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BY THE COMMISSION: *COMMISSIONER DAWSON ISSUING A SEPARATE
STATEMENT; COMMISSIONER PATRICK NOT
PARTICIPATING.

I Background

1. In our Access Charge Orders, MTS/WATS Market Structure, C.C.
Docket No. 78-72, Phase I, Third Report and Order, 93 FCC 2d 241
(1983), (Access Charge Order), modified on reconsideration FCC 83-356,
released August 22, 1983 (First Reconsideration Order) we established a
single uniform mechanism through which local telephone exchange
companies will recover the costs of providing access services needed to
complete interstate and foreign telecommunications. The access charge
plan reflected our efforts to adapt existing compensation mechanisms to
rapidly changing telecommunications technologies and market dynamics.
We sought to allow full and fair competition in interexchange services,
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and the benefits such competition would provide to consumers, while
achieving a proper balance among four primary policy objectives: (1)
elimination of unreasonable discrimination and undue preferences among
rates for interstate services; (2) efficient use of the local network; (3)
prevention of uneconomic bypass; and (4) preservation of universal
service.

2. The Access Charge Plan as thus developed had these major
features:

* All charges for interstate and foreign access are to be assessed by annual tariffs
filed with this Commission, replacing the variety of existing compensation mecha-
nisms.

* An Exchange Carrier Association (ECA) was established to prepare and file tariffs
on behalf of carriers wishing to join it and to collect and distribute all Carrier
Common Line rate element revenues.

* End user charges for 1984 were to be $2 for residential lines and up to $6 for
business lines. These charges would be added to local exchange rates (unless a
lifeline waiver were granted in order to preserve universal service) and offset by
lower long distance rates.

* Carrier rate elements are to be based on costs computed and allocated as set out in
the rules, and generally assessed per access minute of use.

* To reasonably approximate carrier charges for “leakage” (i.e., use of the local
exchange for interstate communication without payment of a corresponding usage
charge) a surcharge of $25 per Special Access line termination is applied pending
development of techniques to measure and charge for actual usage.

* For Special Access (basically loca! private lines used for access), carriers were to
establish appropriate subclassifieations, with charges designed to produce the
associated revenue requirement and reflect cost differences in a manner that
complies with Commission rules and decisions.

3. Tariffs implementing the access charge plan were directed to be
filed on at least 90 days’ notice to be effective January 1, 1984.
Concurrently, the American Telephone and Telegraph Company (AT&T)
and the local Bell Operating Companies (BOCs) also filed interstate tariffs
reflecting the access tariffs and implementing the massive divestiture of
AT&T pursuant to the Modification of Final Judgment (MFJ) adopting a
consent agreement with the U.S. Department of Justice.! Altogether, by
October 3, 1983, about 43,000 tariff pages (including 76 separate access
tariffs) and 160,000 pages of associated support material were filed in
response to the access charge plan and divestiture.

4. This Commission recognized the important benefits of implement-
ing access tariffs to coincide with the January 1 date for divestiture.
However, based on its initial review of the filed material, it was clear that
the tariffs presented numerous substantial questions of lawfulness,
notably in areas where the Access Charge Orders are silent or provide

! United States v. American Telephone and Telegraph Company, 552 F.Supp. 131 (D.D.C.
1982), aff'd sub. nom. Maryland v. United States, 103 S.Ct. 1240 (1983).
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only general guidelines. For example, the tariffs propose substantial
ordering charges and other non-recurring charges (an area we pledged to
scrutinize carefully) and widely varying Special Access charges. Approxi-
mately 50 local carriers also had not filed or joined in access tariffs.
AT&T’s interstate tariffs reflecting access and implementing divestiture
also presented significant issues of lawfulness. Altogether, the filed
tariffs fundamentally revised the rates and terms for virtually every
interstate telecommunications service. Moreover, divestiture could pro-
ceed even if access tariffs were delayed. As a result, we concluded that
the benefits of early implementation were outweighed by the need for
careful review and meaningful opportunity for public comment.

5. Accordingly, the Commission set all the access and divestiture
related tariffs for investigation. Investigation of Access and Divestiture
Related Tariffs, CC Docket No. 83-1145 FCC No. 83-470, released
October 19, 1983. (Investigation Order). We also judged that a three
month suspension period would enable us to resolve at least the major
issues necessary to achieve workable tariffs. We therefore suspended all
the tariffs until April 3, 1984 and established three separate pleadings
cycles for public comments and carriers’ replies. In this, Phase I of the
investigation, concerning the access tariffs filed by local telephone
exchange companies (telcos), fifty-five sets of comments were filed
raising numerous issues concerning the ECA and other access tariffs. The
commenters are listed in Appendix B.

6. Two related matters also affect our evaluation of the filed tariffs.
The National Association of Broadcasters (NAB) on December 23, 1983,
requested that the Commission separate the issues in this investigation
and establish additional procedures; specifically it urged that carriers be
required to file “baseline tariffs” containing only those minimal changes
necessary to comply with Commission orders, leaving other matters to
separate, additional transmittals.

7. Most importantly, in our decision on further reconsideration of the
Access Charge Plan, (Second Reconsideration Order, FCC 84-36, re-
leased February 15, 1984, we adopted a number of important changes to
our rules which necessitate changes in the filed tariffs.

* We decided to defer end user charges for residential and single-line business
customers until June 1, 1985, This deferral may be expected to require an increase in
the carrier portion of common line charges.?

2 The delay will enable the Commission to conduet supplemental proceedings to devise an
exemption for persons who cannot afford to pay any end user charge, reevaluate the
transition plan for end user charges, and explore alternative mechanisms to assist
customers of small telephone companies. To assist us in making those decisions, we
decided to conduet further studies of bypass and the transition plan’s effects on universal
service. Since we determined that reevaluation of the transition plan for end user charges
was necessary, the existing Sections 69.202-69.204 are to be removed from the Rules and
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* We revised the rates for non-premium access charged to OCCs. The old rates were
initially to be priced on a per minute basis at 65% of the premium rate for some
elements and the same rate for others. The premium would be phased out on a
nationwide average basis as equal access was achieved. The revised rules provide
that unequal access is to be priced on a per line, per month basis at 45% of the level of
premium access. This monthly rate is based on 9000 minutes, which is typical of QCC
usage. This charge will increase yearly based on changes in the Consumer Price
Index. The rate differential will end when equal access is offered by individual
companies to all QCCs.

* We clarified that FX customers will pay access rates at the open end on a per
minute basis, at the level charged to OCCs, (ie., per minute rate computed by
dividing the monthly rate for equivalent access by 9000 minutes). Where AT&T
obtains switched access to provide FX service it will pay the same rate.

* Because expected changes in treatment of the closed end of WATS have not been
made for purposes of separations, we modified the access rules to conform. WATS
access lines will therefore not be treated as Special Access lines, but in the same
manner as other common lines. Minutes of use at the closed end of interstate WATS
lines will be counted in calculating and assessing the carrier common line charge, the
business end user charge will apply to all WATS access lines, and no special access
surcharge will be assessed for the WATS closed end.

* We clarified and modified the application of the $25 Special Access Surcharge to
more closely target private lines that “leak.” Private line customers certifying that
their private line is not interconnected with the local exchange through a PBX or
other device capable of switching traffic to or from the local exchange will be exempt
from the special access surcharge.

* We clarified that access charges are not applicable to carriers in the Public Mobile
Service (Part 22 of the Commission’s Rules).

* We reaffirmed our decision to establish a gradual phase-in of end user charges for
Centrex-Co users. Accordingly, the end user charge for “embedded” Centrex lines in
place or on order by July 27, 1983, will be limited to $2.00 for 1984-85. Only Centrex
lines not in place or on order by that date will be charged the full multiline business
rate, which could be up to $6.00.

* Each of these changes in the Access Charge Plan and Rules must be given effect by
revisions in the pending access tariffs.

I Discussion

8. As we explained in the Investigation Order, our goal is to resolve
at least the major issues necessary to assure that generally reasonable,
workable access tariffs are in place from the outset. These tariffs
substantially transform the relationship among telecommunications cus-
tomers, carriers and equipment suppliers. Significant unreasonable or
unjust provisions could have profound effects on the telecommunications
industry and on the public. At the same time because of the novelty,
breadth, and complexity of the issues raised by these tariffs, it may not be
possible to resolve all issues immediately. Actual operational experience

a new Section 69.202, which describes the end user charges for 1984-85, will be
substituted. Sections 69.203 and 69.204 are reserved for the new transition rules that we
will be adopting in supplemental proceedings.
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and the rapid changes in technology and market forces may also reveal
new issues over time.

9. Our approach in seeking to resolve the major issues in this
investigation has been to direct our attention most closely to the ECA
tariff. There were several reasons for this. Of the 1540 local telephone
exchange carriers in the U.S., 1328 joined the ECA for all rates and
regulations as issuing carriers of the ECA access tariff. Many others,
including 10 of the BOCs, participated in ECA revenue pools for one or
more groups of rate elements. The ECA tariff is also the only complete
self-contained access tariff — all local companies participate in the ECA to
recover carrier common line revenues, as required by our rules. This
element is by far the largest carrier rate element. Moreover, the ECA
tariff and accompanying support material were prepared by the Central
Service Organization (CSO), which is now maintained jointly by the BOCs,
and at that time was a part of the not-yet-divested AT&T. As a result,
perhaps, of this common parentage, the ECA tariff was the model for and
is identical in format and structure to the tariffs of the BOCs, who provide
service to over 80% of all telephone customers; the BOC tariff regulations
and provisions also are largely identical to those in the ECA tariff. The
other, independent telcos employ provisions which depart somewhat more
widely from the pattern of the ECA tariff, but those tariffs also are most
often either identical or at least similar to the ECA’s. An evaluation of the
ECA tariff, in short, will constitute an evaluation of the great majority of
the terms and conditions of virtually all access tariffs.

10. The filed tariffs do differ from the ECA tariff, and among
themselves, in one very important respect: the rates. These differences
are often substantial. Rates for identical special access elements, for
example, vary by factors as great as a hundred times or more. We cannot
with complete reliability judge the reasonableness of one carrier’s rates
from those of another. Costs of local exchange companies may differ
substantially even for identical facilities or services because of the longer
distances and lower relative demand factors in less populated or less
accessible areas, different salary schedules in different parts of the
country, variations in the vintage and types of equipment, and other
factors. Nevertheless, the ECA’s rates and rate development do provide a
useful starting point for considering all the proposed access rates. The
ECA averages costs for many different telcos subject to a wide range of
cost factors, including for some rate elements both BOCs and large and
small independents. The methodology used by the ECA is both similar to
that employed in other filings (particularly the BOCs) and generally more
completely described. Our conclusions on the validity of that methodology
and its correspondence with the access rules, the Communications Act,
and the policies we have developed to implement it will apply in large part
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to the other filings. Such conclusions will be useful benchmarks for
analysis of all access tariff rates.

11. The analysis of the ECA rate methodology and the actual rates
themselves is presented in the next section. This is followed by a
corresponding analysis of the rates proposed in the other access tariffs, a
description of our evaluation of the tariff provisions and regulations, a
discussion of miscellaneous issues, and specific requirements for the
refiling of tariffs to correct the errors and deficiencies we have identified.
In the appendices, the bulk of this order, we provide further information
on the rates and a section-by-section analysis of the ECA tariff with
specific directions for needed changes in tariff lJanguage and other further
action by the local telcos.

IIl. ECA Rates

12. The filed ECA rates were developed based on the Access Charge
and First Reconsideration Orders. Thus changes in some of the filed
rates will be necessary to implement and reflect the Second Reconsidera-
tion Order. With the deferral of the residential and single line business
end user charges, the carrier common line rate element will presumably
increase to recover this shortfall. The flat monthly rate for ENFIA-type
access for OCCs may require adjustments in other carrier rate elements.
Other rates, such as Special Access, may be indirectly affected because of
shifts in demand caused by other rate changes and the revised application
of Special Access Surcharges. We have also concluded that rate structure
changes are needed for some service categories, notably Special Access.
We expect, accordingly, that many of the pending rates filed in the ECA
and other tariffs will require revision.

13. We can, nevertheless, review and evaluate the proposed cost and
rate development, including many individual rates which are not likely to
change substantially, in order to determine the reasonableness of the
methodology and support information used in the pending filing. To the
extent the methodology is reasonable and information filed in support
adequate, only incremental adjustments to the pending tariffs and filings
may be necessary under the Second Reconsideration Order. On the other
hand, should we identify problems with the pending filings which require
changes in either the basic methodology or the justification and support,
the filing carriers will be able to make needed corrections at the same time
that they perform the analysis and revisions occasioned by the Second
Reconsideration Order. Our immediate review and resolution of funda-
mental cost and rate development issues should permit reasonable access
rates to become effective at the earliest possible date.

14. Although we have mandated some important aspects of access
cost identification and rate development in Part 69 of our Rules, the
process is nonetheless exceedingly complex, requiring massive amounts
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of data, complex procedures to allocate raw expense and investment
figures to specific cost accounts, the separation of costs between
intrastate and interstate categories, the distribution of interstate costs
among particular services in an equitable manner, and the development of
demand estimates. In the present case, this process is complicated by a
further order of magnitude, because it involves all separated interstate
costs, all local telcos, entirely new procedures replacing the settlement
and division of revenues processes, a wholly restructured industry,
thousands of individual rates (many of them for restructured services
filed in federal tariffs for the first time) and 76 separate filings. In the
specific case of the ECA tariff, each rate is based on costs aggregated
from over 1300 different local telcos.

15. Each of these tariffs must carry out the carrier’s overall obliga-
tions under the Communications Act and implement the specific require-
ments of our rules. Under Section 201(b) and 202(a) of the Act, 47 U.S.C.
§§ 201(a), 202(b), all charges must be just, reasonable, and not unreason-
ably discriminatory or preferential. The Part 69 Access Rules seek to
accomplish this by requiring that costs as derived from Separations
Manual accounts be distributed to specific, identified rate elements and
categories, These rules do not, however, address the issue of the
reasonableness of the amounts claimed by telcos as overall system or
separated interstate costs. Section 61.38 of our Rules specifies the
material which must be submitted in support and justification of new and
changed tariff material, including economic data and information. In the
case of a proposed rate increase, the data must be in appropriate form to
serve as the carrier’s direct case in the event it is set for hearing. The
burden of proof at any such hearing involving a proposed rate increase is
upon the carrier. 47 U.S.C. § 204(a).

A. Development of the Overall Revenue
Requirement in the ECA Tariff Filing

16. The starting point for developing or reviewing a rate filing is
establishing an overall revenue requirement. A carrier is entitled to
charge rates which recover allowable expenses and a reasonable return on
the investment in property used and useful for service to the public. This
amount is the revenue requirement. For Switched and Special Access
services, we have allowed telcos a revenue requirement based on a 12.75%
return, equal to that allowed AT&T for its interstate and foreign
operations since 1981. This is higher than the achieved return of AT&T
while it was operating in partnership with the BOCs and the independent
telcos before divestiture.

17. Because the ECA itself is not a carrier, its tariff is based on cost
information submitted to it by local telcos with respect to the ECA rate
element pools in which each participates. To develop these costs the ECA
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directed data requests to the telcos, separately tailoring requests for
BOCs, cost schedule independents, and average schedule independents.
The major part of the costs thus developed are taken from the BOCs’
reports. For example, of overall common line rate elements, $8.53 billion
of the claimed $10.8 billion revenue requirement, or 79%, was attributable
to the BOCs. Of the remainder, $1.93 billion, (18%) was for cost schedule
independents, and $347 million (8%) for average schedule independents.
Possibly because the ECA tariff was prepared by the Central Services
Organization (CSO) of the BOCs, the BOC revenue requirement figures
were accepted by the ECA. The ECA simply used the overall interstate
revenue requirements claimed by each of the BOCs in their individual
filings for its development of the ECA rates.? To evaluate the claimed
ECA revenue requirement, we must therefore examine the revenue
requirements claimed by each BOC.

18. These requirements are presented in essentially identical fashion
in each of the 20 BOC filings.* In each case, the claimed revenue
requirement is stated to be the company’s estimated 1984 “budget view”,
that 1s, the company’s “best estimate of future costs” (e.g., New York
Tel., Vol. 1, p. 3-2). The budget view is a list of approximately 59 items
relating to unseparated investment, expenses, taxes, and reserves listed
in work papers. However, no documentation is presented to explain the
source and development of the budget view figures. Although the Budget
View is the source for all the figures which are used to derive interstate
amounts, and thus the basis for all the access costs and rates, the
discussion of the budget view occupies less than two and a half pages in
each BOC filing. The following quotation states the main point presented
in these pages:

These estimates (i.e., the budget view) are consistent with the principles and
procedures outlined in the modified Plan of Reorganization (POR), which implements
the Modification of Final Judgment (MFJ). As such they reflect the estimated
financial data subsequent to transfer of assets and personnel to various units of post-
divestiture AT&T. (Vol. 2-1, p. 2-1 of each BOC filing.)
The budget view figures are then put through three stages of adjustment
and allocation: 1) they are adjusted to delete costs associated with (and
recovered from) AT&T -— BOC post divestiture contracts; 2) they are put
into the separations process to derive detailed interstate category costs;
and, finally, 3) they are allocated as the revenue requirement for each
access rate element based on estimated demand. Those revenue require-
ment figures are used by the ECA to calculate the ECA tariff rate

3 It also proposes a single Transport rate element rather than the separate Common and
Dedicated Transport rate elements required by Sections 69.11 and 69.112 of our Rules, as
permitted by our one year waiver of those rules, American Telephone and Telegraph,
FCC No. 83-287, released June 28, 1983.

4 Diamond State Telephone, a BOC, filed jointly with Bell of Pennsylvania.
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elements where some or all of the BOCs participate in the ECA pools;
where the individual BOC has not joined the ECA pool for a particular rate
element, the revenue requirement is used to derive the rate in the BOC's
own tariff. Various commenters urge that the revenue requirements thus
claimed in the ECA and BOC support material are not auditable, not cost
supported as required by Section 61.88, and otherwise flawed.

19. We discuss first the budget view figures, themselves. SBS
contends that no information at all is provided for the budget view
numbers. MCI and Western Union believe, based on workpapers, that the
1984 budget view figures are derived from 1982 cost data adjusted to
reflect “post-divestiture” conditions, but that the data and mechanism
used are not presented or adequately documented.

20. In reply, the BOCs and CSO state that the 1984 budget views are
based on 1982 accounting records, adjusted for growth to 1984 levels and
for the impact of divestiture. They contend the accounting systems used
are subject to continuing FCC review and thus auditable, and that back-up
documentation is so voluminous as to be both virtually impossible for the
telcos to assemble and submit and an intolerable burden on the Commis-
sion if filed. They state their willingness to supply information or
documentation the Commission may deem essential. The BOCs assert,
however, that providing the details of the development of the pieces of the
1984 budget would impose an enormous burden, without commensurate
benefits, since serious forecasting errors can be adequately dealt with by
monitoring actual experience under an appropriate accounting order.

21. As we pointed out above, the budget view is of crucial importance
in these filings as the direct basis for the BOCs’ claimed revenue
requirements, the root for every individual rate. It is additionally
important because of the BOC and ECA “top-down” methodology. That
methodology is essentially a mechanism to distribute the budget view
figures by applying first allocation and then demand factors to derive rate
elements which recover the revenue requirement derived from the budget
view. Any errors in the budget view would affect essentially every rate
under this approach.

22. We have examined the BOC budget views in light of the comments
and reply. As the commenters claim, it is not possible from these filings to
evaluate or verify the figures in the budget view. First, the sources of the
budget view figures are not clearly specified and cannot be checked. The
support material only indicates that the budget views are 1984 estimates,
without specifying the basis for such estimates. The BOCs/CSO reply
states that the underlying data used to develop the 1984 revenue
requirement is the accounting data for 1982 in each of the exchange
carrier filings, derived from separations data, and that this data was
adjusted by each exchange carrier to reflect both anticipated growth from
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1982 to 1984 and the effects of divestiture. Yet without specific tracking
of the figures from the 1982 data and specific explanation and justifica-
tion of the adjustments the figures are not reviewable.

23. The reply suggests first, with respect to adjustments for divesti-
ture, that the intense scrutiny by the Commission and the MFJ court in
the course of the divestiture proceeding is sufficient to assure that the
adjustments to reflect divestiture are correct. With respect to other
adjustments, it urges that the local telephone exchange companies (telcos)
have no incentive to overestimate growth in 1984 revenue requirements,
because excess earnings might be refunded under an accounting order
and the telcos could suffer diminished credibility with this Commission.

24. We cannot accept this reasoning as a substitute for proof. Close
scrutiny now is essential to assure both that these initial filings are as
reasonable as possible given the substantial changes in the industry, and
that later filings correctly reflect modifications which prove necessary.
Our responsibility also is to prevent both inadvertent and intentional
overstatements of the local companies’ revenue requirements; reliance on
refunds to correct any errors in an expensive, and undesirable alternative
to identifying and preventing them. ‘

25. We recognize that the reply is correct in claiming that a full
inquiry into all the background data, assumptions, and studies underlying
even the development of the revenue requirement would involve massive
amounts of information. It is said that support material to reflect
divestiture adjustments exceed 250 pages for each BOC. It could be
impractical or unproductive to attempt a complete review of such
material. Since all BOC filings use a consistent methodology, which does
not appear to be unreasonable per se, acquiring this level of detail also
appears unnecessary. As discussed below, we believe that by requesting
specific sample and case study information, the staff can probe the filings
sufficiently to make an initial judgment of their reasonableness in order to
determine whether the ECA and BOC rates, with any necessary modifica-
tions, may be allowed to take effect in April.

B. Adjustments and Allocations of the Budget View Figures

26. The supporting documentation and methodology used to devise
individual rates from the budget view figures, also are difficult to
evaluate. The assumptions and estimates applied to the figures are often
not specified or justified and the process relies on a series of computer
programs which are not documented and have not been fully reviewed or
approved as accounting mechanisms.

27. Once the 1984 budget view figures for expenses, investment and
other categories were obtained, each figure was divided between the state
and interstate jurisdictions. This involves three steps. First, 1982 data
from the Interstate Settlement Information System (ISIS) was adjusted to
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estimate what that data would have been if divestiture had occurred at the
beginning of 1983. These results (referred to as the “1982 post-divesti-
tures view”’) were used to develop separations allocation factors. That is
to say, the apportionment between state and interstate in these adjusted
1982 figures for each category was calculated for use as an allocation
factor to be applied to separate the 1984 budget figures for each
corresponding category. Second, non-operational amounts arising from
post-divestiture contracts between the BOCs and AT&T were removed
from the 1982 post-divestiture view (e.g., leases to AT&T of facilities
assigned to the BOCs by the MFJ but used in part by AT&T). These
calculations are stated to comply with the MFJ, but no explanation or
documentation is provided. Third, these 1982 post-divestiture interstate
allocation factors were applied to the 1984 budget view category figures
to develop 59 estimated 1984 expense and investment figures. These
calculations are shown in the work papers in the support material.
However, in many cases, where “known future events or documented
trends clearly indicate that 1984 relationships will vary significantly from
the 1982 post-divestiture view (“e.g., New York Tel. Vol. 2-1, p. 4-6), the
BOCs used other allocations factors. For example, Pacific Telephone uses
adjustment factors from 1.10 to 1.22 to increase interstate allocations of
Central Office Equipment (Pac. Tel. Vol. 21, p. 5-33. Other adjustments
were made to Traffic, Commercial, and Maintenance Expenses. New York
Telephone uses an allocation factor of .29 rather than the calculated
factor of .264 for depreciation and amortization expenses, a revision which
SBS claims adds $19.25 million to the total 1984 interstate revenue
requirement. Where the 1982 post-divestiture view figures are not used,
in general no explanation or documentation of the factors actually chosen
is provided. The commenters cite in addition numerous specific instances
of mistakes, deletions, indecipherable material, and other asserted defi-
ciencies in the ECA and BOC support material.®

28. The 59 estimated interstate costs derived from this procedure are
then used to determine the access rate elements using the CSO’s newly
developed Access Charge Analysis System (ACAS), which consists of 8
subsystems. First, the 59 cost items are disaggregated into 740 sub-items.
This disaggregation is based on the 1982 separations ratios, adjusted for
growth and divestiture. These adjustments are not explained and it is not
clear what relation they bear, if any, to the adjustments used to develop
the 1984 budget view. Next, each of the 740 items is assigned to a Part 69
access rate element or to a non-access element. Eight special studies were

5 Although it may be unrepresentative, one allocation module in New York Telephone’s
support material, cited by MCI, contains unsupported data, questionable treatment of
post-divestiture contracts, arithmetic errors, unexplained adjustments to interstate
allocations, and missing support information.
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applied to determine allocations, primarily allocations between Switched
and Special Access rate elements. Investment accounts are multiplied by
the 12.75% rate of return to determine the return requirement, i.e., the
allowed profit. A report of these allocations and calculations is then put
through a computer program to create a revenue requirement for each of
16 access rate elements.

29. Commenters contend that the models and studies used in this
system are not adequately documented. (MCI, Lexitel, Western Union,
ITT, U.S. Tel.) They note for example that the adjustments for divestiture
and growth are undocumented and that the computer programs are new
and have not been reviewed. The BOCs/CSO reply that a full display of
the underlying details for divestiture adjustments would be extremely
voluminous, and that it made available extensive documentation of these
procedures of the allocation process, in response to a detailed request by
Western Union as early as August 1, 1983 even though all of this material
is not reproduced in the filing.

30. We are sympathetic to both sides on this point. The CSO did,
commendably, make available extensive backup documentation before the
ECA tariff was even filed. Nevertheless, as we discuss below, further
information is needed to evaluate the methods used in the ECA and BOC
filings. Additional data will also be necessary with respect to the Special
Studies, for which only cursory documentation is submitted.® Further
information is also necessary to evaluate the computer programs, see
Section 1.363 of the Commission’s Rules. 47 C.F.R. § 1.363.

31. The final step of the rate development process was fo estimate
demand for the rate element and derive an initial unadjusted rate -a rate
calculated basically by dividing the revenue requirement for that element
by the quantity of demand forecasted. This initial rate was then adjusted
to reflect the “feedback” effect the rate itself and rates for substitutable

6 The reply agrees with some comments that the allocation approach apparently used in
Special Study H is incorrect under Section 69.306(g) or our Rules. The ECA allocated half
of the traffic sensitive costs of Feature Group A (FGA, line-side ENFIA A type service)
dial equipment minutes (DEMs) in Category 6 Central Office Equipment to Loecal
Transport, to reflect tandem switching in that element. Section 69.306(g) provides that all
traffic sensitive COE 6 shall be assigned to the Local Switching element. The reply agrees
that the COE 6 costs allocated to Local Transport should thus be reallocated to Local
Switching, specifically to LS 1 which is the rate element for FGA switching. Because the
ECA filing assigns two DEMs to each FGA access minute (reflecting two dial switch
connections for each line side connection), the effect would, it is estimated, double the LS
1 element which applies to FGA. Local Transport rates would not change measurably. As
MCI points out, however, at least some FGA traffic will make a single local switch
appearance, in instances where a single end office serves both the 1C and its customer.
Doubling the access minutes thus apparently over-allocates costs to LS 1. The reply
suggests that readjustment of the LS 1 rate could be deferred and we believe such
deferral is the better course for purposes of developing the monthly FGA rate.
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services would have on demand. Based on simple supply and demand
considerations, a rate increase will tend to suppress demand, and a rate
reduction will tend to stimulate it. This demand response, anticipating
customer reactions to the end user rates, is used to adjust rates until
rates, demand, and costs are balanced.

32. The ECA and BOC demand methodology parallels the cost
methodology. Baseline demand estimates were harvested from the 10
BOCs who participated in the non-mandatory carrier’s carrier rate
elements in the ECA tariff. Those estimates of 1984 interstate minute
volumes are said to be based on actual 1982 minutes of use that would
have been subject to interstate access charges if divestiture had taken
place in 1982. No documentation is provided for these Corporate Views.
The corporate view figures were then disaggregated into forecasted
access minutes for categories of service (e.g., intra- and inter LATA, intra-
and interstate, and into mileage bands) using the LATA Analysis Data
System (LADS) computer program. Forecasts of other Switched Access,
Special Access and Billing Collection demand quantities were also
developed. Special Access demand was estimated from the inventory of
private lines in service in 1982 which were “grown to 1984 levels using
broad aggregate private line service rates.” ECA, Vol. 4, p. 3-3. A
surrogate flat rate for FG A lines which were not measured (i.e., ENFIA
and FX/ONAL lines from switching machines without measurement
capability) was also computed based on usage data submitted by the
BOCs. Similar demand data was collected from the independents.

33. The ECA asserts that there is no historical demand from which
future access tariff demand can be forecast directly. Based on certain
simplifying assumptions, however, it developed forecasts for pre- and
post-access charge end user service prices. These forecasts (which of
course predate changes mandated by the Second Reconsideration Order)
are as follows for major services:

Percentage Change in
Service Prices (National)

Estimated
Service Percentage Price Change
Residence MTS, MTS-like -12.34
Business MTS, MTS-like -12.34
WATS and WATS-like -15.55
Private Line +16.04

Based on these estimates, estimates of cross-elasticities of demand for
these services, and estimates of traffic that will bypass the local network
in 1984, changes in service quantities from the 1984 baseline forecast
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were calculated. The independents were assumed to closely approximate
the aggregate of the BOCs for the demand response. The final rates were
based on demand figures derived from this process.

34. An example of this process can be seen in calculation of the
Carrier Common Line rate element. Initial estimates of total MTS and
WATS access minutes (excluding closed end WATS) and OCC minutes,
subject to a 65% non-premium discount, were used to calculate the
preliminary Carrier Common Line rate as follows:

Carrier Common Line Charge

1. Revenue Requirement $ 6,902,455,420
2. Total MTS and open

end WATS access minutes 131,358,256,006
3. ENFIA A, B, and C OCC

minutes 19,481,097,272

4. Premium Carrier Common
Line Charge L1/(L2 + (L3 X .65)) $ .0479 per minute
5. Non-premium Carrier Common
Line Charge (I4 X .65) $ .03115 per minute
(ECA, Vol 3-6, p. 59)

The demand response was then calculated based on the following
projections of the effect on end user demand of the per line access
charges, surcharge, and other rate changes: the total revenue require-
ment would increase slightly; démand would decline for local private lines
by 1.11%, for residence lines by 0.7%, and for business lines by 0.88%; OCC
minutes were estimated to increase by 5.10% and MTS and WATS minutes
by 4.39%. These estimates reflect shifts in usage from the private line
services (projected to experience rate increases) to MTS, WATS and OCC
services (projected to experience rate reductions.) These demand re-
sponses were then used as the basis for the final Carrier Common Line
calculation.
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Carrier Common Line Charge with Demand Response

Revenue Requirement $ 6,930,015,875
2. Total MTS and open end WATS
WATS access minutes 137,125,148,875
3. ENFIA A, B, and C OCC
access minutes 20,473,685,625
4. Premium Carrier Common
Line Charge $ .0461 per minute

L1/(L2 + (L3 X .65))

5. Non-premium Carrier Common
Line Charge 14 x .65 $ .0299 per minute

(ECA, Vol. 4, p. 820)

35. Our concerns with the demand methodology are similar to those
for costs. The corporate view from which all disaggregated demand
figures are derived is said to be “grown” from actual 1982 demand
figures, but the bases for the growth factors are not stated or document-
ed. The reply states, again, that that material would be extremely
voluminous yet the demand figures are essential to the rate calculations
under the “top down” methodology. The estimates of AT&T and OCC
minutes of use directly determines the Carrier Common Line rate
element, as we have seen, as well as the other usage—sensitive carrier
rate elements. Any error in the demand forecasts would directly affect the
rate. Cf, AT&T, (DDS), 62 FCC 2d 774, 780-81 (1977). The fact that the
demand figures are based on estimates from the corporate views, the
basis for which are not stated, is thus of substantial concern in evaluating
the resultant rates. For example, demand for long distance telephone
service is significantly affected by overall economic conditions. Without
information on the assumed status of the national economy it is
impossible to evaluate whether the projections from 1982 data are likely
to be accurate, or indeed whether they are reasonable in view of actual
1983 data. The private line (Special Access) demand forecasts also are
lacking in substantiation. For example, New York Telephone (which joined
the ECA for these services) based its estimates of Special Access rate
elements on studies of its private line inventory dating back to 1977 and
its estimates of 2 and 4 wire access connections and voice grade protocol
combinations on the views of panels of experts. (NYT, Vol. 4, p. SAI-1-2)

36. We recognize that demand forecasts inevitably require assump-
tions and guesses. We expect these to be reasonable and educated
guesses. Moreover, substantial changes in the communications industry
and in the rate elements create specific conceptual problems here. As the
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reply points out, forecasting “is especially difficult here, where it is
necessary to predict demand under the access charge structure in the
post-divestiture environment.” BOCs/CSO reply, p. II-61. The ECA and
BOCs have also submitted substantial amounts of data and background
on the disaggregation of demand. Nevertheless, because the initial
corporate view figures are unsupported and many aspects of the
disaggregation process are unclear or based on unknown assumptions,
further information is necessary. The demand forecasts also need to be
clarified to prepare us to monitor actual demand and determine how
closely it corresponds to the forecasts.

C. Switched Access Rates

37. Switched Access services are those that involve use of local
switching by the teleo’s end office for access. In the Second Reconsidera-
tion Order, we deferred end user charges for residential and single-line
business customers for Switched Access until June 1985. For the Switched
Access provided to ICs, we prescribed eight rate elements, to be assessed
where the IC used the service provided under the element. The ECA has
filed rates for each of these elements with the exception of Limited Pay
Telephone for which it reports no service.” These rates are listed in the
accompanying table:

Proposed ECA Switched Access Rates

Element Rate

Carrier Common Line

Premium $.0461 per minute

Non-premium .0300 per minute
Line Termination 0070 per minute
Local Switching

LS 1 (OCCs) .0058 per minute

LS 2 (AT&T) .0090 per minute
Intercept .0085 per 100 minutes
Information

Directory Assistance .4963 per DA call

7 It also proposes a single Transport rate element rather than separate Common and
Dedicated Transport rate elements required by Sections 69.11 and 69.12 of our Rules, as
permitted by our one year waiver of those rules, American Telephone and Telegraph,
FCC No. 83-287, released June 28, 1983.
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Proposed ECA Switched Access Rates

Element Rate
Directory Transport .0020-.0203 per call
(based on distance)

Transport

Call Miles Rate per minute

0tol 0044

Over 1 to 8 .0101

Over 8 to 16 0117

Over 16 to 25 .0126

Over 25 to 50 .0203

Over 50 to 100 .0285

Over 100 .0453
Billing and Collection Various rates for

recording, billing,
billing analysis,
and billing information.

The tariff also proposes an additional nonrecurring Access Connection
charge (which we discuss in the Nonrecurring Charge section, infra) and
other service and optional charges. There is also a minimum monthly
usage charge.

38. As we discussed in our review of the overall methodology for
allocating costs, we can not accurately judge the reasonableness of
specific rates without further information. Moreover, the changes man-
dated in the Second Reconsideration Order will require adjustment of
many of these charges, and will alter or moot some of the issues raised by
the comments. No definite conclusions can be made with regard to these
rates as filed. In general, however, although various questions remain
with respect to assumptions, allocation methods, and details, the overall
methodology appears to conform to that prescribed by the Part 69 Rules.

39. Some issues raised by the comments can usefully be addressed
here. SBS and other commenters assail the Local Transport rate structure
and choice of mileage bands. SBS contends that a fairer structure would
have a flat per mile charge rather than the declining per mile charge as
rate bands are passed which the ECA and BOCs propose. The BOCs/CSO
reply contends that the proposed structure more accurately reflects the
mix and costs of transmission facilities used to provide Transport. We
have not determined a single reasonable Transport rate structure. Facility
costs and types are likely to vary among carriers and we are not prepared
to conclude that one or another structure is correct. In the access tariffs
at least three different approaches are proposed. The ECA and BOCs as
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we have seen propose a declining rate per mile. The GTE companies
propose a flat rate per mile. Rochester proposes a flat rate for all
Transport, regardless of distance. None of these is unreasonable facially,
for the important issue is the underlying costs of all aspects of Transport,
including general overhead and administrative costs, the nature of the
facilities network, and the cost characteristics of the facilities. We will
allow each of these approaches to be used pending a determination of a
preferred or optimal rate structure.? We are concerned, however, about
the choice of rate bands and the associated rate jumps in the ECA tariff.
The “0-1 mile” band is quite small and the rate increase abrupt, 129% for
an extra mile or more. The rate increase from the 1-8 to the 8-16 band, by
contrast, is only 15%. We are requesting further justification for the
specific rate bands. See Appendix D, Section 6.

40. Some commenters urge that the cost of nonchargeable options
available only to AT&T to provide WATS should be made chargeable
features, or should not be provided solely to AT&T at all. While we agree
that the optional features for WATS (such as blocking and screening)
should be accurately assessed to that service, and probably unbundled
eventually, it appears that facilities limitations in this as in other cases
prevents making these features available to other 1Cs immediately. We
also have no specific basis for concluding that the costs of these options
are not recovered from the overall charge.

41. Significant rate variations do exist among the Switched Access
rate elements filed by various carriers, although not nearly as extreme as
the variations among Special Access rates. Changes will be required in
many of those rates to comply with the Second Reconsideration Order
and this order. Given the substantial changes in the industry, the
difficulty of projecting costs and demand, and the need to establish initial
access charges, we believe generally that it will be preferable to allow
Switched Access rates to become effective if not obviously unreasonable
and if adequate information is provided to understand their development.
Monitoring of the effects of the rates should be more practical and
effective than attempting to fine tune these rates initially.

D. Special Access Rates

42. Special Access includes a variety of services and facilities which
we have included in the access charge plan so that the divested BOCs may
offer them under access tariffs as mandated by the MFJ. These include
segments of interstate or international private lines, ranging from
telegraph grade and voice grade to high capacity analog and digital
channels. Neither the access charge plan nor the MFJ requires changes in
the rates, rate structures or provisions currently applied to these services,

8 We grant Rochester’s request for wavier pending further consideration of this issue.

97 F.C.C. 2d



1100 Federal Communications Commission Reports

with certain limited exception.? Although we contemplated that Special
Access could be unbundled into several separate subelements, we did not
specify a structure. We emphasized, however, that the subelements, must
be consistent with applicable Commission rules and decisions and that we
would scrutinize carefully the choice of subelements and data to ensure
compliance with the Communications Act. First Reconsideration Order,
para. 12 and Section 69.113(d) of the Commission’s Rules.

43. The Special Access portion of the ECA tariff is 230 pages long and
lists hundreds of separate rates plus extensive technical material. It is the
most controversial section. Commenters point out that the rate structure
is totally changed and the rates generally increased substantially from
existing rates for these facilities. Rates in many cases are 200 to 400%
higher. Rates for identical facilities also vary substantially, by factors of a
hundred or more in some cases, among the various access tariffs.
Ordering requirements are more onerous and associated nonrecurring
charges are also subject to dramatic increases.

44. The ICs (except for AT&T) currently obtain these facilities under
the various BOC tariffs providing Facilities for Other Common Carriers
(OCCs), filed in the mid 1970s to implement the Docket 20099 Settlement
Agreement. Because of the basic changes in the rate structure it is
impossible to compare rates directly—there are no comparable rate
elements. Comparing typical channels indicates the magnitude of the
proposed increases as they would be experienced by the ICs and, since
these charges are generally passed through directly, by the ICs’ custom-
ers. For a two wire voice grade local loop from an end user to an IC within
the same wire center the price would increase by from 117 to 8556% in
selected BOC filings, and the total cost from current rates as low as $4.20
to proposed rates as high as $80.20.

Current and Proposed Monthly Special Access Charges

Two-wire Voice Grade Interexchange, intra-wire center
& Airline Miles
Zero Special Transport

PA SD CA NY TX IL DC

Current OCC (ECA) (ECA)

charges, total $13.18 4.20 8.81 12.93 9.10 5.11 8.40
Proposed SA

charges, total 29.92 26.44 41.17 61.39 61.39 32.96 80.20

Percent increase 117%  530% 367% 217%  515%  545%  855%

? The tariffs must implement the MFJ with respect to LATA boundaries and the offering of
services to AT&T on the same terms as other ICs. The tariffs must also apply the Special
Access Surcharge we developed to recover a reasonable contribution to local exchange
revenues from unmeasured traffic which “leaks” into the local exchange by means of
PBXs and other switching devices.
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Other facility arrangements would experience similar or greater rate
increases. It appears to be the case that virtually all Special Access loop
rates would at least double in price and many would increase 8 times or
more.

45. The proposed rates also vary enormously from one tariff to
another. The two-wire special access line (SAL) rate element is $9.39 for
South Dakota, $34.28 for the ECA and $58.50 for the District of Columbia.
The four-wire SAL varies from $26.50 in Missouri to $74.81 in D.C. Other
charges are far more widely split. C-type conditioning which costs $.42 in
Delaware and $1.15 in Ohio costs $15.38 in Maryland and $45.12 in
California. A NO/NO voice grade to telex facility interface which is less
than a dollar in 5 states!® costs over $10 in ECA regions and three other
jurisdictions.104

46. Individual customers report similar increases. Dow Jones states
that rates for local connections in its private line network will increase by
152 to 551%, its installation charges by 580 to 2000%, and its overall yearly
costs for local loops on one multipoint circuit from $3.4 million to a
minimum of $8.6 million. The American Library Association states that
the cost of private lines used to access the largest bibliographic data base
would be increased by 60 to 84% and that an increase of this magnitude
could threaten the viability of many library databank systems. Western
Union calculates that its monthly charges for Special Access facilities
used for telex, TWX and private line services will increase by 237% or
$139 million, from $57.7 million to $197.7 million. The increase for
nonrecurring charges would be even greater, from $1.9 million currently
to $36 million, an increase of 1800%. Some of its individual circuits would
experience rate increases as great as 11,000%. The effect of passing
through these charges, it estimates, would be a 40% increase in its telex
rates, which would cause a drastic shrinkage in its subscriber base. It
estimates that 50% would discontinue telex service, especially because
AT&T’s competing Dataphone service is scheduled to decrease in price.
Western Union asserts that if the Special Access charges proposed by the
ECA and the BOCs is permitted to take place, it will seriously threaten the
viability of all non-AT&T services employing Special Access facilities.

47. The comments argue strenuously that these major rate increases
are unreasonable and unjustified, based on inflated or misallocated costs,
flawed or undocumented studies, and a discriminatory rate structure.
They contend that the telcos have failed to bear the burden of proving
that the rates are cost justified. They urge the Commission to hold
unlawful and cancel the proposed charges, or at the very least phase in

10 Missouri $.60; Ohio (Ohio Bell) $.64; Nebraska and Wisconsin $.92, and Delaware $.98.
104 Digstrict of Columbia $11.90; Idaho (Pacific Northwest Bell) $12.10;: ECA $13.30; and
Washington $16.88.
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the increase over an adequate transition period. The BOCs/CSO reply
defends the overall allocation of costs to Special Access and the particular
approaches to disaggregate those costs to Special Access rate elements. It
defends the variations in loop and other costs on grounds that costs vary
significantly among jurisdictions and costs also are affected by the extent
to which AT&T is colocated with an exchange carrier. For example, it cites
figures indicating that composite N—and T — carrier unit investment
costs are 80% higher in Arizona than in Georgia. It does not dispute the
rate increases calculated by the commenters, but argues that short haul
channels have been underpriced in comparison to longer haul and that the
filings correct this.

48. As we discuss in detail in Appendix B, with respect to Section 7 of
the tariff, we have concluded that the proposed Special Access rate
structure is unreasonable, diseriminatory, and violative of Commission
decisions and policies. The filed structure will therefore have to be
replaced. The proposed nonrecurring charges are also unlawful, as we
discuss in the next section. We also have inadequate information upon
which to judge the reasonableness of the overall allocation of costs to
Special Access by way of the budget and corporate views or the specific
allocation of costs to Special Access services. The shift of WATS closed
end loops to Switched Access will also cause significant changes in Special
Access costs. It is apparent as well that additional information will be
necessary in to understand the bases and justification for the proposed
rate changes. The magnitude of the increases makes it clear that the
telcos are proposing to radically change the manner in which local private
lines are priced and provided. While we recognize that even large
percentage increases may be justifiable in those instances where rates
have not changed over a long period of rising costs, the present filings
provide virtually no information on these matters.

49, Itis clear from these circumstances that the Special Access section
must be substantially replaced, at least to correct its structure. Further
information and, most likely, a further investigation will also be needed to
probe the development and justification for these rates. Although we
could adopt the suggestion of some of the commenters and prescribe the
continuation of the OCC Facility Tariff rates until an acceptable lawful
filing can become effective, or require the filing of a “baseline” Special
Access tariff which implements only changes necessary to implement
access charges and divestiture (proposed by the National Association of
Broadcasters and other parties), or extend the suspension period an
additional two months while we investigate Special Access (proposed by
Western Union), we have decided to defer the possible application of some
or alls of those approaches at least for the moment. Because a new Special
Access section will be necessary in any event, and we wish if at all
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possible to implement a complete access tariff by our April 3 target date
and avoid the need to extend the BOC-AT&T contracts any further past
the January 1 date of divestiture, we will give the telcos an additional
opportunity to file Special Access provisions which can be allowed to go
into effect April 3. The filing must explain fully the basis for any change
in rates proposed, not just the top-down allocation process described in the
present filings and the overall projected revenue changes which the
carriers will experience. We will scrutinize the proposed filings carefully
within the notice period to determine whether they may be allowed to
become effective.

50. Some commenters argue that there is an independent legal ground
requiring rejection of the Special Access rates, arising from the Docket
20099 Settlement Agreement. Pursuant to that agreement, AT&T and the
BOCs filed the OCC Facility tariffs and agreed also that during an interim
period they would make changes in the rates only upon 6 months’ notice
(including any period of Commission suspension) and supported as
required by Part 61 of the Commission’s Rules.!! The interim period ends
when the revised rates become effective. Western Union contends that the
support information filed does not comply with Part 61 and that the
“outrageous multiplicity” of rates indicates that the numbers must simply
have been made up. It argues that part of the bargain in the Agreement
was that the rates would be cost supported, and that this bargain
circumscribes the normal discretion of the Commission in rate setting
matters, citing MCI Telecommunications Corp. v. F.C.C., 665 F.2d 1300
(D.C.Cir. 1981). We differ somewhat in our view of the Agreement, which
we believe does not limit the Commission’s discretion. The Agreement
provides only for longer than normal notice and the support information
normally required under Part 61. The OCCs will have received the
required six months’ notice by April 3 and substantial cost support,
including specific information on the costs of providing OCC and ENFIA
facilities for 1982, the most recent calendar year for which data are
available. This is all the parties bargained for. What they are now entitled
to is the same as any other party or member of the public—that the
Commission will carry out its duties to ensure just and reasonable rates.
By suspending and investigating the filings we have sought to carry out
these duties. We will seek to probe the support information further to
determine whether the further Special Access filing is lawful, but the
rights of parties under the Settlement Agreement will terminate by
operation of that Agreement when Special Access rates become effective,
either under Section 204 of the Act or further Commission order.

o ATE&T, 47 FCC 2d 660 (1974), 52 FCC 2d 727 (1975), aff'd sub nom. Carpenter v. FCC, 539
F.2d 242 (D.C.Cir. 1976).
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E. Nonrecurring Charges

51. The Access Charge Rules and Orders provide no specific directions
for nonrecurring charges (NRCs) to cover the planning, development and
installation of facilities. We decided to scrutinize such charges carefully
when filed and, if necessary, develop guidelines for costs that may be
recovered from such charges. First Reconsideration Order, para. 145.

52. For Switched Access, the major NRC is the Access Connection
rate element. This is essentially an installation charge. The ECA explains
that the NRC cost “covers the activities required to negotiate and process
the service order, design the circuit, assign equipment and facilities, and
install the service between the IC and the entry switch.” To compute the
revenue requirement to be recovered by this rate element, the ECA and
BOCs disaggregated these upfront costs from other costs of Local
Transport. The charge for Access Connections is based on the capacity
ordered, measured as Busy Hour Minutes of Capacity (BHMCs).!?> The
proposed ECA rate is $10 per BHMC. Since a voice grade line is
considered to represent capacity of 30 BHMCs, the Access Connection
charge for a voice grade local loop would be $300. Channels of higher
bandwidth would have correspondingly higher charges. This charge
varies substantially among other telcos. Among the BOCs who have not
joined the ECA for Switched Access, the lowest charge is $6.08 in
Michigan. The highest is Bell of Pennsylvania which would charge $17.78
in Pennsylvania and $48.96 in Delaware. A comparison of the proposed
ECA rate with selected BOC and independent company rates is presented
in -the following table:

Access Connection Rate Element per BHMC
Selected Exchange Carriers

ECA $10.00
Rochester None
Ohio Bell 10.00
Bell of Penn. . 17.78
United Tel.-Ohio : 1.00
New Jersey Bell 11.41
Illinois Bell 12.59
Pacific Tel. 15.37

Other NRCs apply to performance options.

53. The rationale for basing the nonrecurring Access Connection rate
element on BHNCs given by the carriers is that the MFJ requires of the
BOCs that ‘“‘the charges for delivery or receipt of traffic of the same type

12 The busy hour is defined as the average time-consistent busy hour for the highest
twenty consecutive business days in a calendar year.
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between end offices and facilities of interexchange carriers within an
exchange area . . . shall be equal per unit of traffic...” MFJ, 552 F.Supp.
at 233-34.

54. Many of the comments vigorously oppose the Access Connection
charge, arguing that it is exorbitantly high to recover the costs associated
with ordering and installing service, that the methodology used is flawed
and arbitrary, and that the wide variation in charges demonstrates the
lack of justification for the proposed charges.

55. We have examined the support information and conclude that the
development of the Access Connection costs and rates is seriously flawed
and lacking in adequate support. First, conceptually, we should point out
that while nonrecurring costs can generally be more efficiently and
equitably recovered by nonrecurring charges, if those charges accurately
reflect costs, this is not essential; nonrecurring costs need not be charged
separately. Some or all of those costs are often included in the overall
costs recovered by the monthly rate for the service, in this case Local
Transport. We did not require that Local Transport costs be disaggregat-
ed, nor is it always easy to separately identify those costs which are part
of overall operations and those which should be assigned to individual
service requests. Several of the independent telcos have, for example,
proposed no Access Connection charge for Switched Access.

56. In addition, the rationale for assessing the Access Connection rate
per BHMCs is unpersuasive. The only basis cited is that the MFJ requires
it. In fact, however, the MFJ provides no apparent support for BHMCs, as
Allnet for example points out. The MFJ requires that the rate for local
transport shall be equal per unit of traffic for all ICs. The access
Connection charge, by contrast, imposes a rate for local transport costs
per unit of installed capacity. The difference is substantial, particularly
in its effect on the rates charged to AT&T and competing ICs. AT&T will
pay no Access Connection charges for the capacity in place to carry its
traffic; it will pay only a rate based on use, per minute of traffic. The
newer ICs, who will be initiating or expanding their networks, will require
more installation and rearrangements. They will thus be likely to pay
greater relative shares of any charge based on capacity and will, in
addition, pay the same per minute charge for traffic.

57. Even if the MFJ supported use of BHMC, the carriers would still
be required to demonstrate that the practice is consistent with the
Communications Act and Commission rules, policies, and requirements.
The distribution of nonrecurring costs by rates based on BHMCs,
however, is unreasonable as a form of equitable cost recovery. It is
unlikely that all the up-front administrative and technical costs of
beginning transport service are related in any direct way to the capacity
ordered. Many of the functions are likely to be identical whether the order
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is for 2 circuits or 200. Other costs, such as installation costs, where not
already recovered in usage rates, may well be higher when greater
capacity is installed, but probably not in direct, linear proportion. It may,
for example, be little more costly to connect one high capacity channel
than one voice grade, and it probably is not ten times as expensive to
connect ten circuits as it is to connect one. Setting nonrecurring charges
on the basis of BHMCs ignores these actual cost considerations. While
some averaging of costs by setting NRCs on the basis of the size of an
order might be reasonable, an explanation and justification would be
necessary. Here the only justification is the apparently baseless one that
the MFJ requires it.!3

58. The actual methodology used to establish the revenue requirement
for nonrecurring costs is also of serious concern. As in the case of other
aspects of cost development, the ECA uses the BOCs’ methodology,
studies, and actual figures. Yet because of the variations and gaps in
these methods, and differing adjustments, the figures and results appear
to be highly unreliable. A similar approach was used for Special Access
nonrecurring charges, and it has similar problems. An analysis of the
nonrecurring charge cost and rate development is included in Appendix A.

59. In summary, we find that the rate structure proposed for Access
Connections, which bases the rate on BHMCs ordered, is unreasonable.
Although a nonrecurring charge which better expresses actual up-front
costs could be reasonable, we also conclude that the development of the
nonrecurring costs in the present ECA and BOC filings is nevertheless
inadequate as a basis for such charges. Based on these conclusions, and
the need to bring workable Switched Access rates into effect as soon as
possible, we are directing the ECA and BOCs to eliminate the Access
Connection element for switched access. On an interim basis, carriers may
recover nonrecurring Local Transport costs in either of two ways. First,
the legitimate costs which the ECA and BOCs disaggregated from the
overall Local Transport revenue requirement may be recovered by
inclusion in the Local Transport rate element. Second, while we will
consider proposals for other nonrecurring charges in future filings, on an
interim basis, for purposes of the tariff filings we are ordering in this
decision, any nonrecurring charge for Switched Access shall be no higher
than the existing charge under the OCC Facility tariffs. This will allow the
status quo to continue and a reasonable opportunity to consider other
proposals under normal notice periods. Carriers wishing to propose such

13 The failure of BHMC pricing to reflect nonrecurring costs also has a snowball effect on
other provisions in the ECA and BOC tariffs. Nonrecurring charges are used generally
as a basis for calculating rearrangement, move, and cancellation charges, and short
notice-short duration surcharges. To the extent that BHMCs do not correlate with
nonrecurring costs, these other rates are also likely to be distorted.
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charges must specifically reference the charge and its application from
the corresponding OCC tariff in their support material.

F. Section 61.38

60. Section 61.38 of our Rules specifies the material to be submitted in
support of tariff offerings.' For changed matter, this includes a cost of
service study for all elements of costs for the most recent 12 month
period. Section 61.38(a)(i), 47 C.F.R. § 61.38(a)(i) The ECA and BOCs did
not submit a general cost of service study with their filings,'5 stating that
the rates filed are for new service offerings. They also contend there is no
experience with the filed access rates from which to develop a study, and
that the complete restructuring of access terms and conditions would
render the attempt to develop one impossible or meaningless. ITT
contends that access service is not new, but a repackaging of an old
service which requires a past year study.

61. We believe that the ECA and BOCs are correct that a past year
cost of service study would be burdensome and of little value given the
major changes in services, arrangements, and the carriers themselves. We
are, however, directing an information request to carriers which we hope
will elicit comparable information in a more useful form.

G. Conclusions on Rates and Rate Methodologies and
Further Information Requests

62. Our review of the ECA and BOC filings reveals no unacceptable
approaches in the cost and rate methodology. A “top-down” approach is
not unreasonable per se; there are various cost and rate development
methodologies which may be acceptable to develop costs and rates. The
chosen approach also corresponds to that anticipated in our Part 69 rules,
including the use of 1984 estimates (e.g., Section 69.502(a), 47 C.F.R. §
69.502(a)), the use of Separations Manual procedures to assign cost
elements, and the calculation of specific Commission-designated rate
elements. The ECA and BOCs have also submitted substantial support
information, which for the most part appears to describe adequately the
process as a whole and its specific stages.

63. Nonetheless, the filings do present substantial problems and
issues which lead us to conclude that further information is needed before
we can conclude that the tariffs should be allowed to become effective. As
described above, the budget views, of which the rates and rate levels are
direct mathematical descendents, are undocumented. It is impossible to
judge their initial reasonableness, nor will we be able to identify how
closely they correspond to actual operational experience. The company

12 Section 69.1(b) of our Access Rules expressly provides that access tariffs be filed and
supported as provided in Part 61, which includes Section 61.38.
15 The BOCs did submit historical information for 1982 on ENFIA and OCC facility costs.
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view used to project demand is similarly undocumented, and equally
important. In the absence of further information, we cannot evaluate the
basic assumptions determining the filed rates. Because no comparisons
with past -rates are provided, we also cannot accurately assess the
changes which these filings represent for telcos, ICs, and customers. In
addition, the many assumptions, judgmerits and estimates used through-
out the cost development processes present formidable problems to both
initial and continuing review. :

.64, Our goal in this mvestlgatmn remains to resolve the major issues
Anecessary to assure that the mltlal access tariffs are generally reasonable.
Although further mformatlon is needed we beheve that a limited
mformatlon request to c]arify and test the major assumptlons in the ECA
and BOC filings and fill in important gaps will allow us to meet this goal,
if the information confirms the reasonableness of the filings. The
.Common Carrier Bureau is accordingly preparing a letter describing the
necessary information to be supphed by the ECA and BOCs with revised
tanff flhngs 1mplementmg revisions mandated by the Second Reconsid-
eration Order and other sections of this order. The letter requests
primarily additional specific information on the budget and corporate view
figures and assumptlons, plus further details on the methodology as it
was applied in practice by a specific BOC. Because a single overall
methodology was used, this case study should prov1de useful insight into
the process withont unmanageable and unnecessary submissions. One
exceptlon to this approach is for the Information or Directory Assistance
rate element. We are requiring additional information on local and state
rates and costs.for directory. assistance in order to develop data to
consider issues of costs, potential discrimination, and the likely advan-
tages of a phase-in for long distance directory assistance charges.

65. The information request should be useful in preparing. us to
monitor the effects of the access tariffs on customers and the extent to
which operational experience corresponds to the projections on which the
rates are based. Some of the commenters have also suggested that we
establish  a specifie monitoring plan for this purpose. We believe this is
desirable, particularly in view of the major changes in the industry
resulting from divestiture, the changes in relationships which will result
from access tariffs, and-the responsibility we have-assumed to assure that
the -access charge process accomplishes our goals. Accordingly, the
Bureau is-directed to prepare a further information request to monitor
how closely the telcos meet the projections on which their rates are based
and what their actual numbers are.

.66. If we are to avoid additional delay in the effective date of access
tariffs, the filing schedule we establish must necessarily be more limited
than we prefer. The carriers will require time to make changes to comply
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with this order and the Second Reconsideration Order. We will require
sufficient notice between the filing and scheduled effective dates to verify
such compliance. This filing schedule is set out in the conclusion of this
Order. With respect to the costs and rates, it is particularly important that
telcos comply fully with this information request and that necessary rate
changes are properly filed. Failure to comply fully will of course require
further delay in the effectiveness of the tariffs of non-complying carriers.

IV. Tariff Provisions and Regulations

67. Our review and investigation of the access tariff provisions - the
regulations, restrictions, format, structure and other non-rate aspects of
the tariffs - have been directed to assure both their general justness and
reasonableness and their compliance with Commission rules, orders, and
policies. Tariffs are required to show, in schedules open to public
inspection, all charges and the classifications, practices and regulations
affecting such charges. Sec. 203(a) of the Act 47 U.S.C. § 203(a). Unjust or
reasonable terms and conditions unreasonable discrimination or prefer-
ences are forbidden. Sec. 202(a), 47 U.S.C. § 202(a) A tariff states the
terms of the contract for service the carrier offers to all eligible members
of the public.

68. That offering must comply with both technical and substantive
requirements. Technically, under Part 61 of our Rules, the tariff must
contain “clear and explicit terms regarding rates and regulations . .. so as
to remove all doubt as to their proper application.” Section 61.55(f), 47
C.F.R. § 61.55(f) All rules, regulations, exceptions and conditions are to be
clearly stated, Section 61.55(g), 47 C.F.R. § 61.55(g), and all charges stated
in a simple or systematic manner, Section 61.55(h), 47 C.F.R. § 61.55(h).
The tariffs must comply with these and the other filing, format and
content requirements in order to ensure that their terms are explicit,
understandable, and reviewable.

69. Substantively, the access tariffs must properly carry out both the
Part 69 Access Charge Rules and other Commission orders and policies. A
fundamental Commission goal is to foster a competitive market, open to
all, for communications services and equipment. Tariffs may not general-
ly prohibit or restrict resale, AT&T v. FCC, 572 F.2d 17 (2d Cir. 1978),
cert. denied 439 U.S. 875, or the interconnection of equipment, Carter-
fone, 13 FCC 2d 420, 14 FCC 2d 571 (1968), or services, AT&T,
Interconnection of Private Line Services, 60 FCC 2d 939 (1976).
Customers may use communications services in any way which is
privately beneficial, so long as it is not publicly harmful, and the burden of
demonstrating public harm is on the carrier proposing the restriction,
Hush-A-Phone Corporation v. U.S., 238 F.2d 266 (D.C. Cir. 1956),
Carterfone. A carrier also may not have different tariffed rates for like
service, absent justification for applying different rates, Western Union
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International, Inc., v. FCC, 568 F.2d 1012 (2d Cir. 1977), cert, denied 436
U.S. 944 (1978), American Trucking Ass'nv. FCC, 377 F.2d 121 (D.C. Cir.
1966), cert. denied 386 U.S. 943 (1967).

70. Based on the record in a notice and comment investigation such as
this, if we conclude that a tariff charge, classification, regulation, or
practice is or will be unlawful, we may, within the broad limits of our
discretion, select from a number of options to remedy the defects. We
may, for example, prescribe reasonable provisions, Sec. 205(a), 47 US.C. §
205(a) and Sec. 201(a), 47 U.S.C. § 201(a), direct the carrier to file revisions
correcting the unlawfulness, National Association of Motor Bus Owners
v. FCC, 460 F.2d 561 (2d Cir. 1977), or take such other action not
inconsistent with the Act as may be necessary to exercise our functions
Sec. 4(i), 47 U.S.C. § 154(i) Lincoln Telephone and Telegraph Company
v. FCC, 659 F.2d 1092 (D.C. Cir. 1981). We may institute broad policy
changes while leaving fine-tuning for future proceedings, AT&T v. FCC,
572 F.2d 17 (2d Cir. 1978), cert. denied 439 U.S. 875, ¢f. WJG Telephone
Company v. FCC, 675 F.2d 386 (D.C. Cir. 1982).

T1. Our section-by-section review of the ECA tariff, the comments,
and the reply is presented in Appendix D. These findings, both in the
overview and individual modules, constitute the bulk of our decisions and
orders. We have attempted to review all sections of the tariff, but have
not listed all necessary changes. Where changes in other sections are
‘necessary.to conform to the decisions in an overview or specific section,
these also are required. Overall, the ECA tariff appears to be a functional
vehicle for implementing access charges, although changes will be
necessary to implement the Second Reconsideration Order. Many of our
comments and directions are editorial in nature, to eliminate ambiguity or
duplication, or to obtain further explanation. In other circumstances, we
might have been able to remedy these problems informally in the course
of the tariff review process. However, we also find that numerous specific
provisions and a number of important segments of the tariff are
unreasonable or unjustified. This is particularly true in areas for which
the Commission did not draft specific rules, but left implementation to
carrier initiative and close scrutiny in the tariff review process.

72. In each case, where changes proved necessary, we have sought to
select the most appropriate remedy within the span of our authority and
discretion, balancing the needs of telcos, equipment vendors, and custom-
ers. In some cases we have deferred action to a later proceeding, for
example by requiring the carrier to file revisions or further information at
or before the time of the 1985 tariff filing. In other cases we have
requested additional justification immediately before permitting a provi-
sion to take effect. In yet other cases, we have prescribed interim
remedies pending further action based on a more complete record. We
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have also prescribed terms and conditions, where we have concluded both
that the existing provision would be unjust, unreasonable, unreasonably
discriminatory, or unlawfully vague, and that another provision would be
just and reasonable.

73. The ECA also proposes to include in the access tariff extensive
technical material dealing with interconnection and transmission stan-
dards. We are concerned with both of these areas. The interconnection
sections propose to apply our Part 68 rules for terminal equipment to
carrier-carrier interconnection, by largely incorporating but in some cases
modifying those rules. Applying Part 68 to carriers, however, would
apparently impose new restrictions on carrier-carrier arrangements,
stricter than those in currently effective OCC tariffs which have proven
effective in protecting the network from harm. No justification is
provided for new restrictions, and we conclude that the proposed approach
is thus in conflict with principles of Hush-a-Phone and Carterfone. As an
interim matter, we are requiring carriers to maintain the standards in
existing carrier tariffs by extracting the relevant material and incorporat-
ing it in the access tariff by a technical reference. We are considering
tariff requirements and appropriate procedures for arriving at standards
in MTS and WATS-Market Structure. Notice of Proposed Rulemaking,
Structure Phase I1I, C.C. Docket No. 78-72, FCC 83-178, released May 31,
1983. The inclusion of a somewhat modified version of Part 68 in the tariff
could also be confusing (and improper) where Part 68 applies: a carrier
may not alter our rules by tariff. We direct the carriers to remove the Part
68 material and reference the rules directly.

74. Some commenters claim that the proposed transmission standards
are lower than currently provided and in some cases unacceptable to meet
service needs. The BOCs/CSO reply that standards in most cases meet or
exceed current standards. It is difficult to compare standards because of
questions as to what the standards mean (for. example, whether they
represent guarantees of minimum performance or signals triggering the
need for maintenance) and because the standards do not apply when the
facilities are grandfathered or whenever the standards cannot be met. The
circuit elements to which standards are applied have also changed in some
cases. In general, the standards do not appear unreasonable despite these
concerns, but they do raise a more fundamental concern. Before divesti-
ture, a single network manager, the Bell System, could often provide end-
toend service by choosing among design and routing options that
normally exist to optimize performance. Impairments in transmission?¢
along particular portions of a route!” could be accommodated to provide
an end-to-end service which met a customer’s needs while making optimal

6 Fg., maximum noise on a channel, signal dropouts, envelope delay, impulse noise.
17 E.g., local loop interexchange plant, toll plant.
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efficient use of the network. Trade-offs could be made. We believe the
benefits of this optimization process should be maintained to the extent
feasible in the post-divestiture environment, though the Bell System can
no longer serve as a single network manager. Within this content,
proposals for standards which would apply to one segment of the network
must be considered as elements in the overall network optimization
process. We believe that resolution of such technical issues can best be
handled by an industry-wide forum, as proposed in our CC Docket No. 78-
72, Phase III Notice, op. cit. Our decisions in this case are thus tentative
and interim in nature.

A. Other Matters

75. We have attempted in this order to deal with all major issues in
this phase of this docket. Some specific matters warrant further mention.

76. As we noted in the Investigation Order, approximately fifty
exchange carriers neither joined the ECA tariff for all its provisions nor
filed or participated in any other access tariff. Without an access tariff on
file these carriers could not recover the revenue requirements associated
with the access rate elements. We contacted each of these carriers to ask
how each proposed to comply. Apart from carriers mistakenly omitted
from the ECA tariff, twenty-five carriers wished to join the ECA tariff,
six wished to join the Small Exchange Telephone Company tariff, and
seventeen carriers wished to concur in the Pacific Telephone and
Telegraph Company tariff. We decided to permit the carriers to join the
respective tariffs, (see CCB Mimeo 1358, released December 15, 1983),
because it allowed the carriers to participate in access revenues and the
effect on the rates and revenue pools was de minimus.

T7. New York Telephone and Pacific Telephone and Telegraph filed
requests for somewhat different “lifeline waivers” of the $2 end user
charge. Because the $2 charge was deferred until June 1985 in the Second
Reconsideration Order, those petitions are moot.

78. The ECA and other tariffs contain no rate element for Limited Pay
Telephone, i.e., pay telephones and coinless pay telephones which can
access the services of only one interexchange carrier. The ECA states that
public phones such as Charge-a-Call Station are not dedicated to the
interexchange services of a particular carrier. We will monitor these
services to verify that they are correctly rated.

79. Some commenters, (Allnet, AT&T), urge that the per minute rates
for Switched Access should properly be time-of-day sensitive, with lower
evening and night rates to reflect the lower costs of such off-peak usage.
While we agree that a time of day structure should eventually be
established for these rates, we have not required this additional step in
these initial access tariffs. Other comments also raise issues not properly
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within the scope of this proceeding, e.g., issues considered and resolved in
the Second Reconsideration Order. We do not address these here.

80. A general problem in the ECA tariff is the use of a single rate,
$26.21, for a wide range of administrative activities, including the altering
of an address, the switch to a different presubscribed carrier, and the
modification of an order. We have found no explanation for how this
charge was established; the charge also does not take into account likely
differences in the typical costs of such functions. It may also be
counterproductive for a telco to impose a charge in some cases, for
example, to correct inaccurate or changed customer information, since the
customer’s failure to come forward may cause the telco’s own records to
remain inaccurate. We request further justification for the charge and its
application.

81. Foreign exchange (FX) service presents a number of problems.
Interstate FX is presently priced as a composite service, including an
interstate private line component and local exchange service. In the
Second Reconsideration Order, both to eliminate the discrimination
inherent in pricing FX at a very different rate than the essentially
identical ENFIA-A, and to reflect the very different usage of many FX
and ENFIA customers, we retained FX billing on the basis of minutes of
use even though we preseribed interim flat rates for QCC ENFIA-A type
services. A small percentage of local end offices, however, are not
presently equipped to measure FX usage. In these offices, per minute rate
cannot be applied. The ECA has proposed a monthly rate based on 4076
minutes. However, this figure would impose a substantial hardship on a
small user who would pay the higher assumed rate if it happened that the
local telco end office was not equipped to measure usage. The average
also does not appear to be based solely on end user usage in those
exchanges. As an interim measure, until measurement capability is
available, we will permit telcos either to continue to charge a rate
equivalent to the local business rate to end users receiving FX or to
. propose alternative usage surrogates. Another problem involves so-called
“string FXs,” a local exchange service provided across adjacent state
borders or telephone company boundaries which is generally little
different from other local exchange service. In some cases the “FX” line
might be simply across a highway which is also a border. Regions using
string FX are generally rural areas which look to a cross-border town for
community services. A number of exception rates are included in current
applicable tariffs (e.g., AT&T Tariff F.C.C. No. 260, § 3.2.2(c)(1)(d)) which
bar imposing interstate private line rates upon the facilities used. We have
received a number of letters and petitions from communities subject to
such rates suggesting that applying access charges or eliminating
exception rates could result in very substantial rate increases for no
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changes in service. We will examine carefully any carrier requests to
eliminate these exceptions or any other actions which have that effect.
The carriers should, at a minimum, explain why other alternatives, such
as modifying the exchange boundary or an Extended Area Service
arrangement, would not be preferable and better recognize the essentially
local character of such services.

V. Major Conclusions Requiring Further Action

82. Special Access is a primary concern. Neither the Access Charge
Orders nor divestiture required changes in the rates or rate structures for
the private line services provided under Special Access. The ECA and
other access tariffs, however, propose to restructure these offerings
radically, although little justification is given for the need for such
changes. Rates would also increase enormously in many cases. Moreover,
the rates for carriers ostensibly using the same methodology vary
drastically for the same services and facilities. These differences are so
great as to forfeit the credit which might be placed in any of the rates. The
rate structure is also seriously flawed, as we describe more fully in
Appendix D.

83. Directory assistance charges present analogous problems on a
smaller scale. One of our basic policy goals is to move toward rates which
recover the costs of service from the cost-causer where feasible. The costs
of long distance directory assistance appears to be a service where calls
can and should be recovered from those who place the calls, rather than
spread to all long distance callers. A high proportion of long distance
information calls are in fact made by large businesses such as credit
agencies which have taken advantage of directory assistance being
provided as a free good. Others, including local residential customers,
should not bear the burden of such costs. Assigning an accurate rate to
these calls will also encourage overall efficiency in use of the service, and
possibly competitive offerings. A cost-based rate should thus be both
more equitable and more efficient.

84. In the present case, however, the cost basis for the directory
assistance rates is very doubtful. The rates vary widely for no discernable
reason. For example, the rate in the District of Columbia is $.22 and in
West Virginia $.93 though both are C&P Telephone companies. The
support material also present substantial questions, including whether
costs are fairly assigned to state and interstate use. These rates are also
substantially higher than the state rates in most cases, and state rates
generally permit a number of free calls. The charging of very different
rates to customers for the same service is a matter of concern. For these
reasons - to move toward rates fairly based on costs, and to permit
consideration of the actual costs and possible issues of discrimination, - we
are prescribing an interim one year charge no higher than 25 cents for the

97 F.C.C. 2d



Investigation Of Access/Divestiture Tariffs 1115

directory assistance service call element of access tariffs for carriers
whose charges are on a per call basis. We are also requesting further
information from the carriers in order to resolve issues relating to
directory assistance and will consider these issues later in this investiga-
tion.

85. The proposed ordering arrangements, including the planned facili-
ties order provision, are also unjustified and in substantial part unreason-
able. The nonrecurring charges represent large increases to existing
charges, though no obvious changes in costs are involved and it is unclear
that the increases are reasonably related to costs. Many of the features
would also allow telcos to decide arbitrarily the amount an IC would pay
and the obligations to which it would be subject.

IV General Conclusions and Directions
to Local Exchange Carriers

86. In the Investigation Order which began this proceeding less than
four months ago, we expected that enormous effort would be required by
this Commission, the carriers, and the interested public. This was not an
overstatement. The mass, detail, and level of analysis of the comments
and reply give testimony to the importance and range of the issues for
carriers, equipment suppliers, and the public. Much has been accom-
plished and many issues resolved. Yet even more may remain to be done.
The Common Carrier Bureau will very shortly be sending further
information requests to certain carriers and the ECA. It will also act on
delegated authority to adopt an order addressing changes needed in other,
non-ECA access tariffs. Although the policy decisions and specific
corrections required by this order apply to all access tariff provisions
which are the same or relatively similar to the ECA’s, others with
differing provisions raise separate problems. These are relatively scat-
tered in the other 75 access tariffs and those carriers should proceed with
the work of preparing whatever changes are necessary in their tariffs
because of this order. Where we have addressed specific provisions of
non-ECA tariffs, the respective carriers should of course prepare to
implement our conclusions. The Bureau will release the order for non-
ECA tariffs to give additional directions as soon as possible. We will also
consider orders dealing with the divestiture related tariffs in Phase II of
this docket, including AT&T’s interstate tariffs, within the next few
weeks.

87. We expect that the information supplied with the new filings and
the specific rates and provisions will comply with this order, so that we
may allow the revised tariffs to become effective. In any event, we will
continue this investigation to monitor the filings and consider the
additional issues which we have not fully or permanently resolved here,
and the many new issues certain to arise. Any issues which have not been
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fully addressed or resolved in this order will be included in the continuing
investigation.

88. Because of the tight schedule we are trying to meet and the mass
of material the filing carriers must prepare and we must review, by this
order we are establishing a specific set of requirements for all revised
access filings:

* Filing carriers must make no changes in section or page numbers of pending access
tariffs except as specifically required in this or in forthcoming orders. Revisions
required by these orders should be made without changes in section numbering.
Section numbers of provisions required to be deleted should not be used for new
material, except where the new material is a replacement dealing with the same
subject.

- * Filing carriers must make no revisions, corrections, alterations, or other changes in
the rates, terms, or conditions of the access tariff in the prescribed filing, {other than
to correct typographical errors such as spelling) except as expressly required or
approved in this order and the Second Recomnsideration. These revisions shall
conform to the applicable rule requirements in Part 61 of our Rules, particularly the
symbolization requirements of Sections 61.55(e), 61.94 and 61.118(a). However, the
carriers need not symbolize material reissued without change as is required by
Section 61.118(b). To do so would result in symbolization that would be confusing.
Specific instructions concerning the administrative details of filing these revisions
can be found in Appendix C. Other changes which the filing carrier wishes to propose
must be made in a separate filing pursuant to Part 61 of the Commission’s Rules. 47
CF.R. § 61
* The filing carrier shall file in a separate volume as part of its support material a
report specifying all revisions on a section-by-section basis, listing the language now
pending, the proposed language (if any) and a reference to the specific Commissien
order, page and section or paragraph number which is implemented. The carrier may
include any explanation or justification of the proposed revisions in a separate
section-by-section format. . :

89. We do not expect to modify or waive the requirements of this
order before the effective date of conforming tariffs absent exceptional
circumstances. Reconsideration petitions or additional tariff filings should
provide adequate opportunities to present any claims that revisions are
needed. If a carrier does wish to request a waiver to allow a tariff
provision which does not conform with this order to become effective
immediately, it should present a full explanation and justification all
requests for immediate relief in the form of a single waiver request
submitted no later than February 29, 1984.

90. Carriers are directed to file revised tariffs conforming with this
order no later than March 15 to be effective April 3, 1984. We will strive to
maintain this schedule. However, we realize that the task of revision will
be a lengthy and difficult one. It is nonetheless of crucial importance to
meeting the April 3 date that filings be done correctly and well - and even
more important that they be done quickly. We have completed this initial
review of the tariffs well before the overall target date so that it might be
possible for new tariffs to become effective April 3 as planned. We hope
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that the information provided and modifications made by carriers to the
provisions and structure of their tariffs will remedy most of the problems
identified concerning rates. However, as can be seen from the body and
appendices of this order, many of the problems we have identified, both
rate and others, are serious; it may be difficult for carriers to correct the
provisions or demonstrate that no correction is needed. We need to know
as soon as possible whether the carriers will be able to meet this schedule.
We therefore direct the ECA to poll the filing carriers and report to us no
later than February 29, 1984 whether the carriers will be able to meet the
March 15 filing date. If the carriers require more time, an appropriate
motion for extension should be filed with the February 29 report.

91. Several telcos have submitted applications for special permission
to file various revisions to their respective access tariffs. Subsequent to
the filing of these applications, modifications required by this Order and
by the Second Reconsideration have rendered many of the revisions
requested in those applications inappropriate or inaccurate. Accordingly,
we are denying the pending applications for special permission listed in
Appendix C.

92. Nonsubstantive revisions (correction of typographical errors such
as spelling) may be made at the same time as required modifications
under this Order.

Ordering Clauses

93. Accordingly, IT IS ORDERED, pursuant to Sections 4(i), 4(), 201,
202, 203, 204(a) and 205, of the Communications Act, 47 U.S.C. §8§ 154(i),(),
201, 202, 203, 204(a), and 205, that the tariff material submitted under
Exchange Carrier Association Transmittal No. 1 is unlawful to the extent
indicated herein.

94. IT IS FURTHER ORDERED, That the Exchange Carrier Associa-
tion shall file revised tariff material in compliance with this order no later
than March 15, 1984 with a scheduled effective date of April 3, 1984.

95. IT IS FURTHER ORDERED that the Exchange Carrier Associa-
tion shall reference appropriate AT&T and BOC Tariffs for Other
Common Carriers (and other applicable material resulting from meetings
on interconnection pursuant to CC Docket 20099) as existed on April 2,
1984, to the extent necessary to substitute for material in Section 2.5
found unlawful. For this purpose, waiver of Section 61.74 of the Rules is
granted. To the extent that no existing tariff contains necessary connec-
tion provisions (for example, those for services such as HC1C+4), any
special provisions such as the Interim Programs for customer provided
CSU and CSU-equivalent connections should be delineated in the ECA
tariff. Moreover, IT IS ORDERED that the appropriate material refer-
enced by the ECA tariff, including any presently used documents which
resulted from the CC Docket 20099 meetings on interconnection, should
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be retained in posting locations required pursuant to Section 61.72 of the
Rules.

96. IT IS FURTHER ORDERED, That Sections 61.58, 61.59, 61.74 and
61.118(b) of the Commission’s Rules, 47 C.F.R. §§ 61.58, 61.59, 61.74 and
61.118(b) are waived to the extent required to file tariff revisions
implementing this Order.

97. This order is exempt from the provisions of the Regulatory
Flexibility Act, 5 U.S.C. § 601 et seq. It involves a rule applicable to
particular rates and to practices relating to such rates within the meaning
of the exemption contained in 5 U.S.C. § 601[2).

FEDERAL COMMUNICATIONS COMMISSION
WiLLIAM J. TRICARICO, Secretary

*Commissioner Dawson’s statement may be seen with Memorandum Opinion and Order, FCC
8436, 9T FCC2d

APPENDIX A: Rates
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Switched Access Service Elements: Rate Comparison

Access Local Local Switching’ MRC/Min Line

Connection’ Transport! Termination’ Intercept’
Company NRC® MRC/Min’ LS1 LS? MRC/Min*  MRC/100 Min}
ECA $10.00 $.0044-,0453 $.0058 $.0090 $.0070 $.0085
Bell of
Pennsylvania: |
Pennsylvania 17.78 .0008-.0239 0051 .0080 .0051 0075
Delaware 48.96 .0002-.0299 .0060 0085 0047 .0036
C&P Telephone:
District of
Columbia 10.00 .0092-.0092 .0061 .0080 .0089 ' .0001
Maryland 10.00 .0078-.0537 .0050 0072 .0056 .0001
Virginia 10.00 .0084-.0590 0064 0082 0071 .0001
West Virginia 10.00 .0094-.0803 0072 0116 0081 0005
Cincinnati Bell: ECA

! See introduction to Section 6, Appendix D for a description of these Switched Access Service rate elements.
 Nonrecurring charge.

8 Monthly recurring charge per minute.

¢ Monthly recurring charges per 100 minutes.

sitl



Company

Bell:

Illinois Bell:
Indiana Bell:
Michigan Bell:
Arizona
Colorado
Idaho
Montana
New Mexico
Utah
Wyoming
Nevada Bell:

New England Telephone:

Maine

- Switched Access Service Elements: Rate Comparison

Access

Connection
NRC

$ ECA
12.59
ECA
6.08
ECA
ECA
ECA
ECA
ECA
ECA
ECA
ECA
ECA
ECA

Local
Transport
MRC/Min

.0064-.0375

.0018-.02

Local Switching MRC/Min

g LS1
0065

0041

LS?

.0090

.0083

Switched Access Service Elements: Rate Comparison

Line
Termination

MRC/Min

0073

.0061

0211

Intercept
MRC/Min

.0001

.0001



Company

Massachusetts
New Hampshire
Rhode Island
Vermont

New Jersey Bell:
New York Telephone:
New York
Connecticut
Northuwestern Bell:
TIowa

Minnesota
Nebraska

North Dakota
South Dakota
Ohio Bell:

Pacific Northwest Bell:

Idaho

Oregon

Access
Connection

NRC

ECA
ECA
ECA
ECA
11.41

'ECA
ECA

10.00
10.00
10.00
10.00

110.00
10.00

10.00
10.00

Local
Transport
MRC/Min

.0037-.0121

.0087-.0462

.0031-.0462

0050-.0586
0074-0602
0049-.0585
0108-0642

.0097-.0760
.0057-.0430

Local Switching MRC/Min

LS1

0047

.0051

0049

0043
.0065
.0083
00567

0053
.0052

LS2

.0065

0081

0073

~.0068

0104

0124

0079

0104
0094

Line
Termination

MRC/Min

0049

0065
0064
0056
.0083
0108
0055

0094
.0085

Intercept

MRC/Min

0054

0122
.0088
.0390
0158
0178
.0060

0197
.0267

g1t



Washington

Company

Pacific Bell:

South Central Bell:
Alabama

Kentucky
Louisiana
Mississippi

Tennessee

10.00 .0047-.0294 .0053 .0092
Switched Access Service Elements: Rate Comparison
Access Local
Loéal Switching MRC/Min
Connection Transport
NRC MRC/Min LS2
' LS1
15.87 .0051-.0837 .0095 .0128
ECA
ECA
ECA
ECA
ECA

.0081

Line
Termination

MRC/Min

.0102

&all

.0197

Intercept
MRC/Min

0111



Switched Access Service Elements: Rate Comparison

Access Local Local Switching MRC/Min Line

Connection Transport Termination Intercept
Company NRC 2 MRC/Min 8 LS1 LS2 MRC/Min. MRC/100 Min.
GTE!
Alabama $14.31 $.00048838 $.00722466 $.01359616 $.01188930 $.00002347
Alaska 17.13 00286722 00708340 01642519 01494464 .00000000
Idaho 13.23 00084982 01154923 02193616 .01968821 .00007927
Wisconsin 10.06 .00090538 00734795 01619691 .01334682 00000000

T We listed only a few of the states within the territories of these independent telcos.

A



Switched Access Ser_viqev Elements: Rate Comparison

. -Access Local Local Switching MRC/Min
4 » Connection Transport '
Company NERC MRC/Min LS1 LS2
Centel:’! o '
2 38 4

Illinois $.00197906  $.00197906 $.00559837 $.01024239
North Carolina 0058035 0059035 .00284481 00284481
Texas =~ - .005753 005753 004443 .004443
United:’
Arkansas 2.00 .0235-0680  N/A 0114
Florida 7.00 .002-.016 .008 013
New Jersey 1.00 .002-.028 006 .010

! We listed only a few of the states within the territories of these independent telcos.
* Same as Local Transport.

4 Used FGA.

i Used FGC.

Line
Termination
MRC/Min.

$.01002054
.00632006
01434

0132
.019
.010

vert

Intercept
MRC/100 Min.

$.001309
000599
.0008

N/A
01175
.00533



Company
New Jersey Bell:

Bell of
Pennsylvania:

Delaware
Northwestern Bell:
Minnesota

ECA
C&P Telephone:

District of
Columbia

Maryland

Virginia

West Virginia
Illinois Bell:
Michigan Bell:
Northwestern Bell:

Iowa
Nebraska

! See introduction to Section 7, Appendix D for a description of the Special Access Service rate elements.

Special Access Service Elements: Rate

Comparison

Access Connection’ MRC
4 - Wire Facility
$ 278

1.70

21.78

Access Connection: MRC
DS 1 Facility

$ 102.85

60.84

186.88

242.03
2.71

406.25 + 54.60 per mile
2.63

102.35
102.36

gerl1



Special Access Service Elements: Rate Comparison

Speciai Transport!’ MRC

Company DS 1 Facility

ECA: $ 38.02 + 15.09 PMI?
C&P Telephone:

District of Columbia 60.84

Maryland | 986.38

Virginia 242.03

West Virginia 2.711

Michigan Bell: 15.63
Northwestern Bell:

Iowa 38.02 + 15.09 PMI
Minnesota 38.02 + 15.09 PMI
Nebraska 38.02 + 15.09 PMI
Wisconsin Bell 4.27 + 5.84 PMI

I See introduction to Section 7, Appendiz D for a description of
the Special Access Service rate elements.
¢ Per mile.

92I1



Special Access Service Elements: Rate Comparison

Company

ECA

C&P Telephone:
District of Columbia
Michigan Bell:

New York Telephone:

Northwestern Bell:
South Dakota

GTE:

Alabama

Arkansas

California
California-NW
Montana

Special Access Line! MRC
2 - Wire Facility

$ 34.28

58.50
20.20
20.97

9.39

23.93

121
20.74
37.37
78.99

L3l



Special Access Service Elements: Rate Comparison

ECA:

Bell of
Pennsylvania:

C&P Telephone:
District of Columbia
Michigan Bell:
. GTE:

Alabama

Arkansas

California
California-NW
Montana

Special Access Line: MRC
4 - Wire Facility

$ 54.20

36.35

74.81
26.50

41.86
14.54
41.48
74.14
157.98

I See the introduction to Section ?, Appendiz D for a
description of the Special Access Service rate elements.

8cll



Investigation Of Access/Divestiture Tariffs 1129

2. ECA Non-Recurring Charges

Introduction

The ECA’s proposed plan for recovering non-recurring costs for facility installation and
related services' represents a significant departure, from the present rate structure and
levels of exchange ecarriers. Comparisons with current levels of non-recurring charges (NRCs)
for switched and special access facilities reveal enormous proposed increases. SBS estimates
that proposed NRCs for switched access represent increases of 800% over levels the OCCs are
currently assessed and proposed NRCs for Special aceess represent increases of up to 1000%.2
Western Union asserts that its annual NRCs would increase $34,074,000 from the current
level of $1,902,000, a increase of 1,800%.3 In New York, for instance, Western Union estimates
its NRC for installation of a 2-wire voice grade facility would increase from $42.00 to $568.95,
an increase of 1,255%; in California, the increase would be from $10.50 to $748.00, an increase
of 7,024%.¢ The magnitude of these increases does not appear to be atypical.

If we were to allow the ECA’s proposed NRCs to go into effect, grave economic
consequences might result. Non-recurring installation charges of the magnitude the ECA is
contemplating would probably pose significant barriers to entry for small and growing firms.
Such charges would tend to lock customers into their existing carriers. Such a result would be
in direct contradiction to the purpose of our Access Charge Orders. At the very least, these
NRC increases would cause significant market dislocation, creating new burdens for
interexchange carriers and customers alike.

Besides the need to address the public policy implications of increases of such magnitude,
justification of such increases would require, at the very least, thorough cost support for the
proposed rates. In addition, cogent arguments would have to be made in support of the new
rate structures proposed {e.g., assessing switched access NRCs on ordered busy hour minute
of capacity). Indeed, the burden of proof that such increases are “just and reasonable” lies
with the carrier.®

General Cost Methodology

The NRC cost support material that the ECA has submitted® relies on “Special Study M,”
conducted by each BOC, to allocate cost items developed by the Access Charge Analysis
System (ACAS) into recurring and non-recurring components. Special Study M uses “top-
down” disaggregation methods to develop the non-recurring revenue requirements for
switched and special access service. Therefore, the accuracy of Special Study M is critical for
the validity of the proposed switched and special access NRCs and related order modification
NRCs. However, Special Study M appears to suffer from significant problems of methodology
and documentation.

The ECA itself casts doubt on the results produced by Special Study M. It states:

““The nonrecurring results for Switched Access, . . .which were obtained using the top-
down disaggregation procedures, were evaluated for reasonableness. The work activities
associated with installing a circuit for Switched Access were compared to work activities

! The ECA proposes non-recurring charges for installation of Switched and Special access
services, for order modifications and for additional engineering, including presubscription
changes.

2 8BS, Comments, p. 4546.

3 Western Union, Comments, p. 6.

4 Western Union, Comments, table 5.

5 Section 204(a) of the Communications Act, 47 U.S.C. § 204(a).

§ ECA, Volume 1 and Volume 3-5.

97 F.C.C. 2d



1130 Federal Communications Commission Reports

involved in Special Access circuit installation. Based on this comparison, it was
tentatively concluded that the nonrecurring cost for Switched Access should be
comparable to or less than the cost for the voice-grade Special Access services. . .The
costs. . .developed using the top-down disaggregation methods, however, result in a
charge higher than the Special Access charge on an average circuit basis. It was decided
to set the nonrecurring charge per busy hours minute of capacity at $10, which on a per
circuit basis is less than the nonrecurring charge for Special Access.” (ECA Vol. 3-5, p. 2-
1ff).

As a result, the ECA simply reduced the NRC for switched access developed by Special Study
M from $16.61 to $10.00. This $10.00 figure lacks any further support in the cost material the
ECA provided us.

Many commenters strongly disputed the validity of Special Study M.” Among the
criticisms commenters made were that the disaggregation methods used in the study resuited
in the inclusion of extraneous costs; that extremely important yet capricious adjustments
were made to the study results; that the study was inauditable because it was so poorly
documented; that alternatives methods could have been used which would have resuited in
statistically valid estimates of non-recurring costs. According to SBS, the Study’s crucial
calculations of non-recurring expenses resulted in sizable overestimations of switched access
customer-initiated installation costs. The Study included installation costs initiated by the
exchange-carrier in the non-recurring costs to be recovered from customers. Many BOCs
implicity recognized this and attempted to resolve the problem by reducing the Study results
by arbitrary factors.® For instance, New York Telephone discounted these expenses by 40%;
Illinois Bell discounted certain of these expenses by 50%; yet Michigan Bell discounted the
same category of expenses by only 5%. There appears to be similar motivation behind the
ECA’s arbitrary reduction of its $16.61 NRC for Switched Access Connection to $10.00 (an
approximately 40% discount). Similar adjustment problems occur in computing special access
non-recurring expenses. Together, the problems indicate significant defects with Special
Study M methodology. They caution us in regard to cither the casualness or the hurriedness
with which Special Study M was conceived and conducted.

Switched Access NRCs

The ECA proposes to assess access connection charges on a per Busy Hour Minute of
Capacity (BHMC) basis. However, there is nothing in any of the cost support material
submitted to us that indicates that the cost of access connection is related to the amount of
access capacity a customer orders. To the contrary, it would appear that non-recurring costs
associated with “activities required to negotiate and process the service order, design the
circuit, assign equipment and facilities, and install the service between the IC and the entry
switch”® are largely independent of ordered capacity. The introduction of such a rate
strueture, which could be harmful to the fast-growing smaller interexchange carriers,
requires convincing justification. However, the ECA’s only support is a statement that the
rate structure comports with the provisions of the MFJ in assessing an “equal charge per unit
of traffic.”10

7 For instance, ITT, Comments p. 58ff; SBS Comments, Sec. 4, p. 8ff; WU, Comments,
251f.

8 SBS Comments, sec. 4, 14ff and table 2.

® ECA, Vol. 35, p. 2-1.

10 Id-

97 F.CC. 2d
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Special Access NRCs

As discussed above, petitioners also cited defects in the top-down methodology employed
for computing special access non-recurring costs, similar to those described for Switched
Access.!! In addition, commenters have criticized the bottom-up unit cost calculations
developed for non-recurring special access and the BANOR top- down/bottom-up reconcilia-
tion process as being excessively casual, poorly documented and prejudicial to the 0CCs.*?
Western Union points out the enormous jurisdictional fluctuations in Special Access NRCs
(WU, Comments, Table 10). They conclude that a comparison of the NRCs for various special
access facilities (e.g., 2&4-wire SAL and VG1) reveals such extreme disparities that it is
unlikely that these charges are in fact related to actual installation costs.

Other NRCs

NRCs for Order Modifications and Additional Engineering expenses (including presub-
scription) are based on the same unsubstantialed cost studies and unsupported rate
structures. As a result they share the same infirmities as the NRCs for switched and special
access.

CONCLUSION

The ECA and the participating BOCs have not supplied adequate information concerning
non-recurring costs, nor have they succeeded in defending the highly controversial charges
and rate structures they propose. The cost information they have submitted actually argues
against its own usefulness as cost support. The studies by which BOCs ascertained their non-
recurring revenue requirements seem seriously flawed.

While some increases in nonrecurring charges may prove to be just and reasonable, and
some modification in the manner in which they are assessed may be warranted, the material
the ECA has offered in support of these changes is unconvincing. Before these NRCs could
become effective, more adequate justification must be provided. There are good reasons to
believe that the costs allocated to nonrecurring elements can be easily recovered, for an
interim period, by slightly modified recurring charges. Only a small part of total costs have
been allocated to nonrecurring elements (approximately, 8.7% for Switched Access and 12.5%
for Special Access).

APPENDIX B: Regulations of the ECA
1. Introduction

Appendix B contains a number of parts relating to the regulations of the ECA access and
special construction tariffs. Part 2 contains a list of parties filing comments and reply
comments on these tariffs, along with abbreviations for those parties. These abbreviations are
used throughout our discussion of the ECA tariffs. Part 8 contains a list, by tariff and
transmittal numbers, of all access and special construction tariffs filed by October 3, 1984.
This list includes tariffs filed by the ECA, BOCs and independent telcos that did not concur in
the ECA tariffs. Part 4 contains the table of contents of the ECA access tariff, while Part 5
includes a table that sets out which tariffs filed by the BOCs and independent telcos cross
reference the ECA access tariff. The table in Part 5 is organized according to sections of the
ECA tariff, and indicates which tariffs incorporate ECA language and which contain
language that differs from the ECA.

! See SBS, Comments, sec. 4, p. 24ff; ITT, Comments, p. 61ff.
12 SBS, Comments, p. 29ff; ITT, Comments, p. 61ff; WU, Comments, p. 30ff.

97 F.C.C. 2d
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2. Abbreviations of Commenters

The following parties have filed comments concerning the access charge tariffs filed by
the Exchange Carrier Association, the Bell Operating Companies and independent local
exchange carriers.

97 F.CC. 2d

Ad Hoc Telecommunications Users Committee (AHTUC)
Aeronautical Radio, Inc. (ARINC)

Alascom, Inc. (Al)

Allnet Communications Services, Inc. (ACS)

American Broadcasting Companies, Inc., CBS, Inc., and National Broadcast-
ing Company, Inc. (the Networks)

American Communications Ltd. (AC)

American Financial Services Association (AFSA)

American Hotel and Motel Association (AHMA)

American Library Association (ALA)

American Newspaper Publishers Association (ANPA)
American Satellite Company (ASC)

American Telephone and Telegraph Co. (AT&T)

Associated Press and Commodity News Services, Inc. (AP and CNS)
Association of Independent Television Stations, Inc. (INTV)
Association of Long Distance Telephone Companies (ALTEL)
Bryan 800 Communications, Inc. (BC)

Bunker Ramo - Eltra Corporation (BREC)

CAPCON Library Network (CAPCON)

City of Los Angeles (LA)

Central Committee on Telecommunications of the American Petroleum
Institute (CCT)

Commissioner of Baseball (CB)

Committee of Corporate Telecommunications Users (CCTU)
Direct Marketing Association, Inc. (DMA)

Dow Jones & Company, Inc. (DJ)

Enhanced Communications Services Association (ECSA)
EMX Telecom (EMX)

General Communications Incorporated (GCI)

Federal Executive Agencies (FEA) with General Services Administration
(GSA) and Department of Defense (DOD)

GTE Sprint (GTES)
Hughes Television Network (HTN)

Independent Data Communications Manufacturers Association, Inc.
(IDCMA)

International Communications Asscciation (ICA)
ISACOMM, Inc. (ISACOMM)
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ITT Communications Services, Inc. (ITT)

Lexitel Corporation (LC)

Local Area Telecommunications, Inc. (LAT)

Mobile Communications Corporation of America (MCCA)
Missouri Public Service Commission (MPSC)

McCaw Communications Companies (MCC)

MCI Airsignal, Inc. (MCIA)

MCI Telecommunications Corporation (MCI)

National Association of State Universities and Land-Grant Colleges (NA-
SULC) with Association of Community College Trustees (ACCT),
American Association of State Colleges and Universities (AASCU),
American Association of University Professors (AAUP) and National
Association of College and University Business Officers (NACUBO)

New York Public Service Commission (NYPSC)

Online Computer Library Center (OCLC)

Office of Consumers’ Counsel - State of Ohio (0OCCO)

J.C. Penney (JCP)

RCA Communications, Inc. (RCA)

Rural Telephone Coalition (RTC)

Satellite Business Systems (SBS)

Satellite Data Broadcast Networks, Inc. (SATNET)

Teltec Saving Communications Co. and Sateleo Incorporated (TSC/SI)
Telesphere Network, Inc. (TNI)

Telocator Network of America (Telocator)

United Press International (UPI)

United States Telephone Association (USTA)

U.S. Telephone, Inc., (USTEL)

Utilities Telecommunications Counsel (21 separate comments on individual

access tarriffs) (UTC)

Vermont Department of Public Service and Vermont Public Service Board
(VPSB)

Westinghouse Broadeasting and Cable, Inc. (WBC)
Western Union Telegraph Company (WU)

97 F.C.C. 2d
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3. Summary List of Access Tariff Filings
PHASE I ACCESS TARIFFS

Access Spectal Construction
Company Trans. Tariff Trans. Tariff
No. No. No. No.

Exchange Carrier Assoc.

Access Charges 1 1

Wire Centers 1 2

Special Construction 1 3
Bell Operating Companies
Bell of Pennsylvania 689 41 689 42
C&P Telephone 117 3 117 6
Cincinnati Bell 341 35 341 39
Illinois Bell 700 43 700 44
Indiana Bell 703 34 703 35
Michigan Bell 470a 38 470a 39
Mountain States 650 65 650 62
Nevada Bell 1 1 - -
New England Telephone 680 40 680 41
New Jersey Bell 388 38 388 36
New York Telephone 613 41 613 42
Northwestern Bell 924 52 924 51
Ohio Bell 629 38 629 42
Pacific Northwest Bell 89 8 89 8
Pacific Tel. and Tel. 1027 128 1027 129
South Central Bell 102 4 102 9
Southern Bell 1250 61 1250 60
Southern New England 287 34 287 35
Southwestern Bell 1222 68 1222 69
Wisconsin Bell 511 38 511 39
Independent Telephone Companies
Anchorage Telephone Utility 8 4 - -
Canby Telephone Assoc. 1 1 - -
Carolina Telephone (United) 8 3 - -
Centel - Florida 1 1 - -
Centel - Illinois 1 1 - -
Centel —~ Minnesota 1 1 - -
Centel - Nevada 1 1 - -
Centel —~ North Carolina 1 1 - -
Centel - Ohio 1 1 - -
Centel - Texas 1 1 - -
Centel - Virginia 1 1 - -
Century Tel. Enterprises 1 1 - -
Citizens Telephone Co. 1 1 - -
Concord Telephone Co. 1 1 - -
Eagle Telecommunications 1 1 - -
East Ascension Tel. Co. 1 1 - -
El Paso Telephone Company 1 1 - -
Fidelity Telephone Company 1 1 - -

97 F.C.C. 2d
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Company

General Telephone Op. Cos.

Great Plains Communications

Highland Telephone Company

Kalona Coop. Telephone Co.

Matanuska Telephone Company

Merchants & Farmers
Tel. Co. (Centel)

Orchard Farm Telephone Co.

Palo Pinto Tel. Co. (United)

Phillips County Telephone Co.

Pioneer Telephone Coop.

Rochester Telephone Corp.

Small Exchange Telephone
Companies

Sylvan Lake Telephone Co.

Telephone Utilities
Exchange Carrier
Association

United Intermountain -
Tennessee

United Intermountain -
Virginia

United Tel — Arkansas

United Tel - Carolinas

United Tel - Florida

United Tel - Indiana

United Tel - lowa

United Tel - Kansas

United Tel — Minnesota

United Tel - Missouri

United Tel - Northwest-
Oregon

United Tel - Northwest-
Washington

United Tel - Ohio

United System - Pennsylvania

United System — New Jersey

United Tel - Texas

United of the West -
Nebraska

United of the West -
Wyoming

Urban Telephone Corp.

Walnut Hill Telephone Co.

Wood County Telephone Co.

Wyoming Telephone Company

Other Companies

Trans.
No.

Pl bt bt et s s

[y

R W S

e~ ooty R

-3

L o BT . -]

Tanff
No.

[y N b ok ek ek b

[

oD ke WM e O -

R N -

[ S - )

2
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Special Construction
Trans.
No.

Tariff
No.

RS
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Access Special Construction
Company Trans. Tariff Trans. Tanriff
No. No. No. No.

AT&T Communications 2 8 - -
B.S.0.C.

Cancel tariff 89 3 - -

Cancel tarnff 89 4 - -

Cancel tariff 89 8 - -

Cancel tariff 89 9 - -

Cancel tariff 89 11 - -
California — Oregon

Cancel COATS tariff 39 8 - -
Hawaiian Telephone Company

Cancel tariff 652 3 - -

Cancel tariff 652 18 - -

Cancel tariff 652 20 - -

PHASE 1 ACCESS TARIFFS - Modification and Cancellation of Docket 20099 tariffs

Access Specral Construction

Company Trans. Tariff Trans. Tariff

No. No. No. No.
Bell of Pennsylvania 687 38 688 38
C&P Telephone 116 2 118 2
Cincinnati Bell 340 34 - 34
Illinois Bell 702 38 703 38
Indiana Bell 702 a3 704 33
Michigan Bell 47 3 472 £y
Mountain States 649 59 651 59
New England Telephone 681 39 682 39
New Jersey Bell 389 33 390 33
New York Telephone 614 39 615 39
Northwestern Bell 926 45 926 45
Ohio Bell 628 37 632 45
Pacific Northwest Bell 91 4 92 4
Pacific Tel. & Tel. 1028 126 1029 126
South Central Beli 103 3 104 3
Southern Bell 1252 55 1253 55
Southern New England 288 33 289 33
Southwestern Bell 1220 65 1221 65
Wisconsin Telephone 512 35 513 35

97 F.CC. 2d



Section
Section
Section
Section

Section

Section
Section
Section
Section
Section
Section
Section

Section

Section

10.

11.

12.

13.

14.

Investigation Of Access/Divestiture Tariffs 1137

4. Table of Contents of ECA Tariff
APPLICATION OF TARIFF

GENERAL REGULATIONS
CARRIER COMMON LINE ACCESS SERVICE
END USER ACCESS SERVICE

ORDERING OPTIONS FOR SWITCHED AND SPECIAL ACCESS
SERVICE

SWITCHED ACCESS SERVICE

SPECIAL ACCESS SERVICE

BILLING AND COLLECTION SERVICES

DIRECTORY ASSISTANCE SERVICE

SPECIAL FEDERAL GOVERNMENT ACCESS SERVICES
SPECIAL FACILITIES ROUTING OF ACCESS SERVICES
SPECIALIZED SERVICE OR ARRANGEMENTS

ADDITIONAL ENGINEERING, ADDITIONAL LABOR AND
MISCELLANEQUS SERVICES

EXCEPTIONS TO ACCESS SERVICE OFFERINGS

97 F.CC. 2d
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5. Cross References of Other Access Tariffs to the ECA tariff
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Cross References of
Other Access Tariffs
To ECA Tariff

General
CARRIER: Regulations

Bell of Pennsylvania
C&P Telephone
Cincinnati Bell

Illinois Bell

Indiana Bell

Michigan Bell
Mountain States

Bell of Nevada

New England Telephone
New Jersey Bell

New York Telephone
Northwestern Bell
Ohio Bell

Pacific Northwest Bell
Pacific Telephone and Tel.
South Central Bell
Southern Bell
Southern New England
Southwestern Bell
Wisconsin Telephone
Independent

Tel. Cos.

Anchorage Telephone

Canby Telephone Assoc. 2
Carolina Telephone (United)
Centel-Florida

Centel-Illinois

Centel-Minnesota

Carrier End
Common Line User

Pt ek ek ek ek ek ek ok ped ek ek ik ek ek b ok pd ok i ek

1‘.
1..
1..

Ordering Switched Special Billing &

Options

Pk ek et b

Access

Pk md pud

Access Collection

bk pud pb ek

6ert



CARRIER:

Centel-Nevada
Centel-North Carolina
Centel-Ohio

Centel-Texas
Centel-Virginia

Century Tel. Enterprises
Citizens Telephone Co.
Concord Telephone Co.
Eagle Tele-communications
East Ascension Tel. Co.
El Paso Telephone Co.
Fidelity Telephone Company
General Telephone Op. Cos.
Great Plains commun.
Highland Telephone Co.
Kalona Coop.

Matanuska Telephone
Merchants & Farmers (Centel)
Orchard Farm

Palo Pinto (United)
Phillips County

Pioneer Telephone
Rochester Telephone
Small Exchange Tele.
Sylvan Lake

Tel. Utilities Exch.

United Telephone of:
Arkansas

Carolinas

Florida

Indiana

lowa

General
Regulations

1..

DN NN -

n N

et bk DD GO bt b bk b bt b bk ek bt ek ek b DD DD DD

Pk pamd Pk ok pund

End

User

Ordering Switched Special

Options  Access Access
L2 2] )
2 2 2
2 2
1
1
1
1 1 1
1 1 1
1 1 1
[ X2 2]
1 1 1
i 1 1
2 2 2
1 1 1
1 1 1

Billing &
Collection
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General Carrier End  Ordering Switched Special

CARRIER: Regulations Common Line User Options Access Access
Kansas 1
Minnesota 1
Missouri 1
Northwest

Oregon 1
Pennsylvania . 1
Northwest-

Washington 1
New Jersey 1
Ohio 1
United

United Inter-Mtn-Tenn.
United Inter-Mtn. Va.

United Tel.-Texas 1
United of the West-Nebr. 1
United of the West-Wyoming 1
Urban Tel. Corp. 2 2 2 2
Walnut Hill 1
Wood County 2 2 2 2
Wyoming 2 1 1 1 1
Largely incorporates ECA provision, but differs
I= slightly, for example, adds an introductory statement.
2= Incorporates ECA provision verbatim.
Rochester has same rate for Carrier Common
3= Line as ECA but has different regulations.
* Omits last three paragraphs of the ECA’s general description.
.- Carrier Common Line is in Section 14 of this tariff.
e Carrier Common Line i3 in Section 12 of this tariff

LR

Special Access appears in Section 5 of this tariff.
Ordering options appear in Section 9 of this tariff.

LERE X R]

Billing &
Collection

4411
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APPENDIX C: Filing Instructions and Pending Applications
TARIFF PAGES

61.38 REVISED
UNCHANGED COST SUPPORT'
TRANSMITTAL ORIGINAL REVISED VOL. 1 ALL
LOCATION LETTER PGS & REVISED PAGES ONLY? (IF APPL) VOLUMES

OFFICIAL
COFIES

SECRETARY
OF F.C.C.
ROOM 222 1 2

PUBLIC
REFERENCE
ROOM 513 1 1 1 N

COMMERCIAL

CONTRACTOR

ITS-ROOM 330

(TRNG. RM.) OF

BROWN BLDG

1220 19th ST.

N. W. 1 1 1 1

COURTESY COPIES

TARIFF DIVISION
ROOM 514

A. H. DAVID
E. N. GOLD

J. A. NITSCHE
-R. L. SMITH
D. F. GROSH

e

[ R

[ T I
]

1. In an effort to facilitate identification and cataloging we would appreciate the carriers
doing the following:
A. Provide a list identifying all cost support volumes submitted with these revisions and
associate it with the cost volumes and the transmittal letter,

B. Label the volumes of cost support on the spine of the binder with the name of the
carrier, the volume number and the issue date of the revised filing. This may be done by
marking with a felt pen and should be brief, ie: BELL OF PA, VOL 22, DATE.

C. All boxes in which cost support is delivered should be clearly labeled as to their
contents. ie: BELL OF PA, TRANS. LTR XXX, DATE, VOLS. 1,2,34, BOX 1 OF 5,

2. The package of revised pages should be clearly labeled as such, ie: BELL OF PA,
TRANS. LTR # XXX, DATE, REVISED TARIFF PAGES.

3. Each copy of these tariffs should be in a 3 ring, loose leaf binder clearly labeled on the
spine of the binder. ie: BELL OF PA, TARIFF FCC NO. XX, ACCESS.

4. The cost support associated with Public Reference Copy should be delivered to E. N.
Gold - Rm 514.
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The following carriers have filed applications for Special Permission to make changes to their
access tariffs.

Anchorage Telephone Utility Application #4, 1/23/83

Centel of Florida Application #2, 11/23/83

Centel of Illinois Application #2, 11/23/83

Centel of Minnesota Application #2, 11/23/83

Centel of Nevada Application #2, 11/23/83

Centel of North Carolina Application #3, 11/23/83

Centel of Ohio Application #2, 11/23/83

Centel of Texas Application #2, 11/23/83

Centel of Virginia Application #2, 11/23/83

East Ascension Application #1, 1/12/83

Great Plains Application #1, 11/2/83

GTE Service Corp. Application Nos. 6 and 7, 11/23/83

Matanuska Application #1

Merchants & Farmers Application #2 (Centel), 11/23/83

Cincinnati Bell Application Nos. 15 and 16, 12/22/83

New York Tel Application #45, 9/28/83 (life line waiver)

Pacific Bell Application #60, 9/28/83 (life line waiver)

Pacific Bell Application #63, 1/16/84 (requested withdrawal 2/2/84)
South Central Bell Application #18, 2/6/84 (add options under B&C)
Southern Bell Application #44, 2/6/84 (add options under B&C)

APPENDIX D: Section by Section Review

Appendix D contains a detailed, section-by-section review of numerous provisions of the
ECA access and special construction tariffs. In this review, we set forth the language of
numerous tariff provisions and discuss issues raised with respect to those provisions. We also
give specific directions to the ECA for making needed changes in tariff language and other
changes necessary to correct tariff deficiencies we have identified.

Our review of the ECA access tariff has revealed a rate problem that warrants discussion
in this introduction. In several instances in Section 6, Switched Access Service, and numerous
instances in Section 7, Special Access Service, the rates for service elements are not set forth
in the tariff.! Rather, they are to be established on an “individual case basis” (ICB), - that is,
developed based on the circumstances in each case. Because the ICB rates apply primarily to
service elements not previously offered by telcos, we recognize that it will take some time for
them to develop rates for certain facilities offered under these elements. For this reason, we
are allowing the ECA to use the ICB approach in this filing. However, as the telcos develop
rates or generally applicable regulations for these facilities we expect those rates and
regulations to be set forth in the ECA access tariff.

1 See, e.g. rates for Switched Access Service Local Transport optional features (Section
6.8.2(B)) and rates for Special Access Service Access Connections and Special Transport
for Group, Supergroup and Mastergroup facilities (Section 7.5.1).
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Section 1. Application of Tariff, and
Section 2. General Regulations

Section 1 of the ECA tariff describes the applicability of the tariff,
providing generally that its regulations, rates and charges are in addition
to applicable regulations, rates and charges specified in other tariffs and
referenced therein. Section 2 contains the general rules, regulations and
procedures for the provision of access services. It includes provisions for
installation and termination of service, refusal and discontinuance of
service, and interference or impairment of telco facilities or equipment.
Section 2 also provides for “Obligations of the IC,” including payment
arrangements, deposits, credit allowances for service interruptions, juris-
dictional reporting requirements and trouble determination responsibili-
ties. Finally, this section includes detailed provisions for connections of 1C
equipment and systems to teleo facilities, and contains numerous defini-
tions used throughout the tariff.

The Commission’s access charge plan is generally consistent with the
goals of the Modification of Final Judgment (MFJ) in seeking to
eliminate any unjustified disparities in interconnection regulations so that
all interexchange and information service providers will be able to
compete on an equal basis, and so that any person, whether a carrier or
end user, may be able to obtain access service under this tariff. In order to
reach these goals within the next few years, the access charge plan
establishes a phase-in period to facilitate the transition to “equal access.”
The Commission has made clear its intent that tariff provisions in effect
during, as well as after, this transition period must avoid any unjustified
discrimination among access service customers, and any unnecessary
restrictions in competitive market areas, such as provision of equipment,
or in provision of interstate/intra-LATA toll service, where local tele-
phone companies may be competing with others. It is, therefore, particu-
larly important that general provisions in the tariffs be reasonable and
precise, and that definitions be clear. To this end, we are directing
modifications and clarifications in Sections 1 and 2.

Many objections were raised to vague and ambiguous terms and
provisions throughout Section 2, which commenters claim will fail to
notify customers adequately of the provisions which will apply to them,
and/or will allow the telco unreasonable discretion in their application.
One important area of confusion stemmed from the nomenclature
developed to identify the various customers under this tariff. The ECA
developed a new term “Interstate Customer (IC)” to refer apparently to
all customers of access service, both interexchange carriers and end
users. In many places throughout the tariff, however, the tariff appears
to treat “Interstate Customers” and end users as two distinct groups. The
tariff also appears to use the term IC in many instances where it actually
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intends only interchange carrier. The historical application of the acronym
“IC” to represent interexchange carriers castes further confusion on
these terms. We shall eliminate this ambiguity by prescribing the use of
the terms used in our Access Charge proceedings, i.e., interexchange
carrier (IC), end user, and the term “customer” for any person who
subscribes to access service under these tariffs. We have also directed
clarifications of numerous other ambiguous terms and provisions in
Section 2, particularly certain important definitions in Section 2.6.

Several commenters raised concerns regarding tariff provisions which
they claim impose unreasonable burdens on the ICs. Some commenters
urge that the Section 2.3.14 and 2.3.15 provisions for jurisdictional
reporting requirements of the distribution of interstate and intrastate
uses of access service would impose unreasonable administrative burdens
on ICs, most of whom will lack the technical ability to develop adequate
reports. Further, the commenters objected to the Section 2.3.15 provision
for unilateral auditing of the IC’s support data by the telco as unreason-
able and anticompetitive. We are also concerned that the proposed
reporting requirements may be unreasonable and intrusive. Moreover, in
light of the move in our Second Reconsideration Order from a usage
based rate to a flat rate for OCC lines telcos may wish to reconsider these
usage reporting requirements. Accordingly, we will consider additional
proposals by the exchange carriers for allocating their customers’
intrastate and interstate usages.

We are also concerned about the reasonableness of several other
provisions in Section 2. For example, we have concluded that the Section
2.3.16 provision for a 24-hour minimum service interruption for a credit
allowance is unreasonable, particularly in light of substantial revenues
which ICs could lose during service interruptions for that length of time.
Accordingly, we are prescribing a shorter minimum service interruption
period in that provision.

Certain aspects of the proposed deposit and interest penalty provi-
sions in Section 2.4.1 drew complaints from several commenters. Commen-
ters are concerned generally about the telco’s discretion to determine
when a deposit would be required, the size of the deposit, and the
differences in interest proposed to be paid on the deposits and that to be
collected on late payments. We are directing clarification and justification
of the types and amount of deposits which may be required by the telco.
In order to assure reasonable interest provisions, we are also directing
that, within the bounds of relevant state laws, interest paid on customer
deposits must be keyed to penalty interest charges to customers unless
specifically justified.

We have two general concerns regarding the proposed connection
provisions in Section 2.5. First, the provisions, many of which paraphrase
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Part 68 provisions, could result in substantial confusion regarding the
application of our Part 68 rules. Second, this section appears to propose
establishment of Part 68-like connection regulations for equipment and
systems not today subject to Part 68 of our Rules (i.e., for interconnection
of carriers’ facilities for through service). The telcos have not demonstrat-
ed a new potential for harm which would justify such an expansion of the
scope of Part 68, and in our view any such expansion would not only be
improper, but it would also be undesirable in that it might foreclose
flexibility by carriers in implementing interconnection.

We have initiated a rulemaking proceeding which addresses, inter
alia, tariff requirements governing carrier-to-carrier interconnection.!
Pending resolution of that proceeding, we conclude that tariff provisions
which previously governed interconnection of customers’ and carriers’
equipment and facilities in the interstate tariffs should continue in effect.
Restatements in Section 2.5 of Part 68 rules for interconnection of non-
carriers’ equipment and facilities are confusing or unnecessary. Thus, the
differentiation in previous tariffs may continue to be employed in view of
our establishment herein of the separate “customer,” “interexchange
carrier” and “end user” categories.

We are directing changes in various other tariff provisions in Sections
1 and 2 of the ECA tariff, as indicated in the following pages. Sections 1
and 2 were largely unaffected by the Commission’s Second Reconsidera-
tion Order, and, thus, changes in these sections required as a result of
that decision should be minimal.

SUBJECT: Reference to Technical Publications
ECA TARIFF REFERENCE: p. 19
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:
“REFERENCE TO TECHNICAL PUBLICATIONS

The following technical publications are referenced in this tariff and may be obtained
from Publishers’ Data Center, Inc., P.O. Box C738 Pratt Street Station, Brooklyn, N.Y.
11205:

Compatibility Bulletin 106, Issue 2
Issued: December, 1981 Available: March 11, 1982

Technical Reference:

PUB 41451
Issued: January, 1983; Available: May 17, 1983

! MTS and WATS Market Structure, Phase I1I, Notice of Proposed Rulemaking, CC Docket
No. 7872, FCC 83-178, released May 31, 1983.
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PUB 60101
Issued: December, 1982; Available: January 17, 1983"

DISCUSSION: The BOCs/CSO have proposed to add the following two references to this
section:

PUB 62411
Issued: August, 1983; Available: August 23, 1983

PUB 62310
Issued: September, 1983; Available: September 16, 1983

We are concerned that even with these proposed additions there is still inadequate referencing
of technical publications. The list must be expanded to include all other relevant publications
currently listed in AT&T’s Tariffs F.C.C. Nos. 259, 260, 263, 266, 268, 270, 271 and 273.
Further, the list should include any references applicable to interconnection requirements for
services not previously covered, such as HC1C4.

This section must also conform to the conditions regarding these publications specified in the
Bureau’s Memorandum Opinion and Order regarding Transmittal No. 14268, released June
22, 1983 (Mimeo No. 4842) and its Memorandum Opinion and Order regarding Transmittal No.
14346. released September 8, 1983 (Mimeo No. 6295).

Further, the section should indicate that the status of publication 41451 is in question pending
resolution of its applicability to Satellite Digital Service.

SUBJECT: Application of Tariff
ECA TARIFF REFERENCE: Section 1.3
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The regulations, rates and charges contained herein are in addition to the applicable

regulations, rates and charges specified in other tariffs of the Telephone Company which are
referenced herein.”
DISCUSSION: Section 61.74 of our Rules, 47 C.F.R. § 61.74, generally prohibits reference ina
tariff to other documents outside the tariff in order to ensure that a taniff is a self-contained
document which fully apprises the public of all information relevant to the service offered.
Thus, the general reference in Section 1.3 to other regulations, rates and charges in other
tariffs is improper and the provision must be deleted.

SUBJECT: General Regulations—Undertaking of the Telephone Company—Scope
ECA TARIFF REFERENCE: Section 2.1.1(A)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“Services provided to an IC under the provisions of this tariff may be connected to
facilities used by the IC between certain locations and thereby constitute a portion of an end-
to-end interstate telecommunications service furnished by the IC for its own use or for the use
of End Users.”
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ISSUES: MCI contends that the tariff unreasonably omits from Section 2.1.1(A) foreign
communications services. MCI also refers to Section 2.3.14, which omits foreign communica-
tions from IC jurisdictional report provisions, and Section 2.6, which defines “interstate
customer” without reference to foreign communications.

DISCUSSION: This provision generally states that the teleo’s services may be connected to
an IC's facilities. We believe that it is unnecessary and confusing to state such permissive
uses in tariffs. Unlimited lawful use of the services provided under a tariff is assumed absent
justified restrictions in the tariff. This provision is unnecessary and must be deleted.

Accordingly, MCI’s complaint regarding the omission of “foreign communications” in this
section is moot. MCI does, however, raise this same issue in regard to the definition of
“Interstate Communications” in Section 2.6. See infra, that section.

SUBJECT: General Regulations — Undertaking of the Telephone Company — Scope/
Maintenance and Testing

ECA TARIFF REFERENCE: Sections 2.1.1 (C) and (D)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(C)} The Telephone Company shall be responsible only for the installation, operation and
maintenance of its services. The responsibility of the Telephone Company shall be limited to
the provision of services under this tariff and to the maintenance and operation of such
services in a proper manner. .

(D) The Telephone Company will for maintenance purposes, test its services only to the
extent necessary to detect and/or clear troubles and will not perform a complete technical
parameter verification when not deemed necessary by the Telephone Company.”

ISSUES: MCI contends that Section 2.1.1(D) is vague and would accord the telephone
company unreasonable discretion. The tariff should, MCI urges, define “Complete technical
parameter” and the standard to be used by the telephone company in determining when this
verification is “necessary.”

DISCUSSION: The second sentence of Section 2.1.1(C) provides that the telco is responsible
for maintaining its services “in a proper manner.” This language is meaningless and
unnecessary. Thus, the sentence should be deleted and subsection (C) should be modified to
read as follows: “The Telephone Company shall be responsible only for the installation,
operation and maintenance of the services which it provides.”

Section 2.1.1(D) appears to allow the telco extremely broad discretion to determine when
maintenance testing may be required. Proposed ECA modifications would delete the
discussion regarding the technical parameter verification, and merely provide that the telco
will test its services only to detect and/or clear troubles. The BOCs/CSO state that this
change is appropriate because the provision regarding the technical parameter verification is
unnecessary. The proposed modified language may appear in the revised tariffs filed in
response to this order.

SUBJECT: General Regulations—Undertaking of the Telephone Company—Limitations on
IC's Ability to Assign and Transfer Facilities

ECA TARIFF REFERENCE: Section 2.1.2(A)
97 F.CC. 2d
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OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(A) The IC may not assign or transfer the use of services provided under this tariff;
however, where there is no interruption of use or relocation of the services, such assignment
or transfer may be made to:

(1) another [C, whether an individual, partnership, association or corporation, provided the
assignee or transferee assumes all outstanding indebtedness for such services, and the
unexpired portion of the minimum period and the termination liability applicable to such
services, if any; or

(2) a court-appointed receiver, trustee or other person acting pursuant to law in
bankruptcy, receivership, reorganization, insolvency, liquidation or other similar proceedings,
provided the assignee or transferee assumes the unexpired portion of the minimum period and
the termination liability applicable to such services, if any.

In all cases of assignment or transfer, the written acknowledgement of the Telephone
Company is required prior to such assignment or transfer which acknowledgement shall be
made within 15 days from the receipt of notification. All regulations and conditions contained
in this tariff shall apply to such assignee or transferee.

The assignment or transfer of services does not relieve or discharge the assignor or
transferor from remaining jointly or severally liable with the assignee or transferee for any
obligations existing at the time of the assignment or transfer.”

DISCUSSION: This provision’s use of the term IC should be corrected to correspond with our
clarifications of the definitions of “IC” and “customers”, see infra, those discussions in
Section 2.6. Accordingly, the term “IC” in this section must be changed to “customer.”

SUBJECT: General Regulations—Undertaking of the Telephone Company—Limitations—
Shortage of Facilities

ECA TARIFF REFERENCE: Section 2.1.2(C)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

*“(C) Subject to compliance with the rules mentioned in (B) preceding, where a shortage of
facilities or equipment exists at any time, either for temporary or protracted periods, the
services offered herein will be provided to ICs on a first-come, first-served basis.”

ISSUES: MCI contends that this provision is ambiguous because it uses vague terms, such as
“shortage’” and “first-come. first-served.”

DISCUSSION: As MCI points out, the provision purports to resolve how limited services and
facilities will be allocated, but fails to clearly identify what will constitute a “shortage” which
will trigger the “first-come, first-served” rules. These terms will be significant during the
period following divestiture where ICs may be competing for limited facilities or equipment.
These terms must be defined clearly enough for customers to plan for, and respond to, such
shortage problems. The definitions should clearly address both facilities and equipment
shortfalls, and specify how the exchange carrier will determine how a rationing system will be
fairly determined.

SUBJECT: General Regulations — Undertaking of the Telephone Company — Limitations on
Liability
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ECA TARIFF REFERENCE: Sections 2.1.3(B) and (C)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(B) No carrier furnishing a portion of a service shall be liable for any act or omission of
any other carrier furnishing a portion of that service.

{C) The Telephone Company is not liable for damages associated with service or facilities
which it does not furnish.”

DISCUSSION: Subsection (B) purports to address carrier liability. We believe that since the
term “carrier” includes both those customers of the telco who are carriers, and the telco itself,
this provision to limit liability is unnecessarily broad. This section should address only the
issue of lability in terms of the telco. Further, subsection (C) would shield the telco from
liability for services or “facilities which it does not furnish.” The provision’s use of the term
“furnish” is unclear in the context of facilities which the teleo may lease from others to
provide its services. Thus, we conclude that Section 2.1.3 (B) and (C) should be deleted and the
following language should be substituted:

“The Telephone Company shalt not be liable for any act or omission of any other carrier or
customer providing a portion of a service, nor shall the Telephone Company for its own act or
omission hold liable any other carrier or customer providing a portion of a service.”

SUBJECT: General Regulations—Undertaking of the Telephone Company—Liability
ECA TARIFF REFERENCE: Sections 2.1.3(E) and (F)

OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs, ¢f, South-
western Bell §§ 2.13(E) and (F).

TARIFF LANGUAGE:

“(E) The Telephone Company shall be indemnified, defended and held harmless by the End
User against any claim, loss or damage arising from the use of services offered under this
tariff, involving:

(1) Claims for libel, slander, invasion of privacy, or infringement of copyright arising from
any communications;

(2) Claims for patent infringement arising from combining or using the service furnished
by the Telephone Company in connection with facilities or equipment furnished by the IC or
End User or;

(3) All other claims arising out of any act or omission of the Ernid User in the course of
using services provided pursuant to this tariff.

{F) The Telephone Company does not guarantee or make any warranty with respect to its
services when used in an explosive atmosphere. The Telephone Company shall be indemnified,
defended and held harmless by the IC or End User from any and all claims by any person
relating to the services provided.”

ISSUE: MCI contends that the provision is unreasenably vague in violation of Sections
61.55(f) and (g} of our Rules, 47 C.F.R. Sections 61.55(f) and (g), and could be interpreted as
requiring an IC to indemnify the teleo for acts or omissions of an end user over which the 1C
has no control. The BOCs/CSO have responded that the instant provision is similar to that
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contained in the OCC Facilities Tariffs*, and that the exchange carrier’s liability is
“appropriately’” limited, particularly where the IC or end user is in a better position to
minimize any damage or liability.

DISCUSSION: Section 2.1.3(E) seeks to limit the teleo’s liability by requiring the “End User”
to indemnify, defend and hold harmless the telco against certain specified claims. As a result
of the clarified definition of “end user” which we are mandating in this action, see infra,
Section 2.6, we believe that this provision does not suffer from the vagueness problems which
MCI alleges, and clearly would not apply by its terms to ICs, such as MCI, when providing
service to their customers. By contrast, however, the analogous Southwestern Bell provision
(Section 2.1.3(E)) specifically adds ICs, requiring the “IC or End User” to indemnify, defend
and hold harmless the telcos for the claims listed in (1) and (2) and adds to subsection (3)
claims arising out of any act or omission of the IC. This language, we believe, does have the
vagueness problems which MCI has raised.

We also believe this provision in both the ECA and Southwestern Bell tariffs, among other
tariffs, fails to distinguish clearly the respective obligations of the IC or end user. In order to
eliminate these vagueness problems in both Section 2.1.3(E) and (F) the tariffs must contain
separate provisions that clearly delineate the separate obligations of the IC and end user,
holding neither responsible for the acts or omissions of the other.

SUBJECT: General Regulations—Undertaking of the Telephone Company—Provision of
Services to ICs

ECA TARIFF REFERENCE: Section 2.1.4
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The Telephone Company, to the extent that such services are or can be made available
with reasonable effort, and after provision has been made for the Telephone Company’s
telephone exchange services, will provide to the IC upon reasonable notice services offered in
other applicable sections of this tariff at rates and charges specified therein.”

ISSUES: MCI contends that this section would create an unreasonable preference for local
exchange service and exchange carriers over loca! access serviee and ICs.

DISCUSSION: At this time, we have no reason to believe that provisioning for the telephone
exchange services will interfere with the exchange carriers’ ability to provide adequate
interstate access service nor have commenters specified any circumstances under which this
provision would result in unreasonable discrimination against ICs. We are not persuaded,
therefore, that this provision should be eliminated or revised.

SUBJECT: General Regulations—Undertaking of the Telephone Company—Installation and
Termination of Services

ECA TARIFF REFERENCE: Section 2.1.5
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

* These tariffs were filed subsequent to settlement agreements reached under CC Docket
No. 20099, Facilities for Use by Other Common Carriers, 52 FCC 2d 727 (1975).
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TARIFF LANGUAGE:

“The services provided under this tariff (A) will include any entrance cable or drop wiring
and wire or intrabuilding network cable to that point where provision is made for termination
of the Telephone Company’s outside distribution network facilities at a location of minimum
penetration inside of the IC terminal location or End User premises and (B) will be installed by
the Telephone Company to such point of termination. This point of termination is defined as
the Point of Interface at the IC terminal location and the Network Interface at the End User
premises. Wire, required to extend the location of the interface from one location to another
location within a building in order to extend Access Service facilities to the IC’s or End User's
premises equipment, will be provided, at the IC’s or End User’s request, on a time sensitive
charge basis. The labor rates for the installation of such wires are the same as those set forth
in 13.2.6(C) following for Other Labor.”

ISSUES: Western Union contends that this provision is unreasonably restrictive insofar as it
limits interconnection between the telco and the IC solely to the IC’s premises.

DISCUSSION: We are concerned that this provision is ambiguous and uses unnecessary and
confusing terminology. The section provides for the installation of cable or wire to a “point of
termination.” The section then defines that point of termination as the “Point of Interface at
the IC terminal location and the Network Interface at the End User premises.” Although it is
unclear what is meant by these various terms, this section appears to restrict interconnection
to these locations, without any justification. Further, no justification has been provided for
differentiating between IC’s and end users in this context. Therefore, we are directing that
reference to “IC terminal location” and “end user premises” be consolidated here and
throughout the tariff into the single term “premises.” Similarly, “Point of Interface” and
“Network Interface” should be consolidated into the single term “‘Point of Termination.” See
tnfra, the definitions for these new terms, Section 2.6.

This section also indicates that the telco’s facilities will terminate at “a location of
minimum penetration” inside the customer’s premises. Section 68.215 of our Rules and the
outcome of CC Docket 81-216 may have some bearing on this matter. Therefore, the term
“suitable location” should be used in this provision for the present.

Accordingly, Section 2.1.5 must be modified to read as follows:

“The services provided under this tariff (A} will inclade any entrance cable or drop wiring
and wire or intrabuilding cable to that point where provision is made for termination of the
Telephone Company’s outside distribution network facilities at a suitable location inside a
customer-designated premises and (B) will be installed by the Telephone Company to such
Point of Termination. Wire required within a building to extend Access Service facilities will
be provided, at the Customer’s request, on a time sensitive charge basis. The labor rates for
the installation of such wire are the same as those set forth in 13.2.6(C) following for Other
Labor.”

SUBJECT: General Regulations—Undertaking.of the Telephone Company—Maintenance of
Services

ECA TARIFF REFERENCE: Section 2.1.6
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The services provided under this tariff shall be maintained by the Telephone Company.
The IC or others may not rearrange, move, disconnect, remove or attempt to repair any
facilities provided .by the Telephone Company except with the written consent of the
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Telephone Company. The IC shall maintain all facilities provided by it. The Telephone
Company shall not be responsible to End Users for end-to-end service of which the services
provided under this tarff are part.”

DISCUSSION: This provision states generally that only the telco may connect, disconnect,
rearrange, etc., any telco provided facilities. This provision should be rewritten to recognize
that customers must be able to connect to the interface. Thus, the second sentence should
read “The IC or others may not rearrange, move, disconnect, remove or attempt to repair any
facilities provided by the Telephone Company, other than by connection or diseconnection to
any interface means used, except with the written consent of the Telephone Company.”

The last two sentences purport to assign maintenance responsibility to the IC for its own
facilities, and limit the telco’s responsibility for services it does not provide. Such limitation is
already provided for in Section 2.1.3(B), which states that no carrier providing a portion of a
service shall be liable for any act or omission of any other carrier providing a portion of that
service. Thus, the last two sentences of Section 2.1.6 are unnecessary and must be deleted.

SUBJECT: General Regulations—Undertaking of the Telephone Company—Changes and
Substitutions

ECA TARIFF REFERENCE: Section 2.1.7
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The Telephone Company may, where such action is reasonably required in the operation
of its business, (A) substitute, change or rearrange any facilities used in providing service
under this tariff, including but not limited to, (1) substitution of different metallic facilities, (2)
substitution of carrier or derived facilities for metallic facilities used to provide other than
metallic facilities and (3) substitution of metallic facilities for carrier or derived facilities used
to provide other than metallic facilities, (B) change minimum protection criteria, (C) change
operating or maintenance characteristics of facilities or (D) change operations or procedures
of the Telephone Company. In case of any such substitution, change or rearrangement, the
transmission parameters will be within® the range as set forth in 6. and 7. following. The
Telephone Company shall not be responsible if any such substitution, change or rearrange-
ment renders any IC furnished services obsolete or requires modification or alternation
thereof or otherwise affects their use or performance. If such substitution, change or
rearrangement materially affects the operating characteristics of the facility, the IC will be
given adequate notice in writing. Reasonable time will be allowed for any design and
implementation required by the change in operating characteristics.”

ISSUES: Commenters urge that language regarding notification to ICs in 2.1.7 is unreason-
ably vague. (AT&T, ACS). AT&T urges that notice, should be defined; ACS proposes one
year's notice. The BOCs/CSO reply states that the provision is reasonable and a specific
notice period is not practical because of the diverse nature of these types of changes.

DISCUSSION: This provision overlaps with existing provisions in Part 68 of our Rules for
changes and substitutions of teleo facilities and equipment which affect customer interconnec-
tion subject to Part 68. It is unnecessary and confusing to have these two separate sets of
provisions. This provision should clarify that Section 2.1.7 complements existing regulations
in Part 68.110(b) of our Rules. Accordingly, the following language must be inserted before
the section: “Except as provided for equipment and systems subject to FCC Part 68
regulations at 47 C.F.R, § 68.110(b), ...."
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Commenters are concerned that the Janguage in this section is unreasonably vague for an
IC's purposes, and some urge that specific notice periods should be established. We agree that
for IC's the undefined provision of “adequate notice” does appear somewhat vague. We
recognize that ICs must have sufficient time to be able to plan for telco changes which affect
their operations; however, telcos must also be allowed to make reasonable changes on
reasonable advance notice. We excepl that cooperative procedures will be developed to
supplement this section, perhaps establishing definite notice periods for certain of the
changes. Moreover, since the proposed section provides for “reasonable” notification, we
intend o examine specific problems as they arise on a case by case basis until workable
cooperative arrangements can be devised.

SUBJECT General Regulations—Discontinuance and Refusal of Services
FCA TARIFF REFERENCE: Sections 2.1.8(A) and (B)

OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs, ¢f., South-
western Bell §§ 2.1.6(A) and (B).

TARIFF LANGUAGE:
2.1.8 Refusal and Discontinuance of Service
(Original)

{(A) Unless the provisions of 2.2.2 (B) following apply, if the IC or End User fails to comply
with the provisions of this tariff, including any payments to be made by it on the dates and
times herein specified, the Telephone Company may, on ten (10) days written notice of
noncompliance, refuse additional applications for service and/or refuse to complete any
pending orders for service at any time thereafter. If the Telephone Company does not refuse
additional applications for service on the date specified in the ten (10) days notice, and the IC’s
or End User’s moncompliance continues, nothing contained herein shall preclude the
Telephone Company’s right to refuse additional applications for service without further
notice.

(B) Unless the provisions of 2.2.2 (B) following apply, if the IC or End User fails to comply
with the provisions of this tariff, including any payments to be made by it on the dates and
time herein specified, the Telephone Company may, on a twenty (20) days written notice,
discontinue the provision of the services involved at any time thereafter. In the case of such
discontinuance, all applicable charges, including termination charges, shall become due. If the
Telephone Company does not discontinue the provision of the services involved on the date
specified in the twenty (20) day notice, and the IC’s or End User’s noncompliance continues,
nothing contained herein shall preclude the Telephone Company’s right to discontinue the
provision of the services involved without further notice.

(CSO Proposed Modification)

{(A) Unless the provisions of 2.2.2(B) or 2.5 following apply, if the IC or End User fails to
comply with 2.1.6 preceding or 2.2.1, 2.2.3, 2.3.5, or 2.3.7 following or other significant
provisions of this tariff, including, but not limited to, any payments to be made by it on the
dates and times herein specified, any required information or written agreements necessary
for the provision of service, and failure to comply with ordering or minimum quantity
requirements, the Telephone Company may, on thirty (30) days written notice to the person
designated by the IC to receive such notices of noncompliance, refuse additional applications
for service and/or refuse to complete any pending orders for service at any time thereafter. If
the Telephone Company does not refuse additional applications for service on the date
specified in the thirty (30) day notice, and the IC’s or End User’s noncompliance continues,
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nothing eontained herein shall preclude the Telephone Company’s right to refuse additional
applications for service without further notice.

(B) Unless the provisions of 2.2.2(B) or 2.5 following apply, if the IC or End User fails to
comply with 2.1.6 preceding or 22,1, 2.2.3, 2.3.5 or 2.3.7 following or other significant
provisions of this tariff, including, but not limited to, any payments to be made by it on the
dates and times herein specified, any required information or written agreements necessary
for the provision of service, the Telephone Company may, on a thirty (30) days written notice,
to the person designated by the IC to receive such notices, discontinue the provision of the
services involved at any time thereafter. In the case of such discontinuance, all applicable
charges, including termination charges, shall become due. If the Telephone Company does not
discontinue the provision of the services involved on the date specified in the thirty (30) days
notice, and the IC's or End User’s noncompliance continues, nothing contained herein shall
preclude the Telephone Company’s right to discontinue the provision of the services involved
without further notice.

ISSUES: MCI urges that these provisions for refusal and discontinuance are unreasonably
broad, particularly given the potential for unintentional violation of one of the massive
number of tariff provisions. Further, MCI contends that this section is unreasonably vague in
that it could be interpreted as permitting refusal or discontinuance of an IC’s service due to an
end user’s noncompliance, and vice versa.

DISCUSSION: Section 2.1.8(A) appears to allow the telco on ten days’ written notice, to
refuse additional (or pending) orders for service if the IC or end user fails to comply with any
“sigmificant” provision of the tariff. Further, if the telco does not so refuse, and the
noncompliance continues, it may refuse additional applications without further notice.
Similarly, Section 2.1.8(B) provides that upon 20 days’ written notice, the telco may
discontinue service to an IC or end user for any violation of the tariff.

As written these provisions could impose significant sanctions on ICs or end users for what
might be quite insignificant violations of the tariff. We believe these provisions are so vague
as to be unreasonable. The BOCs/CSO have proposed modifications to these sections which
partially address our concerns, but further modifications are needed. The BOCs/CSO
modifications make the following basic changes: they (1) add Section 2.5 provisions to the
exemptions from this seetion; (2) list certain specific provisions which among others, will
trigger refusal or discontinuance; and (3) provide for 30 days’ written notice of noncompliance
to a person designated by the IC, rather than 10 days for refusal, and 20 days for
discontinuance, to an unspecified person. The BOCs/CSO suggest that the extended period
provides reasonable time for ICs to convey their concerns to the telco, rendering unnecessary
MCI's suggestion that a grievance process be established to resolve disputes.

We have some remaining concerns and comments regarding the proposed modifications. First,
the modification merely cites some examples of what provisions are, among others, considered
“significant.” Thus, the modification, like the original language, fails to provide ICs adequate
notice of when these provisions will be invoked. As MCI points out, comparable provisions of
the ENFIA tariffs (BSOC Tariffs F.C.C. Nos. 8 and 9) provide for discontinuance only for
violations of certain identified tariff provisions. We conclude that this provision for refusal
and discontinuance must specifically identify each provision which is sufficiently significant
to trigger this section. This list should consist only of major tariff provisions.

Second, as MCI has noted, the original provision was written in a manner that could be
interpreted to permit discontinuance of an IC’s service when the end user fails to comply with
a provision, and discontinuance of an end user’s service when an IC fails to comply with a
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provision. Such results would be unreasonable. Sections 2.18(A) and (B) must be modified to
clarify that ICs and end users are each responsible for their own violations.

Third, MCI has urged that notice in this section be provided by certified mail to a person
designated by the IC. The BOCS/CSO have proposed in their reply that written notice will be
delivered to a person designated by the IC; however, it believes certified mail is unnecessary.
We disagree with this latter point and see no reason for failure to include this common
business practice for providing verifiable notification. Therefore, the provision should include
a requirement for certified mailing of all notification of refusal and/or discontinuance under
this section.

Fourth, this provision refers in subsection (B) to certain “termination charges” which will
become due if the teleo discontinues service urder this section. As discussed in Section
2.4.1(A), infra, we find this charge vague and unsupported. Accordingly, “termination
charges” must be defined and supported, or eliminated from the tariff,

Finally, the reference to Section 2.5 in the proposal must be changed to correspond with the
changes we have mandated in that section, infra.

The proposed modifications to Section 2.4.1(A) and (B) must be corrected according to the
foregoing discussion.

SUBJECT: General Regulations—Quotation Charge
ECA TARIFF REFERENCE Section 2.1.9
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

‘“Except as set forth in 10.7 following, a nonrecurring charge (USOC QPA) for the
preparation of a quotation applies whenever an IC requests an estimate of rates and charges
for any service for which the rates and charges are determined on an individual case basis
prior to placing an order for service. The charge includes the costs associated with the
development and preparation of the quotation. A bill for the quotation preparation will be
rendered. The quotation is valid for 90 days and will identify all estimated costs associated
with the provision of the facilities needed to satisfy the IC's service requirements. Within this
90 day period, if the IC orders the service as quoted and service is subsequently provided, the
Quotation Charge will be credited to the IC's account. If the IC cancels the request for a
quotation prior to its completion, the IC will be billed for the costs incurred, for quotation
preparation, through the cancellation date.”

ISSUES: AT&T contends that this provision must distinguish between “order of magnitude”
quotes and firm quotes. Further, AT&T argues that a 90 day interval for order of magnitude
quotes is unduly restrictive. See also, Section 10.7, infra.

DISCUSSION: AT&T has indicated in its comments that it has historically provided certain
quotes (which it identifies as “order of magnitude” quotes) free of charge, while it has
charged for “firm” quotes. AT&T suggests that this practice should be continued and that
charges should only be imposed for firm quotes, and only where substantial effort is involved.
In reply, the BOCs/CSO argue that any quote takes time and effort, and that AT&T’s
suggestion would open the door to potential discrimination.
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This provision has significant vagueness and ambiguity problems. It purports to establish a
quotation preparation charge, but fails either to define or to justify adequately such a charge.
The application of a quotation charge to any particular customer would be subject to the
unfettered discretion of the teleo.-For government requests, the telco would be free not to
apply any quotation charge, and thus, would shift any costs to general revenue requirements.
Similarly, where the telco does not apply separate charges for quotations and the customer
declines to obtain the service, the telco would also be unable to recover directly any costs
associated with preparing the quotations, e.g., Pacific Telephone's tariff for the Summer
Olympics and the Democratic National Convention. In these instances, such costs would also
be shifted into the general revenue requirements. Moreover, in cases involving development
of new offerings for one or more specific customers, this proposed tariff provision would
allow telcos to include those costs in its general revenue requirement by averaging them
under developmental expenses.

Accordingly, since these charges are both unclear and unsupported we conclude that the
proposed provision must be deleted from the tariffs. The telcos may file a provision for
quotation preparation charges in their 1985 access tariffs, but the filing should resolve the
substantial concerns we have identified here.

SUBJECT: General Regulations—Undertaking of the Telephone Company—Limitation of
Use of Metallic Facilities

ECA TARIFF REFERENCE: Section 2.1.10
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“Except for ground start, duplex (DX} and MecCulloch-Loop (Alarm System) type
signaling, metallic facilities shall not be used for ground return or split pair operation. Signals
applied to the metallic facility shall be voice or sub-voice and shall conform to the limitations
set forth in 2.5.10 following. . . .”

ISSUES: Commenters contend that limitations, on the use of metallic facilities are
unreasonably restrictive. (AT&T, MCI). WU contends that this provision violates its
contractual rights obtained as a result of a Memorandum of Understanding dated December
14, 1979, among AT&T, WU and various international record carriers (IRCs). In reply, the
BOCs/CSO propose to delete the second sentence to remove the restriction to voice and sub-
voice signals.

DISCUSSION: This section seeks to impese restrictions regarding the signals that may be
transmitted and the electronics that may be used with metallic facilities. MCI has urged that
the limitation of transmitting only voice and sub-voice signals is unduly restrictive and should
be eliminated. In their proposed modifications filed December 22, 1983, the BOCs/CSO
proposed to delete the voice/sub-voice limitation in response to MCI's concerns. Those
changes may be filed in revised tariffs filed in response to this order.

AT&T’s concern for this section, however, is broader. Like MCI, it argues that customers
should be allowed to transmit any type of signal within the technieal limitations set forth in §
2.5.10. AT&T further contends that the customers should be permitted to control the
electronies that operate with the metallic facility, in the interest of encouraging technological
advancement in this area. This section must conform to our longstanding policies prohibiting
any unjustified tariff restrictions on customer use of facilities. (See, Carterfone, 13 FCC 2d
420, recon., 14 FCC 2d 571 (1968).)
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WU contends that this provision violates a Memorandum of Understanding among AT&T,
WU and various other IRCs, regarding the electronics used which allows leop signaling on
wire-pair facilities and allows continuation of ground return and split pair operation on inplace
service until October 31, 1985. To the extent that this provision is inconsistent with existing
contractual obligations, it is clearly unlawful, (see, MCI Telecommunications Corp. v. F.C.C.,
665 F.2d 1300 (D.C. Cir. 1981)) and must be deleted from the tanffs.

SUBJECT: General Regulations—Undertaking of the Telephone Company—Notification of
Service-Affecting Activities

ECA TARIFF REFERENCES: Section 2.1.11
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The Telephone Company intends to provide the IC timely notification of service-affecting
activities.”
ISSUES: Commenters urge that language regarding notification to ICs in 2.1.11 is
unreasonably vague. (ACS, AT&T). AT&T urges that notice should be defined; ACS proposes
one year's notice. The BOCs/CSO reply states that the provision is reasonable and a specific
notice period is not practical because of the diverse nature of these activities.

DISCUSSION: Section 2.1.11 appears te provide a general notification provision for all
service-affecting activities. Section 2.1.7, however, already provides for certain notification
requirements. The relationship between these two sections must be clarified.-Further, vague
language such as -“intends to provide” must be clarified.

SUBJECT: General Regulations—Undertaking of the Telephone Company—Provision and
Ownership of Telephone Numbers

ECA TARIFF REFERENCE: Section 2.1.13
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The IC and the End User have no property rights to telephone number assignments or
any other call number designations associated with Access Services. The Telephone Company
reserves the right to assign, designate or change such numbers, or the Telephone Company
serving central office prefixes associated with such numbers, when reasonably necessary in
the conduct of its business.”

ISSUES: The commenters urge that the ICs will have made substantial investments in
customer awareness of their telephone numbers, and that it would be unreasonable to allow
the telephone company unilateral authority to make these changes. (MCI, WU).

DISCUSSION: We find this provision so broad and vague that it would accord the telco
unrestricted discretion to change its customers’ number assignments. Customers may have
significant financial interests in the stability of these assignments. In particular, “access
codes’ represent the basic “business address” of 1Cs. We also find that the first sentence of
this provision, which provides that customers have ne “property rights” in these number
assignments is gratuitous. For these reasons we find that the entire provision must be
deleted. If the local telcos wish to file a provision reserving a reasonable right to change
number assignments in their revised tariff filings, they should include a provision for
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reasonable advance notice in writing to the customer, and that such notice will be
accompanied by an explanation of the reasons for such changes.

SUBJECT: General Regulations—Use—Purpose
ECA TARIFF REFERENCE: Section 2.2.1(A)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

*(A) Services provided under this tariff shall be used by the IC for its own use or in
furnishing its authorized interstate services to End Users and for operational purposes
directly related to the furnishing of the 1C’s authorized services. Operational purposes include
testing and maintenance of circuits, demonstration and experimental services and spare
services. Telephone Exchange Services required by the IC for its administrative use are
furnished under other applicable tariffs of the Telephone Company.”

ISSUES: MCI contends that the use restrictions in Section 2.2.1(A) are unlawful. It further
argues that the use of the term “authorized” creates an ambiguity in the tariff by duplicating
the tariff’s prohibitions against unlawful use in Seetion 2.2.3. TNI argues that the last
sentence in this section is unreasonably vague. The BOCs/CSO reply contends that the
standard cited by MCI applies to equipment, not services, that an IC cannot routinely
introduce new services without advance warning or examination, and that the section is
similar to that in the current OCC Facilities Tariffs.

DISCUSSION: This subsection seeks to define the customer’s use of the services obtained
under this tariff. The first apparent limitation is that the 1C’s interstate services must be
“authorized.” The second apparent limitation is that only use for operational purposes directly
related to an interexchange carrier’s services to end users falls under this tariff while
“administrative uses” fall “under other applicable tariffs.” We believe these two limitations
are not only unclear but, more importantly, are improper. As MCI points out, the Commission
has made clear its general policy that customers may use a common carrier’s services or
facilities as they choose as long as the use (1) is lawful, (2) will not harm the network and (3) is
not otherwise publicly detrimental.

Contrary to the position of the BOCs/CSO reply, the same principle applies to restrictions
on use of services as well as to connection of equipment. See, e.g., Resale and Shared Use
Decision, 60 FCC 2d 261 (1976), recon., 62 FCC 2d 588 (1977), a/f'd sub nom., AT&T v. FCC,
572 F2d 17 (2d Cir. 1977), cert. denied, 439 U.S. 875 (1978). In the present case no public harm
appears or is urged that would justify the proposed use restrictions. The existing language in
the OCC Facilities Tariffs also predates our decisions promoting full competition in the MTS/
WATS market and appears to reflect market divisions which are now obsolete and unlawful.
Thus, the proposed limitations must be deleted from this provision. Further, the only provision
remaining in this section after this correction (i.e., the last sentence) is either self-evident (if
intended to permit ICs to obtain exchange service) or incorrect (if intended to require that 1Cs
may not use service obtained under the access tariff for administrative uses). For these
reasons, we conclude that Section 2.2.1(A) should be deleted.

SUBJECT: General Regulations—Use—Purpose
ECA TARIFF REFERENCE: Section 2.2.1(B)

OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.
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TARIFF LANGUAGE:

“(B) Where facility conditions permit, the IC may use the entire transmission capability
of a service provided under this tariff as a single channel or create additional
communication channels within or below the voice frequency band, except that the IC
may not create additional communication channels from video cable facilities or audio
facilities other than diplexing associated audio signals on the video cable facility. The
Telephone Company does not warrant that its facilities and services meet standards other
than those set forth in this tariff.”

ISSUES: Commenters contend that the limitation on creation of additional channels from
video cable or audio facilities is unreasonable. (MCI, WU). MCI also asserts that the phrase
“where facility conditions permit” is ambiguous in violation of section 61.55(f) of our Rules.

DISCUSSION: This section allows multiplexing within or below the voice frequency band, but
prohibits multiplexing of video cable or audio facilities. As in Section 2.2.1(A), we believe the
restrictions in this subsection are inconsistent with clearly articulated Commission policies on
restricted use of facilities. As long as the IC’s use of the facilities is lawful, does not harm the
network or is not otherwise publicly detrimental (and such does not appear to be the case here)
this restriction is unreasonabie. Accordingly, the first sentence in Section 2.2.1(B) must be
deleted. The second sentence, which clarifies that the telco does not warrant that its facilities
and services meet standards other than those established in the tariff, appears unnecessary,
but if it is to be included in the tariff should appear as a new subsection under Section 2.1,
which provides generally for the telco’s responsibilities.

SUBJECT: General Regulations—Use—Interference or Impairment
ECA TARIFF REFERENCE: Section 2.2.2(B)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(B) If such characteristics or methods of operation are not in accordance with (A)
preceding, the Telephone Company will, where practicable, notify the IC or End User that
temporary discontinuance of the use of a service may be required; however, where prior
notice is not practicable, nothing contained herein shall be deemed to preclude the Telephone
Company’s right to temporarily discontinue forthwith the use of a service if such action is
reasonable under the circumstances. In case of such temporary discontinuance, the IC or End
User will be promptly netified and afforded the opportunity to correct the condition which
gave rise to the temporary discontinuance. During such period of temporary discontinuance,
credit allowance for service interruptions as set forth in 2.4.4 following is not applicable.”

ISSUES: MCI contends that the provision is unreasonably vague.

DISCUSSION: This provision overlaps with existing provisions for handling harm to the telco
network in Section 68.108 of our Rules. It is unnecessary and confusing to have two separate
provisions for handling harm to the network from equipment subject to Part 68. This
provision should clarify that Section 2.2.2(B) complements existing regulations in Part 68.108.
Thus, Section 2.2.2(B) must begin “(B) Except as provided for equipment or systems subject to
the FCC Part 68 rules in 47 C.F.R. § 68.108, . . . .”

SUBJECT: General Regulations—Obligations of the IC—Damages
ECA TARIFF REFERENCE: Section 23.1
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OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The IC shall reimburse the Telephone Company for damages to Telephone Company
facilities utilized to provide services under this tariff caused by the negligence or willful act of
the IC or an End User while using the services of the IC, or resulting from improper use of the
Telephone Company facilities, or due to malfunction of any facilities or equipment provided by
other than the Telephone Company. The Telephone Company will, upon reimbursement for
damages, cooperate with the IC in prosecuting a claim against the person causing such
damage and the IC shall be subrogated to the right of recovery by the Telephone Company for
the damages to the extent of such payment.”

ISSUES: MCI asserts that this provision is unreasonable in its application, in that it would, in
certain instances, make the IC responsible for the acts of its end user customers.

DISCUSSION: This section would require the IC to reimburse the teleo for damage to telco
facilities caused by the negligence or willful act of the IC or end user. In the context of
switched access service, in which the end user is a customer of both the IC and the telco, this
provision appears to hold the IC liable for acts of persons over which it has no more control
than the telco. The BOCs/CSO reply urges that whatever legal bond exists in these situations
exists between the IC and its end user, and not between the telco and the IC’s end users. The
reply suggests that the IC could protect itself with similar provisions.

We are not persuaded that the IC will have any greater legal bond with its end user than
the telco, at least in the case of switched access service. Indeed, the telephone company-end
user bond may be stronger since end users ordinarily will have little choice but to do business
with the local telco. Thus, we find it unreasonable to hold an IC liable for its end user’s acts or
omissions. Therefore, the references to IC reimbursement for negligent and willful actions of
end users must be deleted from Section 2.3.1.

SUBJECT: General Regulations—Obligations of the IC—Ownership of Facilities and Theft
ECA TARIFF REFERENCE: Section 2.3.2
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“Facilities utilized by the Telephone Company to provide service under the provisions of
this tariff shall remain the property of the Telephone Company. Such facilities shall be
returned to the Telephone Company by the IC or End User, whenever requested, within a
reasonable period following the request in as good condition as reasonable wear will permit.

The IC shall reimburse the Telephone Company for any loss through theft of facilities
utilized to provide services under this tariff at the IC terminal location or End User premises.”

ISSUES: MCI argues that the provision unreasonably requires the IC to be responsible for
theft at the end users’ premises.

DISCUSSION: This section provides generally that teleo facilities shall remain telco property
and must be returned upon request. The provision would also require the IC to reimburse the
telco for any theft of such facilities either at the “IC terminal location” or “end user
premises.” The BOCs/CSO assert here, as in Section 2.3.1, supra, that the “legal bond”
between an IC and its end users warrants this result. We disagree. It would appear, rather,
that the telephone company, whose lines connect with these end user facilities, wil! ordinarily
have an equally close or even greater relationship to the end user. The IC has no control over
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these end user facilities; there is no reason why it should be responsible for their theft *. Thus,
the last sentence of this provision must be stricken from the tariff.

SUBJECT: General Regulations—Obligations of the IC—Equipment Space and Power
ECA TARIFF REFERENCE: Section 2.3.3
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The IC shall furnish or arrange to have furnished to the Telephone Company, at no
charge, equipment space and electrical power required by the Telephone Company to provide
services under this tariff at the points of termination of such services. The selection of ac or dc
power shall be mutually agreed to by the IC and the Telephone Company. The IC shall also
make necessary arrangements in order that the Telephone Company will have access to such
spaces at reasonable times for installing, testing, inspecting, repairing or removing Telephone
Company services. Equipment space and power furnished or arranged to be furnished by the
IC shall not be used in the provision of service to any other IC or End User.”

ISSUES: Commenters contend that this provision unreasonably restricts provision, installa-
tion, repair, etc., of access service terminating equipment to the telco. (MCI, WU). MCI
continues that this access “customers premises equipment” was de-tariffed under our
Computer II decision. MCI further argues that prohibition against using the designated
space and power in providing service to others is unreasonable.

DISCUSSION: This section requires ICs to provide space and power free of charge for telco
equipment at the point of termination. It further requires the IC to make arrangements to
allow the telco reasonable access to such space for installation, repair, etc. ICs are also
prohibited from using this space or power in providing service to another IC or end user.

Commenters contend that this provision assumes that the telco will in each case place its
equipment on the IC’s premises. MCI argues that to the extent that this equipment is located
on the customer’s premises, the equipment is not part of a common carrier service under our
Computer 1l decision® and may be provided by the IC, the telco or others on a non-tariffed
basis. While our Computer II decision de-tariffed customer premises equipment, we do not
believe that the provision is in conflict with that action. This provision is limited to equipment
and space required by the telco to provide “services under this tariff.” Since customer
premises equipment is not provided under tariff as a result of our Computer II decision, we
believe that the provision cannot be read to limit a customer’s provision of customer premises
equipment.

We are concerned, however, about the requirement in this provision that customers must
make necessary arrangements for inspections by the telco. We believe that such broad
provisions may be unreasonable and anticompetitive. Thus, the word “inspecting” should be
deleted from the list in the third sentence of this section.

Finally, the last sentence of this section appears to be an unjustified restriction on a
customer’s provision of equipment space and power. This final sentence should, therefore,
also be deleted.

SUBJECT: General Regulations—Obligations of the IC—Additional Facilities and Protective
Apparatus

* See, Amendment of Section 64.702 (Second Computer Inquiry) 77 FCC 2d 384 (1980)
(Final Decision), recon., 84 FCC 2d 50 (1980), further recon., 88 FCC 2d 512 (1981), aff'd
sub nom., CCIA v. FCC, 693 F.2d 198 (D.C. Cir. 1982), cert. denied, US.  (1983).
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ECA TARIFF REFERENCE: Section 2.3.4
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The IC shall bear the cost, if any, of such additional facilities or protective apparatus

which, according to accepted telecommunications industry standards, are required to be
installed because of the particular use or hazardous location of the services provided under
this tariff. Rates and/or charges, if applicable, will be developed on an individual case basis
and filed in 12. following.
DISCUSSION: We find this provision vague and ambiguous, particularly in its use of the
meaningless phrases “accepted telecommunications industry standards” and “particular
use.” Moreover, we believe that it is unnecessary to state that a customer must bear the costs
of the facilities that the customer must furnish under the tariff. For these reasons, we find
that this provision should be deleted.

SUBJECT: General Regulations—Obligations of the IC—Inspection of Facilities and Protec-
tive Apparatus

ECA TARIFF REFERENCE: Section 2.3.5
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

*The IC and End User shall allow the Telephone Company to inspect at reasonable times
any facilities or equipment provided by other than the Telephone Company required in
accordance with 2.3.4 preceding and 2.5 following which are associated with the services
provided under this tariff to determine if such installation complies with such Telephone
Company requirements.”

ISSUES: RCA contends that this inspection provision is unreasonable.

DISCUSSION: This section would establish requirements that ICs and end users allow the
teleo to inspect non-telco facilities and protective apparatus required under the two specified
tariff sections to assure proper installation. We believe that this inspection provision is clearly
overbroad and unreasonable, particularly as applied to end users. Moreover, as RCA points
out, such an inspection requirement could force ICs to disclose potentially competitively
sensitive information to the telco. For these reasons, this provision must be deleted.

SUBJECT: General Regulations—Obligations of the IC—Design of IC Services
ECA TARIFF REFERENCE: Section 2.3.8
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“Subject to the provisions of 2.1.7 preceding, the IC shall be solely responsible, at its own
expense, for the overall design of its services and for any redesigning or rearrangement of its
services which may be required because of changes in facilities, operations or procedures of
the Telephone Company, minimum protection criteria or operating or maintenance character-
istics of the facilities.”
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DISCUSSION: This section holds the IC responsible for redesign costs necessitated by
certain teleo changes. In accordance with the clarified definitions of customers, ICs and end
users, see tnfra, Section 2.6, this section must be modified to hold both ICs and end users
responsible for their respective costs. There is no reasonable justification for restricting such
costs solely to the ICs.

SUBJECT: General Regulations—Obligations of the IC—Contacts with 1C Customers (End
Users)

ECA TARIFF REFERENCE: Section 2.3.10
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

*“The IC shall be responsible for all contacts and arrangements with End Users concerning
the provision and maintenance of, and the billing and collecting of charges for, the IC's
services to End Users, except as set forth in 4, 8, 9 and 13 following, for End User Access
service, Billing Service, Directory Assistance Service and Presubscription, respectively.”
DISCUSSION: We find this provision unreasonably broad and ambiguous. It is unclear what
is meant by “all contacts and arrangements.” We further conclude that the provision is
unnecessary. Therefore, the provision must be deleted.

SUBJECT: General Regulations—Obligations of the IC—Claims and Demands for Damages
ECA TARIFF REFERENCE: Section 2.3.11(C)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

*(C) The IC shall defend, indemnify and save harmless the Telephone Company from and
against any suits, claims, losses or damages, including punitive damages, attorney fees and
court costs by the IC or third persons arising out of the Telephone Company provision of
Billing Analysis Service or any other service under this tariff at the request of the IC,
including, but not limited to claims for libel, slander, invasion of privacy, conversion and
trespass.”

ISSUES: MCI contends that this provision is unreasonable because the IC has no control over
the telco’s acts in providing billing analysis, and the telco should bear any liability for such
acts.

DISCUSSION: The BOCs/CSO have responded in their comments that the Billing Analysis
Service is an expensive venture due to potential litigation costs. They argue that Section
2.3.11(C) is necessary to assure that exchange service customers do not bear these costs.

We see no reason why the telco should not bear the costs of the services it provides, nor
why it should be able to shift Lability to the IC simply because that lability might be
expensive. Liability should follow responsibility. The provision should be deleted.

SUBJECT: General Regulations—Obligations of the IC—Notification of Service-Affecting
Activities

ECA TARIFF REFERENCE: Section 2.3.12

OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.
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TARIFF LANGUAGE:

“The IC shall provide the Telephone Company timely notification of the following: planned
or unplanned outages of IC facilities which will affect the Telephone Company’s capability to
provide adequate service for anticipated traffic volumes; facility failures within the IC
network which will adversely impaet upon the Telephone Company’s capability to provide
adequate service for anticipated traffic volumes; and, IC marketing activities designed to
generate rapid or short-term increases in anticipated traffic volumes. This timely notification
will enable the Telephone Company to administer its network as set forth in 6.5.1. following.”

ISSUES: Commenters argue that notice of IC marketing activities is unreasonable and
anticompetitive. {MCI, RCA). MCI also contends that notice of unplanned outages is
impossible and, thus, unreasonable, The BOCs/CSO in their proposed medifications would
delete the word “marketing.”

DISCUSSION: This section would require the IC to provide “‘timely notification” of IC facility
outages and failures and IC marketing activities designed to generate volume increases.

We are concerned that this provision is vague and overbroad. It applies vague standards,
requiring notice when outages will “affect” or failure will “adversely impact” telco services.
Under this language even the most minor change in a customer’s usage pattern could be
viewed as having an “effect” or “impact” on the network.

The provision would infringe on customers’ operations without justification. No harm to
the network has been shown to warrant these various notification requirements. We agree
with MCI that notifieation of 1C marketing activities appears particularly unreasonable. Since
there is no attempt to quantify the types of marketing activities which would trigger
notification, this provision could be viewed as requiring unnecessary advance disclosure of
marketing activities on the part of ICs. As a practical matter we expect that carriers will work
together to preserve the flow of service and, thus, will cooperate in providing the necessary
notification without tariff language. Accordingly, we conclude that this provision should be
deleted.

SUBJECT: General Regulations—Obligations of the IC—Jurisdictional Report Requirements
ECA TARIFF REFERENCE: Section 2.3.14(A) and (B)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(A) Jurisdictional Reports

(1) When the IC orders service for both interstate and intrastate use, the projected
interstate percentage of use and intrastate percentage of use must be provided in whole
numbers to the Telephone Company. These whole number percentages will be used by the
Telephone Company to apportion the use and/or charges between interstate and intrastate
until a revised report is received as set forth in (2) following.

(2) Effective on the first of January, April, July and October of each year the IC shall
update the interstate and intrastate jurisdictional report. The IC shall forward to the
Telephone Company, to be received no later than 15 days after the first of each month, a
revised report showing the interstate and intrastate percentage of use for the past three
months ending the last day of December, March, June and September, respectively, for each
service arranged for interstate and intrastate use. The revised report will serve as the basis
for the next three months billing and will be effective on the bill date for that service. No
prorating or back billing will be done based on the report. If the IC does not supply the
reports, the Telephone Company will assume the percentages to be the same as those
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provided in the last quarterly report. For those cases in which a quarterly report has never
been received from the IC, the Telephone Company will assume the percentages to be the
same as those provided in the order for service as set forth in (1) preceding.

(B) Maintenance of IC Records

The IC shall maintain and retain for a minimum for one year, complete, detailed and
accurate records, workpapers and backup documentation in form and substance to evidence
the percentage data provided to the Telephone Company as set forth in (A) (1) and (2)
preceding. All of the records, workpapers and backup documentation shall be made available
during normal business hours, at the location named in the report, upon reasonable request by
the Telephone Company in order to permit a review by the Telephone Company auditor or
outside auditor under contract to the Telephone Company or an auditor of a federal or state
regulatory commission. If the records, workpapers and backup documentation are not
provided or are insufficient or not in accordance with the provisions of this paragraph, the
percentages of interstate and intrastate service will be assumed by the Telephone Company to
be the same as indicated in the last report received until the deficiencies are corrected and new
reports, as required herein, are provided to the Telephone Company.”

ISSUES: Commenters are concerned that Section 2.3.14(A) would impose unreasonable
administrative burdens on ICs. (AT&T, SBS). Some contend that it will be impossible to
comply with certain requirements and that they are, therefore, meaningless. (AT&T, WU).
AT&T further suggests that the forecasting methodology in subsection (A) conflicts with the
separations process, where usage is determined on a sampled basis. The BOCs/CSO have
responded that the exchange carriers will examine the feasibility of sampling. MCI contends
that this section unreasonably omits reference to “foreign communications.”

Commenters assert that the unilateral auditing provision in Section 2.3.14(B) is unreason-
able (MCI, LG, USTel, TSC/SI), and also anticompetitive because it would require ICs to
disclose competitively sensitive information to the telecos (MCI, ASC).

DISCUSSION: This section requires each IC when it orders service to provide a projected
estimate of its traffic split between the interstate and intrastate jurisdictions, to be used by
the telco initially to apportion charges between jurisdictions. Subsequently, the IC must
provide quarterly reports to the telco showing actual usage, which will, in turn, serve as a
basis for the next quarter’s billing.

Under our Second Reconsideration Order charges for OCC access under Feature Groups
A and B were changed from a measured usage basis to a flat, per line basis. In light of this
change to a flat rate we believe telcos may wish to consider alternatives to their Section 2.3.14
jurisdictional reporting of “usage.” Moreover, we are troubled by certain aspects of this
current proposal which may unduly burden ICs, most of whom will lack the technical ability to
measure their usage. Some commenters suggest that such usage reporting would involve
mere guesswork.

We are also particularly troubled by the intrusiveness of the accompanying provisions in
Section 2.3.14(B), whereby the ICs would be required to maintain documentation of their
jurisdictional reports for auditing by the telcos “upon reasonable request.” For these reasons,
we conclude that the proposed provisions in Section 2.3.14(A) and (B) should be deleted from
the tariff and that the exchange carriers should develop new preposals for handling the
allocation of interstate and intrastate use which are reasonable and not unduly intrusive.

Those proposals should recognize the technical limitations of usage measurement under
Feature Groups A and B. We are concerned that usage reporting is not likely to be
meaningful absent the reasonable ability to measure such usage. Further, those propesals
should address how any access charges, state and federal, would be applied where lines are
used for both interstate and intrastate services in order to assure no “double recovery” on
those lines.
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Finally, the carriers should consider alternatives to the present proposal suggested by
certain commenters. AT&T suggests that absent actual usage data, the Commission should
consider accepting a surrogate for actual usage, such as use of outgoing access minutes to
determine the percentage of intrastate vs. interstate terminal access. SBS proposes that this
reporting requirement should be waived until December 31, 1984, in order to provide OCCs
sufficient time to develop the reporting capability. In fact, the BOCs/CSO have responded
that the exchange carriers will examine the sampling approach.

SUBJECT: General Regulations—Obligations of the IC—Trouble Determinations
ECA TARIFF REFERENCE: Section 2.3.16
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(A) The IC shall be responsible for receiving trouble reports from its end users and
determining, by testing or other means, if the source of trouble is caused by the equipment or
facilities provided by the IC, its end user, or by the Telephone Company.

(B) When more than one Telephone Company service is used to provide service to an IC,
the IC is responsible for determining which service provided by the Telephone Company is
causing the reported trouble.

(C) The IC shall be responsible for payment of Maintenance of Service Charges as set forth
in 13.3.1 following when reporting trouble to the Telephone Company and the obligations in
(A) and (B) are not met.”

ISSUES: SBS contends that Section 2.3.16 unreasonably burdens the ICs with the costs of
fault isolation activities.

DISCUSSION: Section 2.3.16 makes the IC responsible for receiving trouble reports from end
users and determining, by testing or other means, if the trouble stems from equipment or
facilities provided by the IC, end user or telco. When more than one telco service is involved in
the end-to-end service the IC must determine which service is causing the problem. If the IC
does not meet these obligations it is subject to the telco maintenance of service charges set
out in Section 13.3.1.

As SBS urges, the establishment of a viable and reasonable end-to-end fault isolation and
problem resolution system will be critically important in the post-divestiture multivendor
setting. SBS suggests that cooperative testing, fault isolation and problem resolution by all
service providers should be required by the access tariffs, and encouraged by the use of a
government sponsored forum (such as the one established in the Docket 26099 Implementa-
tion Meetings) to include local exchange carriers, ICs and other interested parties.

SBS suggests that either each telco should be required to bear its own costs of end-to-end
fault isolation activity, regardless of where the trouble is found, or the telephone company
found to be at fault should pay the reasonable costs incurred by the ICs and other teleos in
isolating the fault. SBS continues that where ATTCOM's embedded facilities provide a
capability to isolate trouble on an end-to-end remote basis, the telcos must make the same
capability available to other ICs.

The BOCs/CSO reply argues that the IC should be responsible for isolating a trcuble into,
or out of, its portion of the circuit. It argues that SBS provides no evidence for its implication
that an exchange carrier would not ‘“cooperate routinely” or that AT&T will receive
nreferential maintenance treatment. Further, it claims that Section 13.2.4 provides for testing
and maintenance when more than one telephone company is involved. The BOCs/CSO argue
that the charge merely reflects the cost of the work involved.
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We have several concerns for this provision. First, we are concerned that it places
unreasonable burdens on the IC to determine the source of all reported trouble. This is
particularly troublesome since, as SBS alleges, the various well-established end-to-end fault
isolation capabilities which AT&T has used pre-divestiture probably will continue to be
available to AT&T Communications and the BOCs. The provision also has ambiguity problems
because there may often be more than one IC involved in serving a single end user.

Our next concern regarding Section 2.3.16 arises from the proposed reimbursement
scheme for services rendered by the various parties involved in responding to trouble reports.
The provision as written requires the 1C who calls upon the telco for fault isolation assistance
to pay for the telephone company’s costs if the trouble is not in telco service or facilities. If the
problem is attributable to the telephone company, however, it will not pay the fault isolation
costs of the IC or any other telco. Thus, this portion of the provision also appears
unreasonably to shift responsibilities from the telco and to the ICs. We conclude that the 1Cs
and telcos should develop cooperative procedures to receive, diagnose and repair trouble
reports, and allocate reasonable costs.

To the extent possible, the procedures developed should be filed in the tariffs. Until such
procedures can be developed, carriers should use existing arrangements for handling trouble
reporting and response negotiated pursuant to CC Docket 20099. Section 2.3.16, however, for
the reasons stated above, should be deleted.

SUBJECT: General Regulations—Payment Arrangements and Credit Allowances—Deposits
ECA TARIFF REFERENCE: Section 2.4.1(A)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(A) The Telephone Company may, in order to safeguard its interests, require an 1C which
has a proven history of late payments to the Telephone Company or does not have established
credit with the Telephone Company except for an IC which is a successor of a company which
has established credit with the Telephone Company and has no history of late payments to the
Telephone Company, to make a deposit prior to or at any time after the provision of a service
to the IC to be held by the Telephone Company as a guarantee of the payment of rates and
charges. Such deposit may not exceed the actual or estimated rates and charges for the
service for a two month period plus the amount of any termination charges attributable to the
service. The fact that a deposit has been made in no way relieves the IC from complying with
the Telephone Company’s regulations as to advance payments as set forth in 5.4.3 following
or the prompt payment of bills. At such time as the provision of the service to the IC is
terminated, the amount of the deposit will be credited to the IC’s account and any credit
balance which may remain will be refunded. At the option of the Telephone Company, such a
deposit may be refunded or credited to the IC’s account when the IC has established credit or
an acceptable record of payment at any time prior to the termination of the provision of the
service to the IC. In case of a cash deposit, for the period the deposit is held by the Telephone
Company, the IC will receive simple annual interest at the same percentage rate as that set
forth for this purpose in the Telephone Company’s Local ofn] (sic) General Exchange Service
tariff. Should a deposit be credited to the IC’s account, as indicated above, no interest will
accrue on the deposit from the date such deposit is credited to the IC’s account.”
ISSUES: Commenters contend that the size of the deposit required is unreasonable and that
this provision may be used in an anticompetitive manner against new 1Cs. (ACS, EMX). MCI
urges that the deposit requirement must not unreasonably be extended to those with
legitimate billing disputes. Commenters also assert that the provision for interest on deposits
creates an unreasonable double standard in that it allows the telco to pay a lower rate on
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deposits than the interest penalty it applies to late-payments by ICs (8§ 2.4.1(BX3)). (TSC/SI,
US Tel). The BOCs/CSO have replied generally that requiring deposits is sound business
practice and that the interest on deposits generally reflects rates paid at financial institutions.
In response to MCI, the reply suggests that a deposit would properly be required of an IC
which continually disputes bills which are usually resolved in the teleo’s favor.

DISCUSSION: Section 2.4.1(A) generally provides the telco with the authority to require a
deposit from a carrier that either has a proven history of late payments to, or lacks
established credit with, the telephone company and is not a successor of a company with such
credit standing. Such deposit, which may be required prior to, or at any time after provision of
service, may not exceed two months’ charges plus “any termination charges” for the service.

The section provides that the deposit may be refunded or credited to the IC, at the telco’s
option when the IC establishes credit or an “acceptabie record of payment.” The deposit will
receive simple annual interest at the rate set forth in the telco’s Local or General Exchange
Service tariff.”

We recognize that it is prudent for the telephone company to seek to avoid non-recoverable
costs imposed by bad credit risks. The provisions in this section, however, have several flaws.
First, the meaning of “termination charges,” which will constitute a portion of the deposit, is
unclear. It is impossible to determine from the access tariffs how these charges relate to other
charges, e.g., the Section 5.2.5(A) minimum period of service provision, and other charges
required in Section 5, or the provisions for termination liabilities to recover special equipment
costs. These vague charges could become extremely burdensome and must therefore, either
be defined and supported or eliminated from the tariff.

Second, we are concerned about the potential anticompetitive effects of requiring a deposit
from ICs which do not have “established credit with the Telephone Company.” It appears that
at the outset only ATTCOM will escape this deposit requirement since only it may have
service history in all markets. While we recognize the need to assure reasonable customer
credit ratings, we believe that it is unreasonably onerous to require that an IC establish credit
with each telephone ecompany. We believe that adequate bases for extending credit in most
instances will arise from the ICs’ dealings with other telephone companies or entities. Thus,
we conclude that Section 2.4.1(A) must be amended to allow the telco to require deposits only
from an “IC which has a proven history of late payments to the Telephone Company or does
not have established credit except for an IC which is successor of a company which has
established credit and has no history of late payments to the Telephone Company. . .”

Our third concern for Section 2.4.1(A) regards the interest to be provided on the ICs’
deposits. As the commenters have noted, there is a double standard for simple interest paid by
the teleo on deposits in this section and the compounded interest penalty collected by the telco
on late payments by ICs (Section 2.4.1(B}3)(b)). Even with the reduced interest ceiling the
BOCs/CSO have proposed in their reply comments, the differences between interest collected
and interest paid would appear to range in the area of 10 to 19%. We find no justification for
these differences. We conclude that fairness dictates an evenhanded approach to interest paid
and collected by the teleos within the applicable state limitations. Thus, the differences
between the interest on deposits in Section 2.4.1(A) and the interest penalty in Section 2.4.1(B)
must be justified or eliminated.

Finally, we are concerned that this provision allows the teleo unnecessarily broad
discretion in determining when it will return or credit the deposit to a customer’s account.
Thus, we conclude that this provision should state that the teleo will return or credit such a

* There is a typographical error in the next to the last sentence of § 2.4.1(A). The sentence
should read “. . .the Telephone Company’s Local or General Exchange Service tariff.”

97 F.CC. 2d



1170 Federal Communications Commission Reports

deposit to a customer’s account after that customer has established a one-year prompt
payment record.

SUBJECT: General Regulations—Payment Arrangements and Credit Allowances—Payment
of Rates and Charges

ECA TARIFF REFERENCE: Section 2.4.1B)}1){2)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(B) The Telephone Company shall bill on a current basis all charges incurred by and
credits due to the IC under this tariff attributable to services established or discontinued
during the preceding billing period. In addition, the Telephone Company shall bill in advance
charges for all services to be provided during the ensuing billing period except for charges
associated with service usage and for the Federal Government which will be billed in arrears.
The bill day (i.e., the billing date of a bill for an End User or IC for Access Service under this
tariff), the period of service each bill covers and the payment date will be as follows:

(1) For End User Service and Presubscription Service, the Telephone Company will
establish a bill day each month for each end user account. The bill will cover End User Service
and Presubscription Service charges for the ensuing billing period except for End User
Service and Presubscription Service for the Federal Government which will be billed in
arrears. Any known unbilled charges for prior periods and any known unbilled adjustments
for prior periods for End User Service and Presubscription Service will be applied to this bill.
Such bills are due when rendered.

(2} For Service other than End User Service and Presubscription Service, the Telephone
Company will establish a bill day each month for each 1C account. The bill will cover nonusage
sensitive service charges for the ensuing billing period for which the bill is rendered, any
known unbilled nonusage sensitive charges for prior periods and unbilled usage charges for
the period after the last bill day thru the current bill day. Any known unbilled usage charges
for prior periods and any known unbilled adjustments will be applied to this bill. Payment for
such bills is due as set forth in (3) following. If payment is not received by the payment date,
as set forth in (3) following in immediately available funds, a late payment penalty will apply
as set forth in (3) following.

For bill days in January 1984, the bill will cover nonusage sensitive service charges for the

ensuing billing period, the nonusage sensitive service charges for the period from January 1,
1984 thru the bill day, usage charges for the period from January 1, 1984 thru the bill day and
any known adjustments for the calendar month of January 1984. Such bills are due as set
forth in (3) following. If payment is not received on the payment date as set forth in (3)
following in immediately available funds, a late payment penalty will apply as set forth in (3)
following.”
ISSUES: ARINC contends that the terms IC and end user are ambiguous in Section 2.4.1 as
well as other sections throughout the tariff. The BOCs/CSO reply states that their definition
of IC includes any entity ordering access service under these tariffs. The FEA argue that the
provision is unjust and unreasonable because when the federal government deals with the
telco through an IC, rather than directly, payment will be required in advance rather than
arrears.

DISCUSSION: Sections 2.4.1(BX1) and (2) set out certain payment arrangements for telco
customers taking access service under this tariff. The provisions distinguish between End
User and Presubscription Services and all other services. As ARINC points out, the use of the
terms IC and end user in this section and throughout the tariff leads to significant
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uncertainties as to how provisions apply to the various parties. In our discussion of the
definitions of these terms, infra, we establish three distinct groups: “end user”, “interex-
change carriers” (ICs) and the generic group “customers”. Section 2.4.1(B) must be amended,
using our terminology to clarify that end users, as well as ICs, will be allowed directly to
order and pay for access services from the teleo.

This section provides that payment will be required of customers in advance of service,
except for the federal government, which will be billed in arrears. The FEA contend that this
provision is unreasonable because IC’s which are attempting to meet service needs of the
federal government should be able to obtain service on the same basis as the federal
government. We are not persuaded by the FEA’s argument. We find no legal or other basis to
extend the billing advantages enjoyed by the federal government to other carriers. To the
extent that billing the federal government in arrears is required by federal procurement or
disbursement regulations or is established by law, it is not unreasonable to allow telcos to
comply with such requirements. However, ICs providing service to the federal government
are not entitled to the benefits of those laws or regulations providing for billing in arrears.

We also have concerns for this section’s application of a late penalty if payment is not
received “in immediately available funds.” It is unclear from the tariff what is meant by this
term, which appears several times in Section 2.4.1(B). The term must be defined or deleted.

Finally, referenced dates in this section must be corrected to correspond with the new
effective dates of the tariff.

SUBJECT: General Regulations—Payment Arrangements and Credit Allowances—Payment
Dates and Late Payment Penalties

ECA TARIFF REFERENCE: Section 2.4.1(B)3)
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(3Xa) A1l bills dated as set forth in (2) preceding for service, other than End User and
Presubscription Service, provided to the IC by the Telephone Company are due 31 days
(payment date) after the bill day or by the next bill date (i.e., same date in the following month
as the bill date); whichever is the shortest interval, except as provided herein, and are payable
in immediately available funds.

If such payment date would cause payment to be due on a Saturday, Sunday or Holiday
(i.e., New Year’s Day, Independence Day, Labor Day, Thanksgiving Day, Christmas Day, the
second Tuesday in November and a day when Washington's Birthday, Memorial Day or
Columbus Day is legally observed), payment for such bills will be due from the IC as follows:

If such payment date falls on a Sunday or a Holiday which is observed on a Monday, the
payment date shall be the first non-Holiday day following such Sunday or Holiday. If such
payment falls on a Saturday or on a Holiday which is observed on Tuesday, Wednesday,
Thursday or Friday, the payment date shall be the last non-Holiday day preceding such
Saturday or Holiday.

(b) Further, if any portion of the payment is received by the Telephone Company after the
payment date as set forth in (a) preceding, or if any portion of the payment is received by the
Telephone Company in funds which are not immediately available to the Telephone Company,
then a late payment penalty shall be due to the Telephone Company. The late payment penalty
shall be the portion of the payment not received by the payment date times a late factor. The
late factor shall be the lesser of:
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(I) the highest interest rate (in decimal value) which may be levied by law for commercial
transactions, compounded daily for the number of days from the payment date to and
including the date that the IC actually makes the payment to the Telephone Company, or

(IT) 0.000657 per day, compounded daily for the number of days from the payment date to
and including the date that the IC actually makes the payment to the Telephone Company.

{¢) In the event that a billing dispute concerning any charges billed to the IC by the
Telephone Company is resolved in favor of the Telephone Company, any payments withheld
pending settlement of the dispute shall be subject to the late payment penalty set forth in (b)
preceding. If the billing dispute is resolved in favor of the IC, no late payment penalty will
apply to the disputed amount.”

ISSUES: Commenters contend that the late payment charge (1) is unreasonably high (SBS,
MCI, LC); (2) should not be applied to amounts in dispute (MCI, RCA); (3) discriminatorily
applies only when disputes are resolved in favor of the telephone company, with no equivalent
interest provision where resolution favors the IC (MCI, TSC/SI, ISACOMM and LC); and (4)
discriminates against ICs in favor of end users who are not assessed these charges (LC).
USTEL and SBS also argue that the payment period is unreasonably short.

DISCUSSION: Section 2.4.1(BX3) provides a payment schedule for services provided to ICs. It
further provides for a penalty for late payments and its application in billing dispute
situations.

The commenters have raised several concerns regarding this section. Several parties claim
that the late payment penalty is unreasonably high. In their reply comments the BOCs/CSO
have proposed to lower the interest penalty ceiling from approximately a 27% effective annual
rate to what they claim to be approximately 24%.* We have already mandated in Section
2.4.1(A), supra, that the discrepancy between the interest proposed to be paid on deposits and
the interest penalty in this section be either justified or eliminated.

Additionally, commenters object to the proposal to apply the late payment penalty to
amounts in dispute which are ultimately awarded to the telco. They charge that the penalty
unreasonably offers the telco incentive to delay resotution of billing disputes and ultimately
resolve them in its own favor. Commenters urge that the section should include a provision for
interest paid to an IC when contested payments are resolved in favor of the IC. In reply, the
BOCs/CS0 have proposed such an interest provision for billing disputes which are resolved in
the IC’s favor and require more than 10 working days to settle. We believe that this proposed
modification adequately addresses this matter. The proposed change in Section 2.4.1(B)X3)
should be included in the revised tariffs filed to comply with this order.

SBS also raises concerns that OCCs will be unable to verify telephone company billing
during early post-divestiture period within the 31 days alloted by this provision. SBS suggests
a nine month waiver of late payment penalties during this start-up period to allow OCCs to
adjust to new billing arrangements. In light of the Commission’s action in our Second
Reconsideration Order, which replaced the access minutes usage charges with flat rate
charges, which will require no verification, this issue is now moot.

Finally, as we directed in Section 2.4.1(B}(1)&(2), supra, this section should clarify the
meaning of the phrase “immediately available funds.”

SUBJECT: General Regulations—Payment Arrangements and Credit Allowances—Minimum
Periods

* The ceiling proposed is “the portion of the payment not received by the payment date
times a late factor.” The BOCs/CS0 reply would change this late factor from 0.000657 to
0.000590, compounded daily.
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ECA TARIFF REFERENCE: Section 2.4.2
OTHER TARIFF REFERENCES: Similar provistons in most other access tariffs.

TARIFF LANGUAGE:

“The minimum pertods for which services are provided and for which rates and charges
are applicable are as set forth in 5., 8. and 9. following for the services involved.

The minimum period for which service is provided and for which rates and charges are
applicable for a Specialized Service or Arrangement provided on an individual case basis as set
forth in 12. following, is one month unless a different minimum period is established with the
individual case filing.

When service is discontinued prior to the expiration of the minimum period, charges are

applicable for the remaining portion of the minimum period, whether the serviee is used or
not, and will be based on the rates in effect for the service at the time of discontinuance.”

DISCUSSION: Minimum periods for specific services are set forth in other sections of the
tariff. Unless a different period is specified in the individual case, Section 2.4.2 provides a one
month minimum period for a specialized service or arrangement provided on an individual
case basis. Section 2.4.2 also provides that if a service is discontinued before the expiration of
the minimum period, charges (based on the rate in effect at the time of discontinuance) will
continue for the remaining portion of the minimum period whether or not the service is used.

We find that it is reasonable that the telco take steps to mitigate any losses due to
discontinuance, particularly where the minimum service period is greater than one month, and
thereby reduce the minimum period charges. We have historically allowed the use of a
minimum service period of one month. Thus, the charges for discontinuance in this section
must be modified to provide that discontinuances of service with a one month minimum
period, the monthly minimum period charges will apply; in instances where the minimum
period is greater than one month, however, the charge will be the lesser of the telco’s non-
recoverable costs for the discontinued service or the minimum period charges. The section
should also cress-reference the provisions which establish the minimum period charges.

SUBJECT: General Regulations—Payment Arrangements and Credit Allowances—Credit
Allowance for Service Interruptions

ECA TARIFF REFERENCE: Section 2.4.4
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(A) General

A service is interrupted when it becomes unusable to the 1C or End User because of a
failure of a facility component used to furnish service under this tariff. An interruption
period starts when an inoperative service is reported to the Telephone Company by the IC
or End User and ends when the service is operative.

(B) When a Credit Allowance Applies
In case of an interruption to any service, allowance for the period of interruption, if not
due to the negligence of the IC or End User, shall be as follows:

(1) For services, other than those mentioned in (2) and (6) following, no credit shall be
allowed for an interruption of less than 24 hours. The IC or End User shall be credited for an
interruption of 24 hours or more at the rate of 1/30 of the monthly charge for the service for
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each period of 24 hours or major fraction thereof that the interruption continues from the time
of notice to the Telephone Company that an interruption has occurred.

* » * . *

(5) For certain Special Access services (Wideband Digital, WD1-4; Digital Data Access,
DA1+4; and High Capacity, HC1), any period during which the error performance is below that
specified for the service will be considered as an interruption.

* » - » »

(C) When a Credit Allowance Does Not Apply
No credit allowance will be made for:

(8) Interruptions of a service during any peried in which the Telephone Company is not
afforded access to the premises where the service is terminated.

(4) Interruptions of a service during any period when the IC or End User has released a
service to the Telephone Company for maintenance purposes, to make rearrangements, or for
the implementation of an order for a change in the service.

L] * » L LJ

(7) Interruptions caused by the failure of other Telephone Company provided services
which are connected by the IC at its terminal location or by the end user at its premises.

. L] L * Ld

ISSUES: Commenters contend that an 24 hour minimum interruption for credit allowances is
unreasonable. (ACS, EMX and RCA). WU, in line with its comments on Section 2.3.3, argues
that Section 2.4.4(C){3) should not apply where the IC uses its own personnel to repair
facilities. The BOCs/CSO counter that existing ENFIA tariffs provide for a 24 hour minimum
interruption and that exchange carriers must be able to protect themselves from ICs who
would abuse the credit allowance during dormant service periods.

DISCUSSION: Section 2.4.4(B)(1) states that, with certain exceptions, no credit allowance
shall be given for access service interruptions of less than 24 hours. No justification has been
offered for this minimum. This time period has been the standard for credit allowances in
BOC exchange service tariffs, however, we do not believe that it can be reasonably applied to
customers of access service who may be paying significant monthly charges, and may lose
substantial revenues from service interruptions. ACS, RCA and EMX contend that current
business practice generally allows for credit allowances for service interruptions of 30
minutes or more. Thirty minutes is also the minimum credit allowance period in AT&T’s
private line Tariff F.C.C. No. 270. Thus, in the interest of providing reasonable compensation
to access service customers for lost revenues during teleco “down time” and to provide
incentives for swift maintenance and changes by the telco, we conclude that the 30 minute
interruption minimum is reasonable for these services. Finally, the interruption period should
be calculated from when the telephone company becomes aware of the inoperative service,
regardless of when it receives a specific customer report. Section 2.4.4(B)}(1) must be amended
to reflect this discussion.

In their reply comments the BOCs/CSO propose to modify credit allowance provisions
related to special access services, by deleting “Digital Data Access, DA1-4” and “High
Capacity, HC1” from Section 2.4.4(B)(5). No rationale was provided for the proposed deletion
and no parties have been allowed opportunity to comment. Thus, these proposals should
appear as a separate tariff filing, with the appropriate justification.
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Section 2.4.4(C)(3) states that service interruption credits will be forfeited whenever
customers do not allow telco personnel access to the customer’s premises. In line with the
modifications WU seeks in § 2.3.3 establishing the customer’s option to install and repair end-
to-end interconnection facilities, it also seeks an exception to this provision where the
customer itself performs the repair. Since Section 2.3.3 cannot be read as restricting a
customer’s right to provide customer premises equipment, we see no reason to modify Section
2.4.4(C)3, see, supra, Section 2.3.3.

Section 2.4.4(C)(4) states that credit allowances will not apply to service interruptions
when the IC or end user releases a service to the telco for maintenance, rearrangements or
changes. We are concerned that this provision is vague and open-ended, and provides no
incentives for swift completion of these activities. The section must be modified to clarify
when this provision will be triggered and to set forth reasonable time periods for completion
of these telco activities.

Section 2.4.4(C)7) disallows credit allowances for service interruptions caused by other
telephone company services. It is clearly unreasonable to impose on IC's the costs of lost
service caused by failure of the telco’s other services. Section 2.4.4(CX7) must be deleted.
SUBJECT: General Regulations—Payment Arrangements and Credit Allowances—Services

Included in Netting

ECA TARIFF REFERENCE: Section 2.4.5
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“Payment for services obtained by an IC under the provisions of this tariff, except for
services set forth in 3. following, and ECA Tariff F.C.C. No. 3 for Special Construction, when
Billing Processing Service and/or Private Line Billing Service is provided by the Telephone
Company to the IC, will be included in the netting of accounts receivable as set forth in 8.2.3
following when the IC has been notified by the Telephone Company.”

DISCUSSION: This provision addresses certain telco billing procedures which are set forth in
Section 8.2.3 of the tariff. This provision appears to duplicate those provisions while adding
certain exceptions. The provisions contained in Section 2.4.5 must be deleted from Section 2
and incorporated into Section 8.2.3.

SUBJECT: General Regulations—Payment Arrangements and Credit Allowances—Title or
Ownership Rights

ECA TARIFF REFERENCE: Section 2.4.7(B)
OTHER TARIFF REFERENCES:; Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“(B) Title or ownership rights to Specialized Service or Arrangements designed by the
Telephone Company to meet an IC's or End User's request remain with the Telephone
Company except as specifically provided for by written agreement of all parties.”

DISCUSSION: We are concerned that the exception included in this provision is vague and
standardless. The exception accords the telco unfettered discretion to determine which
customers will be granted title or ownership rights and which will not. As a tariff provision
conditioned on an event outside the tariff, it is meaningless, and cannot be allowed.
Accordingly, this provision must be deleted.
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SUBJECT: General Regulations—Payment Arrangements and Credit Allowances—Ordering,
Rating and Billing of Access Service When More Than One Telephone Company is
Involved

ECA TARIFF REFERENCE: Section 2.4.8
OTHER TARIFF REFERENCES: Similar provisions in most other access tariffs.

TARIFF LANGUAGE:

“The Telephone Company will handle ordering, rating and billing of Access Services under
this tariff where more than one Exchange Telephone Company is involved in the provision of
Access Service as set forth in (A) or (B) following. The choice of either (A) or {B) shall be made
by the Telephone Company and the Telephone Company will notify the IC which option will
apply when the IC orders Access Service. The choice of (A) or (B) will be based on the
interconnection arrangements between the two Exchange Telephone Companies inv<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>