senior corporate regulatory compliance officer, [ am submitting Verizon’s 2003
Annual Compliance Report. 1 have responsibility for all regulatory compliance activities,
including compliance with merger — related conditions described in Appendix D, Section XXI,

paragraph 55(c) of Docket No. 98-184.

Sincerely,
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Jeftkdy W. Ward \
Senior Vice President - Regulatory Compliance
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Introduction
Verizon Merger Compliance Report
March 11, 2003

The Bell Atlantic/GTE Merger Conditions ("Merger Conditions") require Verizon to
submit a report annually by March 15 addressing the Company's' compliance with the
Merger Conditions for the preceding calendar year. This report summarizes Verizon's
compliance efforts from January 1, 2003 through December 31, 2003. Verizon is
committed to complying with all Merger Conditions and has done so in all material
respects, as specified in this Merger Compliance Report. Sufficient resources have
been and will continue to be dedicated and adequate processes have been created and
will continue to be followed to comply with the Merger Conditions. Under the direction
of the senior corporate regulatory compliance officer, Verizon maintained an internal
control and program management approach to provide reasonable assurance of its
compliance with the Merger Conditions. The essential components of this approach, as
described in Verizon's first three Annual Merger Compliance Reports, remained
materially the same in 2003.

There were no additional merger efficiencies gained in 2003.

! The word “Company” or “Companies” used throughout this report refers to the Verizon telephone
companies operating as incumbent local exchange carriers (“ILECs”), collectively as follows: Contel of the
South, Inc. d/bfa Verizon Mid-States, GTE Midwest Incorporated d/b/a Verizon Midwest, GTE Southwest
Incorporated d/b/a Verizon Southwest, The Micronesian Telecommunications Corporation, Verizon
California Inc., Verizon Delaware Inc., Verizon Florida Inc., Verizon Hawaii Inc., Verizon Maryland inc.,
Verizon New England Inc., Venzon New Jersey Inc., Verizon New York Inc , Verizon North Inc., Verizon
Northwest Inc., Verizon Pennsylvania Inc., Verizon South Inc., Verizon Virginia Inc., Verizon Washingten,
DC Inc., Verizon West Coast Inc., Verizon West Virginia Inc., provided that, with regard to the
Micronesian Telecommunications Corporation, these assertions only apply to Merger Conditions tV, XIV,
XVl XV, XIX, XX, XX, XX, XXV, and XXV (see Merger Conditions, n.3).
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|. Separate Affiliate for Advanced Services

Section 1: Compliance Summary

The Company complied with the requirements of this condition as described herein.
Verizon operated in compliance with the requirements of paragraph 12 of Condition I,
which govern certain aspects of Verizon's provisioning of advanced services after the
sunset of the separate affiliate requirement.?

Section 2: Responsible Executives

Name | Title
Virginia Ruesterhoiz President — Wholesale Markets
David Destefano Senior Vice President — National Services representing

Verizon Advanced Data Inc., NYNEX Long Distance
d.b.a. Verizon Enterprise Solutions, and Verizon Global

Networks Inc.
William Wallace Chief Executive Officer — Verizon Avenue
Raymond Wierzbicki Senior Vice President — Customer Services

Section 3: Additional Action Taken

None.

% On September 26, 2001, the FCC accelerated the sunset of the separate affiliate merger condition.
Verizon ceased applying the separate affiliate merger rules imposed by Condition | of the Merger
Conditions to Venzon Advanced Data Inc. as of September 27, 2001, Concurrent with the sunset of the
separate affiliate merger condition, Verizon began operating under paragraph 12 of the Merger
Conditions.

Verizon Communications Inc.
Merger Compliance Report
March 11, 2004
Page 2



II. Discounted Surrogate Line Sharing Charges

Section 1: Compliance Summary

The provisions of this condition will apply only if the FCC line sharing rules are
overturned on a final and non-appealable judicial decision. No implementation was
necessary given the effectiveness of the FCC's line sharing rules.

This condition sunset on June 30, 2003.

Section 2: Responsible Executive

Name

Title

Virginia Ruesterholz

President — Wholesale Markets

Section 3: Additional Action Taken

None.
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lll. Loop Conditioning Charges and Cost Studies

Section 1: Compliance Summary

The Company complied with the requirements of this condition as described herein.
The Company continued to make interim loop conditioning rates availabie in those
states where permanent rates had not been approved by a state commission. These
rates are subject to true-up once a state has approved the individual state-level cost
studies, and true-ups were done as needed. Permanent rates for loop conditioning
became effective in Oregon and in the former Bell Atlantic service area in Pennsylvania
in 2003. The Company did not charge for conditioning of eligible loops less than 12,000
feet to meet minimum requirements through the removal of load coils, excessive
bridged taps or voice grade repeaters, and obtained telecommunication carrier
authorization prior to proceeding with any conditioning that would result in charges to
the telecommunications carrier.

This condition sunset on June 30, 2003.

Section 2: Responsible Executive

Name Title

Virginia Ruesterholz President — Wholesale Markets

Section 3: Additional Action Taken

None.
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IV. Non-Discriminatory Rollout of xDSL Services

Section 1: Compliance Summary

The Company complied with the requirements of this condition as described herein. In
particular:

a.

In each state where xDSL had been deployed in at least 20 urban wire centers,
at least 10% of the wire centers Verizon deployed were from the Low Income
Urban Pool, and in each state where xDSL had been deployed in at least 20 rural
wire centers, at least 10% of the wire centers Verizon deployed were from the
Low Income Rural Pool.

Verizon filed the 2003 quarterly status reports demonstrating compliance with
this condition on April 30, 2003, July 31, 2003, October 30, 2003, and February
27,2004. Verizon filed minor corrections to the first, second and third quarter
2003 reports with the fourth quarter 2003 filing.

The condition sunset on December 31, 2003 in states which had met the 20
urban or rural wire center threshold prior to the first status report being filed on
January 31, 2001. In states where the 20 urban or rural wire center threshoid
was met between January 1, 2001 and June 30, 2003, the condition will sunset
36 months from the date that the threshold was met.

In a letter filed with the FCC on November 14, 2003, Verizon requested that the
Enforcement Bureau issue an interpretation of Condition IV to recognize that it
sunset on June 30, 2003 in all states where xDSL service was not deployed in 20
urban or rural wire centers by that date. On February 12, 2004, the FCC granted
Verizon's request to sunset this condition on June 30, 2003 for those states in
which Verizon had not triggered the required condition by June 30, 2003.

Section 2: Responsible Executive

Name Title

Marilyn O’'Connelt Senior Vice President — Broadband Solutions

Section 3: Additional Action Taken

Verizon enhanced the quarterly reporting review process to further minimize the chance
of minor errors occurring.
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V. Carrier-to-Carrier Performance Plan (Including Performance Measurements)

Section 1: Compliance Summary

The Company complied with the requirements of this condition in the following manner
and as described in Section 3: Additional Action Taken. In particular, the Company
carried out the following activities:

a. Made available on an Internet web-site the required monthly performance reports
by the 25th of each month, for each of the required states in the 17 measurement
categories identified in Attachments A-1a and A-1b of the Merger Conditions, for
the prior month. The Competitive Local Exchange Carriers (CLEC) aggregate
results were also provided to the FCC on February 25, 2003, March 25, 2003,
April 25, 2003, May 27, 2003, June 25, 2003, July 25, 2003, August 25, 2003,
September 25, 2003, October 27, 2003, November 25, 2003, December 24,
2003, and January 26, 2004 in an excel-like format demonstrating monthly
performance by state compared to retail performance or a benchmark. Such
performance measurement data contained in these performance reports are
complete and accurate based on the information available at the time and as
described in Section 3: Additional Action Taken.

b. Provided notice on August 11, 2003 to the FCC that the California Public Utilities
Commission (CA PUC) adopted certain changes to the California Carrier-to-
Carrier Guidelines. The Company proposed an implementation schedule of
Verizon recommended changes to the Federal Carrier-to-Carrier Guidelines as
required by the Consent Decree (FCC 02-119) released April 23, 2002. Verizon
recommended incorporating all of the changes adopted by the CA PUC with four
exceptions. On November 14, 2003, the FCC granted approval for one of the
requested exceptions to the California Carrier-to-Carrier Guidelines and denied
the other three. On December 18, 2003, Verizon provided the FCC with the
implementation schedule for the three denied exceptions. On December 19,
2003, Verizon provided notice to the FCC that the New York Public Service
Commission adopted certain changes to the New York Carrier-to-Carrier Plan
and recommended incorporation of the changes that pertain to the Federal
Carrier-to-Carrier Plan. The Company also proposed an implementation
schedule of Verizon recommended changes to the Federal Carrier-to-Carrier
Guidelines as required by the Consent Decree (FCC 02-119) released April 23,
2002.

c. Made voluntary performance payments for 2003 results in accordance with

Attachments A, A-3, A-4, A-5a, A-5b, A-6, A-7a and A-7b of the Merger
Conditions on March 25, 2003, April 25, 2003, May 27, 2003, June 25, 2003, July
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25, 2003, August 25, 2003, September 25, 2003, October 27, 2003, November
25, 2003, December 24, 2003, January 26, 2004, and February 25, 2004.

Notices were provided to the FCC within five business days after such payments
were made.

Merger Condition V prescribes a three-step calculation process for payments
related to performance measurements expressed as averages or means. As
described in letters dated September 20, 2002 and October 3, 2002 from Joseph
DiBella, Verizon Regulatory Counsel, to the FCC, Verizon used a 100% cap in
step two of this calculation process (the “100% Cap”) so that the payment
resulting from that measure does not exceed the total number of occurrences
times the per-occurrence dollar value specified in the Merger Conditions through
March 2003. In a Memorandum Opinion and Order released May 20, 2003, the
FCC concluded that the Merger Conditions do not permit Verizon to apply an
additional cap midway through the calculation process for performance measures
using averages or means. Verizon modified its formula to discontinue capping
the calculated percentage at 100% effective with the April 2003 data month and
the June 25, 2003 payment. In addition, Verizon’s June 25, 2003 payment
included an additional amount of $18,929 reflecting the effect that modification of
its formula had on payments from June 25, 2002 through May 25, 2003.

. Discontinued reporting merger performance measurements for District of

Columbia, Maryland, and West Virginia in accordance with paragraph 17 of the
Merger Conditions, upon the March 19, 2003 FCC order authorizing the
Company to provide in-region interLATA service. Last report filed by the
Company was for March 2003 data.

Section 2: Responsible Executive

[

Name Title

Virginia Ruesterholz President — Wholesale Markets

Section 3: Additional Action Taken

During 2003, certain errors were identified in the carrier-to-carrier performance metrics
reports. Verizon detected a substantial majority of these errors as a result of its internal
controls and quality assurance plan. As errors were identified, corrections were made
using a change control process. Approved change control requests were scheduied for
implementation and closely managed throughout the implementation process. In
addition, the Wholesale Quality Assurance Team conducts periodic reviews of metrics.
Verizon notifies the FCC Enforcement Bureau monthly as issues are detected.
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Verizon maintained a process to evaluate the impact on the metric reports and
performance payments based on the adjusted data, where Verizon had the ability to
adjust the data on a retroactive basis. The net adjustment to the payments due
resulting from the restatements was not significant. August 2002 performance data was
the last month that was restated by the Company for known errors that were corrected
and was provided to the FCC Enforcement Bureau on March 31, 2003. In a letter dated
April 14, 2003 from Dee May of Verizon to Maureen Del Duca of the FCC Enforcement
Bureau, Verizon notified the FCC of its decision to discontinue the voluntary
provisioning of amendments to the FCC Carrier-to-Carrier performance reports effective
as of that date.

During 2003, Verizon continued to implement new processes and procedures to identify
and minimize errors. Verizon performs root cause analysis on change controls that are
issued for corrections. To strengthen internal controls and provide adherence to the
change control process, root cause analysis is also performed for deviations from the
process. Corrective action plans are developed and implemented for both of these
analyses to minimize reoccurrence. Regular Vice President data provider meetings
provide executive level attention on issues and place emphasis on adherence to the
guidelines.

On August 16, 2002, Verizon and the FCC Enforcement Bureau entered into a consent
decree terminating an informal investigation into Verizon’s compliance with the Merger
Conditions. Verizon established a formal metrics compliance program, including a Vice
Presidential steering committee, an error tracking and prevention process, refresher
training of data providers, and communication of data retention requirements. In
addition, Verizon established a data warehouse, which stores and retains data used in
the calculation of Merger Condition V reports. Verizon continues to be in compliance
with the data retention requirements. On February 20, 2003, and August 20, 2003,
Verizon filed data warehouse status reports with the FCC Enforcement Bureau. As of
the filing of the August 20, 2003 report, Verizon had completed the migration of data
into the data warehouse for all metric domains.

The Company has established and maintains adequate internal controls concerning
metric accuracy. In Verizon's March 15, 2003, Annual Merger Compliance Report, the
Company reported that, to reduce the effects of human error, implementation of both a
data warehouse and a third party metric replication process had begun. During 2003,
the Company completed implementation of the data warehouse, and continued third
party metric replications.
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V1. Uniform and Enhanced OSS and Advanced Services 0SS

Section 1: Compliance Summary

The Company complied with the requirements of this condition as described herein. In
particular:

a.

The Company continued to provide in each Bell Atlantic and GTE state the Bell
Atlantic change management process originally developed as part of the New
York Proceeding and approved by the appropriate state commissions. The
Company offered to include a commitment to follow the uniform change
management process in its interconnection agreements with CLECs.

Uniform transport and security protocols continued to be offered across the
merged Bell Atlantic and GTE service areas.

All of the electronic bonding interface requirements sunset during 2002.
Requirements related to the offering of electronic bonding interface sunset on
December 31, 2002. One carrier continued negotiations for electronic bonding
interface after December 31, 2002, but subsequently requested to terminate
those negotiations.

By June 30, 2003, the Company implemented uniform electronic OSS interfaces
and business rules between the former Bell Atlantic and the former GTE service
areas in Pennsylvania and Virginia for at least 60% of the obligated access lines
in Pennsylvania and Virginia.

The changes made to the OSS interfaces and business rules specified in the
Plan of Record (POR) as a result of the collaborative process in the Bell Atlantic
Service Areas and the GTE Service Areas or as modified pursuant to Verizon's
change management process continued to be available.

The OSS functions and product ordering capabilities specified in the POR or as
modified pursuant to Verizon’s change management process continued to be
offered in the Bell Atlantic and GTE service areas. As described in paragraph 64
of the Merger Conditions, the changes made per the POR sunset 36 months
after implementation. Accordingly, the following portions of the POR have
sunset:

i. Inthe former Bell Atlantic service areas, the ordering functions outlined in
Attachment B-1 of the Merger Order, which were not in place at merger close,
sunset in 2003. Specifically, the Electronic Jeopardy Notification and the Line
Loss Report — Electronic Data interchange sunset on October 15, 2003.

ii. Inthe former Bell Atlantic service areas, the products outlined in Attachment
B-2 of the Merger Order, which were not available at merger close, sunset in
2003. Specifically, Unbundled Network Element Network Interface Device
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