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SUMMAR'

Although the Commission's Access Cl1a~gefoml (~c.Jl'r \\ i 11 reduce the access

charges paid by interexchange carriers by hundreds ()fmillions nfdolJars, the

interexchange carriers seek additional rate reduC'j'\lh that \\ould tum what v\as supposed

to have been a revenue-neutral access rate restructure into an even larger net revenue loss

for the local exchange carriers. The Commlssl '>] ~h!)lIJd reled these efforts. \0

commenter has demonstrated any error in the :'\ lhat Bell \tlantic proposes to

implement the Commission's access reform ruk; 'the Cnmmhsinn nonetheless decides

to put the tariffs under investigation, it should 'lrolCtl ratepayers and local exchange

carriers alike by adopting a true-up mechanisrr that \\ould cnrrel't the effect of rates that

were either too high or too low during the pen'd ( . the inw:-;ti~atl,.\n

Bell Atlantic correctly calculated the \ I'·ts I' line ports that vvill be shifted from

the Local Switching category to the Commor i Int' 'ategor\ '.,i) commenter

demonstrated any errors In Bell Atlantic' s co,1 ':lJ)alinns \Vhlle AT&T complained

that there were wide variations in the perccnL '~'(> 'line :fl)rt (,',h ~ml()ng the C:lrriers.

the Commission anticinated such variations.. ')Ii 1r( thc' rmd 1(( of numerous l~tctors.

such as differences in The mix of SV\ltcl1 tvpe,fll.' [f1wunts ndrd tilr switches and other

equipment, the dates SWitches v,ere Installed nd i'c' numher, ' IlI1cs served hv each

switch. The commentl'r~ are wrong 111 ~!r\2Uin.· th I dw 1 !< "I, \'Iid have applied theIr

percentages of line porte; per switch time.:; th( !.I1l"'lnl ofre\CnUl'S in the Local '-;w1tchll1",



that exogenous cost changes In general. :lIld th~~ ""anges In p:lrh:ular. should be based

on cost.

Bell Atlantic also demonstrates herein that It correctly calculated the costs to be

removed from the residual transport interconncLTinn l'harge and that it properl}

reassigned the transport interconnection charg~' re\(~nues to transport rates that \vere

deaveraged by zone,

Bell Atlantic's development oftandem~wltched transport rates is consistent \vith

the Commission's rules Bell Atlantic properl iJcnriticd the ((l>h of tandem trunk ports

and SS7 based on studies of actual booked co',,, \1('1'" argument that Bell Atlantic

should have shifted costs to these categories ra"l:dn tandem n:venues rather than costs

is contrary to the CommiSSIon's findings 111 the \cccssCharge Reform Order. MCTs

complaint that Bell Atlantic had relatively lan:e ~,-, costs in the tandem switching

category fails to recognize that Bell Atlantic hI" dcnloyed SS7 e"clusively at tandem

s\vitches, while some <'ther I ECs have deplo '1" '~;lt end ,1It1\\"s, which puts their SS7

costs in the local s\vitchin~ category \tel I' \ r, 'n ar:2Uln',,: lh:\t Bell Atlantic "hould

have accounted t~)r the Impact of dit11lnat1l1g 'I:C1 ollhc U'1ltary rate;truct11fC by

submitting a cost "tud\ In fesponse to \1('! lu,',1l\1!1S ,lbnut lW Bell ,\tlantil

calculated the eneCI ,)! ,,'\imll1ating lhe i,illll:l' ":\1 ,1ruetUf" ILl ,\tbntic has inclulkd

additional inlnrmation '11 this tiling on the I' \ [",'ll rnen\ll:,11

rhe comment\'r' [In: wrong 1I1 thelr h Lil, ""umptinn 1h:ll the number of multiline

husinc'ss end USI'r \,"111' t1' \111 line chdfL':c. .!

liling, The CommiSSHll!'; decision tIl ",tah i ] '\\ ! I (/ SDN-BRI hnes Jllecll'Ll



the count of multiline bus mess Eliels. which,re\ "'L1slv mcluded ISDN-BRI lines, The

commenters are also "'-TOng in assuming that the c('unt of [I 'C! ~ should equal the count

of presubscribed interexchange carrier charge'P!( <'5') Ihe (,()mmission's rules do

not require the LEes to apply EUCLs to officl;l! hnes. employee concession services. or

Feature Group A lines. hut these lines sh()uld he ,.lS'<'ssed a PICe s!Oce they are

presubscribed to interexchange carriers

Bell Atlantic ha:, demonstrated that tht' ,Llu [1 Ih t:lri ff rC\lew plan are accurate

and fully supported. Thl' commenters have prescnlt'd no hasis for investigation of the

January I. 1998 tariff rC\lsions.

IiI
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FEDERAL COM!,,1LNICA rlCll\,S ('O\1\lISS10N

Washington. ])(' '/,)q

In the Matter of

Support Materials for Carriers to File to
Implement Access Charge Reform
Effective January], 199R

REPL Y COMMENTS OF BELL ATLANTICl

In its Tariff ReVIew Plan "'ITRP") tiline! Fk I "\tlantic demonstrated that its

December 17. ]997 tanff filing will correcth 1'1rkment ~·ham'.l·c, In the access charge

structure that the Commission required In the '~ccs::"s Charge Reform Order.2 Contrary to

the impression given by some of the interexchani2e carriers. \vhn seek hundreds of

millions of dollars in additional rate reduction"; recess rd()f1n \\as intended to he

1 The Bell Atlantic telephone companies '\)el!\tlanllc', arL' Bell Atlantic-Delaware,
Inc.; Bell Atlantic-Maryland, Inc.: Bell ,\\larc- "\.'\\ kr"c\ 111C. Bell :\.tlantic
Pennsylvania, Inc.: Bell Atlantic-Virginia. Ir" f·h:ll\tlanllc-\\;tshington. D,C . [nc.:
Bell /ulantic-West Vlrgltlia, Inc; 'Je\\ )',m. \:I,"\hnnc (. 'fl1r;1ilV: and New England
Telephone and Telegrarh ( umpam

'. As a result of the (ommisslOn's decisl! '1 :' hill sut>:-,W11lU! revenues from usage­
basecl charges on carriers to flat-rated chari-!"'; <111 end users. t()~dher with reductions
associated with the change in allocation oj :~l'ne;tl support facilities costs and the
disallowance nt' equ~dtcc\:ss costs. the mtl.",'--" lunge ,-,arf'llT' "Iil enJoy suhstantial rate
reductions in the Januaf\ i. ] 998 writ! n:\', r: lht' Ik!1 \tbntic regIOn alone.
carn,;,'r charges \',i 11 :\..•. ' i tne h\ ,thou! '\ '-I~ '"

- Access Charge R~t()rnl. 7 ('()mm Rl~\.C

Order:").
.'()II I 'l,q-' ",\ccess Chan'.e Reform



efforts,

[[the Commission helieves that the 1 1" ft, ,hould h\~ l11wstigated. it should

l[ ~h,)rtf:til Through going-forward

rate adjustments [", '1(' I."\tent 1hal tl1\' lrlll'

later time that would ,we previous 'lVer-rcc \ 'I'

approve the tarifffilin'-!:, as temporary ra1l's inkT-;ectlon2IQlh" subject to true-up at a

charges that are later dl'knnlTled to hah' hee' \'1. d! \\It\Wut nroviding a mechanism

for recovering revenue',; (mm rates that .lre 1,'- k t:rn1ined T,) he!\ e heen too 10\\

nor a shortfall from rates that are too 10\\ Th,' 1nten?xchange earners, ho\vever. seek

additional reductions through greater shifts of '5t'0 end users and through unilateral

rate reductions by the local exchange carriers lh\' j 'ommission should reject these

revenue-neutral for the ]ocal exchange carrier', rhl.' Access Charge Refonn Order

generally required a shitt from usage-based crlr~e~.Hl earners tn more cost-causative

nat-rated charges on end users and carriers. R;ltes ;uc to he calculated so that the

revenues from the new and increased rate elements equal the revenues removed from the

reduced rate elements, Bell Atlantic deSIres nt'lther ] windfall from rates that are too high

The interexchange carriers urge the Cnmmlssion to suspend and investigate the

tariff filings, hopeful that they will be able to I ,htaln refunds I f an\' individual rate

elements are later found to be excessive GiVr;'ll the magnitude of the rate changes that

will be made in this filing, and the uncertaint', \. nnc.:rnmg how new rate elements such as

the presubscribed interexchange carrier \:harge~ arJ(j the higher rates for second lines will

be applied, there is a pnssibility that re\enue', 11\1<'" the ne\\. rate 'lructurc \vill he higher

or Imver than expected rhe Commission sh I :.dt C\f' he rht' I ECs to rcfund~; for



-----------, -,--

that Bell Atlantic and other LEes removed fro'1 rfw l)Cal -';wltchmg category and

\bu I hat \ I&T questions are the

"See fRP D&J. pp '1-21: \Vnrkpart'r" I I'

:; See AT&T pp. h-' II \K1. pp,~-()

1 Columbia Gas Transmission Corp. \'. F"R( ~()':; 1 2d ~q 1 ~C)7 (DC'. elf! 99()).

\Vith regard to the tirst argument Bell \ Li'11l nr()\ided ,'\tensive uctalls

carriers to recover previous shortfalls. it \vouk J]ilt lOstItute retroactive ratemaking.

because the Commission would have put rater,1' cr' in nuticc thaI 'rates being

promulgated are provisional only and subject t( !ater revision,"·

AT&T and MCI urge the Commission " I!l\ ,~;tigatl.' the Jtl10unt of line port costs

For this reason. the Commission should rnak\,' it dear at the outset that a tme-up

may be implemented at a later date both for ratl's th:\! are too high and too low This

input values for the pene:ltages ot's\\itch ,-,)" II, ti,,'le-,iloil,,'! '"ilh line pnn" 11 I.';\ch

Tariff Review Plan. Bell \tlantic denved it, p"cv'''a~e ()1 lillt' pnrt costs from the llutPUt

would protect the interests of hoth the local eXi hln~'\' (arril.'fs ,lI1d their ratepayers

state, As Bell Atlantlc 'xrlained in the ])e ';cr , l!1dflt-lI1Ii,I\Illl accompal1\ln~ tlK'

concerning its calculatipn I) f Iine port IIhh '. Il'

ports; and (2) incorrecth applied the percentap'" \11 ine ports to the amount of switching

provide adequate cost support for the percenta12l~; ,j' "witch costs Identified with line

assigned to the Common! ine category,~ rhe\\rL' that liell \tiantic (I) did not

costs, rather than to the tmount of Local "\Vitl '11m' 't'\('nUL~' '..elther point is \alid,

I. Bell Atlantic Correctly Calculated Its Line Port Costs.



of the Bellcore Switching Cost Infom1ation S:- 'km 'SCTS") which produced unit

investment data for each tvpe of switching techni))o0Y - ,\T&T argues that Bell Atlantic

has not justified the use of SCIS for this purpo~e and that the Commission should not

allow the local exchange carriers to use ·"mtem.ll proprietary and non-verifiable" cost

studies for rate-making purposesH This is a rel' hernng, Am dewlopment of switch port

costs will involve proprietary data at some lewl sUl:h as the pnces the local exchange

carriers pay for switches Bell Atlantic and otlL" Ii'l al exchange l'aITiers have used SCIS

-,

for over 10 years to develop unit cost studies hlth tariff filings and for internal

purposes,lJ SCIS develops actual costs hased (-11 thl' >xistll1!,'. net\\I)rk and verifiable

hooked costs. The Commission's staft: and thad parties that signed confidentiality

agreements, examined SCIS extensively In tht ,loerl net\vork archItecture proceedings,1iJ

After almost two years ()f study, including reV1',~''''' h mdependent auditors, the

:' The percentages of line port costs are shl'\ .... n h\ state in Work papers EO Port-2\: &
2S, line 2, AT&T argues that the CommIssion sh\\llid require the LECs to justify and
document. by switch tyre ~md manufacturer. ' 111\ l'qmenls th,lI they included in the
percentages afline port costs, Attachment \11")" thl" Inl(lrmation, which c(lnsists
the output of the SCIS ill<lde ,

,,,\ AT&T, pp, 6-7

4 AT&T complains that some LEes remo\,,~d lflsufficient line port costs from the
Local Switching category. because they used..;r.'lS to generate1:1crementalline port
costs, AT&T, p, 8, This criticism does nut ,lpphl Bt.'ll .\tlanlll..', which used SCIS to
allocate actuaL hooked switch costs to line fl' r'~

to See Commission Requirements fo~~~~"t\.llrj1()rt :V1aterial In Be Filed with Open
'-kt\vork Architectur~ \l'\.'~ss Tarift~. -, I (I. c: ::~11 I ( l rn Ill' Bur, 19921.



Commission found SCIS to he "fundamentalh >oun.j .. , 1 \ 1'&1 has not demonstrated

why the Commission should go through another in\(,'stigatIOJl ofSCIS. or why the model

should be excluded from the ratemaking procl";~

AT&T argues that the variations in the rercentages of line port costs among the

local exchange carriers raise questions about their accurac\ I': However. as AT&T

concedes. the CommissIon expected the rercentage' of lint' rort costs to vary among the

local exchange carriers due to differences in th"!\f1cS i)f s\\Itches that they have

deployed.13 These variations also retlect factOT'; Slh.") as the ,I mounts paid for switches

(which is affected hy the dates that switches \\t>r~ ,krloved and the discounts that eJ.ch

local exchange carrier \\as ahle to negotiateL dll' am)unts ,)fnrigmal equipment and later

add-ons. the costs of installing the s\vitches. and the numher !If lines per switch For

these reasons, the percentages of line port cost~!hould he expected to vary hetween

companies. and between states. even where th .. nen'·~ntages lll' switch types are the same.

Such variations. standing alone. do not offer a hasl' for eritici7ing the local exchange

carriers' cost data.

The commenter< second argument IS \1,lt \ c percentages of local switching costs

that Rell Atlantic remo\ ed trom the 1.tJe.d S\\ r,.'h ,•...' ,:;\teC,'of'\ "\LTC too small hec:luse

11 See Open Network Architecture Tariffs lIJBs-JI Operating Companies. 9 FCC Red
440 (1993). para. R2. In ,·ontrast. the validit: \,' 'hI prox\ ,:,)st models cited hy .\T&T i"
still at issue. and the C, 'mrnission has n()t !')lIh :11 '. It 111l.~ ,'\I"lll1t:' models to he usahle
for any purpose,

12 See AT&T. rr h

I\SeeiJ.p.10.



Bell Atlantic (and the other local exchange CJrrler- applied the percentages of line port

costs to their Local Switching revenue requirement' rather than to the amount of revenues

in the Local Switching hasket.l-l However- the Access Charge Refonn Order and the

Commission's rules require the local exchang., \arri!~rs to use costs, rather than revenues,

to remove line port costs from the Local Switt:hlt1f2 hasket fhe Access Charge Reform

Order requires the local exchange carriers to rt'nHi\, Ime port ~~"Ls from Local

Switching, so that these costs can he recovere frn!] the Cnn,nwil Line category on a

cost-causative basis. Is Section 69 306(d) stak, thaI line-sId,' port costs shall he assigned

to the common line element. Section 69 157 ate" 'hat the ~oSb ofISDN line ports and

the line ports of similar services that exceed th" CW,lS or' J hasic. ;lIlalog line port shall be

recovered through a separate end user charge 'ion,.' Ill' these ruks refer to the removal of

revenues in excess of costs Furthennore. usin\2 n~\l~nUeS to shin line port costs to the

Common Line categof) would be inconSistent wilh lhe way that Base Factor Portion

costs, and the EUCL rates that will he based t' thvm will he JC1eloped in subsequent

annual access tarifffilin~srhatis. the] Fe':> ')1U'·! Ise Part hl) rd.:s to forecast costs fin

the Base Factor Portion.\,vhich \vill nOlI Illcllik ".' rim (th' ,i calculate the

subscriber line charge.

If there is one r01flt where we agrec' \, ,,1' 'l\immenlc' II IS that Ihe-

Commission should clanfv as soon as possihkwcl heflne rhe- I,muarv I tariffs hecome

14 See ;'\T&T. pp I! ~. Fxhihit\~ \1( I "r

t,



etTective, whether it intends to change its poli,. lnd require th\.' local exchange carriers to

use Local Switching revenues to shift line pan \,,")Sh to the Comn1lm Line category. If the

Commission were to decide at a later time thaI the ll'cal exchange carriers should have

shifted more costs out of r,oca1 Switching, the '1urchasers of Local Switching services

might seek refunds. despite the fact that the local t"\ch,mge camers would have charged

less than they should have from the Common! Ine Itegorv The Commission should

avoid exposing the local exchange carriers to "Ich n,)tentialliahIilties by deciding at an

early date how it wants 1hlS exogenous cost ch;'ng\.' !' be made in addition. the

Commission should put the parties on notice thaf ! t I decides at J later time that local

switching rates should he reduced. it will atlO\\ (he Fes to true-up both local SWItching

rates and flat-rated end user and carrier charge' '0' ,rrect am prl'\10US misallocatIons.

II. Bell Atlantic Correctly Calculated The Residual TIC.

A. There Is No Need To Recalculate The Residual TIC.

AT&T argues that Bell Atlantic .bd rW1.,:(\!1'rlv WIth paragraph 237 of the Access

Charge Reform Order. which requires the Joe i \.'\lang.e carner 10 make exogenous

adjustments to the pricl' ,,:ap indexes it'ir no\\, mr' 'f'-, that thC'. I tr[[eted too much of the

X-factor to the residua! TIC in the Juh 1 19' -;l; '"'' tarill fl'\ \·:()t1S 1
!' There \\as no

need for Bell Atlantic to recalculate the targcllng lthe TI( 111\.' residual TIC in the Bell

Atlantic region IS Llr LiTL.'.er than the amount, t 1 \-t'actor redll-.:tions that were

incorporated in the Jul\ ! 1997 tariffs The: ,j(H!' lifferencL's h,'lween the amount of

---------------
In See AT&T. p. i'

-



facilities-based costs that were estimated In the Juh I tari t1's and the actual amounts in

the January l, 1998 tariffs and later filings are lot ~ll2,niticant enough to require any

reversal of the X-factor amounts that were targeted 11) the TIC To prove this, Bell

Atlantic has included as Attachment B the worksheets proposed hv AT&T on page 29 of

its comments. These worksheets show that thai lher,~ was no excess targeting of X-factor

reductions to the TIC in the July I tariffs !~

JB. Bell Atlantic Properly Apportioned Marketing and Central Office
Equipment Maintenance Expense Exogenous Cost Changes To The
Residual TIC

AT&T argues that Bell Atlantic did not properly apportion its exogenous cost

changes for marketing and central oftice equiprnell' maintenance eX.penses between

service related and non-service related portion< It lhe residual rIC, because Bell Atlantic

did not use the TIC as it existed prior to July' ! 'l()'i I~ However. the Commission did

17 AT&T states that BellSouth was the onl' Ji that properh applied its remaining
facilities based portion of the TIC to be reall(l,,'Ukd III its CAP-! ! n 690 figures. and that
Bell South was the onh LEe to use the same tigU)"i- In Its Wl)rkpaper for facilities-related
costs and in CAP-l Ln 690. See AT&T.. pp '7 \T& I als" claims that Bell
Atlantic north did not make a calculation llf tlll ",T, lc,~-related,usts remaining in the
fIC. See id.. Exhibit I \T&T is slmrh \\"\rt~ !hl' calculall"ll of the service rdated
costs in the TIC was displayed in Wurkpape ": \( lIe li)r hUlli ':kll Atlantic North and
South. The amounts shlmn on line ~ l)t this \ lrl-. !'apn. 'S 1.; ~,-- 846 and $29.fJ;/OL8l2
for Bell Atlantic North and South respective I , ,tr'~ 1he same anH'lmts shown on the CAP­
1 forms. Line 690 for 'he "Jnrth (NXTR rilimr~nt,., on the ( \P I form) and South
(BATl~ tiling entity ,)1\ the (',\P-l fOmlJ B,-:\\! i!lllC South!)l) tiled state Junsdiction
specific CAP-l ftJm1s for the purpose of displ,l~in'2 ,ldiustment: tu the F~nd User charges.
hut the amount on [n hl)fl is for the Be\! \tl'rl ·'·\U1h rqr,H\f1 ll1d is displayed on the
total regional (B AT R .i 11l1g enti t\') ('nrrl

is See :\T& I. rr



related residual TIC to remove a sufficient 3ffi<'1lnt! r' these costs rhis is the same

equipment maintenance costs.

l'here h n() hasis for this claim. Thl:

Jirl'cth (rc,m the TIC hecause the

"))n\\..'d from 'h~: TIC category is set

J9 See Access Charge Refonn Order par~l' '

~2 See Form ')upp-l \(i~. paf:!c 1. line~l\

20 See AT&T. n. "''::; .'h.

AT&T also argues that Bell Atlantic dId nl\' remove hoth marketing and central

not instruct the local exchange carriers to calculate the cost shift retroactively. Rather.

point is that a local exchange carrier might not havc~nough revenues in the non-service

changes to remove the costs currently remainink! in the trunking hasket. 19 AI&T\ only

the Commission required the local exchange cmier" 10 make these exogenous cost

argument that AI&1 made regarding targeti ng , f 1he X·· factN That is. AI&1 claims

that the local exchange carriers should shmv th It tb,' amount i)f the X··factor reductions in

tram the IIC in the January 1. 1998 and later tIm!!, .'f' As Bel I \ tlantic showed above.

there are more than enough residual revenues I Be! .\tlantic'" January L 1998 residual

the July 1. 1997 tariffs left enough revenues ir the residual TIC t(l allow for removal of

service-related costs as ',vell as marketing and \ en!r t office eqUIpment maintenance costs

amollnt of marketing e\penses that Bell \tlal1!' '

out in its tiling. 22 Bell\tlantic removed the',· " '

office equipment maintenance costs from the ! (

TIC to allow removal of all service-related co"-'" a, veil as marketing and central office



Commission required the focal exchange caITier~ tn remove marketmg expenses only

from services that were not provided directly t, ('nd Isers,21 lhe amount of central office

equipment maintenance costs that Bell Atlantic removed from the Trunking Basket is

shown in the filing. 24 A portion of this amount \vas removed from the TIC

corresponding to the change to the TIC servict' hand mdex upper limit that resulted from

the exogenous adjustment to the Trunking RaSfl'l ! he exogenous adjustment for ('OE

maintenance costs was made at the basket len 11\'1 luse thes\' l'llSh have been allocated

to. and will be removed from. all services in th,' f-,a~kel \ccordingly, the ('OE

maintenance exogenous adjustment is shown !.l' thl~ 'ilmg as part (\fthe total

"undesignated" costs that were removed from the trllnking hasket 25 As with any

ordinary exogenous cos: change to the entire hlske 'he n(' receives a portion of the

basket change based on its relative revenues,

C. Bell Atlantic Properly Applied Reallocated TIC Costs For Local
Transport Rates That Were J)eav('ra~ed.

AT&T argues that Bell Atlantic 'nisei '.:uL!t<'d thl' l.'\ogerHlUs cost adjustments

associated with deaver:lged transport rates 2h r' '<tgraph " ,., I' the Access Charge

Refoml Order. the CommISSIon required dmCI '\chang", C!rr[l'f that had dea\eraged

its transport rates in the nast to remove til an! • If" ('rresenrinL' 'he higher costs ,If seryinL'

2\ See Access Charge Reform Order par<'

24 See Form Supp-IXC;2. page 2. line') 1

25 See Form Supr-! '<tv:'. line') 1q

2h See AT&T, pp , ,



lower-density areas from the TIC and to shift these d)Sls to its transport services.'\.T&T

does not dispute the amount that Bell Atlantic" :'mo\cd from th,~ f] C, but it argues that

Bell Atlantic should not have reassigned theseOS1S ,,~ntjrelv to lOne 2 and 3 rates,

AT&T is incorrect The Commission 1mtrueted the r fes to "reallocate

additional TIC amounts to facilities-based transport "ates. retlectmg the higher costs of

serving low-density areas "c; Accordingly. Be! \! mtli.: assigned these costs to the high

cost. low-density zones: ,md 3. AT&T \\anLc'he ( 'mmissillll It require the LEes to

assign a pro-rata share of these costs to the len, \ osl high denslty lOne 1. This would be

fundamentally inconsistent with the Commissi"l1"; ,,'oal of develn[ling cost-causative

rates. Raising the service band limits for low 1!~1 'lrc-as would recjuire the LEes to

recover the costs of servmg high cost areas tiWTl \u>tomers In low cost areas, This would

not ret1ect the way that costs are incurred. and :t \\,nuld not enhance the ability of the

LEes to develop market-hased rates,

III. Bell Atlantic Correctly Calculated The Shift In Costs To Tandem
Switched Rates.

Mel makes several arguments that Bt' I \li tntil' menrr,',l!y developed its rates

associated with tanden- "\\itched transp(\rt 2" >'\,' it' If>, ,lr>.:lJnJ,,'nts has merit

First. Mel argues that the LEC's ShOll,j \, renw\'~'u the costs ofSS7 and

tandem switch ports ['film the TIC as a ~'l'rcc' 'lL' >t ",,,tal'll Lindl:m switching revenue

,,-------,----------,

2:' Access Charl!e R~t()rm Order. par:l ,.

:,;.: See :VfCI. pp. 7-



requirements (the amount originally included It] 11)(1' as a result of the Local Transport

restructure, as adjusted for subsequent change' 'n the Drice cap l11dexes), in the same way

that the LECs calculated the shift of tandem switching costs from the TIC. 29 However,

the Commission specifically stated that a LEe should remove the "extant" tandem

switching costs from the TIC on the basis of"he ptTcentage uf Its total original TIC that

represented the 80 percent reallocation of its t;Tdcn switching costs when the TIC was

created."lO In contrast. the Commission did fl' 1 flfi';c'nhc :l rl'lTn;lctive method of

removing the costs of~S'" and tandem trunk pH 1' "'um the rl< i .L\bsent specific

instructions from the Cllmmission. the nonnal rIlL' s (0 use~urrl'nt costs to calculate

exogenous adjustments ~, Since the purpose f' the'l' exogenous cost changes is to

develop cost-causative rates for SS7 and tandem If'tnk ports, it lS appropriate to use actual

current costs as the starting point.

Second, MCI complains that Bel! AtLmtic '-,outh attrihuted a relatively high

proportion of its tandem switching revenues' \ tandem trunk portS.'l rvlCI argues that

2
q See id.. pp, 7-8

10 See Access Charge Reform Order. pac,

'1 S 'd ' ~..+ .., I 7ee I ., paras.' _

.-

'\2 See, e.g.. 1997 !\nnual Access Tari 1'1' I

Opinion and Order. F('(' 97--+03 (reI. J)ec

'\ccess Tariff Filin12'l 'FCC Rcd h~,7 I 1 \

Facdities ).

\ See Mel. pro x- ;

llllg. ('(' J)ncket \\) 97-1-+9. ~lemorandum

ql,'), paras 12~ -28 (OB&C): 1993 Annual

,. ;lr:h -+-+,--+11 I' ll'neral Suppon



Bell Atlantic made two errors; (I) Bell Atlantll!sed costs subject to separations. rather

than interstate costs; and (2) Bell Atlantic base: j lh ,osts on the cost of a OSO port rather

than the more cost-effective OS I ports. 'ieithcr of these statements is correct. Bell

Atlantic derived tandem trunk costs by multiplvlOg the non-separated unit cost of a port

by a demand factor that was multiplied by the1t'rcentage of mterstate usage. This was

done to develop an exogenous cost change onl ((-'f 'he Irlterstate portion of tandem trunk

ports. Second. Bell Atlantic started with the c, "ts ,';J DS 1 porLmd then divided Jt by

24 to develop a cost per-DSO equivalent trunk SI' rh;it !t could apply rates on a DSO basis.

Third, MCI argues that Bell Atlantic hilS \)Vr,Tstated the SS7 costs, because SS7

costs are a greater percentage of tandem switchlni-' r'y enLJt~ rl'quirements for Bell .,\tlantic

than for other LECs.'" However. Mel provides no lata to back up its claims. fhe

Commission should noll' that Bell Atlantic's ,,7 pCTcentages a (9 percent in the north

and 23 percent in the ')nuth, for a combined ptTu:nuge of 1h )'" ~lre not out of line \vith

the percentages of the other LECs 36 For exaplOle '-'B(' calculated SS7 as 16 percent of

total tandem revenue [l'quirements in Arkans;.; . ,'os ;md California. 17 Moreover. the

amount of SS7 costs In the tandem catel.'.Of\ I! ,n hased ,'In the number of tandems,

q See \t1CI, p. 1()

'5 See Workpaper STP. total lines "\ divJelt'\' hv !mes 1

10 SS7 costs are shnwn in Workpaper STP lsi H) percent oj tandem costs in Delaware

because Delaware is served by the Philadelr'll,] l:u1lkm Inti lh<,' only tandem-related
costs in that state ('nTh! ,1\ SS7 equipment

\- See SBe D&.l. \ ,!11b!t 11



the costs of the tandems the extent ofSS7 deplo\Ownt. and the Il)cation of the signaling

transfer points (end oftice vs, tandem), f3ell !\thntl. has aggrcss!\ely deployed SS7

signaling, and it has deployed all of its SS7 signalinl2 transfer pomts at tandem offices.

Where other carriers deployed their SS7 equipment at end offices the costs of this

equipment will appear in local switching rather than In tandem sWItching, and it \\111 not

be removed from the TIC' ~8 In addition. the penenLlges of"S7 ,'osts will vary

depending upon the size (\fthe area served hy n ";'-' sii.~na!in:2 lLll1sfer point. For this

reason, the SS7 percentages can and do vary >;':ntti· :mtl\ from state to state even wIthin

the Bell Atlantic region

MCI also claims that Bell Atlantic did IH)t explain how It derived its SS7 costs. N

This is incorrect. Bell Atlantic explained that 1 identified SS7 sll.maling transfer point

investments at the tandems through the use of ;;qulpment Category Numbers for each

study area for a representative sample month. \,)\ t'lnhcr ! ()lI6 fi! These investments were

divided by the total Category 2 tandem investm·,:nt' ,'or the same month to derive

percentages by state. '\-hICh were then applied') tjl' [(ltal ]l)l)I\ ',ll1dem revenue

requirement (adjusted for other changes to he rnnkmented)n lmuary I. 19(8) to derive

the tandem revenue n~l1Ulrementsattributahlt

this methodology

~ '\\) ·~I)mlr\.'nter alleged am error in

'18 For example. US \Vest has deployed 50 rerl\'nt Ill' theIr s,,' investment at end
ottices. and Cincinnatl Bell removed n(i SS~ )st, lrom the]H . hecause all (if lts SS7
equipment has been dt'f)lovl'd at end oltices "1'1' -..; \\','st 1)& r, 14: CRT D&J p. i

','1 See 1\,1C1. r )()



Finally, MCl complains that Bel! Atlanlll rn.vided no cost support for its

estimate of the revenue dfect due to the elimmlllor lfthe umtan rate structure 41 No

cost support is necessar: Elimination of the unirar' rate structure will affect revenues,

not costs. When the LEes eliminate the unitaf' rate "tructure on July I, 1998. access

customers that are currently paying a per-minulc per mIle rate for tandem switched

transport. based on the distance between the enl I)fti·~e and the serving wire center will

pay somewhat higher rales under the three-pan r Ull.krn ',witchl'd rate structure This \vill

increase the LECs' revenues. but not their COSI OCllUSC the underlving facilities will

remain the same. Accordingly, Bell Atlantic u;ed data from the ('arrier Access Billing

System database to estimate the revenue chanl2'" thaI \\'lll occur when customers

purchasing tandem switched transport under thl.' unitary rate structure begin paying the

three-part rates.42 Attachment C provides additionai support for Rell Atlantic's estimate

of the impact of eliminating the unitary rate ortiOI'

IV. Bell Atlantic's Demand Calculations Are Correct.

A. Bell Atlantic Did Not Impropt'rh Reduct' Multiline Business EOCL
Counts

AT&T argue~ that Bell Atlantic -,houl I Tli ha\ e redue,",,- lhe number of multiline

business end user common line ("EUel I e'l 1"11 fnm the k\l' 111 the 1997 ;\nnual

4() See Tariff Revie'x Plan Descnptiol1 an lhl!tll.:ation. rr 'lj-30.

11 See ;"1CI. p. 11

12 See Wl)rkpaper ',,, (! J('



i~._.,.....

Access Tariff Filing.-!'I rhis is incorrect. !\v(\ t;\Ct();·s required changes to the number of

multiline business FUel s First, Bell Atlantit had ) change the categorization of rSDN-

SRI lines. Currently, Sell Atlantic charges the multiline business EUCL to business

customers that purchase ISDN-SRI lines Umkr the Access Charge Reform Order, these

lines will now be charged the ISDN-SRI FUel l-l \ccordinglv. Bell Atlantic reduced

the base year multiline rusiness EUCL count h chI' inlOunt of ISf}\] BRI lines

purchased by business customers.-IS Second. n'!i \'iantlc lwei tn i:hange the number of

multiline business EUCI s charged on ISDN-PH l!lh.'s In the Access Charge Reform

Order. the Commission decided that the I ECs ,holli,j apply a ne\\ fJJCL to these lines

that is no more than 5 times the multiline husir.eis ! teL rate,n Prior to July I. 1997.

Sell Atlantic-North charged n or 24 multilinehuslness Fl CIs lin ISDN-PRJ lines. The

shift to an equivalent of " EUCLs on ISDN-PR I lines reduced the 1996 multiline business

ElJCL count by 401.04" This also accounts '1t th\' net reduction in total FUCLs noted

by AT&T.-!7

-11 See AT&T. pp ~~. ,I>.

~-! See Access ChargcReform Order. parel I r

45 See TRP D&J. p.'+1 Bell Atlantic reduced !!1\~ multiline husiness EUCL count by
1.199.097 in the north ,md hy 2,1 4 Ll qh in thl ((CC"Ull1 t\-,r the removal ·>f!SDi\.·
SRI business demand

-In See Access Char12c Reform Order. par I

rSeeAT&I·r ",


