
HYMEX GoItemment Afta.rs
1300 I Street NW SUite 400 West Washington DC 20005
202·336·7891

Kenneth Rust
Director
Federal Regulatory Matters

EX PARTE OR LATE FILED

DOCKET FILE COpy ORIGINAL

NYNE

July 25, 1994
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Mr. William F. Caton
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Re: DA 93-1537 and CC Docket No 94-1/

Dear Mr. Caton:

RECEIVED

rJU[' 2;5 -199.
FEDERAL C~MUNICATIOOS COMMiSSi()l\'

OFFICE OF 1t\E SECRETARV

Today, Mr. Frank Gumper, Ms. Susanne Guyer, and I, representing the NYNEX Telephone
Companies (NTCs) met with Mr. Greg Vogt, Chief-Tariff Division, and members ofhis staff,
David Nall and Mark Uretsky, regarding the items captioned above.

The attached material served as the basis for the presentation and the ensuing discussion. The
purpose of the meeting was to apprise the TariffDivision ofthe state of competition in the
NYNEX area as it pertains to the NYNEX Universal Service Preservation Plan (USPP) and how
the concepts of the USPP are in accord with the Access Reform principles being considered in CC
Docket 94-1. The views expressed by the NTC representatives were those already put forth by the
NTCs as part of the record in the items captioned above. Any questions on this matter should be
directed to me at either the address or the telephone number shown above.

Sincerely,

-h
Attachments

cc: G. Vogt
D. Nall
MUretsky No. of Copies rec'd,--{)_·_J-_'
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NYNEX Recycles



NYNEX USPP RATE PROPOSAL

Current
(cents)

Zone 1 Zone 2 Zone 3

Multiline 3.9 3.9 3.9

Single line 3.9 3.9 3.9

Proposed
(cents)

Zone 1 Zone 2 Zone 3

Multiline 2.0 2.7 2.7

Single line 3.6 3.6 3.6

Proposed Contribution
Recovery

Original Plan:
$1.641presubacribed line per
month (indexed) bilted to IXC

Modified Plan:
$O.641pr.aubscribed lile;per ,
month (not indexed) b· :::n

iii ~ m
to IXC I~B I'\,) 0

.i!il c"" m
~ii t8 <

Remainder billed to ,.... {!'
IXCs using NYNEX region
toll market share
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~.." Is now I,on borrowed time,
~ to the rush of technology and
~ in the mark,etplace.

,lilt wh. I1\tIt lawrnlken agree
tb8tatl of the mal••1boukl be allowed
to.... di~I,.~ .are deeply
divided over just how fast to free the
~ Baby Bells. While competi
ticJIriJ increasingly featiblein terms
of .C*IImolo8Y. it remains almost non
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IIMIed. only four states have al-
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wIiIIIWbe established providers of 10_..-one service.
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....Bell Companies Use Regulations to ThwartRi".l.

L.....__----:-,-- . _

..--

have authorized rival companies to
offer what indus-lTy executi~ call
"P.O.T.S." - plain old te.......
service. Rivals like Teleport a MFS
generated only $251 million or. rev.
nues last year - paltry beside the
roughly $90 billion of revenues f. the
established telephone giants.

Telephone companies say the
blame lies primarily with local ....
lators, who have used reaulated tele
phone prices to construct elaborate
subsidies, Residential phone prices
are kept artificially low, they COD
tend, while business services •• In
flated. These subsidies are pQulble
only in a regulated monopolyeniriron
ment, because competitors ~ in
stantly undercut prices that ate far
above actual costs.
, "Companies like AT&T, SprlM and
Teleport want to exploit business 0p
portunities that exist solely betause
of the regulatory enVironment," saki
James Ellis, general coutI~1 for
Southwestern Bell, whicbhas W. an
aggressive opponent or Ioc:alc~
tion. "It's an artificial situatlo""

Big Fines Del1l8llded
Even so, the Bell conqaaDtes!lave

been tenacious in raisbll ob~ is
sues. In 1992, Bell Atlantic setzel. a
Federal court decision that requited
AT&T's long-distance riYals te dis
close their prices. Bell AtlanUc ar
gued that the case alsoa"ledtolts.
rivals and asked the F.C.t.~to~
their services illegal. on. JJ;;........ :
Atlantic demanded that th~-eo-tl-I
sion fine each competitor ~ i~ terri- ,
tory $1 million a customer~

Likewise, the Bell~Corpora
tion and other compan1e1l wa;ed a'
shrill campaign two years ~go to pte
vent the F.C.C. from fOJ1CinlJocaI
telephone companies to Ie. riv." .
up their own equipment on BeU.
pany premises. At one pt, i_
South's chairman, John L. iClendeIaiD,
wrote a blistering letter td an F.e.C.

works, which already pass by more
than 90 percent of aU Amertcan
homes. Time Warner ~
reached an agreement in RoeJreater
to offer residential phone.,rvi~'"
Southwestern Bell applied to~
ag!iinst Bell Atlantic in Ma~
usmg cable television systeMl It
owns there to offer phone serv!iee.

Regulatory Hurdlei
. Still, largely for regulatory .....
sons, the competition is more thaeret·
ical than real.

Only four states - Illinois, Mary
land, New York and WasllJngton -

build nationwide wireless tele"
networks. Both companies also com
pete against local Bell companies for
in-state long-distance calls. .

Perhaps most important, cable
television companies are raclna to
offer both telephone and data com
munication services over their net-

I

N.H. I

~1.SS·li
CONN.

N.J.
DEL. .
MD. i

The New York Tin/{'.'

the M.idwes.~t has developed a detail.ed
plan under which rivals would be
allowed to lug into its network bel
provide a full range local services.
.Just last week, Hlin is approved an
application by MFS t become a full·
service telephone ca rier..-----..;.---+-------,

Nynex Lets ivals In
In New York, wh re state regula·

tors were among the first to press for
competition, the Nynex Corporation
has opened itself to fUll-service rivals
like MFS and Teleport. "To Nynex's
credit, it's worked out," said Lisa
Rosenblum, vice chairwoman .of the
New York Public Service Commis·
sion. "They have seen that the world
is very different." ,

Royce M. Holland, president of
MFS Communlcatibns, suggested
that regional companies that cooper·
ate with competitors should be re
warded. "The regional Bell compa·
nies should no longer be viewed as a
monolith," he said. "We think compa·
nies like Nynex and Amerltech oUJht
to be let into the long-distance busi·
ness five years before companies Uke .

1_,~I:'Jl:~s agr;e with the netl
companies that the traditional regu
latory practice of separating commu
nications companies into protected
fiefs is out of date, gi",en that technol
ogy tias created a trend toward com·
petition among teleAJ!one, cable tele·
vision and computeri services.

Teleport and MF~ have each built
fiber-optic networks! in more than a
dozen cities that prc)vide serviceS'to
big corporate cust<jmers. Long-dis
lance companies like AT&T and MCI
Communications ate edging back
into local markets as hoth move to

States that have approved
ri'fallocal phone companies
for full competition.

Where Competition Is Allowed
States that have sai~ theyt intend to approve ri als,

~ but have not yet do e so.
-lo...; ..... I,1 ..... 4 !=t~~~"j....'~'')9!:l;J~;9J~~ .. *" W'~......

..-._• ...- and GaJves--··.•·.·,...•BIb•....•....... ".. '. B..eD.•.t~.. to sh.ut it.. .•••. " ~ used. lines
~ ...... ". . SGudtwettem, allowed,'&'' .. to ~l hotels in
! •. . • .• by aWc.bt& a leeal phone!
i..•'; .......m Ben complained!
'.__ ~"." not a.. lIowed·i;.- . _ '.' . refused to aaree to a
I.... of reltriCtiOnS, SouthWestern
! . . die boaeIs' numbers in

I tory. .'..•••LUt!~.:.. a. -:-.. state court!

f

- It... .•. - 1507 million in'. '. cia" ... "SiU1t1western Bell

:~...•.•..•. ···.~ma-=:.. _hasretused to pay.
. . when Maryland rqulators
_~rinlto certify a new com-

I~.. ·_..'. ,-"5 Com.munications of Oma
... CO~ for basic telephone
ll\IIItIIII:e, Belt· Atlantic argued that
...w reimburse it for almost
... 'revenue it iost from each cus
!...·.cWeeted.
. .........team of economists led
I~..... C•. XAIlIIn - who was one of!-",t JiMmy Carter's top advis
:._ Goven'UIlfJDt ereaulation 
:"_n*~'lbatMFS should'.U.... a iionda for every busi........ _ .. it sllried up,1.-..... the.. ·COlt of the line itself
i~..4R1IyItUl a month. The rest of
:. . .... '~"""'.'.'_ •. ". Bell Auan.tic ar-
I -was _eover the cost of subsi-

that ~. residential telephone
I.- cIMlaP. After enormous de
I~Maryland offltlals cut MFS's
'if..' to "'t $20 a line.III -. tome ........1 tele-
! . cornplllliel have been more re-
! ..•. to competition. Ameritech
I ..., which ill based in Chicago and
! .,.... 1"",1 phone romoanl., in



Fred MelufDr The~ York Times •

Jteaional telephone~ that ...... with rivals ~ld be ..
rewarded, laid Royce·M. MoHand.~t of MFS Communications, :
which haa begun to compete with the Bell companies in basic service. .'
----------------~-----------~,.

commissioner, Ervin S. Dugan, ac- w.s lIOId to MFS CommW'JfCations. i .
CUIiIlg him of falling to understand "If you're a competitor AAd you're f
the laue. ~ abOUt investing a lot of mon-', .

At the, 1,0081 level, tren',cb•• , warfare; ,'i".in this Ita,"" you staru,,*". in.g y,our-, ~baa been persistent. In Texas, South-:, If, 'Why? Why should I to through ,
weaIern Bell went to court to stop a :athis?'c''' sOt Bill Magne_, head of ' •
....1C$~y called <:entex Tele-' Communications Coautb of Tex- I '

~,,ent from ofterlrtc a pa,ct- a$, 'an association t!tat includes con- '
... ,of Ilel"Ylces to small busjnesses. I_mer &rOUP', cable com,.mes like
1be company recently wrote off mil- Time Warner and aspirin. rivals like
lions of ~I~rll in legal expenses, and Teleport Communications.
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June 23, 1994

EX PARTE

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, NW Room 222
Washington, DC 20554

Re: DA 93-1537, The NYNEX Universal Service
Preservation Plan

Dear Mr. Caton:

NYNE~

RECE\VE""

JUN 23 '*
~tDlOJW~

fS)EfW.(JfUfI~ARV

Based on discussions with the Policy and Program Planning Division Staff of
the Common Carrier Bureau, NYNEX 1S exploring alternative pricing
scenarios for the Universal Service Preservation Plan ("USPP") that was filed
with the Commission on December 15, 1993. These alternative pricing
scenarios would limit the scope of the waiver request. The attached
information should assist the staff in determining the impact of the USPP if it
were limited to smaller geographic areas in the NYNEX region and if it were
limited in the type of rate elements tha.t would be affected.

Attachment 1 summarizes the factors that warrant a waiver of the
Commission's Rules to permit NYNEX to implement the USPP.

Attachment 2 provides a price-out of various alternatives to the original
USPP rate structure, with corresponding estimates of the impacts on large,
medium, and small interexchange carriers. The alternative scenarios show
the rate levels and carrier impacts if the USPP were limited to New York and
Massachusetts only, to New York only, or to New York Zone 1 only. In
addition, the alternative scenarios show how rates and impacts would change
if the Local Switching rate elements were not affected by the plan.

The staff should note that the scenarios which are limited to New York do not
include the $25 million rate reduction proposed in the original plan. The



amount of rate reduction that NYNEX could include in a plan that was
limited to the State of New York, or to New York Zone 1 offices, would depend
on how much of the contribution amounts could be shifted from usage-based
traffic sensitive rate elements to per-presubscribed line ("PSL") charges or to
market share allocation methods, on the effect on access customers of the
ultimate rate structure, and on NYNEX's ability to achieve the necessary rate
levels.

NYNEX continues to support its original plan, with the modifications
suggested in NYNEX's Reply Comments, because NYNEX is facing increasing
levels of competition throughout its service area. NYNEX is providing this
information to be responsive to comments and interests expressed by the FCC
staff. None of the alternative scenarios presented in the attachment would
recover contribution amounts through market share mechanisms. However,
the Commission should consider permitting NYNEX to include a market share
allocator, such as the one that NYNEX proposed in its Reply Comments, to
moderate the differences in impacts of the USPP among regional
interexchange carriers.

Attachment 3 deals with questions raised by the FCC staff about the
recovery of certain Local Switching costs through flat-rated charges in the
USPP. It provides a discussion of the Joint Board and Commission orders
dealing with recovery of nontraffic-sensitive costs in the Local Switching
charge. It shows that the USPP would not contradict the Commission's
findings about the underlying costs of Local Switching service.

Please call me if there are any questions about this material.

Sinc~,

4asa,,~~

cc: R. Metzger
. J. Schlichting



.-\ttachrnent 1

FACTORS \}lHICH JUSTIFY A WAIVER
TO llvfPLE~1ENT THE USpp

• First LEC to File Physical Collocation Tariffs

• The State Regulatory Commission has Granted CAPs the Status of Local Exchange
Telephone Companies ...

• The State Regulatory Commission has Assigned NXX Codes to the' CAPs ...

• At Least Three CAPs Operate Switched Services ...

• CAP Switches Can Subtend NYNEX Tandem Switches with the Status of Class 5 Switches
in the Network Hierarchy ...

• NYNEX has Mutual Compensation and Meet-Point Billing Arrangements with the CAPs ...

• NYNEX has Connected Over 100 OS 1 Switched Access Trunks to Collocated CAPs ...

• NYNEX has Received Orders to Disconnect 32% of its Switched Access Trunks Below
59th Street in New York in the Offices \Vhere the CAPs are Collocated ...

• NYNEX has Unbundled its Business and Residence Exchange Services into "Link" and
"Pon" Elements ...

• NYNEX has the Highest Concentration of Traffic in the Nation-

• 80% ofNYNEX's New York Switched Access Revenues are Generated in
LATA 132'"

• The Five Boroughs of New York City Produce Almost Half of NYNEX' s Total
Telecommunications Revenues, and More Revenues than 46 Other States ...

• The Areas Where the CAPs Provide Service Cover 41% ofNYNEX's Business
Lines (Generating 35% of the Total Business and Access Revenues) in New York,
and 32% of NYNEX' s Business Lines (Generating 28% of the Total Business and
Access Revenues) in Massachusetts

• Business Loops Per Square Mile in Manhattan are 2000 Times Greater than in
Upstate New York ...

• CAPs Offer a Full Range of Local Exchange Services Plus Integrated Long Distance
Services ...

• NYNEX has the Highest Proponion of Interstate Access Revenues vs. State Access
Revenues

• NYNEX bas the Highest Proponion of Interstate Investment vs. State Investment

• NYNEX has the Greatest Amount of Contribution Recovery in Interstate Rates

... (Denotes facts that only apply to New York)
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~~EX CSPP SCE~ARIOS

~NEX USPP • "As Filed"
LJSPP as originally filed is applied to the entire :'P0~r:X area The NECA long term suppon is recovered
by toll market share, while the amounts removed from Carrier Common Line (CCL), Local Switching (LS)
and Interconnection Charge (IC) are recovered by indexed presubscribed lines (PSLs) This scenario
includes a $25 million revenue reduction as pan of the plan

NYNEX USPP - HModified Plan"
The modified USPP also includes the entire NYNEX area but proposes an alternative means of recovery
from the amounts removed from the usage rates, The NECA long term support, and the amounts removed
from the LS and the IC are recovered based on toll market share, while the CCL is recovered by PSLs
This scenario also includes a $25 million revenue reduction as part of the plan.

Alternative Scenarios 1 & 2
Alternative scenarios 1 and 2 illustrate the USPP ifit was to be approved only for the states of New York
and Massachusetts which have a relatively greater market penetration by competitive access providers.
These scenarios include the CCL, LS, and Ie rate elements in the plan. Scenario 1 recovers contribution
amounts through PSLs while scenario 2 recovers the contribution through indexed PSLs. These two
scenarios include a $25 million revenue reduction as part of the plan.

Alternative Scenarios 3 & 4
Scenarios 3 and 4 apply the plan in the state of New York on the assumption that the plan would be
applied initially to the area that has the most intense level of competition. These scenarios also include
eCL, LS and IC rate elements Because the plan would expose NYNEX to increasing competitive
inroads in other areas, the $25 million rate reduction would not be included under these scenarios or the
remaining scenarios where the plan is applied only 'to New York or New York Zone 1 only Scenario 3
recovers contribution amounts through PSLs while scenario 4 recovers the contribution through indexed
PSLs.

Alternative Scenarios 5 & 6
Scenarios 5 ap.d 6 apply the USPP in New York only and include the CCL and IC rate elements in the plan.
These scenanos do Dot reflect a'reduction in rates for single line customers because these scenarios do not
shift the nontraffic-sensitive portion of Loca! Switching to the PSL charges. Scenario 5 recovers
contribution amounts through PSL charges, and scenario 6 uses indexed PSLs.

Alternative Scenarios 7, 8 & 9
Scenarios 7, 8, and 9 apply the USPP to Zone 1 only in the state ofNew York. These scenarios mclude
the CCL, LS and IC rate elements and they differ only in the respect to the method of recovery of
contribution amounts. Scenario 7 uses PSLs for the entire state ofNew York. Scenario 8 uses mdexed
state PSLs, while scenario 9 uses Zone I PSLs Scenario 9 produces a much larger PSL rate due to the
smaller number of subscriber lines in Zone 1
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Page:: of 12

~Y~EX CSpp SCE~ARlOS

Alternative Scenarios 10~ 11 & 12
Scenarios 10, 11, and 12 apply the CSPP to Zone . in ~ew York only and include the CCL and IC rate
elements in the plan Usage rates remain at current levels for all categories except multiline business Zone
1 Scenario lOuses PSLs, scenario 11 uses indexed PSLs, and scenario 12 uses Zone 1 PSLs The PSL
charge increases substantially when the charge is applied only to Zone 1 subscriber lines

Analysis of USPP Scenarios
A summary of the above scenarios is illustrated on pages 3 and 4 of this attachment This summary
includes the subsidy amounts for CCL, LS, IC and total. The summary also includes a rate per PSL and
usage rate impacts for each scenario. Page 5 of this attachment shows the anticipated change in revenue
for small, medium and large IECs by scenario Reallocation of revenue and switched access rate impacts
for each scenario are included on pages 6 through 12 of this attachment



uspp - Analysis of Alternative Scenarios AttadlllH'nl 2
Pagl'] of 12

~eoariQ Subsidy Elements ($Millions) Usagl' R.lll' Impact
CCL LS !e TOTAL Zl Z2/Z3

ML SL ML Sl.

uspp as filed $lll.6M $131.4M $27.6M $270.6M ($1635/ PSt) $.02 $.035646 $.027452 $.015646
(includes S25M revenue reductio -- -- $25M $25M

USPP Modified Plan $111.6M $131.4M $27.6M $2706M ($O.643/PSI.)* $.02 $035646 $.027452 $.OJ5Mh
(includes S25M revenue reductio - -- $25M $25M

USPP for NY and Mass.
(includes S25M revenue reduction)
I. CCL + LS + IC $99.5M $1l8.5M $21.3M $239.3M ($1.58/PSt) $.02 $.035464 $.027270 $IU5-1h·1

(PSls) -- -- $25M $25M

2. CCI. + LS + IC $99.5M $1l8.5M $213M $239.3M ($1.66/I'SL) $.02 $.035464 $027270 $1)\5-1h·1
(Indexed PSLs) -- -- $25M $25M

USpp for NY only
tno revenue reduction)
.1 ({I -t LS + IC $87.9M $95.2M $40.5M $223.6M ($2.05/PSt) $.02 $.015087 $ 0268lH $01')OH7

(1'Sl.s)

4. CCL + IS + IC $87.9M $95.2M $40.5M $223.6M ($2.14/ PSt) $.02 $035087 $0268Y\ 'Ii OY-'OH7
(Indexed PSLs)

5. CCL + IC $87.9M -- $61.7M $149.6M ($1.37/PSL) $.02 $.038698 $030504 $ ()1Hh9H
(PSLs)

6. CCL+ IC $87.9M -- $61.7M $149.6M ($1.43/PSt) $.02 $.038698 $.030504 $0186')H
(Indexed PSLs)

USPP for NY Zone 1
(no revenue reduction)
7. CCL + LS + IC $49.7M $27.8M $44.7M $122.2M ($1.12/PSL) $.02 $.035809 $.0386'-)8 'Ii 03H69H

(PSls)

/{ «I t IS t Ie $49.7M $27.8M $447M $122.2M ($1.17/PSL) $.02 $.035809 $0386Y8 $lnHh9/{
(Illdl')'l'd 1'S1.s)

,/ «I. -t LS + Ie $49.7M $27.8M $44.7M $122.2M ($3.88/ PSL) $.02 $.035809 $03HblJH $ (l.\Hh'JH
(Zone I PSLs)

* CCL Multiline Bulk Billed via PSLs - All Others recovered via Markel Share



usrr -Analysis pf Alternative S~enariQ~ Alldchnll'1l1 2

I'dgt' 4 01 12
USdge \{dh' Impdct

ZI Z2/Z1
ML ~L ML. SI.

~~ruuiQ

10. CCL + IC
(PSLs)

11. CCL+ IC
(Indexed PSLs)

12. eCl + IC
(Zone 1 PSLs)

Subsidy Elements ($Millions)
eeL LS lC TQTAt

$49.7M $617M $l11.4M ($1.03jPSt)

$49.7M -- $61.7M $111.4M ($1.07 j PSt)

$49.7M -- $61.7M $11 14M ($3.53jPSL)

$.02

$.02

$.02

$.038698

$03869H

$1I1H698

$038698 $03KbYH

$038698 $ lnK6YH

$018b9H $O~HhWi
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L,:\.RGI \1EQ[C~l S\lALL

USPP as filed U.92()' -.+.68 °'0 -8.63°iJ
(includes $25M rev. reduction)

uspp Modified Plan 1.5400 -5.17% -14.40%
(includes $25M rev. reduction)

USPP for New York and Mass.
($25M revenue reduction)

1. CCl + LS + IC 3.07% -7.76% -17.82%
(PSLS)

2. CCl + LS + IC 0.39% -5.93% -8.44%
(Indexed PSLS)

USPP for New York only
(no revenue reduction)

3. CCL + LS + IC 4.24% -4.98% -14.16%
(PSLS)

4. CCl + LS + IC 171% -2.03% -5.15%
(Indexed PSLS)

5. CCl + IC 3.40% -3.80% -13.09%
(PSLS)

6. CCl + IC 171% -1.82% -7.06%
(Indexed PSLS)

USPP for NY Zone 1 only
(no revenue reduction)

7. CCl + LS + IC 2.58% -3.28% -10.29%
(PSLS)

8. CCl + LS + IC 1.20% -1.66% -5.35%
(+ndexed PSIS)

9. CCL + LS + IC 1.65% -1.78% -8.48%
(Zone 1 PSIS)

10. CCL + IC 2.50% -3.03% -10.28%
(PSLS)

11. CCL + IC 1.24% -1.56% -5.78%
(Indexed PSLS)

12. CCL + IC 165% -1.67% -8.63%
(Zone 1 PSLS)



NY~EX USPP • HAs Filed"

All States included - Revenue Reduction of S2~M

Reallocation of Revenue from MOU Rate Elements -

Rate Element Subsidy Amount Alternate Recovery
Removed Mechanism

(Indexed PSLs)
Carrier Common Line S111.6 M SO.68

Local Switching S131.4 M SO.79

Interconn. Charge S27.6M SO.17

Total S270.6 M * S1.64

>I< Reflects $25 M Reduction

Switched Access Rate Impact - NYNEX USPP - ~As Filed"

-\ttachment ::
Page 6 of 12

Rate Element Current Zone 1 - Zone 1 - Zones 2 & 3· Zones 2 & 3-
Rate Multiline Sinale Line Multiline Single line

CCL S.008248 5.000000 5.008194 5.o00ooo S.008194

Local Switch. $.014705 5.011653 5.011653 5.011653 $.01l6~3

LTIDT·TS 5.002740 $.002740 S.002740 5.002740 S.002740

Interconn. Chi. $.013059 $.005607 $.013059 5.013059 $.0130~9

Total $.038752 5.020000 $.035646 $.027452 S.03~646

Rate Elements Impacted:



NYNEX t:SPP - "'Iodified Plan"

All States included - Revenue Reduction of S25M

Reallocation of Revenue from MOU Rate Elements -

Rate Element i Subsidy Amount Alternate Recovery
Removed Mechanism

(Indexed PSLs)
Carrier Common Line $111.6 M $0.64

, Local Switching I $131.4 M (Market Share)

I I

! Interconn. Charge $27.6 M (Market Share)

Total $270.6 M * $0.64
I
I

.. Reflects $25 M Reduction

Switched Access Rate Impact - NYNEX USPP - ··Modified Plan"

-\ttacnment :
Page 7 of I:

Rate Element Current Zone 1 - Zone 1 - Zones 2 & 3· Zones 2 & 3-
Rate Multiline Sinale Line Multiline Sinale line

CCL $.008248 $.000000 $.008194 5.o00ooo $.008194

Local Switcb. $.01470! 5.0116!3 5.0116!3 $.011653 $.01l6!3

LTIDT-TS $.002740 $.002740 $.002740 $.002740 $.002740

Interconn. Chi. $.0130!9 $.005607 $.013059 $.013059 $.013059
I

Total $.0387!2 $.020000 $.03!646 5.027452 $.035646

Rate Elements Impacted:



Scenarios # 1 & 2

New York & Massachusetts only; 525M Revenue Reduction

Reallocation of Revenue from MOU Rate Elements -
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Scenario #1 Scenario #2
i Rate Element Subsidy Amount Alternate Recovery Alternate Recovery

I
Removed Mechanism Mechanism

(PSLs) (Indexed PSLs)
I Carrier Common Line ! 599.5 M 50.66 SO.69
I I,

Local Switching i 5118.5 M 50.78 50.82
I
I

Interconn. Charge 521.3 M 50.14 SO.15

Total 5239.3 M * 51.58 51.66

*Reflects 525 M Reduction

Switched Access Rate Impact - Scenarios # 1 & 2

Rate Element Current Zone 1 - Zone 1- Zones 2 & 3- Zones 2 & 3-
Rate Multiline Sinlle Line Multiline Sinlle line

CCL 5.008248 $.000000 5.008194 $.00000o 5.008194

Local Switch. 5.014705 $.011471 5.011471 5.011471 5.011471

LTIDT-TS $.002740 5.002740 5.002740 5.002740 5.002740

Interconn. ChI- $.013059 $.005789 5.013059 5.013059 5.013059

Total 5.038752 5.020000 5.035464 5.027170 5.035464

Rate Elements Impacted:



Scenarios # 3 & 4

New York only; No revenue reduction

Reallocation of Revenue from MOU Rate Elements -
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Scenario #3 Scenario #4 I

I Rate Element Subsidy Amount Alternate Recovery Alternate Recovery II Removed Mechanism MechanismI
I(PSLs) (Indexed PSLs)

Carrier Common Line 587.9 M $0.81 $0.84 I
I

Local Switching I $95.2 M $0.87 $0.91

Intereonn. Charge 540.5 M $0.37 $0.39

i
Total ! $223.6 M $2.05 $2.14

I

i

Switched Access Rate Impact· Scenarios # 3 & 4

Rate Element Current Zone 1 • Zone 1 - Zones 2 & 3- Zones 2 & 3-
I

IRate Multiline Sinale Line Multiline Sinale line
eCL $.008248 $.00000o $.008194 5.00000o $.008194

Local Switcb. $.014705 5.011094 5.011094 5.011094 $.011094

LTID:t'-TS 5.002740 5.002740 5.002740 5.002740 $.002740 I
i

Intereonn. Cbl. $.013059 5.006166 $.013059 5.013059 $.013059 !

Total $.038752 $.020000 5.035087 $.026893 5.035087

Rate Elements Impacted:
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Scenarios # 5 & 6

New York only; ~o revenue reduction

Reallocation of Revenue from MOU Rate Elements -

ISScenano # cenarlo #6 ;
Rate Element Subsidy Amount Alternate Recovery Alternate Recovery

1

Removed Mechanism Mechanism :

(PSLs) (Indexed PSLs)
I

I

Carrier Common Line $87.9 M ,$0.81 $0.84 I
I

i

Local Switching - - -

Intereonn. Charge $61.7 M $0.56 $0.59

Total $149.6 M $1.37 $1.43

Switched Access Rate Impact - Scenarios # 5 & 6

Rate Element Current Zone 1 - Zone 1 - Zones 2 & 3- Zones 2 & 3- I
Rate Multiline Sinl:le Line Multiline Sinlle line

CCL $.008248 $.000000 $.008194 $.00000o $.008194

Local Switcb. 5.014705 $.014705 $.014705 5.014705 $.014705
. I

LTIDT-TS $.002740 $.002740 : $.002740 5.002740 $.002740
,
I

I i
Interconn. Cbl. $.013059 5.002555 $.013059 5.013059 $.013059 !

I

i
,

Total 5.038752 $.020000 5.038698 5.030504 5.038698

--

Rate Elements Impacted:



Scenarios # 7, 8 & 9

New York Zone 1 only; No revenue reduction

Reallocation of Revenue from MOV Rate Elements -
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Scenario #7 Scenario #8 Scenario #9 I

: Rate Element Subsidy I Alternate Recovery . Alternate Recovery Alternate Recovery
Amount i Mechanism Mechanism Mechanism
Removed (PSLs) (Indexed PSLs) (Zone 1 PSLs only)

Carrier Common Line $49.7 M $0.46 $0.48 $1.58
i

Local Switching $27.8 M $0.25 $0.36 $0.88

Interconn. Charge $44.7 M $0.41 $0.43 $1.42

Total $122.2 M $1.12 $1.17 $3.88
I

I i

Switched Access Rate Impact - Scenarios # 7, 8 & 9

Rate Element Current Zone 1 - Zone 1 - Zones 2 & 3- Zones 2 & 3-
Rate Multiline Sinlle Line Multiline Sinlle line

CCL $.008248 5.000000 $.008194 $.008194 $.008194

Local Switch. $.014705 5.011816 $.011816 5.014705 $.014705 I
I

i
LTlDt-TS 5.002740 $.002740 5.002740 5.002740 $.002740 I

Interconn. Chi. 5.013059 5.005444 5.013059 $.013059 $.013059

Total $.038752 5.020000 5.035809 5.038698 $.038698
I

Rate Elements Impacted:



Scenarios # 10, 11 & 12

New York Zone 1 onlv; ~o revenue reduction

Reallocation of Revenue from MOU Rate Elements -
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i Scenario #10
i

: Scenario #12Scenario #11
Rate Element Subsidy Alternate Recovery Alternate Recovery Alternate Recovery

Amount Mechanism Mechanism Mechanism
Removed . (PSLs) (Indexed PSLs) (Zone 1 PSLs onlv)

Carrier Common Line $49.7 M $0.46 $0.48 $1.58
i i

Local Switching - - - -

Interconn. Charge $61.7 M $0.57 $0.59 $1.95

,

I

I Total $111.4 M $1.03 $1.07 $3.53
I

Ii

Switched Access Rate Impact - Scenarios # 10, 11 & 12

I Rate Element Current Zone 1 - Zone 1 - Zones 2 & 3- Zones 2 & 3-
i Rate Multiline Sinlle Line Multiline Sinsde line
CCL $.008248 5.000000 $.008194 $.008194 $.008194

Local Switch. 5.014705 5.014705 . $.014705 $.014705 $.014705
i
i

LTfD.T-TS 5.002740 $.002740 $.002740 $.002740 $.002740

Interconn. Chi. 5.013059 $.002555 $.013059 5.013059 $.013059

Total $.038752 $.020000 $.038698 $.038698 $.038698

Rate Elements Impacted.
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mE APPROPRIAlENESS OF MOVING mE NON-TRAFFIC SENSITIVE LOCAL
SWITCHING COSTS FROM A MINUTE-OF-USE CHARGE TO A FIAT-RATED
CHARGE AND WHY APPROVAL OF mE NYNEX WAIVER WOULD NOT oPPOSE
PREVIOUS COMMISSION ACTION NOR WOULD IT PREDETERMINE 1HE FINAL
COMMISSION ACCESS REFORM PROCEEDING.

Nei1ber 1be Federal/SUIte .ilint Board oor 1be ComnUsion lIIve stBRd dIIt 1be dis1indion
between NTS and TS local swit£bing cos1s does oot exist

Granting a waiver to allow the recovery of NTS port costs on a flat rated carrier charge
would not oppose any previous Commission action. A careful reading of the record reveals
that neither the Federal-State Joint Board nor the FCC stated that the distinction between NfS
and IS costs in Category 6 did not exist. In its Order in CC Docket No. 78-72,1 the
Commission adopted the Federal-State Joint Board's recommendation to eliminate the
requirement that LECs distinguish local dial switching investment's between NTS and IS
costs. In its Recommended Decision and Order, the Joint Board supported its
recommendation stating: 1) "We believe that with the changing technology and the
introduction of digital switching systems, the distinction between NTS and IS costs in
Category 6 has become difficult to calculate and justify." 2) "We believe that the existing
NTS and IS studies for COE equipment are outdated." 3) "We believe that the benefits of
maintaining the distinction between NfS and IS costs in Category 6 are outweighed by the
benefits of the simplification that would result from eliminating this distinction." 4) "We
believe that the results achieved by updating the NTS and IS studies for Category 6 COE
would not justify the expenditure of the large amount of resources required..", and 5) "In
summary, we believe no compelling reason exists to continue to require the carriers to incur
the cost of splitting Category 6 investment into NTS and IS components".2

The .ilim Board actiOIB wele taken to revelSe die trend of .. iDcJeMing U*1S1* assigJunem
and to si~ 1be~OIB pocess

The Commission took this action because the previous rules, which required the development
of the studies referenced above, were causing a large proportion of switching investment to be
cate~ _ NTS as the LEes converted to digital switches. Because the SPF allocated a
portion of these NTS costs to interstate using a fixed factor, the digital switch conversion was

15= Report and Order, CC Docket Nos. 78-72, 80-286, and 8&0297 released May 1,
1987.

25= Recommended Decision and Order, CC Docket No. 80-286 released April 8, 1987 at
paragraphs 45 through 49.



Attachment 3
Page 2 of 4

driving more costs to the interstate jurisdiction.J To reverse this trend, to simplify the
separations process, and to avoid the need for expending resources on new msrrs cost
studies, the Connnission decided to eliminate the NTSrrs distinction and to separate
switching costs using OEM

The ColIIIDssion's actiom widl Part 69 ConfOI1l&lCe elimilllfed 1be line Termnadon NTS
per nOLle of me ..

Furthermore, the Commission confonned the Part 69 rules to comply by eliminating the LSI,
LS2, and Line Termination per minute of use rate elements in favor of a single per minute of
use Local Switching rate.4 This action eliminated the Line Termination rate designed to
recover non-traffic sensitive costs on a traffic sensitive basis which was based on the same
minutes of use as the LS2 rate. This action supported the Commission's determination in
Docket 78-72 that there was no compelling reason to continue to require the carriers to incur
the cost of splitting Category 6 investment into NTS and TS components since it was the
Commission's intention to recover the entire interstate local dial switching costs on a per
minute of use basis.

The NYNEX USPP ftIiDK identifies and qa&ltifies 1be common line coDlribudon in Us Local
Switc.... nIfes

In Section 4, Exhibit 4 of the USPP, NYNEX demonstrated that the central office switching
investment costs-which the interstate portion of these costs are recovered in the Local
Switching rates--contain NfS and TS components. The NTS component provides a
contribution in support of the common line and contains such items as the main distributing
frames ("rvtDFs"), connecting cables extending from the cable vault to the MDF and beyond,
and loop termination equipment. All of these costs are associated with loop investment, not
the provision of interstate carrier access services. Wbereas it may be app:opriate to recover
these costs from usage-sensitive carrier charges in a noncompetitive environment-which was
the case when the Commission made its determination to no lonF require the NTSITS local
dial switching distinction in the separations process and to eliminate the Line Termination
rate-in the current highly competitive teleconununications marketplace faced by NYNEX it
can no lonF maintain the existing levels of implicit support in its competitive interstate
switc~ carrier access rates.

3St& Recommended Decision and Order, CC Docket No. 80-286 releEed April 8. 1987 at
paragraphs 47 and 48.

~ Order on Reconsideration, CC Docket No. 87-113, releEed December 12. 1988
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1be NYNEX USPP poposes an interim pan to recover the conDibution in its Local
Swittbing mRs on a more economical flat mted _is and cbs not propose sepal3tiom
c~es, wmcb were tbe _is of previom Conunission dom

The Separations rules defme the costs to be recovered in the interstate jurisdiction. and Part
69 defmes the mechanisms for recovery. The flat-rated port charge proposed in the USPP
does not affect. or require any change in. the Commission's separations rules. It proposes an
alternative cost recovery methodology within Part 69 by introducing flat rate charges in place
of certain usage rate charges on an interim basis. Therefore, the rationale supporting the
FCC-approVed Joint Board recommendation to eliminate the requirement that LECs
distinguish local dial switching investments between NTS and 'IS costs in the monthly
separations process is not germane to the Commission's approval of the NYNEX waiver
request.

Even tlmugh the NYNEX USPP does not propose sepntioDS cl&Jges, it .tdresses the .i»im
&.d's issues relaRd to the OIatrIa'N CUE studies tb8t were used in the mondlly seplllltions
process

In Tab 11, Section II of the USPP supporting docwnentation, NYNEX laid out the process
used to identitY the non-traffic sensitive costs required to tenninate a line on an end office
switch that are included in the local dial switching accoWlts. The studies identified the
average material costs per switch port by switch type and technology using the Switching
Cost Infonnation System ("SCIS") for all offices in NYNEX As a result, NYNEX addressed
ea:h of the four issues cited by the Joint Board relative to the Olltdated COE studies used for
the monthly separations process by: 1) perfonning the studies to identitY the distinction
between NTS and 'IS costs in local dial switching for all switch types and technologies. 2)
perfonned these studies using current information and processes. 3) demonstrating that the
benefits of the simplification that resulted from eliminating this distinction in the separations
process does not need to change even in today's competitive telecomrmmieations environment.
and 4) proposing an interim recovery mechanism, within Part 69, that will not result in the
expenditure of the large amount of resources required to perfonn monthly separations studies.

The Co"lfj-ioD CIIllRJlOVe the USPP witlmLt necessarily agReing dIIIt the conumn line
conDi.... in Local SwiEbiDg nIRs should be recovered duougb flat .. cbluges to the
IXCs .

The NYNEX USPP is an interim plan that will not predetermine any future access restrucrure
plans which may be adopted by the Commission. The flat-rated port charge proposed m the
NYNEX USPP provides one alternative for recovery of the common line contribution
contained in its Local Switching rates to meet the Wlique competitive market conditions In the
NYNEX region. But, there are several other alternatives which the Conunission will Ilkel~

investigate as it determines how to establish a long-tenn mechanism to support WliversaJ
service in a competitive environment. The contribution recovery issues surfaced in the
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NYNEX waiver request require further investigation and should become part of the
Commission's comprehensive access charge reform. In the comprehensive access reform
proceeding, the Commission would retain complete discretion whether to pennit recovery of
the common line contribution contained in the current Local S'v\'itching rates on a flat rate
basis or on some other economical means. As was noted in the NYNEX reply comments.
any rate structure NYNEX implemented PlJ!Suant to \vaiver would be subject to the
Commission's orders in a fInal rulemaking.'

ss= NYNEX Reply Comments dated ~ch 2, 1994 at page 23.




