
March 24, 1997

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W.
Room 222
Washington, D.C. 20554

B. Jeannie Fry
Director-
Federal Regulatory

~""";""'j

C{J

MAR 24, 199~

SBC Communications Inc.
1401 I Street, N.W.
Suite 1100
Washington, D.C. 20005
Phone 202 326-8894
Fax 202 408-4806

Re: Implementation of the Pay Telephone Reclassification and Compensation
Provisions of the Telecommunications Act of 1996, CC Docket No. 96-128

Dear Mr. Caton:

Pursuant to the Commission's September 20, 1996 ruling in CC Docket No. 96
1281 (Payphone Order), Southwestern Bell Telephone Company (SWBT) and the
other incumhent local exchange carriers (LECs) are required to classify their
payphone operations as nonregulated for Part 32 accounting purposes.
Specifically, the Order states:

"LEes should establish whatever Part 64 cost pools are needed and should
file revisions to their cost allocations manuals (CAM) within sixty (60) days
prior to the effective date of the change.,,2

In accordanl;e with the Commission's directive, SWBT diligently reviewed its
CAM to determine whether any Part 64 cost pools were needed to comply with
this Order. As a result of this review, SWBT determined that its CAM already
contained all of the cost pools necessary for the reclassification of payphone
operations a$ nonregulated.

SWBT conduded that it would not be necessary to establish additional cost pools
nor to make further revisions to its CAM. Thus, on February 14, 1997, SWBT
filed a. letter with the Commission informing the Commission that SWBT did not
need to make any changes to its CAM to comply with the Commission's Payphone
Order.

1 Implementation of1he Pay Telephone Reclassification and Compensation Provisions of the
Telecommunications Act of 1996, CC Docket No. 96-128 (1996).
2 Id., ~ 163.
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SWBT had determined that no additional CAM changes were necessary because
SWBT already had nonregulated cost pools in all of the accounts affected by the
reclassification ofpayphones. For instance, SWBT's CAM already contained
nonregulated cost pools in Account 2351 and Account 6351. Further, even
though SWBT was not required to do so, it had filed changes to its CAM in July
1996 pursuarlt to the Commission's Declaratory Ruling3 concerning inmate
payphones. SWBT's July 1996 CAM filing had adopted all of the cost pool
changes necessary to reclassify inmate payphones, and no additional cost pool
changes wen: needed to reclassify the remaining payphones. Pursuant to the
Commission's Public Notice (DA 96-1294), released August 14, 1996 requesting
comments on SWBT's and other LEC's inmate payphone CAM filings, the Inmate
Calling Services Providers Coalition (ICSP Coalition) submitted certain objections
to SWBT's and the other LEC's CAM filings. On October 2, 1996, SWBT
responded to the ICSP Coalition's objections. The Commision has not yet ruled
on the ICSP Coalition's objections to SWBT's and the other LEC's inmate
payphone CAM filings.

Since SWBT's February 14, 1997 letter, members of the Commission's Staffhave
contacted S\VBT to express their desire that additional changes were needed to
SWBT's CAM in connection with the reclassification of payphones. In discussions
on March 19 and 20, 1997, Staffhas recommended that SWBT make the
additional changes to its CAM reflected on the enclosed pages. While SWBT
maintains that the changes recommended by Staff are not needed for purposes of
the reclassification of payphones as nonregulated, SWBT voluntarily agrees to
make the reeommended changes. Even if SWBT did not make the changes
requested by Staff, SWBT would have all of the cost pools necessary to properly
categorize the costs ofnonregulated payphone operations. Because SWBT
remains of the view that these changes are not needed for the reclassification of
payphones as nonregulated, SWBT submits these changes under protest and
subject to the final ruling regarding the ICSP Coalition's objections to SWBT's
inmate payphone CAM filing.

Further, SVTBT is submitting these CAM changes in reliance upon representations
by Commis:,ion staff that the enclosed CAM changes are acceptable and complete
from the Commission's perspective. Indeed, these are precisely the changes that
staff has told SWBT's representative were necessary to be filed. In the event that
these CAM changes are not deemed effective as of the April 15, 1997 effective
date ofSWBT's Pay Telephone Tarifffilings4

, SWBT voluntarily commits to keep
sufficient cost records in order to re-categorize the costs of nonregulated
payphone operations to the extent necessary. Thus, for all of the above reasons,
this filling should resolve all of the Commission's concerns relative to the

3 Declaratory Ruling RM-8181, 11 FCC Red. 7362 (1996).
4 See SWBT's Pay Telephone Tariff filings (Transmittal No. 2608, January 15, 1997 and Transmittal
No. 2614, February 2·., 1997).
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reclassification of SWBT's payphone operations as a nonregulated activity
effective April 15, 1997.

SWBT urges the Commission to expeditiously approve these amendments to its
Cost Allocatlons Manual.

Should there be any questions concerning this matter, please contact me at 202
326-8894.

Sincerely,

~~
Attachment!.

cc: Mr. Ken Moran
Mr. Jose Rodriguez
Ms. Debbie Weber
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NONREGULATED ACTIVITIES INFORMATION

Thi:l se.r"ri.ce involVes providing payment processing for other
cottlpanies t cue:tomer bill payments. The service includes rece~vl.ng,

depositing and processing the p~yments and creating the payment data.

Wireless ~:e"ice (WDS)

Thi~: service involves providinq the capability fox customers to
access tlleir computer systems from mobile sites via wireless
communications links.

White Page~l' Advertising (WPA)

This service involves providing individual business customers
with adve~:ising in the business White Pages through the sale o~ enhanced
listings (e.g., "Feature Bold Listing") and cover advertising.

Marketing service (MKT)

This service provides marketing services, including sales
support operatiQns, a.nd retail sales of other companies' products.

CC Doeket. 96-128, Imp:l-..mtati.on of tba J?a.y Tel.8phona
Reclaasi£:i.cat:.i.011. and. CCl'lper:usat:1.on Provi.ai.ons of t:ha Te.lee'C'llllllUlU.ca'tiona Act.
of 1.996, adapte:t rules to iqUement Section 276 of th8 TeJ.eeannnmicat:i.ons
Act of 1996 which eatabl.1.sh pay teJ.epbone serri.c:e as a ~t:.Lt1.ve

nonregulated sarvi.ce. The new la_ requ:i.J:'ed the rec:J.A.lqj.f:i.c:ation of pay
tel.ephane equiplMllt1t and. servi.ce to ncxu:egu.latec1 effective Apri.l. 15, 1997.
Consi.stent wi.th. the 1996 Act'll dBfinition, npaypb.onfia IJC:'V'i.ce" maans the

prQVision c.,r pllblla aDd. seari.-pubJ.ie pay t:Aleph0n8s, t:ha provi.a:i.on of
inraate te1ephcne service in con-ec:t:i.onal faailitias and. any anci ] 1 ary
S8J:Vi.oes. SWB'l" s payphona servi.ces wi.ll provi.de ~ocation pr~ and
the t!:anS.i..ent p'UbJ.ie with the ua. of pa:yphcmas to place c:ain, aollect,
card or other ~rpes of teJ.e:phone cal~s. Tar.1:ft'ad network services UHd in
t:ba provision of. pay aalephone servi.oe rill ~ ~ to this
nonregulated samce just as other private pay teLephone provi.dlars ou=e
ch.arged..

southwestern Bell
Telephone Company

II-4
REVISED: 03/24/97



NONREGULATED ACTIVITIES MATRIX
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NONREGULATED ACTIVITIES MATRIX
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BASIS FOR .ASSIG~ING COSTS TO COST POOLS (contld)

Ba~ed on Description of Field Reporting Codes/Functional
~untin'il Codes

An analyflis of Field Reporting Codes (!'RCs) or :'\mctional
Accountin; Codes (FA Codes) is used to identify selected cost
pools. I!'RCs and FA Codes are used in operations to t'eport
activ'itie:! for which time and expenses are incurred. Separate
PRes are used with investment accounts to record the
capitaliz4~d investments of an account.

FRCs asso,::iated with operations are assigned to specific work
activitieu and are reported by employees using positive time
reporting procedures.

FRCs associated with investment accounts are used to identify
unique clclssifications of plant within an account. An example
would be investment assigned to equal Access and Network
Reconfigw:ation is identified within an account by separate
FRCs.

JFCs ,are preassigned to all employees based on an analysis of
their nootlal work: activities. When these employees work on
other act.ivities, their worle: is reported through exception
time J:epoz:ting procedures.

Selec1:ed cost pools in the following accounts use description
of fi.eld Reporting Codes/Functional Accounting Codes as a
basis for pool assignment:

2002 4360 6123 6411 6565 6725
2003 5230 6124 6421 6611 6726
2111 5301 6211 6422 6612 6727
2112 6112 6212 6423 6613 6728
2116 6115 6215 6431 6621 7160
2121 6116 6220 6441 6622 7210
2123 6121 6231 6512 6623 7220
21.24 6122 6232 6532 6711 7230
2311 6311 6533 6712 7240
2341 6341 6534 6722 1250

6351 6535 6723 7350
3100 6362 6561 6724 7370

7540

Southwestern Bell
Telephone Company
Cost Allocation Manual
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BASIS FOR ASSIGNING COSTS TO COST POOLS (cant' d)

CO$'t~l Equals Account

When an ltntire accoWlt is considered homogeneous, it is
assigned to a single cost pool_ A cost pool can be directly
assigned to regulated services or nonregulated activities. If
the cost pool cannot be directly assigned, then it is
allocated on some other basis. The specilic allocation method
used depends upon the account involved.

SelElcted cost pools in the following accounts use cost pool
equals account as a basis for assigning costs to pools:

1410
1438
1500
211S
2122
2215
2231.
2321
2351.
2411.
2421
2422

2423
2424
2426
2431
2441
3420
4040
4310
4370

:5001.-5004
:)()40-5169
5240-5270

5280
5302
6424
6426
6531
6540
6790
7110
7130
7140
7150

7310
7320
7340
7360
7510
7530
7630
7640
7910
7990

~~L Equals Subaccount

When: a subaccount is considered homogeneous, it is assigned to
a sj~qle cost pool. A cost pool can be directly assigned to
regulated services or nonregulated activities. If the cost
pool. camlot be directly assigned, then it is allocated on some
other basis. The specific allocation method used depends upon
the account invol'V'ed.

Selected cost pools in the following accounts use cost pool
equals subaccount as a basis for assigning costs to pools:

1220
1439
2116

2123

2211

2212
2220
2232

4100
4340
7540

Southwestern :Bell
Telephone Co~?any

Cost Allocati,:>n Manual
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BASIS FORP.PJ?ORTIONING COSTS TO REGULATED AND NONREGULATED

WhenE~ver possible, cost pools are established using accounts,
~ubaccounts, !ield reportinq codes, and functional accounting
codes to provide for the direct assignment of costs to
regulated services and nonregulated activities. When a cost
pool cannot be directly assigned. then an allocation must be
made. If direct assignments are not available, then direct
measures of cost causation a.re used to make apportionments.
Indi:l::ect measures of cost causation are used when no direct
method e:l!:ists. Finally, when there are no direct or indirect
measures of cost causation available, either a marketing
allocato!' or a general allocator is applied. In some
inst,ance~: direct assiljimnents to regulated or nonregulated
occur in an account where a direct cost pool does not exist.
This is clue to either reconciliation activity at year end, or
exce'ption time reporting in an account where it is not
expected. since these occasions are infrequent and not
regularly expected, direct cost pools are not established.
The basi~l for the apportionments in the Cost Apportionment
Matrix SJ:e outlined belo.....

As:si~ to Nonregulated

Whenl a c:ost pool is identified
nom:"egulated activities, then
nonx~l,lted i:s made.

as incurred exclusively for
a direct assignment to

Sel.Elcted cost pools in the following accounts have a direct
assiqnme.rlt to nonregulllted activities as a basis for
allocating costs:

1220 2681 6362
200:i~ 2682 6122 6411 6563 6725
200~~ 2690 6123 6421 6564 6726
200S 3100 6124 6422 6611 6727
211~) 3200 6423 6612 6728
212:3 3410 6431 6613 7350
212·1 3500 6211 6441 6621 7370
2211 3600 6212 6511 6622 7520
2211 5010 6215 6512 6623 7540
2220 5230 6220 6532 6711 7610
223:2 5280 6231 6533 6712 7620
2311 5301 6232 6534 6721 7990
2341 6112 6311 6535 6722
2351 6116 6341 6561 6723
236:2 6121 6351 6562 6724

southwestern Bell
'l'elephone co:npany
Cost Allocation Manual
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BASIS FOR ~.PPOR'rrONING COSTS TO REGULATED AND NONREGULATEO (cont' d)

Assigned to Regulated

When a CCISt pool is identified as incurred exclusiVl!ly for
reguLated services, then a direct assi9nment to regulated is
made.

Selected ::ost pools in the :following accounts have a direct
assignmen1; to regulated services as a basis for allocating
costs:

1220
1438
1439
1500
2002
2003
2123
2005
2121
2124
2211
2212
2215
2220

.2231
2232
2311
2321
2341

2362

2411
2421
2422
2423
2424
2426
2431
2441
2681
2682
2690
3100
3200
3410
3500
3600
4040
4120
4340
4360
4370
611t>

5001-5004.
5040-5169
5240-5270·

5301
6112
6121
6122
6123
6124
6211
6212
6215
6220
6231
6232
6311
6341

6362
6411
6421
6422
6423
6424

6426
6431
6441
6511
6512
6532
6533
6534
6535
6540
6561
6562
6563
6564
6565
6611
6612
6613
6621
6622
6623
6711

6112
6121
6122
6723
6724
6725
6126
6721
6728
1110
1130
1160
7210
7220
7230
7240
7250
7310
7320
7330
7360
7370

7520
7540
7610
7620
7910

Southwestern Bell
Telephone~ Company
Cost AllQcation Manual
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8&~i# t~r A4*19nlng 8•• 1. tot Apportioning
CO.t3 to Co.t. to Ae~l.ted .ad

us~ ~.rt 32 Account. co.t '0~1.s Co.t I'ool~ lIontegul.ted C_llt.4

1 H I LARGE PQX I Dlreclly A'3lgned I B~.ed on de#crlptloR 01 I Dltoctly ~"19n8d to I R.gulated lRve.tmeet include,
R~uht8(i

, field repocling codes. I regulat'd. I eu.tcmar fr.-i... Bquipbent
101 911 am-'lleRcy .y,tem3 and
embedded la. ot 1/1/831
Inve.ta.nl lA centr.~ '8r~lce

!p18K.r)1 console•., I

Directly A•• lgned I "'.(i on de.c,lptloR ot ! Pt(@¢(ly a.~1~~e~ to i
; N03reg..l~ted I lunctlon.l .ccounting I nonre.guhted. I
I I code•• I I
I I I I
I I : I

.~,. ~ug~i~ ii~irH~ I I I I
TEI\HIHAit EQUrflotlHf 1 I I I

I , I I
I I I I
I I I I
I I I J
I Dl recl Cost Pool I ~poal""', __t..

I Directly .,slinea to I
I I I aonn'luhte". I
I I I I
I I I J
I I I I
I I I I

1~2 OrHtR TBfUUKAJ. I Direc t Cost ~ol I Account b.l~e Ie....~nt I Directly ••,lgn.d to I
EQUIPMENT' I I ••,190ed to the direct , regulAt..a. I

I I nonr89Ul.ted cost pool. I I, I I I
I I I I
I I / I
I I Account Tran••ctloA I I
I Direct Co.st Pool I All .. ly.ls. I Directly .,.lgnea to I, I I nOAnqul~t.". I
I I , I
I I I I

2fll POLES I DIe.el Co#t Pool I Co.t pool ~uah account. I Directly ....lgn.a to I SMSr don not u•• pole$ h, I I U9ulatea. I tbe prowl.ion of non-
I I I I regulated aotlvltJe.s.
I I r I
I J I I

2Hl AERIAl. CABL& I D1Hlct Cost Pool I Cost toot equal.s 'CCount. I Directly ••#10A.a to I 5MBf doe. not ~.e .erlel
I Ugulat..a. I cabl, in the pc~v1.ion ot
I I Dont.gulated actlvltle••
I I
I I
/ I

2412 uHPtRGROONO CAa!o£ I Direct Co,t '001 I Co,t Pool ~"ale account. I Directly ~"Jgaed t~ I SWaT aoe. Aot u.. under-
I . reguleted. I ground cable 11\ the provl.lon
I I of noore9ulated .ct1vill• .s.
r I
I r
I I
I I

Co~CliPPortfOjM.tll.ti£X

Silutll.....tUIl ..11 'l.'elePftoae CtiaJf>.ny
CO.st "ll~atioll MoIDu.. l

vr';H
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USlQ,\ Part J2 Acccunta _ _fost roo16

a&al. tor Aaslqoinq a••i. toe APportioninq
Coata to Coate to Ra9Ulated nd

Cost p~.!__ HG"c&QuhUd CoIvIl8nts

4310 OTH8R JURISDICTIONAL I Direct Coat Pool
LIAllILI1'US 111I1> I
DCr&RRED CREDItS • I
It£T I

I,
I
I

511U-$004 IlZ\IDRDI ACl::IClCIIItlI I 1l1_t c..t 1001,
I
I
I

$010 J1J8r.xC 'tG.U'JI'CIIIS MVI:IIU& I 01__11' Aa.~
I ~ted·
I
I
I

1I0tO-$16. N:'i'1CIIOK~I I ou-t eo.. tool
I
I
I,

5230 DIRD:~Y R~V&IIU£ I 1l1r~tly Aaaiqn44
I ltefulattd
I
I
I
I
I DIrectly A.alfDea
I 1I0nnqu 1a ted
I
I
I
I

~240 • 5210 ~eNUt ACCOUNT~ I Directly A•• IQned
I Re9uhttd
I
I
I
I

5~80 HONRBOULATEO OP~fING I Direct COollt 1'ool
Il£YENU£ I,

I

43~0 OTH&R D8FBRRCD CRBDIts
ICont.'

otlle! Accrued IlMploy... Cost
Pool

OUlee C08t Pool

I aa.ed 0 .. description ot I l"dlelotly Attributed ~a.e<I

I tuaotlo.ll accountIng I OD o~'Y aalaci.. and
I codes. ,

w~qQa.

I I
I I
I I
I lued Oil aaodption ot , GaMrd AUocatoe.
I fUQCt iOftal acc:ountlnq I
I oodea. I
I I
I ,
I I
I coat Pool equals Iccount. I Dlt.ctly a.alqoe4 to i tvllUUQi..~ .l•••••l.i ..,;wuwi4: :..:i! ~

I I fQ91118hd. I be a.cluded froa rat.making
I I I io UHI S.~rat1ona proce.sj
I I I thu. allocation ~.twe.D

I I I reo~l.ted and agar_qulated Is
I I I oot _ea.ary.
I I
I I
I coat r_l -eual- _*:. I 1)1_'1)' u-.l!ll*i too
I I z...lat.4.
I I
I r
I I
I coa~ rool &<pal. _t. I D"-,I)' uaJ.pell ~, .. . I -..au...... ·
I I
I I
I I
I Qoat _I -cuu _to I Dl_ttl' _.1.goM4 to
I .. I "9111&*-4.' .. .
I I
I I
I I
I ...... on aaodplloJi of I Olre~tly a••loaaQ to
I tuoQtlonal accounting I ragulatld.
I codea. I
r ,
I I
I I
J al'ed on da.crlptlon of I Dlt.ctly ••atgned to
I t~.ctlonal accounting , nonreo"ht..s.
I code.,. I J
I I I
I I I
I I I
I Cost '001 aqual. acoount. I. Diractly .aal0aad to I
I I l~lIl.hd. I
I I I
I I' I
I I I
I I I
I Coat Pool equ~U aocoual. I Directly asaign_d to I, I noacequlated. I
I I I
I I I

Coaf APpOitio_..f1ktrIx
soutnw.atorn aall r-laphone Comp&ny

Coat Allocatlon M.... l
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USOA t&rt 32 Account~

6311 n"'TI~ AlPARATUS
txPENSt (Cont-l

63.1 ~G8 PRl~r£ aRAHCK
BXC1WIGB &l(PtN!£

63$1 pUBLIC TCLtPHOHE
TeRKIHAL CXP£NSE

Ba,l. fo~ ~.i9ala9 lIul. tOt AppC)lUOnlllll
Co.t. to Co.tI to ltequlated aDd

Cost Pool~ COlt 1'00\. lloALeiUlat.d CCGIIIl.nt~

I C~~n~Mo ~~.a~/No Troubl. Bat.d on d.scsiptloll of I Indirectly AttribUted ~.ed I
I rou Dd con Pool t ..action.l acoountl'9 I Oll ••• igned to C89~lated I
I cod••• I ba••d on 7$' of t~. ratio of I
I I r&gulaled trouble eounts I
r I clund to totd trouble J
I I count. cleared, with tb. I
I I c••idual a•• i9oed to I
i ! 'AoAr_gul.ated. I
I I I
I I I
I I I
r Plreclly ~S'lgn'Q i ..#~ WA Yo~~.~~~~~" ~: : ,..., .... __.. , ........ ~ ..... ft ........ ! tnel"d.~ sot of the tca~el-.-----, --- ..--- --
I ~!l\llat.d I ti'ld rapo~tin9 ood••• I r'Qlllat'd, I •••oclated with oombi.atlon
J I I I vitlt. (1 ••• , 'otl. tllll'

• I I I iDclad. ~t. c~lated aDd
I I I I no.,egulated w~t).

I I I I
I I I
I I I
I Di~.crly ~.19n.d I aa.ed oa a.~o,iptie. of Dlr.atly a.a19n-d to I [aolu~, ~O, of the tlav.l
I Honr '90 l.t.d I 11.1d ~~rtill9 c;odts. DOllreQulated. I a••oclat.d with cambia.tlon
I I I yl.lt. /i ••• , job. th.t
I I I Inc Iud. bOth ce9all1tad .nd
I I I aontegulated work) .
I I I
I I I
I Cem.on-No Acc.a~/Ko T~ovbll I Ba.ed on 6Iag~iplloa of Indir.ctly Att~lo.t~ ~•••~ I
I round COlt Pool I fUAct.101ld aoc:ouathll Oft a.aI9D~ to r.~~l&t.d j

I I ca411, ba.ed Oll 1$\ ot tb. ratio ot I
r ) "9ulated troubll count. I
I I cillrad to total t~owbl. I
I I couot. cl.ared, wlth the I
I I residu.l aa.19fted to I
I I llonu'1ulatld. I
I I r
I I I
r I I I
I I I I
I I I I
r I I I
I r I I
1 Dleect ~t Pool I ....d on d••c~lptlon of I Directly a•• lgRed to I
I I tunctlenal accouAtlR9 I oORtal/lllat.d. •I I cod... I I
I I I I
r J I I
I No Acc••• Co.t Pool r Analyai. ot No Ace••• I Indi.actly Attributed ba.ed I
I I "epo,;t•. I on relative val..e of I
I I I . reQulateli and nonu9ulaled I
I I I di.patched report'. I
I I I· I
I I I I, I I r
I I I I

~ ~ ------ C4it.TpPOitlOiiiiiifti~tr1A

$ooata-.tau lieU "'lepho.1 C~ny
COat AllceacloD Katr1.
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