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EXHIBIT A

Service~ NQ~ O~fe%ed For Resale

BDS/LAN
Customer P~ovided Equipment
Customized 6illing Reports
Inline Product.'5
Se~i-Public Tel@phone Booths and Enclos~res

911 Universal Emergency Numb~r Equipment
Inside wiring products
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EXHIB1~ B tPaqe 1 of 2)

1. Available £o~ Resale at Retail R&t~5

The t>art:Les have agreed that the follawin., services will be made
available for ~esale by SWBT to an LSPs at the ta:c;iff rate for each
such 5ervice (cr in the event that 3uch service is net tariffed, a~

the .c2ltecharged to end user customers, except as othe:n,.isE. noted) :

Const:uction Charges
connections with Terminal Equipment and Communications Systems
Maintenance of Se:-vice Chcu;ges
Suspension Services l

Telecommunications Ser:vice Priority Systems
Access Services
Exchange Interconnection Services
Wireless Carrier Interconnection Services
Services Offered Exclusively to Accredited Educa~ional

Insti tu'tions2

.""",.

The Parties hav~ ~qreed that the following services will b~ ~d~

available tor resale by SWBT to all LS?s at a discount of five
p~rcent (5%) off of the tariff rate (or in theF~ent that such
service is not tariffed, &t the rate charged tcend user customers
Except as otherwise noted! :

Bill Plus
Ccnsolidat~d Bill~ng

• 1
Suspeni10n of Se:vi~e discounc3 apply to ~he discounted rate for the

underlying $~~vice

2 Th~ resale rec~s for Services c£fered Exclus~vely to Accredited
Educational !nstitutions shall include the wholesale discount approved
by the Corr~ss~on in this proceeding.
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EXHIBI~ B (Page 2 of 2)

t..j)J.038 907

3. Available for Rasale at Wholc••le Discount

The Pa~t1e$ have agreed that the tollow1n9 services will be made
available for resale by SWBT to all LSPs at the wholesale discount
rate ordered by ~he Missouri Fublic Service Commission in this
proceeding.

A. All s@rvicea identified or referenced in Exhibit C.

B. All service included in AppendiK 9, Attachment 1: Resale,
Pricing Schedules I, II and III to ~T&T'5 Petition for
Arbitration except for those se~viceB previously listed
herein.

c. In addition to those servicee identified or refe~enced in 3
rA) and (B), the following services wil~ be made available
for resale by SWBT to all LS?s:

1. customized Service Contracts (e.g., CSPP);
'-~.;~'

2. Enhanced Directory Listinqs:

3. Prepaid Card;

4. Any other Telecommunications Service provided to
SNBT's end user customers on a retail basis that are
noc teleconmunications car~iers subsequently
identified by any Party which has not been included in
Exhibit A, Exhibit B o~ Exhibit C of this Stipulation;
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J:XHIBIT C (PAGE 1 of 6)

SOUTHWES'l'E1W BELL TELEPHONE COMPl\NY
RegpireQ Resale Servioes - Busin.ss Service8 ••

DaCAL EXCHANGE SERVICE

~usineS3 l-Part~ Service
Susinees Multi-tine Hunting
Business Measured Servioe
convention Center Service
Customer Owned ~ay Telephone Service
Hl,mting
Message Rate service
Message Reglste~ Equipment
Mileage Out$ide the 6ase Rate Area
Semi-Public coin Telepho~e Service
Special Bill Numbers
Telephone Answering & Secreta~ial Service
Manclatory Extended Are~ Service
se~vic~ Connections, Moves and Changes

1i08

TRUN!~S

Analog Tl::'J.nk:s
Digital Trunks
Di9ital Loop Service
Dormitory Service
Hotel/Motel Tr~nks

Hotel/Motel Re~ervation Service
Sharad Tenant 3@rv~ces**·

OPTIONAL EXCHA}IGE SERVrCES

"'.,.

at Municipal Airports

optional MetroFolita~ Callinq Area Service

** Grandfathered services also available for resale at the
applicable discount .

• ~~ When an LSP resells Sha~ed ~enant SerVice, the LSP will
~eceive the discount a,sociated with the underlying
service used in the sharecl tenant arrangement.
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blO.030

CALL ~~AGm~ENT SERVICES

A.uto Redial
Call Blocket
Call Forwa.::ding
C,~ll Raturn
Call Trace
Call wai ting
Packages le.s. Biz Se.verSI~ and The Works''''}
Priori ty call
Selective Call Forwa.:;ding
Speed Calling
Thre~ Way Calling

CALLER ID SERVICES

Calling Name
Calling Na~e and Number
Ca.lling Number
Callar ID Value Fackages

OTHER VERTICAL SERVICES

'it·,

Area Wide Networking
Billed N~~e~ Screen
Busy Out Arrangement
900 Call Resttlction
Call Forward - Bu~y Line
Call Forward - Don't Answer
Call Forwa~d - BUsy Line(Don't Answer
ComC&lllll
Conference Telephcne Service
CU5tomet Alereing Enablement
Disaster Ro~ting Service
Hot: !.ine
Intelligent R@direct~

Intel liNu."!\b E;r
Intercept Services
N1ght Nurnbe~ associated with Telephone Number
Night Nurnbe~ associated with Terminal
Personalized Ring~m
Positive In
Second Line Contzol
S:..mul'taneous Call fotwarding
Toll ~estriction

** Grandfath@red &ervices al~o avail~ble for resale at the
applicable disccunt.
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P.equi%ed Resale Services - B1Jsines!J Services ••

NEi.030 Q10

CALL ~ffiNAGEMENT SERVICES (contj

Voice Dial
Warm Line

REMOTE CALL FORWARDING

Remote Access to Call Forwarding
Tel~b;ranch(ij)

IntraLATA. MTS

OPTIONAL TOLL CA1,LI~G PLANS

1+ S;'.VEp'8~1

1+ SAVER DIRECT"1ll : ~$r.dirlg Commission Approval) .
community Optional Service ".~

Outs tate Calling Area Service

WIDE AR~~ TELEPHONE SERVICE

Business COl~~on Line 800
800 Service
WATS

PLEXAR®

P1el<ar l®
Plexar II®
Plexar Custom:&

DIGITAL LINK SERVlCES

Apartment Door Answering
Announcement Di5tr~bution Services
B~sine$s Video Service
DOVLink
Public Re5p~nse Calling S~rvice

Frame Relay
r1egal.inJot I r~
r1:egaLink nrC))
r.u.croLink r®
MicroLink II®
Multi-P.c~r.t Video
Networx Reconfiguration ae~vice

~w G~anQfathered services also availahle for resale at th~

applicable aiscount.



11/0S/3E. 11:30 JEFF CY LGA + 3147258788

Required kesala Serviees - B~sinea. Services **

-h'D.030 [;l11

DIGITAL LINK SERVICES (cent)

Serv~ce Loop Facility Mod:flcatian Service
Broadband Educational Videocon!erencin9 Se~vice

Digiline",m
SelectVldeo Plus~

Smart TrunkJm

PRIVATE LINE

Analog Private
F:\/FSO Set"vice
Group Me.rt:ing

~ ....:l.nes

1>",.

OPERATOR SERVICES

Directory Assistance Service$
Operator Services

*r Gr~ncifathered services also available for resale at the
appli.ellble d.iscount.
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~ired !eaale Servicee - Re.~dential Services *.

Q12

LOCAL EXCfl.ANGE SERVICE

Lifeline Discount Telephone Setvice
Link Up
Mileage Outside the Base Rate Area
Residence l-Party service
Residence l-Pa~ty Measured Service
Service Connections, Moves and Changes
Manda~ory Extended Area Service

OPTION~ EXC~NGE SERVICEs

Optional Metropolitan Callin~ Area Service

ChLL MP~AGEMENT SERVICES

Auto Redial
Cllll Blocker
Call Forwarding
Call Ret',un
call Trace
Call Wai t:i.ng
Pack&ges (e.g. The Works Sttl

)

Priod ty Call
Selective Call Forwarding
SpE!ed Call:i.nq
Thre~ Way Calling

CAl,LE~ ID SERVICES

CaLI_lng Name
Calling Name and Nu~~er

Callinq Ntlmber
Caller ID Value packages

"',

Grandfathered services also availabl~ fo! resale at the
applicable diseount,
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~ired Reaal. Services - Re8ident~.l Serv~ce~··

OTHER VERTICAL SERVICES

Billed Number Sc~een

900 Call R~strlcticn

Call Forward - Busy Line
Call Forward - Don't Answer
Call Forward - Busy Lil'.e/Don t t AIlswer
COmeaU:!>.
Conference Telephone Service
Customer Alerting Enablemen~

Hot Line .
Intercept Services
Personalized Ringen,
SimuleaneoU$ Call Forwaxding
Toll Restriction
Voice Dial
Warm Line

REMOTE CALL FORWARDING

Preferred Number Service
Remote Access to Call Forwarding

IntraLJl...TA XTS

TOLL O?TICNAL CALLING PLANS

1+ SAVERs",
1+ SAVER DIRECTs~(pending Comrodssion Approval)
Commur.i~y Optional service
Outstate Calling Area Service

WIDE k~EA TELEPHONE SERVICE

Re$~dence Common Line 800

ISDN

Digiline:;m.

OPERATOR SERVICES

Directory Assistance Service
Operator 3e~vices

** Grandfathered services also available for resale at the
applicable discount
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November 15, 1996

Cecil Wright, Executive Secretary
Missouri Public service commission
Truman state Office Building, 5th Floor
301 West High street
Jefferson City, Missouri 65101-1517

Re: Case No. TO-97-40, et all

Dear Mr. Wright:

Enclosed for filing in the abo~e~refer~cedmatter please find
an original and fifteen (15) copies of the Reply Brief of MCI
Telecommunications Corporation and its affiliates including
MClmetro Access Transmission Services, Inc. Please tile stamp the
extra copy and return to the undersigned. If you have any
questions, please contact us. Thank you.

,!!"~~

Very truly yours, "

Qffi1}~01tk~} 'fA..7-
Carl J. Lumley

CJL:dn
Enclosures
cc. SWBT

Public Counsel
AT&T
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t. Whllt costing mod~1 'hould the Commission utUlu jn tbis Proseedinl!

The FCC's Order regarding cost studies expressly calls for a study like the Hatfield Modef

and not 5tuoies like those SWBT has cobbled-up' As quoted by SWBT, the FCC identified and

approved the "third approach" as follows:

prices for interCOMect1on and access to unbundled dements would be developed from
a forward-looking economic cost methodology based on the most efficient technology
deployed in the incumbent LEe's current wire center locations.

Order at para. 685. The FCC went on to explain that this combination of forward· looking technology

with existing wire center locations "mitigates incum~nt LEes' concerns that a forward-looking

pricing methodology i~'1lores existing network design. while basing prices on efficient, new

technology that j~ compatible with the existing infrastructure;" in the final sentence of the

paragraph. omitted by SWBT from its quotation at page 2 of its Brief. the FCC slales:

We, therefore. conclude that the forward-looking. pricing methodology for
interconnection and unbundled network elements sho'6la'- be based on cost.5 that
assume that wire ecoters wlll be placed at the incumbent LEe's currel')l wire center
lOcations, but that tM reconstructed I~I network will employ the most emcient
t«hnology fot reasonably foreseeable capacity requirements.

Order at para. 685 (~mpha.sis added).

1bc FCC expressly required that a hypothetical, forward-looking network be "recnnstrueted".

\Vith the one exception that existing wire center locations~ used. Given that SWBT chose to omit

the final sentence of paragraph 685 from its quotation, it is not reasonable to conclude that it has

innocently mi~interprele<J the clear language ofthe FCC's Order l\S somehow catting for replication

t As SWBT admitted in its opening statement, it has presented the very same sludies lhe
.' Commis.."ion rej~t~ in Case No. TO-89-S6. (Tr. 95). See 1n the matter of Southwestern BeU
Telephone< Company' s application for classifu;.'Uion of its non-basic services, 1 MoPSC 3d at 54,
70 (1991). The Commission has now rejected them again in th~ MFS/SWBT arbitration. See
Arbitration Order, page 7, Case No. TO·()7·23 (November 6, 19<)6)

1



ofthe existing netWork. Rather, SWBT has chosen to play games and intentionally tried to obscure

the FCC's cxprCS3 conclusion to combine a forward-looking network with existing wire centers.

In short, from the outset of its Brief, SWBT sets up a false presentation of the FCC Order.

It then proceeds to demonstrate how its cost studies meet that ersat~ "'Order", and how the Hatfield

Model does not meet the ersatz "Order". Not a very helpful approach to a complicated subject to

58:j the least. And because it is based upon a fundamental misstatement of the law, SWBT's entire

discussion of the relative merits ofthe cost studies is a meaning.less exercise in sophistry. That SWBT

found it~ to ~mploy such methods unde~re~ the strengths of the Hatfield Model and the

weaknesses of the Bell "studies".

swaT's footnote 2 drives home the point. Paragraph 68fofthe FCC Order inde<Xi clearly

resolves the matter, but in exactly the opposite way from SWBT's assertion. The Hatfield Model

does precisely what the FCC instructed: a$ SWBT admits at pag~,~orits Brief the Hatfield Model

reconstructs a new network using forward-looking technology and reasonabl,: ~stimates of demand,
t

using existing wire centers.

The Joint Buard in its Univ~rsal Service Recommendations concluded that the Hatfield Model

was one of the two "best. available" studies, and recommended that it be further e~amined for use in

calculating costs of supported services. Jt Bd Roc at para 279. Forward-looking economic costs

have been endorsed by numerous states. including l1Iinoi~ Wiscon..c;.in, Wyoming. Iowa. Minnesota,

Texa.\ Maryland. Vermont, Nevada.. Tenn~~e. Georgia, Colorado, Ohio, Montana, and Michigan.!

leontrary to SWBT's representations. the Eighth Circuit Court of Appeals did not rule
that it would be improper for states to select a forward-looking cost approach. TIle Court m~e1y
recited LEe objections to such studies in the course of explaining the background of the stay
request. See Order Granting Stay, slip op. at 11·12, 16·17.

2



Whtle MO and AT&T continue to urge the Commission to use the Hatfield Modd either on

a permanent or interim basis,) should the Commission decide to set other interim proxy rates as

suggested by Public Counser in order to investigatc cost studies rurther. then the approach should

be to prex;eed with such investigation immediately. The Commission ~hould not sit back and wait

for the Eighth Circuit to rule as SWBT suggests. This SWBT proposal is yet another delay tactic

and. therefore, another barrier to entry, notwithstanding SWBT's repeated proclamations of iU

altruistic intent to support competition.

The comparison of r~suhs from the Hatfield Model to "actual" or "histonc" costs docs not

reveal a problem with the Molle!. To the contrary, the comparison reveals what Mel and AT&T

have long maintained: SWBT has been over-spending. and c()~tteniJy over-charging. For this very

reason. competition must replace monopoly for the public good. Departure from exorbitAnt historic

costs is not a departure from the Act or the Constitution· it is a recognition of competitive
:;",:~

I1UlIketplace reality.

With regard to SWBrs footnote 16, as SWBT itself recognizes latter in its Briefat page 61,

MeT withdrew Dr. Jerni~'s testimony as duplicative ofMr flappan's testimony in order to speed

the case along. MCI concurs in and co-sponsors Mr. Flappan's testimony and relies upon that

testimony and all the other evidence provided by MCl and AT&T regarding the cost issues. That

evidence is more than sufficient to provide this Commission with a basis for adopting the Hatfield

3MCl recognizes that the Commission created it~ own modified cost studies in ilc; Order in
the tvfFS Arbitration. but MFS did not provide the Commission with an alternative to the Bell
studies as MCI and AT&T have done with the Hatfield Model. Sec Arbitration Order, pages 6-7.
Case No. TO-97-23 (November 6, 1996).

• As Public Counsel observcs at page 2 of its Brief. the FCC proxy rates are cost-based to
a sufficient degree for interim purposes.

3
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Model results in this pr~ing.

10. Ro"Y should the Pard£! interc9n"~t their networks!

In this section SWBT' 5 Briefexpressly confirm~ many of the areas of agreement noted in the

Joint Initial BriefofMCI and AT&T, including interconnection at as few as one point per LATA
I

(SWBT Brief, p. 40), interconnection at the access tandem for all traffic (p. 40). types of

intercoMection (p. 38-39), special trun1cing (p. 38), and two-way trunking (p. 40-41).

The Commission should confirm all areas ofagreement identified in the Joint Initial Brief, lUld

should order:

(1) SWBT to allow interconnection at any technically feasible
CfOSS-COMe(:t point, as determined on a case:by-case ha~i~ on
request~ "-:

(2) SwaT to allow collocation within three months of request;

(3) SWBT to meet Mel's and AT&T's other r'Suest~ as outlined
in the Joint Initial Brief. to the extent SWBT's Reply Brief
departs from iu agreements.

11. What types of number portability should be pro~ided by SWBT!

SWBT'~ proposal to l.imit rNP to RCF and DID would establl~h a barrier to entry. As Mr.

Lancaster testified. Ref and DID are inadequate solutions for mid-size and larger customers. (Direct

at to, 13-1 S, Rebuttal at 6-7, Tr. at 17(7). Contrary to SWBT's Brief. Mel witness Laub did not

testify ReF and DID are sufficient. but rather in the very te.c;timony cited by SWBT expressed Mel's

desire for the Route Tndexing solutions descn1>ed by Mr Lancaster. ('fr. 150-5 I). Mel and AT&T

witnesses did not testify that Route Jndexing was infeasible, or that the FCC held such methods to

be infeasible, but rather testified such INP methods are feasible and identified situations when~ such

methods are actua.l.ly already being put in place (Lancaster. Tr. at 1765-66).
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Mr. l..anc4stc:r also rebutted Mr. Deere's testimony regarding supposed problems with Route

Indexing in areas with multiple NPAs. Mr. Lancaster testified:

Mr. Deere makes one solitary, and incorrcct, cornrnent regarding
Route Indexing. He erroneously states that "Tt would appear that
because of the addition of the route index, it would not be possible
using the current design of the SS7 network to transmit the NPA
assoCiated with the caUed number." This statement is incorrect.
Procedures have been developed to allow RI solutions to operate in
areas with 10 digit dialing, dual NPAs, dual access tandem switches.
and single or multiple new entrant swhches.

(Lancaster Rebuttal at 5).

SWBT mistakenly cunltmd.s that the absence of testimony regarding specific MCl or AT&T

switch installation plans demonstrates a lad of need for INP. ,.!,-s MCl's and AT&r s witne~

explained, pro-rompetitive rulings by the Commission on INP and other i~!\ues are needed so such

construction plans can be made. (Tr. 1763..(4). Restrictive IN? would be a barrier to entry, ll$

would failure to promptly investigate and institute PNP.

12. lfow should the costs of INP be rnQvered!

Section 251 (e)(2) of the Act does not state that interim number portability costs must be

borne by ca.niers that arc nOl involved in such an interim program. The statllt~ leaves such matters

to Lhe FCC. In its Number Portability Order, the FCC did not mandate that non-participating carrier~

must bear such interim costs. Rather. it recognized that it would be appropriate to exclude non-

participating earners. ~ FCC NP Order at paragraph.~ 130-38. There is no legitimllte reason to tax

non-participating camers to ~upport 00.' [NP is a local service issue.

\Again. TXCs that do not participate in the local market should not be taxed, but
companies offering a package of interexchange alld local exchlUlge services should bear some of
the INP costs. (Laub Tr. at 142).

5
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For the same re~ns, SWBT's EAL prop<lw i, inappropriate. Eith~ each participating

company should bear its own costs to save all such companies the expense of a short-term

apportionment process, or costs should be allocated among participating local providers based on

active lines. (Laub Direct at 4-6, Rebuttal at 2·3, Laocaster Direct at 27·29, Rebuttal at 8·9, Tr.

\ 769-70).

By proposing that the Commission postpone a ruling and require LSPs to track IN!' costs for

potential retroactive billing. SWBT improperly seeks an indirect stay of the FCC's NP Order. To

obtain such relief. SWBT must go to the Court handling the review process (as was done with regard

to the pricing rules). ~ 28 USC § 2342, 2349 (court of appeals has exclusive jurisdiction to

suspend FCC order or otherwise preserve status QUo). Further, SW'BT's one-time snapshot approach

- in contrast with the annual approach proposed by Mel and AT&T - would unfairly prejudice late

local market entrants and not be competitively neutral as requir~~~y the A(.,'t and the fCC.

13. How sh9yJd SWBT~ required to mAnage LSP "'bite Pa~e DirectOry Information and
PlrntOry AuiJtanct Lnformation!

The FCC ordered LEes to shar~ their listings. ~ NP Order at l41 ~t seq. SWBT':\

proposal to charge facility-based LSPs on a per-listing basis for WNte Pages and DA would establish

a barrier to entry. The exchange oflistings is critical to market entry, and mutually beneficial t.o the

companies and their customers. There are 00 li5ting costs to be rec~)Vered. (Laub Direct at 17-18.

Rebuttal at 4, Dalton Direct at 40). SWBT simply seeks to play upon the imbalance of listings at the

commencement of competition to make the exchange of essential entry infurmation cost-prohibitive

and thereby deter facility-based competition. Such a barrier to entry would violate the intent and the

non-discrimination provisions of the Act and the FCC's Oruers.

6



'"

The citation to the pertinent part ofMCI's propu~ Ilgr~nltmLw~ inadvertently omiued

from page 39 of the Joint Initial Brief - it is Attachrn¢nt VTTI. Section~ 6.1.4, 6.1.5, and 6.1.6.

(Russell Direa at JR-2).

10. Shogld SWBT be required to brand all Dini:tol)' Anbtance IPd Operator Servim
calli in the name of an LSP whue the can originator is an 1St customer!

In its Initial BriefSWBT has reversed its interim agreement to unbrand LSP operator services

and directory assistance calls handled by live SWBT operators (Le. SWBT's name will oot be

announced). ~ Ex. 82. Now SWBT say~ it will use its own brand until it becomes technkaJly

f~sjble to rebrand (SWBT Initial Brief p. 53). Even on an interim basis SWill' should not be

permitted to use its own narne when it is technically feasible to unbrand when using a live operator..~
AT&T witne.~'1 C'raddy te.<;tifled that SW13T had admitted such "unbtanding" is technically feasible

[Gaddy Rebuttal at pp 20-21]. Until June 30, 1997, by which date SWBT plans to install its software

";-~
program, SWOT should be required to give AT&T and MCl the option 10 have SWBT unbrand their

;.'1,-, ,

directory assistance operator services. Such an option is not against the law, as SwaT has

erroneously suggested, nor will it lead to customer concerns that they have heen "slammed".

Huwewr, if lhey have selected AT&T or MCT, but ht:ar the SWBT brand, they will think 1kn has

slammed them. SWBT's opposition to SUcl1 a straightforward request is yet anolher barrier to entry.

22. What !yO!' of electronic acce$s to Optl1'tionS'1 Support Sysft.m~ (aSS) fM nre
ordf.ring, ord~rin&, provisioning. mainte-nanCt And J'"Cpair, and bilIin& shooJd be
reguired!

SWBT's refusal to make the LSP Service Center accessible 24 hours/day, 7 dayslwcdc., is a

9arrierto competition. (Tr. 1335-38). In the rmmopoly environment, SWBT was free to place time

limits on customer access to service representatives. However, competitors cannot tell customers by

7
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recorded message to calt back later - problems must be addressed promptly for all customers

including those with businesses that are open 24 hours/day. So long as rompct.itors arc dependent

upon SWBT's network, SWBT must cooperate to make such levels of customer service possible.

(Ru~~t Direct, JR-l at 11-12).

As stated in the Joint Initial Brief, Ms. Russell's testimony sets out Mel's specific requests

in great detail. It is inromprehensible that SWBT has difficulty understanding this information.

23. How should nthfork elements be priced

As discussed under Issue No. I, the Commission should adopt the results of the Hatfield

Model. Alternatively, if the Commis~ion d~-idcs to set other interim rates, the FCC proxies are

cost-based, derived from the information supplied by numero\is partieli ITom all perspectives.

SWBT's cavalier offer of its embedded cost for unbundled loops on page 59 of its Brief raises an

interesting question. How can a competitor bring the benefits of CJ.lq'lpetition to its customers if it is

forced ~ operate from a monopoly cost base? Obviously, it cannot. (Goodfriend Rebuttal at II,

Gaddy Rebuttal at 4). For that very reason SWBT offers no argument in support of its "proposaJ

to use embedded costs.

00 an evidentiary front, lhe Commission would err three times over ifit relied upon SWBT's

late-filed cost studies: they were not presented during discovery, they were not subjected to cross

examination, and in any event they are ju~ a$ defective as the others.

24. How should unbundled network element. be deavf:nzed!

SWBT's. proposal to charge statewide average rates for unbundled local loops and loea!

switching would e~tabli$h a barrier to faciljty-based entry. Just as SWH'I' did when it built its

network, new entrants will almost certainly have to build in lh~ mor~ densely - populated areas first.
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However, they will be able to serve everyone by resale.' SWBT simply seeks to forestall

metropolitan (and therelort essentially all) raality-bascd competition through statewide average ratet

which. by definition. means higher rates in dense metro areas than would result from deaveraging,

This approach would not set cost-based rates and. therefore, would violate Section 252(d)(1}(a)(i)

of the Act.' The eomrrussion should reject SWBT'5 attempts to preserve its monopoly on facilities

and maximize its market power.

The deaveraging format oflhe Hatfield Model is not inconsistent with SB 507, contrary to

SWBT's unsubstantiated assertion at page 61 of its Brief. SWBT uITers 00 support for its claim 1Mt

differences in loop costs within an exchange would accelerate requests for pricing differences. Its

claim is belied by its own averaged pricing practices in the faclof such C)(isting co~t differences.

Further, SWBT surely does not mean to propose a below-rost pricing analysis on a loop-by-loop or

customer-by~customerbasis (p. 62) given its own exchange-'wlride (averaged) prices. Pursuant to the
:1f~7!'<

Hatfield Model ckavenging format. Mer and AT&T propose to pay rates ba.~ on SWBT's CQsts,
t

~ required by the Act and the FCC. •

26. Should SWBT be requited to larifT physic,,) wllOCJllioll arnngemenb!

SWBT's refusal to develop fully a set or sets of ~1andardizedparameters for collocation is

a barrier to entry. The FCC declined to require federal tariffs. but urged state review. ~ Order at

6~ FCC Order at para. 12.

"See FCC Order at para. 764.

'Unlike the MFS Arbitration. Mel and AT&T have provided the Currunis~ion with
sufficient evidence that the propo~ lil~ density zones reflect actual cost. See.~. the
discu~sions of the wide variety of density-driven co::-t differences in the Loop Module and
Convergence Module in the Hatfield Model attached to Mr. Flappan's Direct Testimony.

9
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pAra. 567-69. Wilhout standards, competito~ cannot Trulke plans and SWBT can delay r~poMCI

to requ~sts to collocate. (powers Rebuttal at 14, Jacobson Direct at 35·36, Rebuttal at 12-13).

SWBT provided no credible evidence that it can not immediately draw upon current mat\et

conditions and its recent experience in installing faciJitie..c; to identify standard parameters. much/as

it suggests new entrants wiU eyennJal!y be able to draw upon their own experiences. (Tr. at 1208).

From its Brief. it appears SWBT recognizes some parameters are feasible. (SWBT Brief, p. 66).

Hence. the dispute appears to be a matter of degree. (powers Tr. 900). The Commission should

require SWBT to establish standard (;()Ilocation parameters to the maximum extent po:."sible.

33. Should SWDT be required to "brand" for AT&T and Melon maintenance,
instAllation and cU5tomer functions other than oPfrator ~rvkes!

~

SWBT continue to make a mountain out of a molehill by misrepresenting that AT&T and

MCI want SWBT employees to "deceive" customers by requiring SWBT to "cover up" its logo on

;'~

service vehicles and employee uniforms. AT&T and Mel do not want this d.one. AT&T and Mel

do, how~ver, want SWBT service employees orally to identity themselves when they appear at an

AT&T or Mel customer's premises as representing AT&T or Mel. SWBT's vague ~ggestion that

other LSPs may prt:l"t:::f that SWBT service personnel not identify the LSP by name should not serve

as a basi!' for denying such option to AT&T and Mel.

MCl has requested that SWBT service employees use Mel branded "Icavc-behind" nQtices

in~tead of SWBT branded "leave behind" notices following unsuccessfully attempted service cans.

SWBT again mischaiacterizes tltis simple reque~1 by complaining that it would be "unlawful and

inappropriate" to require SWBT employees "to engage in marketing activiti~ on behalf of its

competitors," (SWBT Initial Brief, p. 80). Leave·behind cards are not "marketing brochurcs", but

10



I;-'~ .

;rather are merely courtesy notices to the customer that his or her LSP has rcspqnded to the

customer's request for service aM wu not able to gain access to the premises. SWBT uses such

courtesy notices for its own customers and it should be required to leave a similar notice card for

AT&T or Mel when a SwaT employee is making a service calIon their behalf

34. Should the Commission adopt a charge on Joca) lervice provide" which pprthau local
switching in a manner simibt to tbat adopted by the FCCT

Mcr withdraws this part of the Initial Brief It W1\S included in error.

36. What discount should be available for renJe urvic§!

SWBT's "semee-by-semce" avoided costs study~ not property and fully identify avoided

costs. It does not study costs from th~ required perspective of~. exclusively wholesale operation

and. therefore. does not discount for retail cost.. which are in fa.c:t avoidable. Specifically, swnr has

not considered the following to be avoidable costs: Product Management, Product Advertising.

;{t.'>-

General Support, Corporate Operations Expenses. Depreciation, Return on Taxes, Call Completion,
", .'

and Number Services. These are all costs identified by the FCC as presumptively avoidable. SwnT

has also overstated LSP Service Center costs. Further, it improperly uses LR1C calculations rather

than the embedded costs which were used to set the rates to be discounted. As a result. SWBT's

study materially understates the wholesale discount to be an average of only 3%. (Klaus RebuttaJ at

2-1~ Crombie Rebuttal at 2-1 I).

SWBT's average result of3% is absurd. The FCC's interim discount range is 170./0 to 25%.

Other ~;tate <Xlmmissions have already ordered discounts ofsuch magnitude, including the Texa~ order

ofa 21.6% average discount for SWBT itself. Mel's and AT&T's proposed discounts of 19.63%

and 28 .61 % rcspcetively are both consistent with these other results and further underscore the utter

11



f\ilure ofSWBTs purported avuid~ CO$t studies.' (KlAUS Rebuttal at 2-D, Crombie Rebuttal at 2-

11).

SWAT's alternative aggregate discount of 13.20/0 is little better. SWBT continues to fail to

rebut the presumptions ofavoidable costs established by the FCC. (Klaus Rebuttal at 2.1:l. Srrith Tr.

253-273). The Commission should also take note that this aggregate study was finished 9/4/96

(Smith Rebuttal Schedule 6), about two weeks before direct testimony was due, but SWBT filed it

as "rebuttal''. to prevent Mel and AT&T witness from having a chance to testify to its defects.

Reason enough to reject it \\Then SWBT's study is appropriately adjusted, the discount rate climbs

to a range of 20 to 26-;•. (Tr. 273).

Under either ofSWBT's proposals. competitors would ~ compelled to subsidize a portion

of the costs of SWBT' s C()m\Xtmg retail business (like advertising). essentially precluding full a.nd

fair competition. SWBT will continue to receive its retail costi~throllg.h its retail operations and

should not be allowed to recover them from wholesale transactions with"competitors. That is
:'

precisely why the FCC avoidable cost methodology is appropriate. (Klaus Rebuttal at 8 and 11,

Crombie. Rebuttal at 5~6).

Again, SWBT must come forward with specific proof of <;osls if it wants to try to ~lilih

that CSPP and educational services have no avoidabl~ costs on which to base :l dillcount beyond the

retail discount afibrded its customers. Existing arrangement!> cannot be exempt· it matters not what

C()sts SWBT has incurred in the past, for the question is what is avoidable in the future wholesale

environment.

'The 3% result is even lower than SWBT's routine disCQunt for payment by credit cud,
which presumably is based on avoided remittance processing costs. (Klaus Rebuttal at 2-3).
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