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legality of physical cellocation is iz questiom™, and suggested
that the zxules contigue to mandate virtual collocation, while
parmitting providers to negotiate far physical collocation. We
reject this suggestion.

2. Undoubtedly, Congress was aware of the holdingsé of
the federal courts with respect to the authority of the PCC to
ordar physical collocatiocn at the time of passage of the Act.
Cosment in this proceeding (e.g., by ATSYT) asserted that prior
case law regarding physical collocation simply held that the
FCC lacked authority Lo order the service under them existing
statutes. Of course, it is not our preroqative to decide upon
the constitutionality of § 251(c) (6). Based upom the ACt, most of
tha parties recommanded that we compel the offering of physical
collocation, in addition to virtual collocaticn. We agree with
this comment.

3. Rule 3.4 requires providers to offer physical
callocation, exoept whare the Commnission determines that the
service is not pragtical for technical reasons or due to spuce
limivaeiens. We find that this requircsent will promote compati-
tion in the local exchange market, comsistent with the intent of
1335 while arffoxrding a mechanism for an alternative in circum-
stances where the specific facts campel a different result.

4. USWC also suggested that collocation requirements be
limited to equipment uneaded to Ctexninate calls (e.g., circuit
terminating emipﬁt). Notably, USWC interprets the Act's

! Bell Atlgmtic Telephung CO.. at. al, v. RC et. al., 2¢ F.34 1641 (D.C,
Cix. 1994) was cited for this argumant.
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refersnce to "equipment necessary for ianterconnection or access to
unbundled network eclements” as restrictive provisions. We clarify
that the rulc is not inteuded to limit collocation in the mammer
suggested by UBWC.! We agree with the cosments by the new
entrants that USWC’s pruposed limitation upon the type of equipment
which may be collocated may substantially impair the ability of new
prwid‘rﬁ to compete, This result would contrary to HBE 1335 and
the Act.

V. INZERCCENNCIION RAENS. THRME, M CONDITIONS

The rates, terms, and conditions to be established for inter-
commection ware among the most cantroversial issues diiculud in
this docket; little consensus was reachaed. In part, the parties
disagresd regarding issues such as: (1) what pricing msthodologies
should be used in setting rates; (2) what rates should be estab-
lighed for new entrants; and V'('a) ey rates De set by agteement
batwesan providers, or should the tariff process upply? Our
disposition of these issues is set forth im Rules 3.3 and 7.1.

A. Priging For Intercammsction
With respect to the issue relating to the rates Zfor
interconnection, the primsry dispute between the parties concerned
the methodology to be employed in setting such rates. BSpecifi-
cally, the new entrants argued that prices be set at Total Sexvice
Long Run Incremental Costs (*TSLRIC'). USWC and CITA stroogly
opposed the use of TSLRIC in this manner, mmintaining that rates

" maithar 40 we interpret the ACt in the same Eammer as USWC,
a0
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mst be dasigned to recover some pertion of shared and common
coste. Staff and tha 00C sugsested that these rules not gpacify
the ratemaking methadology for intexconnection. Instead, Staff and
the OCC asserted, the principles set forth in the Commission’s
Rules Prescribing Principles for Costing and Pricing of Ragulated
Services of Telecommunications Service Proviadera, ¢ CCR 723-30,
{"Costing and Pricing Rulee®) should c¢outrol the pricing of these
services.

B. Positiom of New mEatrants

1. The nev entrants genarally recommended that pricing for
intercomnection should be set at TBLRIC.Y According to their

~ arguments: The Commisesion should set rates at levels which would

occur in fully competicive markets. In such a market, prices would
paturally move toward incremental cost. The Commigeion should
attempt to replicate the results of a competitive market 5 setting
rates at their aconmmically efficiemt levels (i.e., their incre-
mental cost). Notably, such prices would be compansacory to incum-
bent LECs.

2. The nev eatrants further arguesd that ecomnomic-based
pricing is essenmtial if competition im the local exchange market is
to succeed. In order to promote an enviromseut wiich will prosent
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imporvant that the undezrlying cxchange network be available to all
retail providers on the same terms, conditions and prices. Since
sconomic (i.e., inorsmental) cost is the effective price faced by
the LERC itself, other providers should also be charged for network
cowpoments based upon such costs. In short, the new entrants
argued that rates for intercomnecticn must be set at TSLRIC in
ordex to promote competition.

3. Pinally, the nev entrante maintained that the Act
mandates rates based upci: 'rsmIc According to this argument,
§ 252(d) (1) directs that the charge for intercomnection and network
elements shall be based on cost, and °*may include a reasocuable
profit.* TSLRIC priciog already lmcludes a reasomable profit.
That is, these parties claimed that a properly perfozmed TSLRIC
study is based upom costs and includes a reasonsble profit. The
new entrants conclwded that profits in excess of those i:?cmdod in
TSLRIC (e¢.g., the recovery of comtributiom for shared dor comnon
costs) would result in excessive rates such that competition in the
local exchange market would be impractical, and, therefore, would
conatitute a barrier to entry. As such, these parties claimed that
prices in excess of TELRIC contravene the Act.

C. UINC/CITA Pesitien

1. UAWC and CITA emphatically disputed the positioms of
the new emtrants.® According to these parties, “cost-based®

* omes rules stated that the prioes for intevcommection
uMdmmm,mmMC. plus a reascmmble poxrtion
of shared and overhead costce.
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pricing” does not mean that prices should egual costs. In
response to thy argument that prices in a cospatitive market
would move to TBLRIC, USWC stated that this assertion is based
upon "the textbook model of perfect competition, whare the prices
of & single-product firm will in the long-run equal ’'marginal
gcosta’'., . . ." USWC January 17, 1996 comments, page 28. However,
USWC pointed out, multi-product firms such as UBNC itself have
aignificant shared and common costs. These costs, which aze
econmmic costs of the firm, must be recoverad frui all services in
thea aggregate, if it is to remain in business. Thus, while
competition mmy drive prices towards TSLRIC, a multi-product firm
can never price its services at TSLRIC, oxr it would udl: ‘Yetover
total cost.

2. UM claimed that prices for all services, including
interconnection, must include a markup above incremental coste in
order to provide a comtribution to shared and overiead costs, and
in the case of a rate-of -raturn regulated firm, to embedded costs
as well. If prices for some services do not include a comtribution
to shared, overhead and embedded costs, these costs would be borne
by customers of other services. Intercomnection rates set at
TELRIC, according to this contention, will mesn that USWE™m prices
for retail end-user offarings would have to be increamsed to enable
recovery of shared, overhead and embedded costx. Thus, priciag
intercommaction: at TSLRIC would result in a subsidy from USNC's
retail customars t6 new entrants. USWC concluded that this would

4 subgpection 40-15-503(2) (b) (1), C.R.85. dizects that the Commission utpt
rulas for "ocost-Dased, nen- diurhiuury oarrier intercammaction to essential
facilities or functionws, winigh ehall he untundled.®

23
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result in a siguificant co-petitive advantage for new entrants,
since it would be nquind. to ra.ile retall rates to make-up for the
loat comtributiom.

3. As for the contention that the Aot mandates TSLRIC
pricing, USWC responded: Section 252(d) requires rates to be based
on costs and “may include a reascnable profit.' Although TSLRIC
studies include 2 return component, that component is based on the
forward-looking anticipated cost of capital. In additien, those
studiaes include the "rsturn® on investmeat directly attributable to
a particular service omly. A TOLRIC study for network elements
wauld not include any of the joint or shared costs of tha network,
and thup would not include any return on these elements. For these
reascns, USWC claimed, the Act does not require TSLRIC priecing.
mmxinm, pricing to recover sbared and common costs is con-
gistent with the provisions of ths Act.

D. 8Staff/OCC Positiom
staff and the 0CC eMtMly recoammended that the pricing
methodology for intercomnection not be specified in the rules.
These parties pointed cut that the Commission’'s Costing and Pricing
Rulap provide sufficient guidance regavding the pricing of regu-
lated services. Given the existence of those rules, Staff/oCC
suggested that it would be inappropriate for the Commission to bind

24
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itself to amy cae particular mthudology in thie docket. We agree
with this recomsendation.

&. Adopted Rule

1. Staff/OCC are correct in cbserving that the Costing and
Pricing Rules addrass the issue regarding the pricing for intercon-
nection. Por example, Rules 4 and 5, 4 CCR 723-30, mandate that
TSLRIC as well as fully distributed cost studies be presanted at
the time of any service rate prnpoui for either a fully regulated
telecamunications service or an emarging competitive service which
has been granted relaxsd regulatory treatment by the Commission.
Rules 4 and 5 also provides that TSILRIC studies will t;e used to
establish price floors. PFully distributed cost studies will be
used a8 cne component of the pricing decimionm.

2. We further note that Rules 4 and 5 coutain other
guidance regarding the principles and methods by which the rates
for intercommection should be sst. Given the guidance set forth in
the Casting and Pricing Rules ws f£ind it unnecessary to accept any
of the pricing theories advocated by the partiee in t‘.hil dockat .
Rule 3.3 in Attachment A nﬂac;s our decision. The rule, in part,
provides that interconnection rates shall be just, reasanable, and

non-discriminatory, and consistent with the Costing and Pricing
Rules.

F. Intarcomnection Rates For New Imtrauts
1. The new entrants also suggested that new providera
should be permitted to adopt the intercoonection rates of the

a5
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incusbett LEC. The reasons offered for this proposal ware: First,
this proposal would streamline the tariff process and esgtablish
rates for intercounection more quickly, thus promoting competition
in the local exchange market. Second, such a rule would produce
uniform rutes far all LACs.

2. USWC, Staff, and the OCC resisted the suggestion Dy the
new entrants. In part, these parties pointed out that adoption of
the new entrantsg’ proposal amounts to a universal grant of relaxed
regulatiaon. That is, under the new entrants’ rule, individual
providers would be exampted from requirements that they justify
their rates to the Commission by submission of appropriate studies.
We agree with the statements of USWC, Btaff, and the OCC that there
is igsufrricient information in the present docket to grant relaxed
Tegulation to all new entrants. Therefore, Rules 3.3 and 7.1.2
require new entrants to astablish interconnection rates through the
tariff pracess.

G. Intezxconnection Tariffs
o 1. Adopted Rule 7.1 requires providers to file rtariffs to
establish the rates, temms, and comditions for interconnection.¥
Besed upon certain provisicons in the Aet, m'ugu-l that any
rule which mandates the filing of tariffe for intercommection or

“m:.c'lu-n a8 that the ratas, texmd, and conditions for texsination
local traffic, d network slesmuts, and white pages be sstablished
:hrough the tarif? process.
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unbundled network elaments has been preempted. Specifically, USWC
noted, § 253 (a) (1) states:

Upon receiving 3 request for interconnection, services,

or petwork eslements pursuant to sestion 251, an

incusbent local eamchange carrier may negotiate and

enter into a binding agreement with the reguesting
telecommunications carrier or carriers

sy s iocinie} deaiten Sy of sl

element included in the agreement .

Secticn 352 also establishes a process in which State Commissiong
may mediate or arbitrate providers’' negotiations comowzning
interconnection or unbundled net-ofk elements.

2. UBWC argued that tariff requirements directly comflict
with the negotiation process established in the Act., Such raguire-
ments, UIWC claimed, would circumvent and undermine the Act's
negotiation process and render "msaningless the provisions of the
Act which assign mediator and arbitrator roles to the Commigsion.*
USWC PFebruary 21, 1996 Cosmeunts, pesge 35. In light of thase
provisions of the Act, USWC comncluded that we are prohibited from
adopting a tariff process for imterconnection or unbundled
services.

3. Othar parties, especially Statf and the OCC, disagreed
with USWC's assertions. Notably, Staff and the OCC upl_:_ulad that
a tariff requirvesnt may be consistent with the negotiatiou process
spacified in tha Act. According to those commemts, certain matters
may best be treated in privately-negotiated agreements. These may
include raquests for comstructiocn of special facilities for intez-
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conmection; requests for unique, non-standsard network intercomnec-
tions: arrangements iavolving carrier-specific interfaces or
protocols; and arrangemeats ivvolving unique, nom-standard
operational support systams. Oun the othar hand, sStaff and the OCC
also suggested that some matters are appropriate for taryiffing.
Generally, thase ineclude rates and charges for interconnection asd
w.d natwork elaments, and standard terms and conditions for
such services. We agree with thoss partias who advised us Lhuat the
Aqt does not preclude a tariff process.

4. As discussed in the commants of Staff and the OCC, a
tariff and a nagotiation process may coexist where generally
available terms and conditicns are met forth in tariffs, ana other
items are left for private negotiations. We note that one of the
purposes of a tariff is to ensure that listed terms and conditions
{e.g., rates) are publiclf known and generally available to all
customers on a uniform, n&nuiscriniutory basis. We believe that
the Act, in its negotiations procedure, also intends this result.

5. Signiticaptly, § 252(e) (1) states that any intercen-
nection agreemant adopted by negotiation or azbitration must be
submitted to the State cammission for approveal. Section 252(h)
provides that any agresment approved by & State commission shall ba
sade available feor public 1nlﬁeccinn and copying. Pursuant to
8 282(i), an IBC is required to make availahle any interconnec-
tion, service, or natwork elamant provided under an approved

24
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agreement to which it im a party to amy other requesting provider
upon the same terss and conditions as those provided in the agree-
mant. Similarly, Bell Operating Companies, such as USWC, may file
with a State commission a statement of the terms and conditioms it
genernlly offers within thut State to camply with § 251.

6. It is apparent to us thar the negotiations process
specified in the Act is consistemt with the basic intent of a
tariff requiremsnt: both are designad to ensure the availability
of gervices om a uniform, non-discriminatory basis to all
customers. PFor this reascu, we dismgree with USWC's contention
that any tariff requirement comtrzvemes the Act. The adopted
rules, specifically Rule 7, Teflsct our determinmationm.

7. Additiomally, we point out that Rule 8 permits
providers to negotiite agresments regarding intercoonection, the
termination of local traffic, the purchase of any unbundled nstwork
elemant, or publiohtion of a White Pages directory. The rule does
direct that such agreements shall not be incoasistent with specific
‘provigions contained in a provider’'s currently effective tariff.
We find that ths Rules’ tariff requirsments and the provisions
ragarding negotiated agreesants are consistent with the Act. I
addition, as noted in the discussion above (paragraph E.3), the Act
spacifically provides thmt State requiremcnts regarding
intarconnecticn and unbundling are pezmissible. Por these reasons,

~—
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wve conclude that the adopted rules relating to the tariff process
are appropriate.

Vi. COMBENSATICON NOR TERMINAIING LOCAL TRAFFIC

Rule 4 sets forth the requirements relating to compensation
for terninating local traffic. The parties disagreed on a number
of prwisiou contained in this rule, imcluding: (1) 'how pro-
viders should compensate sach other for the termination of calls on
sach other’s networks, by bill and keap! or reeciprocal compensa-
tion™; (2) should the rulee incorporate a business-residence gup-
port charge; (3] what other rate principles should be incorporated
in the rule (e.g.., setting temination charges oqul. to access
rates, allowance of flat rates)?

A. Bill end Resp
1. Substantisl dissgresment existed between the partiem
regarding the propriety of adopting a bill and keep method. Staff
and the OCC reconmended use of bill and keep on an interim besis.
USWC flatly opposed adoption of the msthod even on a teEpOYary
basis as suggested by Staff and the OCC. Generally, the znew

Y Onder a bill and keep (oxr sucual tzaffic exchange), e
provider “hills® its respective -user snd "keeps® the )
ocompensation changes hunds betweem LECs.

" Uadez reciprocsl compensation, LECS would cumpassate each othex for the
ant::c:l.m of tyaffic om thair sacworky. Rates and cherges would reflect each
pYow r'm CO8L .
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entrants recommended use of bill and keep until certain market
tests are met. They also opposed the proposal by Staff and the OCC
as incorporating am arbitrury time period.

2. VUSWC, as just noted, was the primary opponent of bill
and keep even as an interim msasure.® According to USWC: The
primary remson for its opposition to the mathod is that bill and
keep does not reflect cost causation, and, therewfore, is incomn-
sistant with economically rxatiomal pricing. Bill and keep will
likely not accurately reflect cost for two reasons. Pirst, traffic
betwean providers is unlikely to be in balance. Second, it iw also
unlikely that various providers’ cost of terminmating traffic will
be the same (e.g.. the natworks of u:'!.eul providers ny ba 4dif-
farent in character dapending upon factozs such as regions served).
If eithear circumstance occurs, bill and keep would not accurately
reflect cost. ‘

3. USWC also argves that, 1f access rates are different
than terminating charges for local truffic, bill and keep would
lead to rates arbitrage. That is, thars would be an incemtive for
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providers to eseek classification of toll traffic as local, in oxder
to avoid access rates.” k

4. FPFinally, USWC argued that the Act prohibits adoptiem
of bill and kesp. This argument was based upon the provisions of
§ 252(d) (2) (A), which require that each provider recover its
transport and termination costs. 8Sigce, according to USWC, bill
and keep i not reflective of cost causatiom, it would contrwvens
the Act. USWC, for all thess reasons, opposes bill and keep even
on an interim basis.

S. In response Lo argument that LECs are now uaable to
measure terminating local traffic, TWC represented that it is in
tha process of developing a machanism for measuring a;;ch calls.
UBWC stated that thig system has already bean deployed, or will
goon be deployed in areas where it is facing local exchange
competition. According to this comment, the cost of the system “is
a smmmll part of the overall cost to provide local intercomnection
sexrvices and would be provided as support for the pricing of local
iaterconnection service in Colorado.” USNC Pebruary 21, 1996
Comments, page 18.

6. The new entrants primarily argued that bill and keep
is sppropriate, at least as an interim arrangement, because it will
promcte competition is the local exchange mmzket. In particular,

® veNC alse suggested that we adopt a rule which would set temminating local
traffic rates squal to access chargus.

Jaa
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the method would awvnid the mesguremant and billing coste eatailed
in a reciprocal compensation schame, and, as such, would emcourage
entry into the mevket. The nev entrants also pointed out that the
measurement system being implementad by USWC is apparently a
wozk- in-progress. Morscver, since only USWC possesses the system,
new entrants would be required to purchase it from USWC at some as-
yet-unknown costs. This zesult, it was suggested, is inconsistent
with the intent of HB 1335 to foster cumpetitiom.

7. The oew entrants also argued thac, contrary to the
contentian of USWC, the Acc specifically authorizes the use of bill
and xeep. See § 3252 (d) (2) (B) (1) (spacified pricing standards shall
Dot he construed to preclude the mutual recovery of costs through
the offsetting of reciprocal obligations, iseluding arrangememts
that wvaive mutual m:y) .

8. Tha new entrants finally disputed the Staff and OCC
proposal which, acoording to the argumsat, sets am arbitrary date
for trunsition to a reciprocal compensation method. ATET and MCI
propoged a “"marxket-based' analysis for such a transition. Under
their proposed rule, a permsnent local call termination compensa-
tion schame would be sstablished only after an incumbent LEC, has
filed TSLRIC studies for the switching, transport and other com-
ponants used in terminating local calls, has unbundled the facili-
tiss ar functiocns identified in the unbuadling rule, and has pro-
vided true mumber portability.
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9. Gemerally, 8taff and the OCC proposed that bill and
keap be utilized until three yearw after the effective date of
the rules, or esix mouths after the implemantation of a oumber
portability database, whichever occurs first. This proposal, Staff
and the OCC asserted, will provide incentives for providers to
obtain approval of appropriate rates and will expedite implementa-
tion of local nusber portability. According to Staff and the OCC,
this interim measure would also serve the goal of promoting com-
petitionm.

10. We accapt the Staff/0CC recammsndation for the
suggested reagsons. In additiom, some of the Arguments omde by UBWC
and the new entrants persuads us to adopt the Staff and OCC pro-
posal. It is appareant that there is presently no proven mechanism
zeadily available to new entrants for measuring terminating local
traffic. Thus, the cost of measurement and billing under a
reciprocal compeusation arrangement are uniknowa at the present
time. Thersfors, wa will not acoept USWC‘'s position that bill ana
keep is inappropriate even as an interim measure. As for the
argumants ralating to the Act, we agree with the naw entrants that
bill and keep is not prohibited,

11. ¥e also reject the position of the nev entrunts that
bill and keep be approved for some unkmown period of tima. UBWC
appears to he correct that bill and keep may not ultimmtely be
reflective of cost causation. As such, we should adopt a zule

34
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which will sncourage the development and deployment of effective
messures to move tO reciprocal cosmpensation. We find that the

Staff/OCC puggestion is appropriate in view of all these considera-
tions.

3. Busineas/Residence Bupport Charge

1. USWC, with the support of CITA, has comsistently
maintained that the rules should allow for the establishmant of a
Business/Residence Support Charge. According to USWC, this charge
is intended to replace the implicit subsidy from high comtribution
business customars which will be lost vhen these custcmexs choose
an alternative provider. Wa note that this proposal is based upon
a mwber of assertions regarding present rates and tbe future
business activities of pew entrzants. fApecifically, the progojal
assumes- -GEWC claimed as much--that current rates for business
besic axchange are set at a level far above costs. Wext. the TUSWC
countention poweits that the high contribution from Dbusiness
subscribers (i.e., the mark-up above cogt-of-sezvica for basic
Iusiness sexvice and opcioul sarvices purchased by businass
customers) is used to subsidize residential basic exchange
specifically. To the extent new competitors enter the local
exchange markat, USWC chan anticipates, they are likely to sexve
pusiness exchange customers almost axclusively. USWC ceacluded
that, as it loses business customers aud the large comtribution

5
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from the services these customers purchase, it will lose the
subeidy provided to services purchased by residsntial subscribers.

2., USWC ultimately argued that if it is to be reguired
to maintain the differemtial betwean bﬁlﬂ.mn and residential
local exchange service, it must be permitted cto charge a
Buginess/Residence Support Charge to intarconnecting local exchange
providers. That charge would be assessed either as a flat charge
per alternative exchange provider access ling, or as a per
mipute-of -use charge for local calls that ancther provider delivers
to USWC for termination an the USWC network. Additiomally, USWC
contemplates that the charge would be assessed upon compatitors
whose ratio of business/residsnce customers is less than TEWC's
comparable ratio.

3. This propossl was opposed by all othar parties (except
for CITA) for various reasons.’ Por example, a number of com-
menters maintained chat 3 Businesw/Residence Support Charge would
be anti.competitive, inasmuch as it would preserve implicit
subsidies in the rates of incumbent LECe. The charge would, in
effect, cause new entrants to subsidise incumpent providers. As mn |
anti-competitive measure, the pew entrants also claimed, it is
prohibited by the act.

vhich wois e M!"‘“‘m‘:{.'{.' of ' charys 11ke & Business/Besitence

Support Chngn m mt local call cermimation rate.
36
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4. Staff and the OCC recamsended that we reject both the
UBNC proposal 48 well as any proposal which would explicitly
proscribe a charge like a Businegs/Residence Suppart Charge. We
agree vith their reasoning. The above discussion puints out that
the juastification for the proposal depends upon a fipding that
residential bagic exchange sexvice is being subsidized by business
basic exchange. The present record does not support suth a
finding. In our view, the USWC propogsal is essentially a rate-
making matter. That is, the necassity for such a charge must be
investigared in a ratagetting cise, applying appropriate ratemsaXxing
principles (e.g., whather oonmidcrations regarding universal
sexvice justify a Business/Residence Support Charge) . It; would be
inappropriate to appzove (or» cii.uﬁrm) such a charge in this
rulemaking proceeding. We will decline to 40 ®o.

€. Texmimatiom Rates
1. Rule 4.6 provides that the rates for texrminating local
traffic say be usage-based; flat charwes based upon, for example,
capacity pOrt chaxges; Or some alternative nechanism. The
Commission will exansrine the rates of individual providaers pursuant
to the provisions of Rule 7.2 (i.e.. through the tariff=process).

2. Ve specifically decline to adopt the proposal by USWC
that rates for terminating local traffic be tha same as switched

access rates. USWC proposed this rate structure, apparently. to

17
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preclude rate arhitrage. See discussion supra. Depsnding upon the
level of sccess rates, such a rate design could be substantially
anti-competitive. Morecver, as with other instances in which the
parties have urged us to adopt specific ratemaking principles, we
conclude that thig type of propusal should be invastigated in a

ratesatting case.

VII. OINER JNTERCAMRANY ARRMANGINNTS

1. Rule 5 sets forth requirsments relating to a number of
necessary arrangements betwesn competing telacommunications
providers. Most of these items were, for the most part, agreed to
by the parties. In part, the rule: requires providers to deal with
each other in good faith (Rule 5.1); directs providers to offer
gervice in accordance wir.h_ applicable Commission rules (Rule E.E) !
requires all providers to afford reasonable access to poles, ducts,
conducts, and rights-of-way (Rule 5.3); compels cm;ﬁiton to
offer intercommecting providers vith both answer and digcomnect
supervision as well as all available call detail information
nacessary to emable proper customer billing (Rule 5.4); reguires
providers to emter into mutual billing and collection agreements
(Rule 5.5); directs that providers offar thes interoperability of

non-optionsl operator services between networks (Ruls %.6);
comsands that providers develop mutually agresabls and reciprocal
arrvangements for the protection of custamer proprietary natwork



LNt D
]

LN DI -

1-

informmtion (Rule 5.7); reguires that providers cooperate in
development and isplementation of procedures for service repair
referrals (Rule 5.8); dizects that providers offer nscessary
operational support to enable other providers to offer service
consistent with Coomiszion ruleg (Rule 5.9); and requires providers
to make available access to technically-reasonable, non-propristary
sigoaling protocols used in the routing of traffic.

2. Rule 5.12 pets forth certain directives regarding the
provision of a °*White pages® directory. Since there was some
controversy regarding this issue, wa discuss the rationile for the
adopted rule here.

White Muges

1. USWC and CITA contended that each local exchange provider
should be respousible for assuring that their customers'’ _l:l.ltinga
are included in a directory. Thess parties sugyested that
directory publishing is a fully competitive activity, As much,
they saintained, no provider (e.g., tha incumbent LEC) sbould be
responsible for assuring that the listings of customers of other
providers appear in a White Pages directory.

2. The new entrants argued that provision of a White Pages
directory is necessary in order to promote compatition. That is,

thase parties claimed that requiring each nevw antrant to publish a
directory would be a significant barrier to antry. Moreover, the
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parties suggested, adopting a rule which might result in the
proliferation of multiple White Pages directoriea would not be in
the public interest. Rather, the parties argued that publication
of a pingle comprehensive directory by the incumbent LECs, the
circumstance which exists at the present time, is most appropriate.

3. 'The new entrants requested that the White Pages directaory
rule require: (1) that listings for the customers Ot new providers
appear in the incumbent LEC®’ White Pages directory amd {n the
yellow pages directory for business customers; (2) that new pro-
viders have comparsbly easy-to-find information included in the
customer guide pages of the White Pages directory; and (3) that all
customers be provided a directory by the incumbent LRC. " Finally,
the new entrants asserted r.m‘r. incumbent LECs should provide a
White Pages diyectory nt.-no .c'huge to new providera. The new
entrants specifically requested that they be provided equal space
in the customer call guide pages £or free, and that theix customers
be provided a White Pages directory (by the incumbant: ,EC) also for
free. Apparenctly, the new entrants believe tbat publication of a
comprehengive White bPages dizectory (i.e., a directory which
includes the listings of all customars, including those of other
providers) has intrinsic wvalue. That wvalue would imure to the
inoumbent LECs as publishers of tha directory and should Dde
considered as in-kind cumpensmtion for any costs associated with
publication of the 4irectory.

40
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4. Scafe and the OCC followed 2 more moderate approach than
the new sutrants, USWC and CITA. Statf and the OCC agreed with the
new entrantg that incumbent LECs should be canpelied to provide a
comprehsnsive White Pages directozy. In the Staff‘s and OCC's
view, provision of a single White Pages directory to telephoas
customars is in the public interest. These partiea alaso agreed
that imposition of a directory publication requirement upon new
entrants would constitute an unreascnable barrier to entry,
Consequantly, Staff and the OCC supported the principle that, in
the absence of Cosmission action placing responmibility wupoa
another providar, the incumbant LECs should serve as the °*provider
of last resort® for publicatiom of a White Pages directory. Staff
andd the OCC, howwver, would place responsibility for actual
Gelivery of the published directory to end-users upon naw entrants
(i.e., new providers would be required to deliver the publighed
directory to their own customers). Fioally, Staff and the OCC
would permit the incumbent LECs to charge othar providers for
publicaticn of the White Pages directory.

5. We mocept the Staff and OCC position for the rcascas
stated in their arguments. That position reasomably balances the
interests of incumbente and nevw entrants. Rule $.12 pets forth the
reguirements for the White Pagns directory. In part, the rule:
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(1) requires incumbents to 'uuu-n'n a comprehensive White Puges
directory to be published and delivered to new antrants; {3) places
respousibility for delivery of the published directory to their own
customers upen each provider; (3) places respouaibility upon each
provider for provieion of accurate subscridber listing intormmtion
({.e., nams, address, and telephcne numbez) to the White Pages
provider; (4) requires the White Pages provider to offer premium
ligtings to the customers of competing providers; and (5) requires
the White Pages provider to offer space in the customer guide pages
of the diractory. Tn addition, the rates, tarmg, and conditions
associated with the transter of customer listing information, the
publication of the White Pages directory, the publication of
customer guide information, and the publication of premium listings
for the customers of competing carriers, shall be astablished in
filed tariffs. See Rule 7.4.

viIl. INEEDLIES ERGOINENENTE - -RULE 6

Thare was substantial disagreessnt among tha parties
concerning unbundling provisions to be included in the rules. Ttema
of controversy included: (1) what network elements should be
unbundled; (2) should unbundling mandated apply to all providers or
to incumbent LECa only; (3) what rates, terms, apnd conditions

* The rule does not mamdate incushent LECS to actuslly publish the directoxy
themgelves. This provision recogaises that, pressatly, sany inousbhents contract
with third partiet for actuml publiomtion of the directary,
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should apply to unbundled services; and (4) what proceas should

. apply with respact to implementatiocn o.t unbundling (e.g., a tariff

process) ?

A, Eengsts to be Unbundied

1. Rule 6.1 and 6.2 require incumbent telecomsunica-
tions providers to offer access to a nunber of network slaments
designated as "essential facilities or functioms®". These include:
loop, local switching; Common transport links, dadicated transport
links, local and tall m switching, operautor systems, signaling
links, signal transfer points, and access to each service camtrol
point via signal tramnsfer points. This list of “esseantial®™ nytwork
slements which incusbents will be compelled to unbundle was sug-
gested by Staff and the OCC.

2. In recoomending the list of eervices to be
unbundled, Staff and the OCC comsidered twchnical feasibility,
econamic touibility. and the necsssity af the elamants to the
provision of local exchange service by new entrants. We find these
considerations to be appropriate, and, as stated above, agree with
the recomtendations by Staff and the OCC. Based upon the extensive
cosment provided in this case, we conclude that tha listed eleswncs
are reasonably necessary (i.s., essantial) to the promotion of
campatition in the local axchange sarket, as directed in HB 133S.
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