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Universal Service and Access Reform
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The NYNEX Switched Access Market

POP

Loop ~I... ~I... Transport ~ I

Switching
I~

A I

L1 K >I ......

-CCL $353M
-EUCL $815M

-LS $710M -Transport $100M
-Ie $620M

-Total =$2,598M

(+ $420M in Info, DB & Special Access)
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Universal Service 
Urban Example

$30 Benchmark

$20 Cost I

•
Interstate allocatioll
(27%)($20) =$5.40

40% end user per line
60% carrier per lille

•
x: \ us&ar6. ppl
3

Intrastate allocatioll $14.60

State Actioll + State Rate
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Universal Service 
Rural Example

$50 Cost
----------------~

National Fund - $20 per line portable

$30 Benchmark

Interstate allocation
(27%)($30) = $8.40

40% end user per line
60% carrier per line
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State Action I
State Rate
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Universal Service Funds

• Distributions from a "large" National USF are allocated
between the state and interstate jurisdictions

- Assume a distribution of$380M
• Allocated by Interstate ~arations Factors of 270/0

- $107M to interstate & $273M to state

- Target to Transport

• Residence Line Charges total $867M

- Target 80% ($694M) to loop

- Target 20% ($173M) to switching
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Revenue Adjustments Under Existing
Price Cap Structure

EXOG. ADJUST. IMPACTBASKET/SERVICE CATEGORIES

COMMON LINE

BUS. EUCL

RES. EUCL

CCL

PER LINE (800/0 OF:RES LJNE CHARGE)

TOTALCL

TRAFFIC SENSITIVE

LOCAL SWITCHING

INFORMAT10N

DATABASE

PER LINE (20% OF RES. LINE CHARGE)

BNA

TOTAL TS

TRUNKING

VGIWATSIMETffEL

AUDIO/VIDEO

DDSIHICAP

INTERCONNECTION

TANDEM SW TRANS

TOTAL TRUNKING (FROM NATIONAL LJSF)
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$ 15

($466)

($243)

J694

$000

($ I66)

($ 4)

($ 3)

$173 '

o---

$000

($ 9.6)

($ 9)

($ 30.9)

($634)

f1-2.2)

($107.()
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Rate Adjustments Under Existing
Price Cap Structure

ILLUSTRATIVE

•

IC
LS
CeL

Existing Rates *

$0.01 ]98
$0.01376

$0.00500

frQposed Rates

$0.0107
$0.0 I05

$0.000 I

• A verage Rates

$0.03074 I ~ $0.0213

* Adjusted for LTS, Payphone, & OPES
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Access Reform Assumptions

• The 251 Order changed the cOlllpetitive
access tnarketplace

- "Build out" by carrier not required

• All end users are readily reachable

• Over allocations to Interstate that are codified in
current Separations process will not be corrected
in the near term
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Access Reform - Price Caps

• Simplify baskets

- "Trunking" and "Switching"

• Remove IX basket from Price Caps

• Remove cOlnpetitive services from Price Caps

- Special Access and Dedicated Transport

- Directory Assistance if competitive
alternatives are available
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Proposed Price Cap Basket Structure*
(Post Interconnection!Access Reform)

Switching Basket

I

NOTES:
, , - Special Access/Dedicated Trans removed from PI ICC Caps.

- CCL formula would not apply.
- ** Should be removed in near term due to Competition

- IX Basket removed from Price Caps

TERMINATING
-LS
-eCL
-IC

ORIGINATING
-LS
-CCL
-IC

-DATABASE
-BNA
-INFORM**

TRUNKING BASKET
-1~ANDEMswrl'CIIING

-1'ANDEM 'I'I~ANSPOR'r

I I
ZONE I ZONE 2 Z()Nr,~ 3

(NO BAND LIMITS)

+00/0, ·20%)
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(+5% ·20%) (NO BAND LIMITS)
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Access RefoflTI
Switched Access Pricing Flexibility

• Pricing flexibility
Differentiate between originating and tenninating access

Deaverage

• Silnilar to zones for unbundled elernents

Customer type pricing

• Business/Residence (multil ine/single line)

Volume and term discounts

• Lower priced access for large volume users

Structure

• Call set-up and usage, tapered rates

Contract pricing
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Access Reform - Common Line

Common Line
• Adjustments

- NECA Long Term Support removed and directly billed to IXCs by USF

- Coin telephone costs removed [rorn CeL (FCC 96-128 order)

• SL and ML Business pay the same per line rate

- Deaveraged consistent with unbundled elements (average rate of $6.(0)

• Carrier Common Line moved to the Switching Basket

• Non-Price Cap Residential Per Line Flat Rate Charges Established

- Deaveraged consistent with unbundled elements

- Per Line Charge allocated:

• 600/0 to presubscribed IXC ($4.00) and 40% to end user ($2.65)

• 100% to end user if not presubscribed (average about $6.65)
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Access Reform - Transport

Transport

• Ie must be addressed

• Transfer tandem and other identifiable transport related
costs that are in the Ie (approximately 200/0) to the
appropriate access rate elements

• Remaining Ie is the result of over allocations to Interstate
and represents legitimate costs

- Assign to the Switching Basket (approximately $505M)
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Access Reform - Switching

Switching
• Include CCL and remaining IC in this Basket

• Combine LS, CCL and IC into an average per Ininute "Switching" rate

- This rate equals the new per minute nlaximum rate

• Reduce "Switching" rate to reflect:

- USF

- Per Line Charge Revenue

• Deaverage Rates:

- Originating and Terminating

- By Customer Class(ML/SL)

- Into Zones consistent with unbundled local switching element
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Access Reform - Switching

Current

$7IOM

Switching

• LS

• CCL

• IC

• Subtotal $710M

Reductions to Switching Basket

• USF

• Business Per Line Revenue

• Residential Per Line Revenue

• Total

X:\ uS&dr6.ppl
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Proposed'

$ 710M

$ 250M

$ 505M

$1,465M

-$ 107M

-$ 15M

-$ 40lM

$ 942M
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Access Reform - Revenues

Current Interstate Access Revenue
Adjustments

- Payphone/LTS

- National USF

Sub Total

Post Access Reform Revenues
Business Per Line

Interstate Residential Per Line Revenue

Price Cap Revenue

Switching

Trunking

Total
X:\ lIs&ar6.rrl
1b

$2,598M

- $ 100M

:....$ 107M

$2,39] M

$ 367M

$ 867M

$ 942M

$ 215M

$2,391M
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Access Reform
Illustrative Per Minute Switching Rates

• Switching Rates

- Present Average Rate
(CCL, LS, IC, without switched tnmking)

- Proposed Maximum Rate

• Post Access Reform Rates

• ML, all Zones

• SL (average of all zones)

- Rural

- Suburban

- Urban
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Originating

$0.0 I00

$0.0218

$0.03277

$0.03074

Terminating

$0.0] 00

$0.0218

NYNEX.


