
provide any of the workpapers with Transmittal 2146 from which it derived its packet switching
BSB cost figures, and thus did not comply with Section 61.38 of the Commission's Rules
governing packet switching. 119 Southwestern Bell arped that its cost support wu adequate
because that cost support wu similar to the cost support it submitted in conjunction with
another packet switching filing in the past, Southweslem Bell's MicroLink n service. 130 The
Bureau concluded that the prior packet switching tUin, cited by Southwestern Bell was not
relevant because that cost s&ppOrt was filed under a WIlver of our cost support roles. J:J1

68. The Bureau has IDitc:oDstnJed Southwestern BIIil's packet switching waiver. The BSBs
at issue in Transmitta12146 are new BSBs to be available with Southwestern Bell's MicroLink
n service. 132 In the &!'d'wt*m Bell Protocol Conyegjm Waiver Reyiew Order, we found
that the detailed cost support .tee:pIiremeDts of Section 61.38 wae not necessary with respect to
MicroLink n service, becauIe.-rket conditions at tbIt time made it uDlikely that Southwestern
Bell would be able to engage in anti-competitive or otherwise improper pricing, and Section
61.38 cost support would be of little value in proIllU.... our~ve policies. 133

Nothing bas occurred in tile .... sWitcbing ser¥ices nMet that would lead us to revise these
conclusions today. 1'III)JItbt switching services JDIIket is still highly competitive.
Furthennore, in the Pd·.ON... 0Jder, we have a6Jpted policies wbich permit competition
to an even greater extent than was possible at the time of the Southwestern Bell Protocol
Conyeqigg Waiver ..... Co' .r, 1" For tbeIe~, and because none of the intervenors
argued apiA•.~"'s direct cue OIl this u.c, we detenniDe that our waiver of
Section 61.~ cost IappOIt ruIII for SoudIweItem BeD'. MicroLink n service showld be
extended to the nine BSJis in Southwestern Ben's TrID-uaaJ 2146. 1", We also COIlclude dIat
the cost support ftlec!.by Southwestern Bell for Transmittal 2146, as supplemented by its~
case, is adequate in JiIbt of this waiver.

2. Southwestern Bell Aocesa Service Request

69. Southwestern Bell pIIIIII to require IXCs to .... an access service request (ASR) to
order BSAlBSB Combinations. In the ONA InYMiptMm Qnler, the Bureau was concerned that

m eH!t-Ip,-ptop Order, 7 FCC Red at 1518 n.32.

1!2 SouthWeMem Bell Telephone Company, Traasmittll 2146 Deecriplion and JullDfi.eation (D&1), at 1-1 (filed Nov, 1,
1991).

I" Soutbw!!!tem Bell rr.ol Ccmvmion Waiver Review Order. S FCC Red at 164~ pua. 19.

,'" Specifically, the ndes 8dopted ill Put 69 ONA C>rc* were _ .... to permit BOCa to compete with iadcpendent BSPs
OD aD iatepated buis, aDd at the ame time prevent BOCdrom e1JpPDg iD uDrell80llable discrimiDation. Part 69 0& OJW:,
6 FCC Red at 4525, pua. 2.

JI' The COIIIIIJission bas authority to sraDt waivers on ita own motion under Section 1.3 of its rules, 47 CPR § 1.3, if there
is •aood cau8e. to do 80.
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Southwestern Bell's ASR requirement might impose unnecessary additional costs on its
customers at the time they order ONA services. 136

70. Southwestern Bell mailltains that use of AS... is not a new requirement imposed for
ONA, but is the standat'dbred vehicle developed by tile.~ and BiIUng Forum (OBF) that
applies to all access services. Southwestern~m OBF pJanniDg for ONA aDd
claimsnopatticipant railed ~OIlS to usiDg . access ordering procedures for ONA
services. Southwestern lIeD alto scates it uses ASIts u tracking documents that enable it to
comply with Commission~eIlts for IJIBUIl nports on O1deriRg and instaUation iDtervals
for ONA service ordeJed by Southwestern Bell aft'iliItes. According to Southwestern Bell, any
alternative to ASRs would likely be a burdensome non-automated mechanism. 137 Finally,
Southwestern Bell DOteS dIat its tariff estabtisbes a pmcedure for converting customers from
feature group services to ONA Oft July 1, 1993, '91" fature group services are scheduled to
be etiminated, This procedu~ occurs automatically widlout requiring customers to submit
ASRs. 138

71. According to SpI'iM, the OBF was iuaded to develop a unifonn AS.. docume8tlDd
procedures, not ONA ilnJJl-lIIt8t.iaD plans of i.8dtridIIIl~. Sprint maintains that die
tariff l'eView process, not tlleOBF, is·theproper fenuD for considedng ONA COIiversion~. I.
It is DOt clear to S~ wily _}' So1IthweIIem Bell~ ASRs, or why convertilll from

Feaf8Ie~ servIce to .... eqtllVaient BSBs aad MA mvolves anything more titan a record
change. 140 Sprint recalls that it proposed allowiDJ custo1llers to submit letters to BOCs
describing which circuits to convert.. Sprint also maiDtains that Southwestern Bell said it might
consider accepting ASRs on a per-LATA or a per-customer basis. 141 . .

72. Southwestern Bell bas explained that its tariff permits converting from FeatUIe Group
services to the equivalent BSBa and BSA without requiriDa ASRs. Southwestern Bell has also
established that its use of AS.. is a standard aedIod for onIeri.oI services, wIlicb lias been
developed in an appropriate iDdustry fomm. SoIIdIw~ Ben bas also shown that takiDg
orden for ONA services witIlout ASRs would be very bunlensome, because it would precl8de
Southwestern Bell from using the computerized procedures it bas developed for filling orders
for other services. A1tematively, Sprint bas not provided a good reason for the Commission
to interfere with the OBF aDd extend regulation into an area in which we have not exercised
our jurisdiction. Nor bas Sprint explained why automatic conversion at the time FC2ture Group
service offerings are eliminated is not a reasonable alternative. Accordingly, we conclude that
Southwestern Bell's use of ASRs does not impose unnecessary additional costs on ONA
customers, and that this is not an ummsonable practice.

3. Ameritech Call Detail Recording Tariff

•• ONA InveIig!timt Order_ 7 FCC Red at 1521, para. 67.

•51 hi. at 16-20•

•,. South........ Bell Reply at 15. III~, 6 FCC Red lit 4528, para. 20 (Feature Group eervice offeriap
are to be eliminIted when the soc.iIKloIporIIe~ iIIto tIMir price ClIpS.)

." Sprint Opposition at 7-8.

ND hi. at 9•

••1 hi. at 10 D.12.

27



u,,--

73. The Bureau directed Ameriteeh to explain wily its Call Detail Recording (CDR) BSE
was not a detariffed billing and collection service. Ameritech argues that, "[w]hile call detail
reports may be usa! for bil1inI and collection pu.tpOIeI, it ia not identical to [Ameriteeh's]
bilJillg and coHection acnice." 142 Ameritech auertI dial CDR was developed on a Feature
Group-specific basis to prcMIlIe SSPS witll specific kinds of call detail they~ in the
ONA proceeding. Ametitech. maintains that biDiac ... collection service is diffetalt becavle
Ameri1ech's himn, aDd collection service recotda all the CB8tODler's traffic, is not Feature
Group-specific, and contains Idditional call detail DOCeIsary for billing putpOses. 1'" Amaitech
also notes that CDR 'flU iDcluded in its ONA plan approved by the Commission. 144

74. We have defiDed biDiac and col1ectioa u ":IeCOIdinI [interexcbange carrier (Ie)]
messqe detail, aareaatiDltbe details to create indlvidDal messaees (a completed call or.igiaaacd
by aD Ie's end user), applyinJ die Ie's rates to a1cll_-.s, prooeasing these rated messaaes
into customer invoice fonn, mailing bills, collecting ~)'Dlents, a~g customer deposits,
handling customer inquiries and investigating billing eval101l activities." 145 This defmition does
not exclude <:aHdetail reconIiIIg doDe on a FeatuIe Galp-specific blsis, or call ddtail rec:ordiRg
tailored'to the specific .... of .Ps. AmeritecIl admits tIIat its CDR service "may be used
for billiDJ and collectioa purpoIIS." 146 For ....~, we COBClude that Ameriteoh's
descripticm of CDR does .. Idlqul1ely diJtiDIuish tIIis .-vice from the services we ddariffed
in the BjJJjne and Co'''" PeW. Therefore, Ameriteeh is required to remove mateJial
regarding CDR service from its tariff. 147

B. Non-designated Issues

1. Adequacy of SCIS Redaction n

75. "'ckP!lllM'. The sew Disclolla Ordtr 0*-1 Bellcore to make available to
intervenon in the iavestiption a version eX SCIS with pmprietary iDfonnation redacted from
the model and docutneDtation, and also established procedures by which parties in the ONA

Ie AmeriIecb'Direct Cue at 10.

IG lsi. Ameritech does not specify in its direct case what this acIcIitioul iafot'lllUion is, or what Jdnd ofbilling it is coUected
for.

144 Ameriteeb Direct Cue at 10-11.

: I>etariftiq of BiUina _, CoDec8on Services, CC Docbt No. 8S-8I, 102 FCC 2cI11S0, 11S1 n.2 (,1986) <.lIiIIiIII...u
~~. The~ did retIin Title I juriIcIiCltion av. calI cIeW1 recordin& Iel'Vices, but .only Wii'fTftJOi
conyenion to equal accees, wbicltevec came later. §E Billipg _ CoDtction Order, 102 FCC 2d at 1174, Am!rppch ONA
Tariff Order, 7 FCC Red at 261-62, para. 34.

146 Ameritech Direct Cue at 10.

147 We abo note that AmeI-.a .... relfIl.... waivwtID w..........CDR iIII ONA pia. Am• ...of Put
69 of dle Coauaiuion'. Rulee R.-. to 1he Creation of Aeeee. CMrp 1ubeI for Open Network~, CC
DocIret No. 89-79, 7 FCC Red 811, 812, ,..... 4 (Com.Car.Bur. 1992). We have IIIIted that we would -DOt look favonbIy
1IpOD dle BOC,' withdrawal of IIII'Vicee that were aIpJII'OYed in Ill_ ONA pIaas. - FiIina aad Review of Open Network
Architecture PlaaI, CC Docbt No. 88-2, Phue 1,6 FCC Rod 7646, 7653, para. 10 (1991). Thus, Ameritecb reqI......
waiVei' of the Part 69 QNA OJW' to wi1bdraw JiDeBide CDR from ita &arifI'I, because it was BtiIl coaductina teItI for 1hat
.-vice. The Bureau gnmted Ihia waiver 011 • telJtative buD peadiac Ibe outcome of dIii inveatigaDon. The COIIIIIIi8llion
benby finds Ameritecb', petition for waiv. regarding this Iel'Vice moot.
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tariff investigation may examine this redacted version of SCIS. 141 The redacted model and
procedures were expected to permit the maximum extent of public participation in the ONA
tariff investigation consistent with adequate protection of proprietary materials. 149

76. "rdinp. Sevoral-.venors assert that the illfonnatioD made available to them does
not permit them to fuDy~ in the~.1~ Ad Hoc useI1s that~ than
competitively sensitive iJIforIIIadon has been ndIctcd.Ul Some parties believe they ....ld be
permitted to see SCIS inputs to determine wMtller dIey aft' reasonable. 152 Mally intelVtmOI'S
complain that, because they weill' allowed to ..miRe '* version of tile model for only one
switch type, they were DOt~ to see the effect of diffeteDt SCIS versions or diffaem
technology mixes on SCIS~. 153 Splint aIIe.- dIat there may be "stand alone" moc:bdes
of SCIS or SCM used to develap BSE rates that were DOt provided to interveaors. 154

77. Ad Hoc and Sprint 4!IUC that redactions sIloeld be unneceswy for intervenors siJDiDg
nondisclosure agreements. J'5 MCI contentk that die restriction against.~ to die
nondisclosure agreemeat communicating with each adler is UIIIaSODIble. 1S6 Ad Hoc asaerts
that its exambUltion of R.edIIcdon n was uDDeCelSUily Jtampered by .Bellcme's provision of a
slow COIItpUter, and by softw., that seemed to -bc:Jmh" Iter five or six SCIS roas. 157 AUnet
co~Jains that it was not permitted to examine RedIctioD n without first giving up Redaction
I. 1 Al1net criticizes the Commission for not "mling" on the reasonableness of Redaction n

WI CommiJIion~ for Colt Support Material To Be Piled widl Open Network Arcbitecture Access Tariffs, 7
FCC Red IS26 (Com.Car.Bur. 1992) (Scm DiIc10Iure Order).

149 §CIS Pi'P'Mn Order. 7 FCC Red at IS34, para. 42. Some u..veaors alleled that. in Be1lcore'. initiall1llpOllle,
boIb tho lOftwue and tho doau--. apJ.jniag openIion of the 1IOAw.-e wen 80 cIeep1y redacted u to be Ieriouely

cIeficiIIL !~~.ii~'.7. pc.. C Red at 5307, 3....... YC.IOppoIili·'011 at 29-32. As al1llU1t,. tho BureauiafomIIly~ v ... to wort toward a .... redaeted model within the l..-.I,.......
let by thosc~. dlllllhedll'JiDf OeM. 7 ftitC"at 5107, pra. 4. A more COIIlpIde clelcr!*on of
thia 8eCODd~ ,...... to u -Redaclion n,- and ..UIOciated nondilclolure agreemeata, ue diBcuued
in Ihe SCIS Qiee!nen Rrmri 1 ... Order. which we .dopt today. CommiIIion Requirements for COlt Support Material
To Be Filed widl Open Network ArchitecIure Access TuifJa, FCC 93-S31 (.dopeed December 2, 1993) (sc1S DiIcloaare
R"F9"'iftn'ipp Order).

IJe Sprint Oppo8ition at 1-3; Mel Oppoeition at 3-4,33-34; MeIIoInedia Opposition at 4; Ad Hoc OppoIition at 6.

151 Ad Hoc Oppoaition, AppellCix I at 4. See aIIo Sprint Oppoaition at 5 (deWII of capital COlt calculation and definition
of -aeum, started costs- have been redactecI).

1SZ Sprint OppoIition at 3; MCI appo.iDon at 28-29; AlIaet OppoIiDon at 2-3; Wibel Oppoaition at 20.

J» Sprint 0pp08iti0n at 3-S; AT&T 0J'p0IIiIi0n at §-12; Meteolnedia Oppoaition at 9-13; Ad Hoc Oppoejtion, AfJpeftcIix I
at 12-13; AI1Mt Opposition at 6-7; Vdtel Oppo8ition at 19.

1M Sprint Opposition at S.

W Ad Hoc Opposition at 4-6; Sprint Opposition at 7.

1M MCI Opposition at 33-34.

151 Ad Hoc Opposition, Appendix I, at 3-4.

151 AIlnet Oppo.Iition at 8-9.

29



prior to the filing of oppositions to direct cases. 1S9

78. Discussion. AI, a dRshold matter, we fint conclude that the Bunau ploperly
determined that nondisclosure aareements alone would not be sufficient to protect the vendors'
competitive interests or tile Qwmillion's interests ill plVllUl effectiveness, and instead relied
on the redactionp~, CCMIpIed with the~ auditor's report and staff review.
In our decillion in the NW 0gW, 1«1 we ftlCOIIUzed dill such deCemdnations involve tile
exercile of die qency's c:IiIcJetiooary disclO881'e utiIIority ather than FOIA requirements, aDd
so defeJ.'ftld consideratioJl of tile discmtiooary~ adopted in the Bureau's iW
DiscJcp. Order to a~ order. We have DOW aMewed the Bureau's discretionary
procedures asfiDally~ and in the contplllioos~ ':=:::=
Q.rdm: approve those procecIurea. 1 For praetlt JmPOIII we . oaIy emphasize the record
statements that vendors would consider withdrawing or limiting their participation in the SCIS
model process if proprietary data were discloled ill fun subject OBly to noadiIclosure
agreements. The senmJs iIBp.licltions of such a witbdrawal for the effective implementation of
ONA were described in die NIJd 0nI0r. 1ft WIIile cited there to su.ppert the pqt'ID1
effectiveness prong of :&Ie""" 4 of the FOIA, the implieations equally support the Butau's
determination as a .... of cIiICIetiorm'y dilclosute ,...., that nondisclosure agreements
would not· sufficiently safepud the ONA iJDpIeIne.-tion process that disclosure of sensitive
vendor data, subject only 10 such agreements, should be requited. 163

79. Redaction n resulted from a compromise desiped to allow adequate access to SCIS
documentation and software by interested parties without revealing proprietary information used
in the model. 16' All the SCIS/SCM redactions were necessary to prevent disclosure of
infonnation proprietary to the switch vendors or sellcore. 1M For example, disclosure of certain
elements of the SCIS model could reveal switch desip illformation, or could reveal information
regarding negotiated switch prices, which switch vendors consider proprietary. 166 The SCIS

lJf AIIaet 0pp0IiU0D at 8-9. n.....C08ClIided in Gte~ that !be propwprocedurll veIUc1e for
COIDB*Its OR the IlecIIIdion n~woUI beoppMitioM to~ONARe8dJes'!Itipg Order. 7 PCC Red
at 5308, para. 10. AJInet baa provided no~ to qutlItion Chis COIIeN.on.

1110 AIIpet 0nIer, 7 FCC Red 6329 lilt n. 7.

161 See n. 149, supra. MCrs COIIIiIIIDon reIpClCting communicldion between signatories to nonclisclOlUl'e agreements was
I1so raised in jg IIppIicMion for review of the SCIS Di!clowre Order, and is conUered in the Coquion Order.

IG AW Older, 7 FCC Red at 6330, para. 17. See tJl.ro AHnet CommunicUlol18 Services, lac. (FOIA Cot*ol No. 92­
149), 8 PCC Red 5629 (1993).

Ie U...... procedIbea MIl I y" the ONA~ to ........ doJree of iatervenor accelI8 to .... JXOIlI*ary
mode1a and proprietary vODdor iM:WIII the requiremeal of .. _If ~Ddent review of the software model. While we
canaot"·~..'*fIUCl rate dewiop.~1It1IIIIlIbod will eIIIail • IIimiIar procedure,~~1IOt"
routinely support proposed rIIIIII dlraup the 1110 of propridary mocIeb CJI'.... TIUa...w. subItaatW ..witioaal burdens on
carrien, iDta"venors and ComaUaion ItafI in order to ensure inta'veaon maximum access consistent with protection of
proprietary materials. Therefore, when carriers rely on lIUCh IIIllterWs to IUppOrt tariff filings, they bear a substantial, initial
burden of demonstrating the circuJl18lance8 that preclude reliance on publicly available data.

I" Southweetem Bell Reply, Bm. 1 at 1; BeDSoudt Reply at 21.

165 P.cTel Reply at 3; ScudtWIlIlern Bell Reply, Bm. 1 at 2; BellSoulb Reply at 20; Ameritecb Reply, Att.B at 1-2; Bell
Atlantic Reply at 3. See al!o US West Reply at 8-9.

166 Southwestern Bell Reply, Bm. 1 at 2; NYNBX Reply, App. at 2; Ameritech Reply, Att. Batt. See I1so Us West
Reply at 13-14.
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algorithms must also be kept CMfi.deatial to~ BeIk:ore's substantial inVestmCllt in SCIS,
and the income it C8lIIS from sas lioeBsiDg fees. 167 MoftJover, it is not clear that discloSUft'
of aJaoritbms would help iRta ¥tIlOl'S to determine w.... the model calculates switcbiftg costs
properly. 161 Finally, IOIIle m.rvenors purchase switdaes from AT&T and Northem Telecom,
and providing unredaeted SCIS access to these intervenors would give them a particular
competitive advantage in negotiations over switch prices. This information is so sensitive in
this hotlv competitive market that the dangers of disclosure outweigh benefits gained in their
release. 1.

80. We coaclode tIIIt the redactions did BUt JR¥C* interested parties from mao. a
meatringful teView of SCIS for putpOSeS of eva.t.a., tile ONA tariffs. The intervenors were
able to oonduct sensitivity -.lytel, i&." to examMe how chaJIIes in SCIS inputs affect sas
outputs, on most of the ...... SCIS inputs. 1'heIe seRlitivity analyses, in addition to the
information in the AadeneD Report, enabled tile intervenon to raise spocific questions regarding
the reasonableness of the COlt and ratedev~ 110 For example, intervenors brought to
our atamtion the issue of die IF of traffic data and SCIS versions. 171 Intervenors also railed
several specific issues reganling US West's SCM model. In We conclude that the restrictions
placed by Bellcore and US West on the examination of Redaction IT permitted intervenors an
adequate opportuDity for review. 173

2. Adequacy of AndeneD Report

81. 8everal interveDors criUcize the AadeneD BIport u either inaccurate or insufficieDtly
detailed. WDteI ~i2zs AndIrse8 for concludill, t1IIt tile COI&iDg principles iDbeJaIt in SCIS
are masonable without deIctiINna the staAdIrds by wllich those costing principles were
evaluated. Wiltel a1Io ctWItIl.dI that Andersen did not dilQ1SS alleged inconsisteacies between
the Averaae Study option in sas and the long 11ln inclw-.tal cost analysis SCIS is supposed
to pIOduce. Wittel fuItbor ... that Andenea BDVer~ variation in BSE rates due to
differences in actual cost cllaneteristics among BOCs. 1 Metromedia and Wiltel complain that
Andersen performed sensitivity analyses on the BSEs of all BOCs on an aggregated basis, rather

16'7 SoudIweatem Bell Reply, Exh. 1 at 3-4; Ameritech Reply, AU. B at 2; NYNEX Reply, App. at 3-4.~ US W.
Reply at 9.

I. Bell Atlantic Reply at 3-4.I. NYNEX Reply, App. at 3.

1'lO §ee NYNEX Reply, App. at 4; AJMritech Reply, AU. Bat 2; Southweltem Bell Reply, Exh. 1 at 4.~ US W.
Reply at 9-10.

111 supplemental Andenen Report, Exh. 5-6; Wiltel Oppoaition at 30-31.

17.1 Supplemeatl1 Andenen Report at Exh. 10; MCI Opposition at 32.

11' We have elDbJillbed mprior Olden that the iaforlBldioa mSCE is tlIUIIIpt from • ........, public diacloIure ....
Exemption 4 of the Freedom of IJIMnaIdon Act. 5 U.S.C. t "2(b)(04). 1IL.!.&u~.~.~ COft'"'l'ication Servioea, POIA
Control No. 92-266, Memoraadum 0piIIi0a aDd Order, 7 FCC Ilod 6329 (1992)~ .. ~QrdIr);"*'*,
A1IDet Conunuaicatioaa Servioea, Inc. v. FCC, 800 F.Supp. 984 (D.D.C., 1992), ,CommumeationB
Services, Inc. v. FCC, No. 92-5351 (D.C. Cir. September 15, 1992).

I" WilTel OppoIition at 20-23. See tIIo Mel Oppo8itioD, Appendix, at 3-4 (auerting IlOIIIe differeaces in actual COlt
characteriatics delcribed by Andenen are open to BOC 1IWIipuIation).
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thanBOC by BOC. 175 ADuet notes that the~ -.m found that SCIS/SCM models
assume BOCs do not build "JI'IOIe or less capacity diu pteSCrlbed by engineering rules." 116

AllBet asserts that, because of this assu~, sets bas little to do with real world costs, and
calls this a "fatal flaw" in the model. 177 AIInet alleges that Andersen is biased in favor of the
BOCs. 178

82. Ande:nen concluded in its report: that, aldloulh SCIS permits users fairly wide
discretion in selecting variables, the SCIS model itself is fundamentally sound. This findiag
is consistent with the findings of the Commission's review of the SCIS models submitted to us
in 9""'1 in December 1991. 179 Furtbenncn, tile RlUIts of Anderseu'sanalysis were
consistent with our coeelusioDs, based' oni~ .. review, regu:ting the appropriate
treatment for BeUSouth's model office deve~, 1. 1IOIlCUII8Ilt SCIS medels and ttaffic
data, 111 average or margiDaI SCIS studies, lIZ aad embechloo or prospective teehnolOlY mixes. 1.,

The staff review process did DOt duplicate the AudetMB effort, but examined proprietary
materials from additional or different perspectives. The different emphases of each appl'Olcl1,
however, add to the scope of review and eaabJe UI to determine, contmry to Alhtet's
unsupported assertion, that the Andersen study is free of bias.

83. The issues raised by Wiltel regarding sources of BSB rate variation or whetller the
SCIS Average Study option results in long nm rates do not in any way cast doubt on
Andersen's conclusion that SCIS is fundamentally sound. In the Supplemental Report submitted
at the direction of the Commission staff, Andersen explains in more detail the procedures it
used to cmluate SCIS CGIdIta'pIiDciples. 184 We llave ..-..00 Andersen's supplemtJlltai report
in liIItt of Commission", iIItependent 1'8Yiew of die models, aad we find this explanation
to be adequate. The SCIS IIlOdet is intemally valid; IS described above, our conceras and
revisions to BOC~ involving SCIS-based rates are~ at specific
exerciles·ofthe discretion· carriers by the model, not at the model's intemal structure.
It is not a criticism of the ..l proper to COIIIBaia tile SCIS user's assumptions, or fadual
inputs, to usure their JeaIOI....., and we have done 10 in several respects as summarized
in the following parapIPIl. Finally, AUDet's UIeI'tions that BOCs ignore engiaeeriDg
specifications while installing switches, are at best speculative, and do not merit further

I." Meuomeclia Opposition at 13; Willel Opposition at 23-29.

I'M Al1net Opposition at 3.

177 I!!.

111 Al1net Opposition at 2.

17!l SCIS In C!gwa Order, 7 FCC Red at S24, para. 22.

110 Section m.B.1. of tbia Order, !lID.

III Section m.B.2 ofthia Order,-..

ID Section m.c.1. oflbia Ord.,-..

ID Section m.D.1. of tbia Order, IYB!.

IN Supplemental Andenen Report, Bm. 1-3.
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consideration. 185

v. CONCLUSION

84. In this Order, we have: prescribed that BOCs should base their BSB rates on forwatO­
looking technology mixes; limited presumptively reatODBble overhead loadings to reasonable
levels;~ that the COlt of money factor uted to~ unit investment be set equal to
the audlorit.ed rate of~; directed BOCs to \lie .-t SCIS models and traffic -.lies
when perfonning investmellt studlea; and plOIIibited _-tmifonn oved1ead loadings baled on
jurisdictional arbitrage. TheIe decisioos· bave~ mduced the rate variation in BSE
rates of different BOCs but without unduly liIaitiDa die AmbiHty iJItllDded and permiued by
our new service rules. 1~ 'The remaining rate variation IelUlts from genuine cost differences
attributable to differences in demand characteristics or service areas, and is not by itself
indicative of unreasonable rates. 117

8S. In this Order, we direct Ameriteeh, kI1~, NYNBX, Pacific Bell, Nevada
Bell, and Southwestern Bell to recalculate thai.r ME rateI using a cost of money factor no
higher than 11.2S percent. We require Amerlteeh" NYNEX to recalculate their BSE rates
usin, a prospective teelmoloJy mix. We dnct BelS... to adjust its BSE rates to reflect an
administrative overhead factor consistent with the ABtII-bued overhead factor de8cribed in
Attachment C of this Order, or to provide substlDdal jUltifieation for a different approach.
We requite NYNBX to .. its '1'1ne Wayc-w....~ DO higher than its total,unit costs
for that BSE. We direct Ameritech to withdraw its CDIl ME from its tariff. With respect to
US West, we have concluded that its BSB rates filed on November 1, 1991, based. in part on
SCIS and in part on SCM, are iDcoIIsistent with the .. 12 aNA Order requiring BSIl rates
to be developed usiDg a COIISitteDt methodo1oIY, -' with our requirement that up-to-date
software be used for invs....t studies. We also cIiIact US West to l1lC8Iculate these rates,
based' on ~tative model offices, and an admiDistrative overhead factor consistent with
the ARMIS· overhead loIdiDg factor _ de8cribed in Attacbment C of this Order, or to
provide substantial justification for a different approach.

VI. ORDEIUNG CLAUSES

86. Accordingly, IJII...-.t to Sections 4(i), 40), 201(b), 203(c), 204(a), 205, aDd 403 of
the CemmurJi.cations Act, 47 U.S.C.1f lS4(i), 1~), 201(b), W(e), 204(a), 205, .. Am,
WE FIND that the 0peIl Neework ArehitoeCllae ... of the Ameritech Operating Companies,
Bell Atlantic Telephone COIDpIDies, BellSouth TeltJpIloae Companies, New Yark Telephone
Company and New EaglMd Telephone and TelegJaph Company, PacifIC Bell, Nevada Bell,
Southwestern Bell Telephone Company, and US West Communications, Inc., ARE
UNLAWFUL for the period those rates were ill effect.

87. Accmdingly, If IS ORDBRBD that Ameritecll. Operating CODlplDies, Ben. At'.atic
Telephone Companies, BellSouth Telephone Companies, New York Telephone Company and
New England Telephone and Telegraph Company, Pacific Bell, Nevada Bell, Southwestern

1111 AUDet Opposition at 2.

1M For a di8culsion of die relevance of SSE rate variation, .. Section m.A. of this Order, !!lID.

117 Ameritech Reply at 2; PacTel Reply at 1-2; Southwllltem Bell Reply at 8; NYNBX Reply at 6; Bell Adaatic Reply at
4.
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Bell Telephone Company, and US West Communications, Inc., SHAll. FILE tariff revisions
reflecting our fmdings in this investigation, as specified in paragraph 85 of this Order, no later
than 10 days from the release date of this Order. Por this pUlpOse, we waive Sections 61.58
and 61.59 of the Commission's Rules, 47 C.F.R. II 61.58, 61.59, and assign Special
Permission No. 93..1163.

88. IT IS FURTJIBR ORDBRED that,,.,,,· to Sections 4(i) and 205 of the
COIDIIIUIIications Act, 47 U.S.C. §I 154(i), 205, WE PaiSCRIBE that carriers implemeatiltg
Open Network Architectare mquirements sbaU base dJeir mtelDaking process on their ostinJate
of the prospective U£,~) investment ..-.ry to provide and maintain these
services, rather than embedded or booked costs associated with existing plant.

89. IT IS PUR.11IBR. OltDBRBD that autho~ is delegated to the Chief, Common
Carrier Bureau, as specified herein, to effect the deciSiOns set forth above.

90. IT IS Ft.JRTIIBR ORDBRED that the motion to accept late ftled pleading, filed by
the American Telephone and Telegraph Co., IS GR.ANTBD.

91. IT IS F'UR'11IBk ORDERBD that the motion to accept late filed pleading, filed by
the Metromeldia Communications CotpOration, IS GIANTBD.

92. IT IS FURTHBR ()RI)BRBD that the modon to accept late fIled pleading, fIled by
the Williams Telecommunieatims Group, Inc., IS GRANTED. . .

93. IT IS FUR11IBR ORDBRBDtbat a waiver of Sectioa 61.38 of the Commission's
Rules, 47 C.F.R. § 61.38, IS GIANTBD to Soudlweltem Bell Telephone Company with
respect to its packet switebillc BSB rates filed in Tl'IDsmittal No. 2146.

94. IT IS FUR'l'HBR ORDBItBD that the petition for waiver of the Part 69 QNA Order
filed by Ameritech Operating Companies, IS DISMISSED AS MOOT~

95. IT IS FUR11IBR ORDBRBDthat tbe inveltipdon and accounting order imposed by
the Common Camer II&lmau in CC Docket No. 92-91 IS TBRMINATED, with respect to the
Ameritech Operating Cotnp"'es, Bell AtlaDtic TeIeplIDDe Compaaies, BellSouth Telephone
Compuies, New Yort TelIpIK)ne Compaay IJld New EngIBad Telephone and Te1ep'aph
Company, Pacific Bell, Nevada Bell, and Soutbwestem Bell Telephone Company. .

FBDERAL COMMUNICATIONS COMMISSION

!J<JJ/, 7(-(~
Wi~F. Caton
Acting Secretary
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&i&QIX A

Parties FilirJl pirp;t; caw
May 18. 1112

The Ameritech Operating ca.pmies (Ameritech)

'!'he Bell Atlantic Telephone CCIIpInies (Bell Atlantic)

'!'he BellSouth Telepbooe CcIIpInies (Be]] South)

The rmEX Telephone CCIIpInies (lmI!X)

Pacific Bell

Newda Bell

Southwutem Bell Te1tIphcne CCIrpIny (SCJut:bIMetem Bell)

US west camuni.caticns, Inc. (tJS Nut)
'.

Part'· Fi1W eml ,,1 Dim;t ram'

NIMIda .Bell

pez:t1. Fililp ,..it" tp pirw;t caM!
Ost","! 16. 1m

Ad Hoc Telecamunieaticns Users CcIIID1ttee (Ad Hoc)

Allnet CalDL1ni.eaticn services, Inc. (Al.lnE)

American Telepxane and Teleq.r:aph C'aIpIny CAT'T)

General services AcilU.nisti:aticn (GSA)

K:I Telecacuunieaticns a:Jtpotaticn '.<ICn

Metraaedia caraamieaticns Col:pOraticn~)

us Sprint Camunieaticns C'aIpIny 1J.IIlitec1 Partnership (~int)

WUliaDs TelecamlJn1eations Group, Inc. (WUTel)



Pl#.W FiUpp ~i=
Nme!tler 13. 1992

1lmeritech

Bell Atlantic

BellSouth

NnEX

PacTel (Joint P4!ply filec1 by Pacific Bell- m:1 Nevada Bell)

Southwestem Bell

US west



fc
Attachment B

ESTIMATED EFFEcr OF COMMISSION ECONOMIC DETERMINATIONS ON BSE RATES ANJ VARIANCE
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Attacb=eat C

1. The Common Carrier Bureau has analyzed the data provided by the
BOCs in their Open "Network Architecture (OHA) filinqs and in their
direct cases in response to the OHA Inyestigation Order1 in support of
rates for basic service elements (BSEs). These data include invest­
ment, direct costs, and overheads associated with providinq BSEs on a
per unit basis. These data were analyzed as described in this At~ach­

ment to assess the reasonableness of the BOCs' BSE rates.

2. The instant order requires that BOCs make various adjustments to
their SCIS models and the post:"SCIS treatment of investment. The
Bureau believes that when the BOCs refile cost support in accordance
with these requirements, the unit investments will be reasonable.
Moreover, in several instances, we have determined that the direct
costs and overheads proposed by the BOCs are overstated.

3. The Bureau evaluated the relationship of .direct cost t.o direct
investment for the BSEs. J. Althouqh we authorized some carrier flexi­
bilit Y in cos ting methodology in the Part '9 IOVA order~, we· are con­
cerned that in many instances BOCs provide direct costs ratios that
appear higher than their historical levels . We do not find adequate
explanation in either the filinqs or direct cases and we have therefore
sought some other method to identify reasonable costs.

4. The most reliable information before us on relationships between
direct costs and direct investment is in the ARMIS database. As a basis
of comparison, the Bureau computed ratios of direct cost to direct
investment from data for the local switching element in ARMIS.· While

1 .su. 7 FCC Red 1512, Common Carrier Bureau, 1992 (ONA lnyes tigAtiQn

Order) •

J Companies are required, as part of their new services showing, to
provide us wi th these ratios.

J SU' FCC Rcd at 4531 •

• The Bureau computed the direct costs, total costs, and investment
from ARMIS using data from ARMIS charts 43-01 and 43-04. Plant costs
were developed using plant amounts reported in ARMIS ch~rt 43-04,



the cost categories in ARMIS are not specifically identified as direct
costs or overheads, analyses of the costs claimed by the companies
reveals that some categories can be identified exclusively as either
direct costs or as overheads, while some categories include both kinds
of costs.

5. The direct costs for the local switching element in ARMIS in­
clude, at a minimum, the plant specific expenses, depreciation, return,
and taxes associated with central office equipment, informa­
tion/originationterminationequipment,andcableandwire.jacilities.
overhead costs include the plant specific expenses, depreciation,
return, and taxes associated with general support facilities" and the
two categories of expense reported in ARMIS as Customer Operations­
Marketing and Corporateaperations expenses. The onlyother categories
of expenses in ARMIS are the Plant Non-specific and Customer Opera­
tionS-Services categories. These categories in ARMIS contain b~th

direct and overhead expenses. Because these two categories contain
both direct and overhead costs, we computed an upper lim! t of the direct
cost to direct investment ratio from this data, assuming all of .the
costs in these categories is direct cost.

6. Although the ratio of direct costs to direct investment may vary
among services in a category, this upper limit should be large enough to
capture all but the most unusual cases. Therefore, we believe that this
upper limit ratio appears to be the maximum reasonable ratio of direct
cost to investment for any individual service included in a category,
absent a justification from the company. 5

7. Reasonable overhead loading factors were estimated in a similar

cOlllputed at the authorized rate of return of 11.25 percent. Taxes were
comJ;?uted at the tax rate implicit in the ARMIS report. Since the ratios
derived from ARMIS data appear to be fairly consistent over time, the
analysis used data for 1991, the latest year available.

5 The results, using the ANI BSE as an example, are displayed on the
foliowing chart. Refiled rates for all BOCs should not reflect direct
costs and overheads ratios qreater than the upper limits reflected on
the chart.
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manner. As explained above, there are two cateqories of costs that
contain both direct and overhead costs. He computed an upper limit of
overhead cost to total cost from this data, assuminq all of the costs in
these cateqories are overhead costs. The ratios of the total costs for
aSEs to the direct costs were computed to determine the overhead
loadinqs factors used by the BOCs. We compared these ratios to the
upper limit of the ratio of the switchinq costs to direct switching
costs computed from ARMIS.

8. The new services showinq allows companies to set their rates at
direct costs plus reasonable overhead loadinqs. He believe the upper"
limit overhead loadinq factor computed from ARMIS is the maximum
overheadloadinqwhich1sreasonable,absentfurtherexplanationbythe
companies. companies have offered no explanation for the need for
greater than normal overheadloadinqs in the case of ONA. Therefore, as
explained in tex t, the companies' overhead loadinqs will be lim.i ted to
the benchmark computed from the ARMIS data absent a justification for
any qreater loadinqs •
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