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III. uyx- or '=ZH;Il'1 IUS" fQI .......!,••pnc:u

A. p......' Og.... Calli..

Am·rit.ch

Ameritech argu•• that volume eli.count. embedcS.cl in the c:urr.n~

retail rat••tructure should not be appli.d for whol••al. u.ag•.
Am.ritech propo••d that the pricing of ue.,. and Cu.tom
Calling/CLUS ••rvie•• be developed ba8ed on the averag. price for
tho••••rvic•• at the retail l.vel. Th. company propos.d prices
war. dev.loped by taking it. avoieS.d rltail cosee and diViding them
by the actual (discount.d), r.tail reftDue. for .ach of the
aervic•• shown. The re.ulting quoti.nts are percentage di.counts
on a service-by-.,rvic. ba.il. The•• eli.count. were in turn
appli.d to the retail rates for t.h. corr••poncl1ng ••rvice•.

Am.rit.ch applied th••• eli.counte to tbe retail rat••l.ment
for eacb "Z"Y'ic. to det.Z'Ift1n. the appropriate corr.aponcling
whale.ale rat. .lement. Th. on~y exception to this rat.
calculation proce.. .a. for uaa.. aDd eu.tom Calling/CLASS
s'Z"Y'ic•• , where the CCMIpaIIy first ealculat_ an av.rag. retail
rate, and then appli.d the proper percutap eli.count to this
average rat. to c~ate tha appropriate wbole.ale rate.

u.ritech took the poaition t.hat tba \Ute of average reeail
rate. for u.... and eu.tOlft CAlling/CLASS .e%'Vicee, ae ehe basis for
corresponding whole.ale rate., ia conaistent with the federal Act
and should be approv.d by the Commissioft.

Ameriteeh coftt.nc!l that, uncler the lit.eral language of Section
252(cl) (3), average. wbcl••ale rates for usage and CUatomer
Calling/CLAIS s.zvicea have been developed -on the baais of the
retail rate.· for the IItelec~icat.iou s.rvi~· requested.
Further, Amerit.ch .w.it.. t.hat it is neither Uftr•••oDable nor
discriminatory for the Caaapany to have doD. 10, in accordance wieh
Section 251 (c) (06' • In addit.ion, Amerit.eh ....re. thae the
clevelopmeJlt of tM a..rage whole.al. rate. for the••••rvie•• will
facilitate cOIIPltition for a broad range of cu.tOlll8ra (and not just
large customers) ia eh. re.al. marketplaee. In particular, it will
enhance competitive ehoic:e. anel oppo~un1ti.. for low volume
customer•.

AT't cont.ada that Section 252(4) (]) require. a atate
Commi••ion to -determine Wholes.le rat.. on the baei. of r.~ail

rat.8 charged to subacriber. for ene t.l,cOWM~ic.tioft. ..rvice
reque.teel, excluding the portion thereof attributable to any
marketing, billing, eoll.etion, and other coat. that will be
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avoided by tM local exchange carrier." (Klllpba.1. .clded). In
AT'T' • view, the wbole.ale .cheelule of tone incumbent LEe,
eonsi.tent with tobe prccOlllpat1ti'" int_t art1eulaeed in the
federal Act, .houle! clireetly mirror the LEe' 8 retail .chedule.
AT'T recommend. that each retail rate have a corresponding
whol•••le rate, and that all di8coune structure. included in the
retail rate .chedul.. must be carri.d over to the corr••ponding
whole••le rat••cbedul.s.

Mc11tioaal1y, AoT'T COIleenda tat illlP\lt.atiOll t.••tint .houle! .be
applied to wbcle..le rac.. a. well .. their corre~ng retail
counterpart.. ItapU.taticm is nace.ury to fulfill the Illinois
.tatutory requir...ae, and it i. a v1tally i.portant competitive
eafeguard whi-cn au.t be pr...rved, ATilT COftteftd8.

Staf£

staff di.~. with ~riteah'. po8itioa that t~ whol••ale
price. .hould DOt be clet.nUnecl baaed oa tM volu. and tem
discount. 1ft tM retail Rt.. . Ally cU..COWIt. iDc:ludad in the
retail rat. .tZ'\l~un ..ac be applied to ella wbol..al. rate.,
otherw1.. tM vbola..le rat•• would DOC .. caleul.tad "on the ba.i.
of" tha retail nt... leoti._ 212 tel) (3) . Iu!f _. DC re..on
why the ~Y .beNld be ftqQind to :nm tbe u.age data t.hrough
it••y.t.. e"ic. in ol:'Mr to .pply ebe ftc&i1 volu.e eli.count. or,
if ehat i. the a_, why ebat wauJ.d be & naaec to nee offer
whol•••le volu.e d1.count. in accordaDce with ~be require..nt. of
the fecSeral Act..

Commi••i;; COQcly.iQQ

The Cc.aiM!oza i. of the opill1aa. that ~ritech'. whol••ale
rate .tructure -.t II1ZTOr it. re~ail nt••truccun.. Thi.
c=c1\l.:1.on app11.. to ally~1ve wbo1e.ale tariff filed by an
incUlibeDt LaC, iacl\ICU.as cantel. Tile cew:l ••iOD, eberefore,
d1rect. AlDeritecb ADCl ceDtel to replicate their retail rate
.tnct1U'8, iacludlDf .11 di.CCNI1t., Ul tbeir wbole_l. r.te.. This
i. necel8aIY ill 0Z'CIIu: for the rat•• t:o be CODIi.teat wieh the
procomp.~1t1.. iDteBt of t~ federal Act.

Tbe avara~ aad anr..ation pre.ent in AMritech', propos.d.
whol•••le rate .tructure can l.ad to in.tance. where wholesale
rat•• actually could exceed retail rat... 'or exa.pl., in .ome
in.tance., ~ritecb'. retail rate. COfttaiD specific time of day
and V01UM cli.COUDt. while wbcl...le rata. are ••t OIl an average
b••i. with ... • ••.-cl aver... ti_ of day cliJtriWtion and
cU8tomer vol~. ~ this .c~i.o, a retail ua... rate for a
high VOlUMe \l.ar wbe plac•• a call duriAi tn. off-peak rate periocl
may actually be below tbe average whole.al. u.age rate calculated.
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by AlHritech. Such a condition ia unacceptable and clearly
contrary to effective competition.

This averll9ing approach prOPO••d by Ameritech hall other
consequences adver.e to the d.evelapment of competition.
Specifically, this would introduce a systematic ~ia. against the
resellers marketing to high-volullMt retail cu.tomer.. The same
would ~ true if Amerieech were permitted to charge a per minute
whole.ale rate for a service whi.ch is billed on a per mess.ge
(untimea) retail rat., which is exactly what Ameritech has propo.ed
with re.pect to residence Band A usaga.

The Commi••ion rejects Ameritecb·. ..••rtiOD that the
development of tbe .vera•• whole••le rat.s for tha•• services will
f.cilitate cc.petitioD for both large aDd ...11 cuatomer.. Under
the Ameritech averaging approach. re.ellera would not be able to
effectively compete with tb. incumbent LaC far high-volume retail
customer. becau.e they would be at a pricing di.advantage.
Clearly, competition for these customers would not be on a level
playing field.

Di.count struCt~., moreover, mu.t be available to carriers
on the .... baai. a. tb.y are available to eftd uaer.. 'or example I

Ameriteeh offer. anregation of u.... to it:. C_~rex customers. It
a180 provide. a .ervic. called -Priority Plus Local 01&ge Optional
Calling Plan- for busin••• custOllli8rs which provi.4•• both volume and
term diacount. to busine•• cu8tomers an the ba.i. of usage revenues
generated from all the custa-er'. account. aDd location.. The••
arrangements, whicb are .vailabl. to its large bulin.s. cu.tomers.
also must be macltt available to its can-ier cuatomer. for resale, in
order to comply with the requirements of tbe feeler.l Act.

As inclicatad previcuely. Ameritech al.o hal propo.ed to price
service. not offe~ on • whol••ale baaia Oft tbe baai. initi.ally
of th.. aver... 4iecOWlt far all whol••al. _rvice.~ Giv.n the
problem. a.sociatad with aver_91n,. this p~.al should not be
approved for more thaD a brief traDIitional period not to exe••d
ninety (90) Qaytl. Pol' eX&lllPle, the prices for Dlttwork acce•• lines
in the more caaapetiei.. are•• are lower thaD average. Development
of whole.al. prices for .uch ace••• lin•• ba••d on aD average
discount f.ctor would r ••ult in inadequate aI\4 i~pprapriate reeail
price di.cOUftt•• thereby discouraging competition for the.e acce••
line••

The evicleftce in the ACOrel inclicate. tbat mirroring of retail
rate structures aDd rate. in the whole.ale schedule can be aone.
In fact, Meriteeh haa cODcead "i.ability of tNt aair%'oring concept:.
by indicating tyt i1:. billing system can aftCI will be lIOdi.fied in
the future to meet tAe needs of r ••eller.. AccordiDgly, in the
ab.ence of • par.u.sive showing of inf.a.ibility by ~rit.ch 'or
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Ceneel, and in vie" of this Commi••ioft'. conclu.ion that
comprehen.ive mirroring of the in~t LIe'. retail rate
structure i. required, the Commi.sion directs ~rit.ch and Centel
to replicaee thair retail rate structure, including all discounts,
in their whole.ale rate•.

ATfr.T argue. that the i ••\18 i. wUt.Mr i1lputation applies to
it. whol•••le rat... ATfr.T contends that lec~iOD 13-505.1 of the
POA require. i.,utation of ·noDca.petitive services or
noncompetitive service ele1B8Dt.· u.ed by ot_r carrier. in the
provi.ion of -cOIIIIPItitive ••rvic.... and ·ewitc:becS interexc:bange
""ice•. " Tbat seceion, AT.T argu•• , doe. DOt apply only to the
LEC'. •retail- ••"ica., •• Alaaritach conteDda. AT.T also
maintaina that Amar·itec:h' a objection -- that the Ce-iaaicl1 would
be requir.d either to rai.e whol...le rat.. or to lower acce.. if
whol•••le rat•• failed illlPutation -- i. without .rit. Acce••
rec!uction. from a "hela.ale imputation t ••t voulcl be neither
unde.irable nor uaexpectad in view of the Co..i ••ioft'. policies
articulated, for eza-.ple, in the eu.to-era Firat proceeding•.

Staff advocate. aB imputation ~~".Dt tor wholesale
servic... Staff coateada that Section 13-505.1 require.
imputation, and that .YeI1 if it 41d DOt, the Ce-i••ion should
require imputation. Staff vitne•• Webber provided aD example of
the competitive abu... which could re.ult ill the ab••nce of
imputation. Mr. webbtlr t ••tified r.hat, without the 8afeguards of
Section 13-501.1, i~ftt LlC. could uae the price. of their
whol••ale ••rvic.. to .queeze their facilitie.-baaed competitors
out of the retail IlU"ket.. Mr Weber atated:

z.8Clt.ially, tbe LEe. could price whola.ale ••rvic.. low
enougll II\&Cdi t.ut t.he r•••ller. could W1derc:ut the
facilit.ie.-baaed ca.petitors. For ...-pl., Aaerit.eh
could price wbol...l. land I Minut•• Of U•• (-MOU.-) at
an aver... rat. of SO. 00375, which ia above LUXe, ancl at
the ••• ti_ c:buye facilitiee-ba.ed competitor. $0.0075
to termiDate local traffic thrOugh • tandem office or
$0. 005 thZ'wp aD end office. <IIT IX. '7.3 at 1).
Clearly, with rat•• lik. the••• reaellera would be- in •
po.ition to Uftdarprice the facilitie.-baaed cc.petitor•.
Such a .caDario i. particularly trau.bl.... wh.n I
con.ider the fact that Alleritecb Cc £2fticatl-. Inc.
("ACI") i ••e.king certification (Docket No. 9S-0~43) to
be a new LaC (and a re.eller of beritech' ••ervice.) and
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might be in a position eo squeeze the faciliti.a-based
competitors ou~ of the local marke~ where Ameriteeh i.
unable to d.o so beeau•• of ~be imputation requirement. of
Seccion 13-505.1.

ICC Staff Ex. 7.00P at 20.

_ritech

Ameritech recognized that whole••le pricing createa new inputs
for purpos•• of imputatioa te.ting and, .8 • re.ult, Amaritech has
stated i~ will impute the wholes.le bundled rate. approved in this
proceeding eo corra~D9' Ameritech Illinoi. retail .ervice
rate.. Such. teet would be in addition to the impu~ation test
which Ameritech perfo~ today for it. retail, 1nterexchang. uaage
service to wbich ~rit.ch impu~e. bot:h originating and terMina~ir.g

ace••a cbarqe. ~id by IXC. when providing eompet:itive toll
ser.rices.

Ameriteeh has a180 seated that: it i. prepared to perform
additional, informational imputation te.t of whol••ale rate. to
insure that thee. raee. exe..d applicable, imputed co.t consist.ing
of imputed, tenl1nation acae•• rate. and applicable long run
aerviee iner_fltal co.t. (-LlSIC8"). All explained by Meritech,
such a te.t would be perfoZ1leC! from the per8peet:lve of compet.ing,
facilitie.-ba.ed provider. like MrS and TC tyet.. which purchase
terminating (but: DOt origiDatirsg acce•• ) f%'CMI Alleritech in orcier eo
provide their own, cc.pet.iJlf, whole.ale ••rvic... ~r1t.ch argued
that such. te.t 1. DOt required under Section 13-505.1 of the PUA
Dec.us. the imputatiOft require..nt ~ber.in appli.. only t.o reeail
price.. A8 de.cribec1 by Mr. Gebhardt, Oft. of the individual..
involved in illlpUtatioD lttgi.latioll, Section 13-501.1 was never
intended to apply to whol••ale rate.. Howaver, Ameri~ech .tated
that the co.-i..lon could require sucb a t ••t pursuant: to the
Commis.ion'. inforMtional imputation po11cy a. articulated in
Docket 94-0096/0117/0301 (consolidated), the Cu8tomer First
proceeding.

Ameritecb alec re8pODd.d to t.he .ugg••tin. of Staff that he
Company 1llU.t parfoZ"ll imputation teats to det.ermiu if carrier
access rate, purcha..d by interexcbange carriere for their
provision of toll .ervice. exceed whole.ale (a. 0pp08ed to retail)
ua.ge rat... ~rit.ch argued that: seaff'. concern cioea noe
properly fall within tbe are. of imputation becau.e section 13­
505.1 is not directed toward addre.'ing aay rat. inequiti.e that
might arise between whol••ale rates and canier ace... ratea.
Ameritech 11l1no1e further conten~e~ that S~.ff'. cancarn coul~ be
adare••ed by the Cc.ai••ion pursuant to it. authority to det.ermine
"just and re••onabl.- under Art icle IX of the PDA.
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Commi.'ign CpDS1Uliqa

The p~ cene.1nl an imputation requ1r..-ne wh1cb mult be met
by telecommunieatiou. carriera that provide both competitive and
noncompetitive ••rvic... 220 ILCS 1/13-505.1. The intent of this
requirement is eo enaure ehat incumbent LIes (e.g., Ameritech and
Ceneel) are not able to use ehe pri~es of their noncompetitive
inputs to lqu••ze tbeir competitorl out of the retail markets.

The plain l~ of the Pta doee DOt eupport Amari tech's
recOllMndatioll. ~. matter of la., the C~••iotl cannot adopt
luch • policy. P\lrtbereon, tbe PeA DOtwitblttanding, the incumbent
LEe. .hould not .. allowed the apportWl1ty to Iqwaeze their
competitor. out of the retail .arket. in the ..nner de.cr1bed by
staff. POl' t.he.. re••au, the eo-.i.••iOll i. of the opinion that
s.ction 13-50!5.1 of the ptJA i. aw1icable to the wbol••ale .ervicea
-provid.d by Ameritech and Centel.

Ameritech .tate. ebat it will praYide the n.c••••ry
a..ini.tratift amcl opu'.ticmal aupport. fWlet.iona a. requelted by
AT'T. ATilT ba. ntCIUeted tbat the folloriDg ~ included in a
whole.ala local exchaage tariff: (1) acce•• to Oft-11M eyeeem.; (2)
data interfac:.LDtrl (3) re..ller braNU., aDd (t> directorie8.
"'ritecb ......Hecl bow tM coat for vu1.oua adlUll1et;rar.ive
functiou .hould be ncOYencl, iAClv.d1Dg acc:eaa to on-line systems,
the creation of data interface., re..ller br&l1ding I and
directorie.. The CCIIpanY U'l'Md that beca"," whole.ale prices are
to be detanU.Ded Oft the ~il of the avoicled ·~k.ti.Ag, billing I

collection and other co.ta,- th. incr..-ntal whol••ale co.ts for
admini.trative/iDterface function. mu.t be included in the retail
avoided coata ualyee. in order to clee.zmine the actual leval of
.voided coat. iftGUZ'Z'8d in pl'OVidiDg .U"V'i.~a eo n.ellerl.

Staff taJc.. the poaition that .cce•• to th... functions
repre.ente acce.. to network .lements aD4, therefore, tmdt be
priced 8eparately aDd DOt incluc:ied al part of the co.t. for
whol•••le a.~icaa.

Cetel propo... that .uch network el.-nt.e be priced baled on
COlt I witb ... aw:h contribution to shand coat. •• the LEC
receives tbrougb the whole..le price. aDd operational and support
syltema prices cbarged to re.ellara."

Cgpslu.igp

The COIIBi••ioll i. of tbe opinion that tbeM acllliniatrative and
operational 8Upport function. •• reque.t.d by AT'T are network
element. ., defined by the Act and not ••rvic.. a. Ameritec:h
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maintain.. They clearly fall within the definition of network
.lementa •• provid.c for in Section 3 (a) 45. Accordingly, they
should be pric.d .eparately ba.ed on the pricing r.quirements of
Section 252(t!) (1) of the Act which governa the pricing of network
elements if pureha.ed ••parately. The adminiatrative Anc
operational support functions are alao pan of the whol••ale
aerviee.i and when .0 purchased, the costs should be included in
determining the avoided co.t. to previde wholes.le .ervices. The
Recovery of all .tart-up coae••••ociated with providing these
network elements shall be allowed consi.tent. with Section IV. A.

IV. mmJ:IISMJM or AS... UDJI, SQftI or PloymDlG
DLlccngmm;ean.M .Dytc;a, AI A -Up"" "'1:'

There ~.s debate in the r.cord over the identification and
recovery of the co.ts incurred when providing .ervices on A
whol.sale basi8. Ameritech contenda that the federal Act cannot
reasonably be interpreted to r.quire 'cOI'IpUli.. to exclude any cos~.

incurred in offering services on a whole••le baaia. The Company
argues that Section 212 (d) (3) .,ecif1•• tbat whole..le prices for
re.old .ervice. an to be ba.eel on ret.ai.l rat.. exclucling tbe
portion -attributable to any ..rketing, bil11ag, collec~ion, and
other coat.e that will be avoid.ed by tohe (iDc:wabent LEC]." Under
this approach, ~rit.ch argues that cOlte incurred a. a r ••ult of
making service. available on a whol••ale ma.i. are not avoided and,
thu., cannot. be .xcluded in ~he calculation of just and rea.onable
wholesale prices.

Amaritec:h iclentified at lea.~ $2.2 million in additional
stare-up co.ts which will be incurred in provid1ng s.rvice. on a
Wholesale ba.i.. 'or example, AIRtIritecb wit.ne.. Mr. Palmer
t.stified that the CO(IIpaIly will incur additional maint.nanee
expenses ba••d upon the nead for incre.se4 manual intervention in
the maintenance provi.ioning proc.... He further t ••tified that
the Company will incur ca.puter ayats. expensea to .stabli.h a new
aervice order .yatea for customers purcha.ing wholesale ••rvices.

Ameritech pointed out ~hat whole••le co.t. that ar.
incremental to the provi.ion of whole.ale .arvice. fall into two
categori.s: recuniftl costl and start-up co.t.. With respect to
the recurring cost category, Ameritech arped that AT"T did not
articulate. clear position on how sueh COIlt. abould be r.c~~.red.

At the same time, the eompany agreed with CCI aDd Staff that any
recurring whole.ale eo.ts should be recover.d in the price. for the
wholesale ••rvic••.

With r ••pect to start-up costs, Ameritecb tooK the po.ition
that they should be recovered in the price. of whole.ale .ervices.
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Atfteritecb argue. that r ••ellera ca\A8inv leart.;up _bele.ale coets to
be incurred .bo'lld be reaponaU»le for cClllllpeuaeing it for such
COlt.. However, if the co-illion doel not aelopt ita polition. the
COIBPAfty azvueel that. at tM v.ry leue, the COIBi••ion mU8t permit
.x09.nou. treat-.at of .uch coat.. AMar1tech argue. ehat without
exog.nou. treatll8ftt, .tart -up coat. would btl charged againlt
.arning. instead of being r.cov.red in the rat.. charged to
customer•.

AT.T aDd caa take the po81tion that Itart-up C08tl ahould be
recovered from all prOVider. in proportion to each provider'.
market ehan.

Staff agree. with AT.T'. po.ition to the extene that these
costs ahcnalcl not be recovered thz'outrll ..1...1. pric.. . It
r.commencia that, Reh.co.t. ,be recovend 1ft a cGllllHlt1tiv.ly neutral
mannsr. Seaff io4J,c.~•• that eme optiOD WCNld be .iailar to the
trt~ ',!:""" of iAaraMaA pre.ubtJcriptioa cat... ordered- by the
Con-i••ion in Docket" 12-00... The CCWWi••LOft'. co.t recovery
mechani. ..tabl:Labed j,ft tut docket .11_ ~t LIes to
recov.r fully eM 1Aitial incZ'-.ltal eapendit:'UZW....ociated with
intraMSA pn...u.cripe1_ over a twe par:Lod wlU.ah .bould not burd.en
or lhock the racepaytan Wlduly. PuRbenon, ic applie. to all
intraMSA tCJOa waich an el:L,1Dle for .......criptiOD \IJlder the
preaiee tbat all uaera of nell MOU. ~f1t fl'Oll ebe incr••••d
lev.l of cOlllHttit:1on encouraged ~ i.ftcr.... pn.ubeeription.

Staff cODt.... tbat ift order to ~lD caa.:L.tent with that
mechanism, uy co.t recovery _chanin oJ:de1:'ed in the in.tant
proceeding should he applied to illl service. which are available in
the tAlC'. wholeaale offeringa. In .ddit1oa, bee.Wle the LEe'.
current retail CU8tcx.Z'. eMuld be".f1t froa the cotllpetitive .ntry
encouraged by a wbol...l. offering, the charge. al.o .hould be
applied to the LaC' • retail ••rYice. if tho.. .ervic.. have
whcle.al. coUDte~••

MFS arpea tMC tile ~Z'1ate _aDII of decel'llialllg the co.ts
actually ava1decl 1a pzov1ctiag wbcl_le _zviae i. to take int.o
aCcoUAt DOt 0Il1y COIIt .a.1ft1'8 to the LlC in pZ'OVicliD.g the .ervice,
but al.o the adcU.tLoaal coati incurred by the LlC in doiDg .0.
NFl U'g'\l88 tut the added coata af wbol...1e .ervic.. must De
included iB tbe ~all calculation to arrive at the .-aunt which
accurately reflect. the avoided co.t. of whal•••le .ervice. MFS
pre••nted the aaalogy the followin, aaalogy to .upport it.s
po_ition:

If the price of • bu. ticket to Cbic-.o i. S1S and the priee
af a plana ticket ia S100, .witching froa a plane ticket to a
bue ticket aYOi~ $15 in costs, noe $100.
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MFS argue. ~ba~ avoided co.te mu.~ take in~o account costs,
.uch .8 the price of ~he bus ticket, that are none~hele.. incurred.
MFS conteftCl. ~bat if eh. COftlllliaaicm i. net careful, an incorrect
aseea••ftt of avoided co.~. could ac~ •• a barrier ~o entry to
facilitie.-ba••d compeeieor.. MFS ..in~ain. ~hae the failure to
take accoun~ of additional co.~. could create the kind of carrier
to entry that section 253 of the federal Actpro8cribe.. Mrs
atae.. that if the retail price of a particular .ervice is at or
near LRSIC, euberacting avoided co.t. without adding additional
coet. could enabl. r •••ll.re to purchale re.old local .ervice below
co.t. MrS &J:IU.. that it wculd be ext~ly difficult for
facilit1••-baeed carrier. to cOftlPttte with re••llen who.e principal
inpute would be priced below co.t. MFS contenel. ehat in the resale
context, thar. i. no basi. in eh. fedeRl Ace to recover
impl.ment.tion COIIt. frOlll anyone ot~r thaD r ••ellers of LEe
service.. Accord.ingly, MPS .tates that requirtDgfaciliti••.-ba••d
providers to pay for the.. (":,,:..'t8 <."., ~ be eDti .ely inconsistent
with th. federal Act'. preference tor i!·"cillti•• -.b...d c~ti'Cion
and would ••rioualy hamper its devolopmeft~ a~ t.his" critical
jUftcture.

C;mmil.ion QqnelUliqD

The COftIfti••ion c:oftCludea t.hat all fixed coats incurred by the
incumbent LlC in setting up the wbol••ale/~.al. markee structure
.hould be recovered from all whol••ale prov1de~. in proportion to
each provider'. local wbole••l. market .bare. AI a ma~ter of
policy, thi. Ce-i••icm baa conai8teDtly ruled that cost. .hould be
born. by the parti.. caWling .uch coats. Thua, ift eDi. in8tance,
wholes.l. r •••11er8 cauaing .tart·up whol•••le coata to be incurred
should be r ••pon.ible for eompensating the incumbent LEe for such
costs.

Ameritech, '~.ff aDd AT~T .adre•••• tbe proper identification
of advert.1.in., maintenanc., uncollectible, and customer .ervice
.xpen.... With raapect t.o advarti.ing ~•• , the Company
contenel.d t.ha~ i~ "ill continue to incur aclverti.1ng expen... in a
whol.aale eDTi:ron_t. ~r1tech had initially lIOdified i.ts
product. specific LISle. and it. adminiat.rative and shared coat. to
better reflec~ t.he advereiaing expenee. it would incur in a
wholeaale .nvi~Dt. E.sentially, AMr1tech witD... Palmer
indicated that he re.aved from t.he whole..le cost studi.. all
advertising .~n... which ware related to Amaritecb'8 end u••rs.
The•••xa.les, include .clwrt.iain; t.o carriers purc:huing operator
.ervice., directory .erv1c•• , vicleo ••zv1c•• , aDd re.olcl local
exchange .e%'Vic... Mr. PalMr calculated that Alaer1tech will incur
$9 million 1n advertising at trade snow-, iD trade publications,
and in product guide. for purpose. of Account 1113.
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In re..,oNle to AT.T'. po.i~1OD, Aaeritec:h further contends
tba~ no co.~ to aclveni.. retail .erv1ce. baa been included In the
Company' 8 whole••le aclvel"ti.in.g. ~her, although AT'T centends
that Ameritech ... nat need to aclYert1.. whole.ale .ervice.,
Amer1tech cont..nu that AT.T'. po.1t1OD ipozoe. the face that; such
advertising, in fact, doe. t.ake place ~oday and provides a key
means for the Company to comaunicate with otber carriers.

Staff agr... that tbe co.paay 1. likely to incur advertising
exp~1Z1.e. in the wbol...le env1roD11ent aad augge.ta tnat Mr.
Palmer'. original modifica~ion .hould Dot be altered.

AT.T witne•• Rea.on, ao....ver, .tated that all of Aaeritech'..­
adverti.ing u:pezwea an avoidable IUICl nc:a-nendect that the
Company'. co.t .tudie. be modified accordiDily.

_el"it.ch'. wboleH1e .tucU... 1nc:luclad. aD .djust_Dt to the
ordinary asainttmallCe factor whicb 1....11_ to all I.ILSIC. that
centain capital ea-ta. Thie mod1ficat1OD accOUD~. for an
anticipated incre.se in aaintenance expenaes which purportedly will
occur becau.e t.he maintenance ord.riDi proc... will become more
time con.utaing in th. whol••ale envi~t, aDd it 8erYe8 to
increase the Company'. wbole••le co.t•.

ANl"itech calcula&ed the _intaaDCe adju.atMllt f.ctor baaed
upon the per-naC_ of tiM that IlllllNal iIltenwntion will be
required by the ca.paay in baadliDf ..tateaance c.... with
re••ller. which do DOC viab to incur the • ..-aM of developing an
electronic interfaee for _intttAUlC8 pupoaea. ~rie.Ch••tirnated.
the fr.qu.ency of .Buel int.erveat101l ba.. lIpo1\ ite current
experience with Centrex re••ll.r.. Ameritech's maintenance
acijuatment factor repre.ents $3." milliOD of the total assigned
maintenance coste of proViding whOle.ale .e&"Vic••.

Staff t .... tba poaition that whil.-the CDmpaDy'. rationale
may be forward looki.., the cost u8UllPciou are ba••d on
.xpect.tiona ra~ tbaD ..,.rieAc. with tae ..inteaance ordering
pl"OCe.. ill a ....1_1e eDyiroament aad an ....culative. Staff
cont.nda tut the ca.ai.sion .hould DOt. allow this maintenance
adju.tment facc.~ ustil tbe Company baa had experience upon which
such an ac:ljustaeDt CaD be ba.ed.

AT.T ap.. rith Itaff Oft the i.we of _intenance .xpense.
It endor••ct Staff'. a4juat..nt to offaet ~it.ch'. claim that
maintenance will be hi,her in a whol...le eavironment.
ATl&T'. obj.c:tiOD upon ebe fact tut ~r:Leech del"ived the
adju.tment factor ba.ed upon a ••rie. of speculative a.sumption•.

Ameritecb &1.. de".loped • whole••le 'UoDGCllect,1bl. expense for
purpose. of clevelopin, ita whole••le, avoided billiftg CO.t:8. The
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estimate waa baaed upon actual experience with IXC., information
provider., competitive payphon. provider., inesepenant LEe.,
competitive ace••• provider., Centrex reseller. , and lar9. bU81.n•••
cu.tomer.. Ae a re.ult, the Company utilised an uncollectible
expen.e factor of 1.32' in compari.on to the factors of 1.29\ and
1.05t recommended by Staff and AT.T, reapeetively.

With :re8pect to uncollectible expeue., AT'T proposed to
remove the varied and unrepre.entaeive collec:eion of cu.t.omer types
con.idered by Ameritech aDd, rather, to ba8e the calculation on
actual experience with IXC.. AT.T explained tiult griven the nature
and. qualification. of re.eller. that will be certificated, the
r ••ult will be uncollectible expenae mere in line with experienced
with that IXC.. Punhentere, AT&T coftteftCla that it would. be
reasonable to a.~ that. the uncollectible expena.. incurred in
the wbole.ale environ_at would be .;.rcila=to t~.e which the
Company currently experienc•• wieh it. current c:ani.i. like'AT'T.
Therefore I be recoc-.ended that the whole.ale W'lCOllectible expen.es
and. impli.citly, ehe uncollectible expentle be recoaapueed based upon
data related only to IXC•.

Staff witn... Webber, however, opined that t.he whole.ale
cu.tomer., in te~ of tn.ir ability and willingnea. to pay de=e.,
would 11kely be .illilar to the C~Y'e current whalesale
cu.tomers. ae oppotted to the nUx of whol..ale aDd retail cu.tomers
a••umed. by Mr. 'al_r. Therefore, he recc.aencled modification.
which were ba••d upoD data that exclude. all end ueer.. Staff
statee thae this adju8e..nt originally ... aD attempt to account
for the reduction in uncollectible expen.e. whi.ch likely will occur
a. a result of tM company offering whole.ale .ervice. anel.
therefore, it i. logical eo conclude that the adjustment should
exclude reeail eDd u..r8. seatf ccmtenda that thie expense should
be baaed upon ita experiences witb whole.ale c:uetomer•.

Amerieecft contended that Staft'. and AT.T'. viewa of the
uncollectible expea.. factor are not cr.di~l. becau.. the Company
would be requ:i.recl to ipore elata that it haa aCCWIUlatecl when
clealing wtth large tNeift.ee customer.. Further I under AT.T's
position, AMeritech would have to take tbe myopic view that the
uncollectible expense factor .hould be ba.ed .olely on the
experienc.. of carriers like AT.T, while ignoring Ameritech' S

Illinois' axpttrience with other type. of cu.tOlMrs, including
smaller carrier. with which it has had billing disputes.

<:onelu.ign

Becau.e AMritech provided evidence .. to it. advertiaing
expenses related to current whole••le operationa, it is reasonable
to •••uma that it will continue co incur the.e expen.... ThuS. its
aVOided eo.t••hould not be based upon the assumption that all such
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coata are avoidable. The COftIIftiss1on will affirm the Company'.
original coat modif1c.tiona.

The CoaIi••1OD concludes that AMrit.ch haa .ati_ted its
advertising e~.a in a wbol••ale enviroament accurately. The
Commis.ion reject. AT.T's poa1t1oa tbat the co.m1••ion should, in
effect, disallow auch coata fram Ameritech'. coat studies. Such
advertising tak.. place tcxlay aDd aarvaa • uaeful purpo.e by
informing reaeller. of .vailable .arvic... Tbe cc..iaaion agree.
with ~ritech'a ~itiOD that aueh adverti.iDg will continue to
••rve a u.eful puzpoaa in the futur•.

With .respect to tha maint.aac. acljuCMAt factor, the
Commiaaion finda tbat Ameritacb properly ••ti..t.. that it will
incur addit10aal ..intea&ftce axpeaa•• when ~liDg with r.a.llers.
As the CQIIIPIlIIY COIlttmel8, it. CUrnJlt ..illtuaDC41 experience wi th
Cen~rex :e..llera ia clearly relevaat, .. ia ..1clellce that aome
resell,r.. will DOt utili.e electranic interface., thereby causing
maintenance expm... to iDCr.... • 'fttJ.. i. fozvarc! looking
information which the CQIIPUlY properly v.Md UDder the cost of
service rule in developing aft accurate maintaDaDCe expen.e factor.

With re.,eet to eM u.ncollec:tible ::t:'M factor. the
COfBia.icm agnea wi.th ltaff ehat eM calculat em for thil item
.bould be NHcl OIl cIa~. tJlat baNd v.poIl data ebat exc:ludes all end
us.n. lecaue this acljut-.nt ... ori,1ully an attempt to
account for the reduct!. i.A \&DCollectibla expeu.. which will
likely occur a. a ra.ult of ~be C~ offering wholesale
.e::vicee, Jot ia, tMnfon, lovical to cOIlclwle that the adjustment
ahould exclude retail end u..r •.

Furtur, the Co-i.••icm coaelwle. that tM level of expen.e
identified by ~itech aDd Staff in the CU8~omer ..rvice. expense
categcry (AccCNllt "23) i. rea.oftUl.. 1Iben this level of expenae
11 .dded to it. aaalytlia of avoidad. cotIt. i.A ~ritech Exhibit
7.13,'the total 1...1 of avoided eoee. iDcraaae. to '1&1 million
(from $121.3 11111101\) aDd the con-eapOftcU Dg eli.count level
iner-•••• to I.t?' (f~ '.1.).

c. 'th'e'_lm,De- CMI.

AT.T CODe..... tbat .....S'.l _jor are.. of act.:l.n1.tr.tive and
shared co.t. would __ avoided in a l.rge-acal. abedding of retail
activity by tM iftCNllbeat LBC. Exallple. of ~be•• coat. include
building., vehicl••, cc.put.r equi,.eAt, furni~uz. aDd artwork,
perlonnel and other a...ta and functiona aupporting retail
operation.. AT.T .tate. that ~rit8Ca baa not identified
administrative/abare co.ts adequat.ly for purpo••• of it. avoided
co.t analyai•.
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A.meriteen responoed that admini8trative/.hared co.t. are those
that are incurred by twe or more .ervi.ee.. Aaneritech state. that
administrative and .hared coate are aclc!ed to the IaRSIC8 of .ervices
on the ba.is of the relative UlSIC:. of those .ervice.. The end
result is the TAC of the .ervice. A .ignificant portion of avoided
retail costs is attributable to the adminiStrative/ahared costs
category.

Ameriteeh argued that AT.T'. po.ition i. totally lopsided and
illogical becaU8e it advocate. tn. removal of such
aaministraeive/shared coats only from the whole••le TAC, not from
the retail TAC. In addition, Ameriteeh argued that it presented
extensive, re.pon.ive te.timony in which Mr. Palm.r de.cribed the
methodology used by the Company to identify administrative/shared
costs.

Commission CgnslUligp

The Commiaaion conclud.. that Amarit.ch· baa ..ufficiently
iden~ified its adminiatrative/ahared coata incurred when providing
wholesale service.. The Conrpany C08t studi.s are derived from its
1995 Annual 'i1iq and are pur.uant to tlse Coaspany'. alternative
re;ulation plan filing in Docket. 92-0••'/93-0239. AT'T has
proVided no aOW1C1 re••em why ~h. COIIIli••ioa'. previous approval of
the company'. atudie., inCluding id.ntific.tioa of TAC of retail
.ervice., now lhould be diaregarded for puzpo." of calculating
avoided whole.ale co.t.. AccoriiDg'ly, the COIllBiI.ion rejects
ATilT'. po.ition that Alleritech is entitled to recover nane or only
a limited amount of wholesale administrative/sbar.d costs in the
prices of ita whol.sale .ervices.

D. At.,.,. Db,M" ee., I,. eM Am'. '"".14 as,
Pi,-OWI

AT'T witne., I)r. S.lwyn atateel that it would be preferable to
utilize a "bottc.l-up· or LRSIC .tudy wn.ft developing each LEC's
wnole.ale rate.. ODder .uch a scenario, whol•••le rate. would be
ba.ed upon whol...le eo.t. and therefore would exclude retailing
costs. He furtbar .tated, however, that a -eope-down" or FUlly
Di.tributed COle (-FCC-) .tudy could be useel as an interim mea.ure
until the appropriate cost studies are available. This approach
es.entially leeks to remove all retailing co.ts from che
LEes' current co.t structur.s and then set8 whal••al. rat•• based
upon the estimated avoidance of retailing eosta.

Alfteritec:h adelr••••d ATrcT'. embec!ct.d COlt analy.1. performed by
Or. Selwyn. Under the Selwyn analy.i., the level af the Company' Ii

avoided co.t. in offering .ervice. on a whol••ale ba.is would be
25t, or nearly triple the level iQentified by Mr••alwer.
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Ameritech argued that Dr. selwyn'. AB&lpi. .bould not be
relied upoI1 becau.. the ciefinition of coae. reflected in the
analy.i. i. totally cODt.ruy to cOIIaie.ion policy and precedent.
The Company contencle that the C.,..i.eion haa fully explored - - and
rejected -- the ule of accounting, ....dded coat. in FOe studies.
Ameritech also argu.d that the Ce-mi••1oD'. approval of its LRSle
.tudi.s i. fully con.istent with the ~eeiOft'a c08t of .ervice
rule, which require. tba calculation of LalIC COltl a. a basis for
attributing coae. to a .ervice. Ameritacb azvu-e that AT&T' 8
embedded approach, on the otbar hand, i. incoaeiatent with this
approach, aDd evea Dr. .ebryn concecl.cl that the u.e of LRSIC
.tudie. i. preferable over the long terti.

Amer!tech a1eo ccmteDd8d that Dr. 'elwyll' • analy.is was
fundamentally flawed becau.e it relied upon out-at-date data and
made 9%''.)•• , 8il1l ~ \i~~ic: a••umptions witb n.,.ct to the acc:ount
e"Pen.... t: . Pi· 'oJ' lilly would be avoided on a wbole.ale ba.i•.

cor\clu.igp

The CoIR.1••iOl1 reje=a AT.T'. ........ cost analy.i. ••
inconsi.tent with our co.t of ••rvice rule. ATIT'. embedded
analy8is ie Dot a long·tera -'preacb to ideDtify1Dg avoided coat•.
on the 0tAa' haU, ~Z'itech'. aDalyaia of a'YOidacl coate, wich
certain adjuat1leJ1ta ••e fortb in thia OZ'dar, ia cOIUIietent with the
Commi••ion'. coat of ..rvice rule. The C:= ••i ••iOft therefore will
rely upon it foZ' purpo... of d.teZ'ftIiDiDg ....rit.ch'. avoided
"marketing, billi,., collection aDd otbar co.t.- UDder Section
252 (d) (3) •

v. m.c:on AI IWZDC:I'I ...m mtn

A. 'RMJ.&iI 'mice.......4 Jzr ',ertt;"
Ameritech has filed a propoaed wbcle..l. tariff -..tting fortn

thoa. telecOlllaUllicati-. ••rvic.. aDd a.aociat.c! noft-recurring
charg.. that the C:ClIIIIPIUIY i. initially pa-opoaiDg to off.r on a
wholeeal. baai.. Theae .ervice. are:

N.twol'k Aeee••
Illt~aMIA 018 calling
ISJB Direct
eultOlll Calling
CLASS
Complimentary Central Oftice Feature.
Remote call FoI'WU'd.ing
DID Tnmk.
Dir.ctory
Directory Aa.iatance
Non-recurring Charge.
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Non-Coin Operator
O~her (e.g., toll r.s~riction, temporary intercep~, foreign
district)

Ameri tech contended that the foregoing list of services
consi.t. of virtually all of the Company'. major noncompetitive
services and i. at tbe ••• time reapen.1ft to the p41titiona of
AT'T and LCDS and the .ervices reque.ted therein under the PUA.
Am.riteen stated that it recognize. the federal Ace require. an
expan.ion of those ••rvice. that would be .ubjeet to resale and
whole.ale priciag, citing cC1l'lptttitive ••rvic.. a. an example.
However, tbe Company further argued that tM COIIIi••ion need net:
resolve in ehis proc••ding the i.sue of precisely what additional
telecommunications service. mu.t be offered Oft a whclesale basis
pursuant to the feeleral Act. Re.olution of tbc•• i ••ue8 wt.ll occur
when Ameritecb expande it. whole••le tariff ina sr:.para:'! tariff
filing for additianal whOlesale telecommunicatio~ servi3as.
Further, the COIIPUlY .tated that .ince it baa not yet performed
avoided retail cost .tudi•• for an expanded wbole.ale offering, the
Company will u.. .. a baaia for the wbole.ale diecount for the
expanded offering. the average discount for all wbole.ale .ervices
for which the avoided LIlSIC cost. were developed. Such an average
ciiscount will be u.ed UIltil additional Ll.SIC "ud1•• are performed.

ATILT conteftda that tile feeteral Act requin. incumbent LEes to
offer for re..le at whol••ale r.te. "IDX telec..-unieatioJ18 service
that the carrier provides at retail to eub8criber. who are not
telecommunications carri.r••... ft lectioa 251(c) (4) (A). (Emphasis
added) . AT'T f~r contend. that coneieteftt with the
procompetitiY8 intent of tbe federal Act, all LIe ••rvice. should
be made available, without axc:eption, for re.al. by new entrants to
the local exchaage marketplac.. According to ATilT, the incumbent
LEC. cannot be perllitted. coui8tent with the intent of the federal
Act, to ••lect out retail ••rvices they .choose not to offer at
wholeaale. Tbenion, ATilT contenda that tbe total renle .ervices
offered by Ameritech aDd centel 1ftU8t include all .ervic•• including
all "grandfatheracl- or "lI\ID88tted" .ervic•• , proaaotioDal offerings
and eervice "packa,.- offering., proprietary ••rvic•• and carrier
ace••••ervice•.

AT.T object. to the Ameritech and Staff poSition that new
.ervice. Deed DOt be offered automatically on a whole.ale ba.is.
ATILT contendll that tbe inCUlRbent LEe would ha.-, at a minimum. a
six month competitive advantage over reeellers in the retail
market.

Staff re8pOftda that a.eritech and Centel are not required. to
provide new local exchange .ervice. Oft a whol.eale basis
automa~ically; rather, incumbent LIe••hould provide new .ervice.
on a wholesale basi. after a request is made by the re••ller, based
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on the ",bol.Ale pricing methad required. ))y the Coatl1••ion. Staff,
however, .tace. that the re..ller .boule! not be required to apply
to the Cam-i••ion under Section 13·505.5 in order to have a new
service priced on a whole.ale ba.i.. Staff contencla that the
federal Act siMply doe. not reClUi.n n ..11.r. to apply to the state
cOBfti••iona each and every time a new .ervic. i. introclucec:L Staff
agr... that .ucb a reacliDf of the rederal Act would v•• t the
i,ncumbent LEC8 with, at l ...t, ••ix-month wiDClow before they would
have eo compete .ga1nst re..llers.

Amer1teeh also argues that proprietary .ervic.s need not be
made available at wbol••ale rat... 'l'M COIIIPUlY cit.. FAXTRA .a an
example of • p~ri.tary ••rvicel 'AXTaA is • network baaed fax
.ervice. Staff .fI'88. with Merit.cD tat proprietary aervices may
be exclucle. froll • whol•••le off.rUIII. .......r, lt i. Staff'.
po.ition that ~he inC1lllba!1t1..BC. should not be allowecl to dec:ide
unilaterally w.:lic:b ;ezv:.ce. "\Z'e proprietuy aDd excluded from a
wboleeale offering. It~~f recamm.ada ~bat tba ca..is.ion review
suc:h propo.al. on a ca..·by-case ba.i•.

commilliRR CQpsly,iQD

Amerit.ech ..a Calltel are N41U1nc1 by tba federal Act to
provida wholesale ..rvice. throughout their entire service
territory. In aclcU.ti.on, IectiOft 251 (c) (4) (A) nQU1re. that all
retail local __... Mn'ic.. .. ... available for re.ale.
However, the f"'ral Act later .tate. that wbole••le prices shall
be calc1,llatecl ,,_ tM ba8ie of retail rat.. c!IUVecl to .ub.cribers
for the teleca..~icationa .ervi.ce ree"'ceA ft (Sec:tion
252 (d) (l), .......i ......). lince AT.T alnacly bas provided a
detailed aDd axba~tivw listing of retail aervice. it reque.t. on
a wholesale ba.i., AMrit.ch aM Catel .boulcl be req\lired, in this
proceeding, to provide all local exchaDge aervic•• reque8ted by
AT&T on a wbcleaa1.. baai.. If AT.T or lilly othez' tel~ication.
carrier cle.i~. additioaal retail ••rvice. aD a wbOl••ale ba.i.,
then it .boul. f1l. a ~.t with ~rit.Cb aDd/or centel or any
other iAC\lllbellt LEe. The eo.i••1cm i. of eM opiaion that this
reque.t Deed DDt be in the fora of a 8eCtiOD 13-505.& proceeding.
Therefor., ~ritecb and Centel should be required to offer all
reeail servic•• outlined in ATfr.T'. petition OD a whole.ale ba.i. as
required by tlla federal Act.

With r • ...-c to the provi.ion of pl'Gprietary ..rvice. on a
whole••le ba.i., the Co.-i••ioft i. of tae opinion that Staff's
proposal i. tbe MOat re&lOftabl.. While AllUitech aD4 C.ntel should
not be required to provicle proprietary .el'Vic•• 011 a wholesale
b••i., they CaDDOt bave tbe authority to UDil.t.~lly define what
service qualifi.. a. proprietary. '!'he eo-1••iOll retain. the
authority to review such propo.al. OD a ca•• by ca.. ba8is.
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Ameritech contended :hat it .bould no: be required to make
promoeional rate. available at whol••ale rate., whether offered
individually or as part of .ervice package.. In re.pon•• to the
po.itions of AT'T and MCl that a price aqueeae could be created
through prOtftCt10nal offerings, AnIritech argued that Sect:ion
2S2(d) (3) require. whol•••le rate. to be established on the bas~s

of ~retail rat•• - aDd impo... no expre•• requirement with respect
to promotional rat... Further, AMritech c~tted to limi t
promotional offering. to • duration of 120 day. or less in iii

calendar year. In aclciition, the Company agreed with Staff's
poaition that .hould a promotional offer1ng fall below the
corre.ponding wbole.ale rate, Amer1tech will lower the whole.ale
price to prevent a price .qu..ae. rinally, Ameritecb contended
that excluding promotions from, the wbcle.~. .ervice obligation
will stimulate LaCe to developpromction. and, .t the .ame time.
stimulate reseller. to develop their own pricing and diacoun~

scheme•.

ATilT propo... that anytiM an incwabent LIe engage. i:'l a
promotional offering for its retail .ervice., ehen ehe re.eller
should receive credit. .0 that it alao receive. benefits of the
promotion. ATlT b•••• it. po.ition on the .rgument that without
this requirement, the incumbent LaC, which alao compet.s in the
retail markee, will be able eo drive out and undercut its resale
competitor•.

Staff 4i.agreel with A.Tf&T'1 position and believea that:.
promotional offeringa are retail co.es of CONpeting in the market,
Therefore, Staff arvue. that the pricing equation shoule! Dot apply
to promotional offering. by wholes.le LlC. a. long a8 the
promotional price 1. equal to or greater than the whole••le price.
Staff eoneeftC1a that if the whole..le. LlC chootle. to make
promotional offering. available trJlt are below the whol••ale pric:e I

then the whol...le price .hould be lowend to the promotional
offering price. According to St.ff, thia requirement will allow
the incu.bent LIe to compete with facilitie.-baaed LlC., while not
harming r ...le LaC.. HowtIver, St.aff recOIDenu that the COII'lmission
review such promotional di.counts on a ca.e-by-c:a.e baais to
determine their rea.onableness

Commi"ioD OQDclu.igp

The C.,..i••1on .gree. with Ameritech ucl Staff that the
Company ahould DOt be required to provia pro8lOt1onal offering. and
.ervice p.ck•••• , limited to 120 daytl or le•• 1ft a c.lendar year
and pr1eed above the whol••ale price, on a whol•••le baais. The
Commission finc::ls that nothing in the federal Act require. LECs to
offer such time limited promot.iona and service paekage. on a
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whole.ale ba.i.. Pul'tber. tha COIa1••icm conclude. that. a contrary
re.ult would di.courage the offering of .uch time limited
promction8 and ..rvice packaga. by LaCe. ai.coura.. competition,
and chill the ofterinv of .uch ti_ liaitea uparate promotions and
.ervice package. by competing re••llers.

C!. ..,",.-., ....... ....",_

As c:1i.eC1Ml.ecl aboft, ~ritech baa cc_itted to expand ita
whole••le tariff ill a IMIpARte tariff filing. However. the company
baa propoaecl to exclude tboae ••rvice. (or rat.e plaDa or offerings)
from it. expanded filiDl' that bave DeeD ~at.beracl or .un.etted.
In d.eteZ'tl1n1DW tbo...."ice. to be graD4fat.bencl or 81m.etted, the
company .t.ted it will rely OD tbll foll~ criteria: current and
projected dem&D4 for tbe ..rvice; the .cape'of ..rvice; and the
availability of naecmable .ub.titute. for tba 'l.rvice. a.cause
.uch .ervic.. WO\ll4 DGt be ava;'ltiobl""; fo.: ref' :le, a whole.ale
requirement would alao DOt apply.

The COtnpaay argued tbat it .bould be peZ"lllitteci to grandtather
or sunaet ••"1oe. becaUH INbtttitute ""i•• vill form the b••i.
tor any ~ritech -.rketlng initi.tive. d1~eted at customers of
grand.f.tbered or ....tt.. ..rvice.. lirliluly, re••ller. will
rely upoA i"tlcal, aubIIeitute aervicea (.lbeit priced at
who e.ale) il1 Ml'lcetiag to tba. c:u.tOllllr.. Accordingly, r ••ellera
will not be diaacmmtated.

Statf agr... witb AT.T aDd. NeZ that .Ieeticm 252 (d) (3) of the
1996 Act doe. not allow for iaCUllDellt I.IC8 to exclude granc1fatnered
and .un.etted .."ieee f~ • whole..le offering. St.ft reeo_nd.
that Aurit.eb Illinoi. aDd Centel illitially!:Me allowecl to exclude
.uch .ervic•• £1'01\ a wbol...le ottering UDtil it recei.,.. a request
froll a carrier uii18 the pricing metbodology adopted. by the
Commi••1on ill thi. order. It.ff .tat•• tba~ thi. Nc~l'1datiQn i.
fully con.i.teat vi~ tM Act, while pnYellt1A9 the ~.J'lt LEes
trom haVing to 1IMNJ: \lADlec....~ acIIIiDiatrative coata. Staff notes
that the Pta Z'1MIU1rea a LIe to petit.1Oft t.be CoIB1••i011 to withdraw
noncompetitiYe Mrriee.. 220 ILCI 5/13-606. Staff alao would
expect ~itecb or c.atel to petition the ca..iaaion before it
grandfather. a ael"\'ice.

AT'T and cal argue that even though Amariteeh or Centel may
not be adcU.D9 new cuatomar. for 8Ueb ••"icea then is no
juatitication for withdrawing it. existing cuatomar ba.. from
cOIlPetitioa. Aceol'tiDe to ATilT. the•• are retail CU8tomera, and
the .ervice. -...t be .vailable tor re••l. eo that the c:uate-ar. may
benetit fro- retail ca.petition. AT.T conteDda that Aneritech'.
propo.ed exception would cu~ail competition for the•• cuatomer•.
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Co~••iQD bpftclu'igp

Tne COIIBissioll .dopes t.he po.ition of Staff tohat LEes be
p.rmitced to exclude grandf.ehered and sua.etted .ervices from a
whole.al. offeriD9 unle•• they receive & requ••t from a carrier to
make such s.rvic.s available on a whol•••l. baei.. In .uch an
inst.ance, the whol•••le provider can only provide the requested
service to the cu.t~rs that ree.!v. tM graadfather.f1 service.
Thi. will ensure chat wholesale provid.rs are c01llPtlting on an equal
footing, while still provi4i.ng the incwabent LEe with the
flexibility to t.rminate the off.ring of c.rtain services.

D. Carrier Ac••••

Carri.r ace... .ervice. are not includ.d in Am.rit.ch's
proposed whole.al. eariff. The COIIP&DY argu.d ehat Section
251(c) (4) '.,0••• a duty on incumbent. LEC. to off.r for rel.le at
whole.ale rat.. only tha.. t.leC08llUnicatiou .ervic.. whic:h the
carri.r •provides At retail to .ubscriber. who are not
t.l.cOflllllUl1icatiofts carriers. II AMriteeb argued tbat carrier acc••s
service. ar. already wbol••al. ..rvic.. which Ameritech offers to
telecoIII'IUDicat1ons carriera, DOt retail eDd u.er.. Therefore, they
are not encompa••ed by eh. CompanY'awhol...l. obligation.

AT~T argues, firat, thae Amaritech'a acee.s service tariff
defines customer{.) .8 follow.: "The tera '~ta.er(a)' denotes
any individual, partnership, a••ociation, joint-e~ock company,
truat, corporation, or SJOVI.nwantal .ft~ity or any oth.r entity
which .\&b.eribe. to the ..rvic.. offeree! under thia tariff.
including both In~.rexc:han.. Carri.ra axe.) and end user•. "
Because ace... i. available to subscriber. -who are not
t.l.communica~ica. carriers- (and i. in fact provide to end uaer
customer.) acce•• muat be ..de available UDder the federal Act ••
part of the whol•••le offering .t a whol•••le price.

S.cond, AT.T ccmteDda that the CoIIpaay' a ....rtion that
carrier .ervice COIlt.ina DO retail coat cbat would be avoid.d is
likewiae ucorrect. AT..T .tat•• that Aaerit.ch ignoree the manner
in which acc••s charges have be.n aeveloped. AT'! argues that
acce.. char9.s do cont.in retailing coat.. AT.T argu.. that a
whole.ale a.rvic., priced so a. not to includ. thoae coata, can and
must be developed.

Amerit.ch reepcmd.a eo AT.T'. posit1cm that carrier acce••
servie•••hould be included becaus. of ~rit.ch'. definition of a
"cuatom.r- in ita ace... tari.ff includes .nd user., - Ameritech
point.d out that there i. no evid.nce in ehi. record tohat .nc:l user.
are, in fact, eak1n; ••rvice un4.r the cc.paay'a ace••• tariffs.
In addition, Amerit.eh argued that even if accee. ..rvices were
encompassed by Section 251 (c) (4), the IXC:. would not receive a
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diecount uncler tbe f.ral Act' 8 avoi~ eat .tanureS. Since
carrier acce.. already is a whole••le service, there are no z~l!tai1
co.e. that WCluld be avoided if carrier acce.. were supplied to
re.ellers for r••ale.

Ameritech alao atat•• tbat wbile AT~T claimed in it. inicial
brief that there are avoided retail coata ill carrier access
service. bec:aUM of tM J'CC'. rat_king _tbaclology, the Company
argued that AT.T pZ'OV1c1ed DO record euppore fol' tM. contention and
that there are no avoided LISle eoat. in intraatate carrier access
.ervice. a. the undisputed testimony of M%'. Palmar'. testimony
demonstrate•.

Commil.ieO OQpelu.igp

The Ca.ni••iOD ~ concludes t\~t. ·~aZ'Z'i.r acce.. ..zovic:e is
properly excluclecl from AIft~rit.ch" ';tror.,;lIed \,hol.a.l. tariff. Very
'imply, ••ctlcm 251 tc) (4) i. .cSd.ra••"·\l to llU'Yic.. prOVided to
".ublcribara who are net t.l.ce-wlicatiou canien. II Carrier
ace••• eervic•• are not being providacl to such -.ubscribarl. II

l'urthermore, tben il no r.cord ev1c1erlce of any avoided retail
coat. of offer1ft1 carrier acce.. to raMller.. Accorciingly,
Ameritech i. not required to offer carrier ace••• a. part of ies
whole.ale tariff offering.

•. 9''1= IMyi'M

Ameritech .ddze.... ....ral other type. of li~tation. which
it propo.ea on the re.ale of service.. one of tho.. limitations
d••lt with flat-rated _rvice. '1'be COIIfPaDy argue. that allOWing
resellera to be able to take advantage of flat rate priciag where
it atill ex1.t. would limply di.tort competitive .ntry decisions
and encour_ re..ller. to .erve high eDd CUlleQl8r., while being
provided with fl.t rate, low co.t u.age fram tbe underlying LEe.
u a matter of policy, AMritech argues that the C:~.aion should
be enCOural'Ulw nt••llezo. to .erve all cuetOllera, not j uae. high end
cu.tomers. Excluding flat rate eervic•• fro. re••le accomplishes
this objeccive.

III aclditica, a-rlt.ech au.blaitted tbat it .boule! not be
required to -build out- ita facilitie. where DaDa exiat today in
order to pZOOY1.. re.old/whole.ale .ervice. ill 11_ .reas ana.
instead, .bould be penlitted to negotiate coat recovery on a
c•••·by-c... baai. wlth any re••llar requ..tiDf .ervice. iR a new
are.. Ameritech CODtende that .ucb ftegDtiatioaa would ensure a
proc••• wtuanby the C::l..uy would be CCIIIPIDHtecS for additional
co.t. tbro\lf'h apecial c:cmat.ruceioft chargee aACl any applicable
tariff cha~., ucl through appropriate payments for any early
discontinuatiOll of ••rvice. purcha.ed by r •••llen aDd carried over
the new facilitie•.
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AT.T contend. that Ameritech'. ba.i. for this proposed
exclusion i. misplaced. According to AT_T, whether a service is
offered on a flat-rated baai. or on • uaage baai. is irrelevant to
the i ••ue of whether the resale of the .ervice will facilitate
c0ft\P.tition: if it i. con.i.tent with the pu,1:)lic inter.st for
Ameritech to otter a flat rated service to ite reta11 customers,
then the s.me public: inter••t i. ..rved if a re.eller is abl. to
offer eh. flat rated service to its custOMera. AT_T al.o argues
that there i. nothing in the f.deral Act to .upport this exclusion.

Staff di.apoe.. with Ameritech' a poaition with re.pect to
requiring the Company to extend or "build faciliti•• to provide
service for re..llera' cust=-er.. The propoHd pricing methodology
advocated by Staff allows the whol...l. Lie to earn a pro rata
share of contribution on all re.old .ervice., including build out
to new subdiviaions. Staff further .tat•• that, any additional
co.te, such.a. apeci.l eQ~truction eo.t., may be charged by the
wholesale LEC.

Like AT_T, CCB a1.0 argued that flat rate service .hould be
made available for re••le. CUB note. that Ameritech reli•• on a
12 -year-old C:~••ion Order a. eh. ba.i. for this propo.ed
exemption. CtIB ....te. that by proposiDg such an exemption,
Amtaritecb ignores the clear lantuate of Section 251 (c) (4) of the
federal Act, which -.ndat•• thAt all eelecca.a.micaticma ae%Vice. be
made .v.ilable on a wbole..le baais. Moreover, COl argues that
prior COftllli.a.ion c1ecisiOl18 .re not entitled to aa ; udisata .
Finally, COl argu•• that excluding flat raee ••rvice from resale
keeps Ameritech'. flat rate customers, who re.ide in the relatively
le•• populated ar... of the state, from enjoying the benefits of
competition. COl a~•• that there is no b.a18 in fact or in law
for such a re.triction.

Commi••ian CQQclyaipn

;·'I'he Co_i••ioll agree. with AT.T that flat rate ••rvice. should
properly be included tM re.ale of services. There is simply no
authority for thi. Commis.ion to do otherwi.e.

With re.,.ct ~o the i ••ue of n.etwork bu1ld-out, the Commission
agrees with ~it.ch and Staff that LEe. should "be able to recover
any additiOftal eo.t., such as special con.truction costs, through
appropriate ehazge. eo the reseller. 'or example, early
termination char,.. My be an appropriate metbod to ensure adequate
coat recovery I given the circumstance. of a pan1cular reque.t for
network build-out and t.he duration of the ••rvice "being requested
by the re.elle%'.
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law _1' 'wail.

AT~T .1.0 ba. prapoHd ehat the LEe. unbundle Operator
Service. and Dir.ctory Aaaiatane. (·OI/DA-) from eh. ba.ie loeal
••rvic. packa.e. AT'T c=tende that re.,ll,r. .boule! have the
option of providing the•• tranaaetion-ba••d ••rvic•• themselves,
through a third party, or via r •••1. of the inCWl\bent LEe's
.ervic... AccorcUngly, ATilT atat.. that thi. option would cr.ate
an opportunity for competitive diff.rentiaticn ift local s.rvice.
AT'T argu•• , therefor., that. tM_ local ••rvic.. shou.ld be
u.nbundled frOtll ••ie local ••rvic. by the 1nc:Ullbent a8 a stand­
alone part of it.. whol••al. off.r.

ATaT tak•• axc.ptiOft t.o Anerie.cft'. coat.ution ~h&t "AT'T's
proposal in thil ,race.cling woulCS allow it to captur. the remaining
operator ••rvic. call. (i.e., aaDda A aDd I calla) and dir.ctory
a••i.t.ance eall•.- eall. that would nat be routed to them •• a
faciliti....ba... UN" ,zoovid8r on a 1+, 0+, or 411 ba.i•. • AT.T
maintain., that the p~.. of thi. a~t 1. that beeau•• the••
r.maining operator .,nin, euppoeeclly pl'Oduc. bigber than av.rage
l.vel. of contributiOD, AT.,. would be able 1:0 take the.. alleg.dly
high margin ••n-ic.. aDd leave Jmerit'ch wicb the r.maining
.ervice. . AT.T .tat'. that the federal Act rendere Anleritech' S
argument ftlOot.

AT'T argue. that the f"'ral kt now require. il1CU111bant LEes
to make th••, servic•• available on u \lDbuDCUeci ba.i. without
r.garei to t.he a1lO\lJlt of contribution they provide. More
importantly, Amaritech .~at.•• that a true caet-ba••d pricing plan,
.1 mand.at.ad by the federal Act., would make Amerit.ch'. concern.
about maintainia.g, appropriate contribution level. irr.levant.
Consequ.ntly, ATIT CODe'" that the total whol•••le service is
ju.tified under Section 13-505.5 a. well a. under tb. federal Act.

"",erili.c;h

Amerit.ch .tated that it will provieJ. clirectory _.iatucI and
operator .e"ice. to n ..11.r. at whole..l. rate.. The CoInpany clid.
not agr.. with AT.lt'. 'I'opo••l tha~ Allerttecb aleo be requireCS to
allow r ...l1er., at their opliion, to -.trip· all operator and
directory a••i.tance eall. frOM the buftdled re.old ••rvice eo that
the r •••118r or a third party can provide the operator and
cUreeliory assi.tance ••rvices directly thrcugb their own
faciliti••.

Ameritech argued that th.r. are ••veral re_on8 for rej.ct.ing
AT~T' s propos.l. First, the Company maintained that it i. a thinly
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veiled plan to revi.it th. COIMli••ion', order in the Customers
Fir.t ca... In that proc..ding, the Commi••ion addraaa.d dialing
parity and developed pr.aubaeription rulea. Pr.aubacription was
limited to aand C and toll uaage ancl Band c: and toll operator
services traffic and did not include directory a88i8~ance.

Ameritech argued that if AT.T' a prOPO.al were adopted, it would
.ignificantly change the CUstomer. First Order aDd would conflic~

with .arlier Co~••ion policy decision•.

Ameritech alao COftt8ftded that it would be inappropriate to
grant AT'T'. reque.t fratll a cOIIpetitive perapective. By offering
r ••eller .ervice., ATClT would be in a potIiticm to offer direct
dial ins on Bande A ancl • operator .ervice. and ctirectory a••istance
traffic; a purely faciliti•• ba.ed caniar would DOt. Thus, AT.T's
propo••l, according to ~ritech, would favor ·one-aeop shopping"
IXC8 over cONpetitor. which provide only toll .ervice. or purely
"switchl•••" re.ell.ra. ~rit.ch .u....ted that chllDge., if any,
in the scope of preaubaeription ahould be addra.ae4 in a generic
proc.eding where tha interes~8 of all carrier. could be addres••a.

Amer.itecb al.o al'gl.&ed that ATilT'. propo.al i. not technically
fea.ible. C\lrrent .witchea can route preaub.cric-d call. to
another provider' 8 cUrae:tory ana operator •••istance .ervice•.
However, the current a.itcbaa do not permit the routiDg of local
call. to different .ervice provider. baaed on vbo i. purchasing the
bundled .ervice. ATilT arguad that the.e call. could be routed
u.ing routing 9\&i.a which it claimed are included within the
software of tbe ATilT 5... lIWitch. Alaeritech reepoa.cled that using
routing guicla techniquea ¥culd require the aa.ignMent of numerous
new line cl••• coda.. According to ~ritacb, there would not be
enough line cl... code. available to support such an offering.
AT.T arguad that AMritach witn••• Mr. ICccher vaa unable to confirm
or deny whether the ATilT SUS .witch had the ability to accommodate
AT.T' • reque.t for special routing of. operator ••rvice. and
directory •••i.caIlca. Alleritech reapcmcled that was not Mr.
Kocher's ta.timony.

Alleriteell alae dJ.8cuaaed why Itaff' .........cicm to utilize AIN
technology ..a DOt rea.ible. Today, neither local operator calls
nor directory .eeietance call. are routed WliftCJ AI. technology.
The Coaapuy acated tbat it ie not clear wbetMr AIR technology
could be utilised; to do .0 would require .ignificant additional
development. Wli.. the AItf platfoJ:1ll' 8 a.nice creation capabilities
in oraer to craate new databa••• to develop eM rout1Ag algorithms
neeea.ary to provide this fune~ionality. 1ft addition, Ameritech
.unest.ed that it would be neee••azy to obtain tlera information
from reeellar cuatomera prior to any .uch development of the AIN
technology 80 that the routing capability being reque8tad could e­
defined and it could b. cleterminad now .uch capgility would
interact: with the other options a.ssoc:iated with the end user's
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line. Alaerit.ch also mentioftecl ehae it wa. uncl.ar wbeeher there
would »- an effect on .ignaling capability, call handling capacity
or call .et up ti.... The Company estimated the co.t. a••ociated
with any such development would likely be Rsubstantial,R

Ameritech sune.eed that the propo.al to strip OI/DA from
r.sold services i. also unreasonable from a financial perapective.
The company atated. that oper.tor .ervice. provide IIOre contribution
than excnanr. acce.. lin.s and intraexchaftge calling product•.
Amer1tech argued that if re.ellezo. are p8ftlitt.ed to .trip the high
margin .ervic•• from th. bundled whole.al. offering and Ameritech
i. left with low margin .ervic•• , ultimately the re.ulting
whol••ale rat.e structure would not be .elf·.uta1ning. The Company
stated that r.s.11era sbould not be penlitted to cream .kim both by
customer (i.e. by cotapeting for more profitable eWitOlftllrs) and by
product (i.e. by leavins tho.e 1••• profitable C\,'.tCl. Jr. with
Amaritech at a reaale bui. but then .tripping the ~iil..r lit r,in
.ervic.. for the bundled wbcleaale offering) .

AT'T contended that all of the Conpany'. policy argument.
again.t requiring stripping of OI/DA frOll re801d .ervic•• have been
super••ded. by the fear.1 Act. AMritech reQOftdecS that i. not the
ea.e and that the ~eder.l Act aoe. not requ!re the .tripping of
operator .ervice. and directory a••i.tanee calls.

Staff

Staff take. the po.ition with respect to AT'T'. reque.t for
the ••parate provi.ioning of 0lMlrator ••rv1c.I and. directory
•••i.tanee that the Commislion ahould require ~ritech and Ceneel
to provide th... .ervice. on an unbundled baai. to fo.ter
competition and innovation where econemu.cally and. technically
fe••1ble. .

'Staff di.'9I'"1 with Ameritech' ••ta1:-."t that ATiT' a reque.t
ia nothing mere than an attempt to revilit pre.ubacription i,aue.
in the CUstomers Pirat Order. Staff atate. that the Commis.ion
never addre.8ed OI/DA prelub.cription of in tbat docket. staff
conclud•• , Il1O"".1', that requirin; Amari-tech and Centel to provide
OS!OA on a preauIMcribed ba.i, will further the C~lsion'. policy
of al1ow1111 cOllP4ltition in the loc.l exchan~ market where
economically efficient. Staff state. that AMritecb .imply is
attempting to p~...ftt competition in elIDA proviaion1ng. Staff
maintain. that Ameritech'l claim that it will be left with only
••llin; ••rvice. tbat have low mar;iM ia misplaced. Aa .ervices
become .ufficiently cOllP8titive to warrant a competitive
cl•••itication by the incumbent LEe, it will have the opportunity
to either incre••• or deerea•• the profit margin on .uch ••rvio••.
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Commi••ion Conslu.~gn

Unbundling of OS/DA ie • n.c••••ry r.quir.ment for effective
competition. Ameritech'. objection. to AT.T'. reque.t in t:hi.
reg.rd are not ad.quately .upported by the recore!. Ameriteeh
argue. that unbundling of OS/DA i. not technically f ••• ibl., ~Ut
hal failed to provide per.ua.ive evidence in .upport of that claim.
Mo.reover, AT.T hal pre.ented what it d.... a workable .olution
i.e., e.h. u.e of "line cla•• cod••" to route OS/D~ eall., i~
opposition to Ameritech'. claim that the separate routing of the••
call. is not po••ible at thi, time. Given the importance of this
issue and the potential that competition will be the likely re.ult
of unbundling OS/DA from the whol••al. offering, the Commission
order. Ameritecn and Ceneel to unbundle it. OS/DA call. from it
total .ervice re.ale offering pursuant to Section 251 (c) (3) .

AT.T hal reque.ted ace... to the LlC.' AlB trig,er. '0 that
non-faciliti•• -ba••c1 r•••l1er. can frovi4e facilitie.-ba.ed
innovation. to the market. Th••e .e.rvlce. would includ., among
other thing'" •••agiftg, emergency and .ecur1ty .erviee. and
telec:omlllunic:atione .ervic... AIB con.i.t. of three ba,:Lc: elements:
Signal Control Point., Signal Switching Point., and Signal Tran.fer
Point.. Th. .e%'Vice. that eoulc:1 be proviCS.d by a re8eller
typically would be hou••d in the Signal Control Point. and could
provide numerous ••rvices and proee••ing.

AT.T contandl that ace... to the ~itch triggers is
appropriate in the•• proce.ding•.•a they would provide innovations
to the exi.ting local network. AT'T concluded that competitive AIN
offering. were in the public intere.t and.that competitor. should
be allowed to make product CSevelopm.n.t and mark.ting dec:i.ions
baaeel on competitive opportunity. ATilT dilm1'Met the de.ign and
capacity probl... ~ritech raised by staeing that the capacity
problem. actually abo\lld be alleviated. with the introduction ot
competitive databa.... The AIN databaa. inqu1riea and a••ociated
proce.aing would be d.i.tributed over two or more competing
platform.. AT'T indicated that Amer1eech'. propo.al to develop
serviee, for re..ller. uling its AIN platform wa. an unacc.ptable
and anti·competitiv. option. Although other re••11.r. may find
this approach acceptable, AT.T felt that the ••rvic. creation
environment may be limited. by the capabi11tie. of the LEe's
platform. Al.c, proprietary data would be .tor.d in the LEe's
network, hampering the r •••ller'. ability to control acce•• and to
prevent comprOlfti.e. Further, AT5IT pcinted. out that Amaritech is
currently concerned with itl capacity for it. own AIR platform.
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