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Secretary
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1919 M Street - Room 200
Washington, DC 20554

Dear Mr. Caton:

RECEIVED

OCT' 5 1996'
F~

October 15, 199t5Com:nUllicatians', .
Office of S8Creta~1'IJrnlss;on

Ex Parte Meeting:
CC Docket No. 96-128

On Friday, October 11, 1996, Maureen Keenan (Bell Atlantic), Ed Naeger by
telephone (Southwestern BeI1) and Frank McKennedy (United States Telephone
Association) representing the United States Telephone Association, met with FCC
Common Carrier Bureau Staff members John Scott, Allen Barna, and Raj Kannan.

The purpose of this meeting was to discuss clarification or adjustment of certain
provisions of the FCC's Report and Order in CC Docket No.'s 96-128 and 91-35
regarding the calculation of exogenous adjustments for the price cap regulated
exchange carriers for the removal of pay phone subsidies from the Carrier Common
line Charge and the transfer of pay telephone line costs to the Subscriber line
Charge calculation.

At the request of the Commission Staff, USTA is filing an original and one copy
of this ex parte letter and materials left with the Staff for inclusion in the public record of
this proceeding.

Frank McKennedy
Director - Legal and Regulatory
Affairs

cc with attach:
AI Barna
Michael Carowitz
Rose Crellin
Raj Kannan
Judy Nitsche

Glenn Reynolds
John Scott
David Sieradzki
Robert Spangler No. of Ccp;es rec'd. OJ-f
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CONTACT ON CC DOCKET NO. 96-128
OCTOBER 11, 1996

• Discussion ofParagraph Nos. 183 and 185

--Paragraph No. 183
-Rule Cite
-Set Cost only

--Paragraph No. 185
-Language Clarification
-Review of the attached Worksheets

• Clarification on Paragraph No. 187

--Discussion of the FCC expectation of
application ofSLC rates to Pay Tel
customers on 4/15
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interstate access customers for originating and terminating interstate calls. The incumbent LEe
assesses the independent payphone provider a SLC (at the multi-line business rate) to recover the
payphone common line costs associated with that phone.617 In the case of competitive payphones,
an independent payphone provider recovers its payphone costs out of the revenue it receives from
_._...l •• ---- --.._~~... "' ..,........ ..,.,,..; r.,Po: Tn whnm itt:; ."ayphon~ are nrc:5\\h~'1~The. 11"\06 A~t""' ...._-...- .. _"t"'.-......__ ..,- -". -. .. . ." "'~;" ... ,~_~-.
mandates that the Commission "discontinue the intrastate. ~d interstate carrier access charge
payphone service elements and payments '" and all intrastate and interstate subsidies from basic
'exchange and exchange access revenues[.]"S1S

183. Accordingly, we adopc rules that provide for the removal from regulati~d

intrastate and interstate rate structures of all charges that recover the costs of payphones.(i.e., the
costs of payphone sets, not including the costs of the lines connecting those sets to the public
switched network, which, like the lines connecting competitive payphones to the network, will
continue to be treated as regulated). Therefore, we conclude that incumbent LEes must file
revised CCL tariffs with the Common Carrier Bureau no later than January 15, 1997 to reduce
their interstate CCL charges by an amount equal to the interstate allocation of payphone costs
curn:ntly recovered through those charges. scheduled to take effect April 15, 1997. LEes subject
to the price cap rules must treat this as an exogenous cost change to the Common Line basket
pursu:mt to Section 61.45(d)(I)(v) of our rules.619 Incumbent LEes must identify and report
accounts that contain costs attributable to their payphone operations. Incumbent LECs must
idl:ntify specific cost pools and allocators that are required to capture the nonregulated investment
and expenses associated with their payphone operations. LECs must file this information with
th~ Common Carrier Bureau by January IS, 1997.

184. LECs that file tariffs pursuant to Section 61.38 or Section 61.39, rate-of
return regulation, or Section 61.50, optional incentive regulatio~ must file .tariffs to revise
interstate CCL rates to remove the payphone investment and any other assets used in the
provision of payphone service along with the accumulated depreciation and deferred income tax
liabilities from the common line costs recovered through those rates. As stated previously, these
LECs must reclassify payphone assets from regulated to nonregulated activity pursuant to Part
64 rules. Expenses incurred after payphones are deregulated should be classified as nonregulated

617 We recently reaffinned a decision by me Common Carrier Buieau concluding chat independent payphone
providers should be classified as "end users" under our rules. C.F. Communications Corp. v. Century Telephone of
Wisconsin, Inc., Memorandum Opinion and Order, 10 FCC Red ms (1995). petition for review filed. C.F.
Communications Corp. v. FCC and United Slates. No. 95-1563 (D.C. Cir. filed Nov. 6, 1995). Thus, independent
payphone providers are requih:d to pay a SLC for their use of C0I11l!aVii lines connected to the: payphones the'j serve.
but are not assessed a per-minute CCL charge.

611 47 U.S.C. § 276(bXl)(B).

61lJ 47 C.F.R. § 61.4S(dXIXv).
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expenses. The eeL rate reduction must account for overhead costs assigned to common line
costs as a result of payphone invesnnent and expenses. We.require these LECs to recalculate
u.~eir eeL rates, using the same data and methods they used to develop their current CCL rates,
except those calculations should exclude payphone costs.

185. Price cap LEes are also required ,to r~vise their CCL rates, using the
following method to remove payphone costs fr.om their CCl rates. First, price cap LECs should
develop a common line revenue requirement using ARMIS costs for calendar year 1995. Second,
price cap LECs are required to develop a payphone cost allocator equal to the payphone costs in
Section 69.50 itd) divided by total common line costs, based on 1995 ARMIS data. Each LEC
is required to reduce its PCl in the common line basket by this payphone cost allocator minus
one.

186. We require, pursuant to the mandate of Section 276(bXI)(B), incumbent
LECs to remove from :their intrastate rate.s any charges that recover the costs of payphones.
Revised intrastate rates must be effective no later than April 15, 1997. Parties did not submit
state-specific iluormation regarding the intrastate rate elements that recover payphone costs.
Smtes must determine the intrastate rates elements that must be removed to eliminate any
intrastate subsidies within this time frame.

187. Finally, we conclude that, to avoid discrimination among payphone
providers, the multiline business SLC must apply to subscriber lines that terminate at both LEC
and competitive payphones. We conclude that the removal of payphone costs from the CCL and
the payment or imputation of a SLC to the subscriber line that terminates at aLEC nonregulated
payphone will result in the recovery of LEC payphone costs on a more cost-causative basis
consistent with the requirements of the 1996 Act620 No action we take today affects the authority
a f states to address the state ratemaking implications of reclassification or transfer of payphone
assets.

4. Deregulation of AT&T Pavphones

3. The Notice

188. In the Notice. we tentatively concluded that payphones provided by AT&T
should be classified as CPE, finding that discontinuing possible subsidies for AT&T paypholles
would be congruent with the 1996 Act's requirement that the Commission discontinue subsidies
for other payphones (i.P.., those owned by incumbent LECs) and would provide for symmetrical

610 See AmerirechlSW Bell Waiver at para. 25.
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.. PlplofS

COMMON LlNB PAYlBONE EXOGENOUS COST
AND usnmcrtTB:I J:XAMft.J:

(A) Pa!PhgM Sst IJngw Cgtt DmJD..

(1) 1995 AJMIS Total Commaa!.iDe RcveII)t Requiremeat
(2) 69.S01(d)PlyTel~~
(3) Pay Ttlll.mauehquirem.fat (I=ato Set)
(4) Pay r.:a.v...:1uqlliRlDalt(Noa-Jmmde Set)
(5) PayTel:RMlue~ (Line)
(6) ""P&)phoDe CoatAIl~ [(L2-L5)IL1]
(7) Common LiDe 'R" Value
(9) Payphcme~ Colt [(L6xL1)-L3]

$1,021,658,000
44)36.000

848,308
31,733,000
12,603..000

.0310603
939,529,715
21,33].767

(B) Com... LIp,SJi.C".Ire:

$1,026.052.000
10.008,921
4.141,261

$6.00
12.799,140

169.800
$6.00

676,S52,740
331,410
160,581

11,561,832
618.0445,912

35,267,908,441
13,384.185

26JS
2604

(1) 1996 ADDUIlPiliaIm~b}. ionelll
(2.) 1996 Amwal F"illDa SLC!..iDe FoteCIS (SiqII LiDI)
(3) 1996 ADIluIlPDiils SLCLiDlForecur(M••)
(4) 1996 ADDUI1 PiIiD& SLC [Ll(.U+L3)'121 or $6.00
(5) Pa,pboDo Line~ llequirea:DtPorecast
(6) Anp"'Jju4 PubJic Paypbcae SLC LineForalt •
(7) 1t.MIed SLC [(L1+U)I{L2+L3+L6)]112 or $6.00
(8) CurteDt 1995 Buo Period SLC~
(9)· Mditioaal Bue·Period SfJmi..Public PI.yphoM :R.eveaae ••

(10) Base Period Public PaypboDeLiDeI
(11) Addi1ioDll BillPerio<lPubJio PaypboDe Rev. (L1Od6.00x12)
(12) R.ecut BaaePeriOd SLC~ (U+I3+Lll) •••
(13) Cun'eDt BIle Periocl MOlT
"(14) CWTent BasePeriod SLC 1.JuI
(IS) Current B...PerioclMOU,.. LiDe (L131L14)
(16) Recut Curteat Base Period MOO Per Lina ~13/(Ll()+Ll.)J

• Cu.rraulyDOt c:harpd a SLC. Will be cbqed &sdti1iDe SLC at« 4<015-97

_. Cumutly chaqJed asiDafa IiDI SLC. Willbe oharpcla muJtilhv;SLC after 4-15-97.
[11.047x{S6.00- ~.SO)x 12]

••• Em« (}.8 + LI1) ImOUDl CD 1'RP PormllTE-l LiDlllOG IIMlLU on11U'
Form SUM-I Line l00c.
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