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120 Char eable Term CCl Pram MOU •
130 Originating CCl Prem MOu---f-
140 Ori inating CCl NonPrem MOU ------
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-r
t

1 -

5905311

25,181,996,141
19,464,730,827

2,795,378

_·-·-----1
1,140,392,452 '

44,662,251,541--
-·····002~53iJ

1i5L0a72~['-
99,0530%,
1:0205361

6.026058

786,484}42 '

44,6(j2,~5i,;E1 ;
1.011146,
0,o17460[
0008598'

----- -+
44,662,251,541
_~84,018,93~J

19,~5,988,7471

194,659,887
169,359,045 

25,18iJl~i4I .~
0,0075201

44,64(984,888 j
00086011
0008601.

AT&T
- __ 0_0 ., _.+

MlB revenue
7,491,540 '

66c1iO~~74 .:
9,381,444
7,029,710 .
4:043,394

1~2~2.'66<\ i
286,509,2~6 •
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I

NYNEX 1995 AF
-~- with

i Annual Filing -- ActU81BF-P-t- Trans No. 389--' - EutL'
+__==: (Al:""_ _ (8)- _

1
--.-.... __.._~6,709,680,470 26,709,680,470

8,262,489 -...- B:262:4s9
- -- . - , 26,713,398,590 --26.713,398,590
'--2i~26 '·--'21.211 ,470:626"-

3'526'54~-3'526'54"~
_J1,2,!3,057,57!A_ 21,213,057,57!_ .",

---~~~:::1;
51,047,674'1 i!,047,,61fl-

127,019;511- 127,019,511
_! 10,124,094--: 10-,124,094'

-- 125,85~- , 125,856

_ [_ =5.908f.i= 5.97i:~~

-t-- -- ~·_--------25 --. .. ::-~25 -+--------=-~=-=-----.-.--t----.---
~ = 1,2;:~~;:~=- .2.9,~~'2021-~YN-EX.0T&T~,-

-- '-1- -= ~248,165,~-- ~::;:~:::;t= J9

g

742)r--

47.932,940,130 47.932,~40,130 __
- 0.026040- 0026060 I

-. -----1- -,- i
96.7329%. 967~~~'lb.i

102.6798%1 1002.9.64729.-08.-8%3- .1'-0.942083:
._-f-

0.024532 0.024550

----- --- - ---- ----

100 Terminating CCl Pram MOU '----~
110 Term CCl Non-PreiilMOi:J---- -.' ,

,120 Ch eable Term CCl Prem MQU _~::-
130 Ori inatin CCl Prem MOU I
140 Ori inatin CCl NonPram MOU r

--150 Chargeable Originating CCl Prem MOU' 
160 Term CCl Pram Capped Rates at lastPel"

_170 Ori CCl Prem Capped Rates at last P,Cll.-._,-.-
180 Multiline Business EUCl lines i
190 Res &Single Business EUCl lin,ElS===__ I_
200 Lifeline Lines
210 S 'al Access Surcharge lines +,

220 Multiline Bus EUCl Rates at last PCI update
230 Res &Single Bus EUCl lines at last PCJ_~~-
240 L1nellne Rates at last PCI update ,

-250 Sp. Ace. Srch. at last PCI upd~e..:==: L
255 Other CCl Revenues

--260 Cl Revenue at Ca~pp-e'COd--;-t.--;1-;;R;-a-;Ctes ";-- -------1
270·CCl Revenue at Capped t:-~a~ll.. j
280 CCl MOU for baseJ'ea~ +-
290 Cl R~()Q.t:1 .. 1

-300 Cl PCI(t) -------------------
310 Cl PCI(t-1)--------------1

320·,1 + % Change CLPCI:::::::::::::==--=== i
33() Cl_~v-'-MOU(t)_______ _____. ,. __

5.971891

AT&T
adj existinj!

6
5.976667

6
5.161667

6
6

6.000000,

AT&T'
adj proposed I
---:61

6
6 ~

{i
61

Bi8,()23.~~j
47.932.940·~1

1.()!91.ll2,
Q:0_1674~J

0.007806

47·j-t~~11~1:j.,.
21.2,13,057,571·'1'_

2g1,30,2ZI3.,
162,016,532

2.6" '7.-.• 1.3.,.,3.,9.~-,'..~~-,t.· -0.006065
--'--."._.'----

47,926,456,161
- 0067'807--

0.007807'

AT&T [
MLB re:v.e:nueJ
7~~~!~0:

68,858!()!l2 .
9,334,182
8.352,954T

~.oI[lFi
2.o,~,223'~~I'
306,28ll,l)44 L.

NYN'EX
proposed! .M1..Srevenue

61'7-,5-05-,040'
6:- _ 68,858,082 !
6 9,334,182
6~ ".._..._-8.352.,9.]4_-._--

1
'-

JI!.~- .-=~-oi-:~-~;-;;6H
.. _306~8~'0<44 i

6.000000

't-
1----------·-

--I-+- .

340 Base Demand' Proposed SlCs + GIT
-350 CCl MOU for Base Year -- -----
360 1 +~-----'-'--

370 SlC REVIMOU(lj--- -

-380 g,Cl~_e.v/~OU(t)-=== _
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6.000000

• actual EUCL

. -EUCI..; AT&T
True-up factor~ adfexisting

-- . 1
1

.. '6

1 6
1 6
1 6
1 6
1 6

---- ',."-'----..----- "'-1
5.800000:

__=L_ -.-1
AT&T EUCl AT&T
~-.- .._ _-_ _~.j

adjjlJage 5), ..."dL"r:.op~se_cJ .

:.5.38%1 -~~~i
-5.38% ~

. -5:38%... [' ? ..80;
-5.38% 5.80
:5:38%~ 58~
-538% 5:801

AT&T'
MlB revenue:
. 8:Z-79~0211
71,501,356 I

10:4~0,90T I
8.454,770
4,573.022

208:674,25<)
311,903,369 '

1,214,340,211
51 ,119.4{9.~77f

00~37551

9_0:5~850/01:
94.4115% ,

0.9.i.. 9....6.1.-..~.j' -0022796

804,513,199
51 .119,449j'77 '

- i.0179761
'·--'1

g:gri;~~~1

51,119,449,277 '
374,989:970 f

22,ii2,892,S08 '
222j28,~25_ •
152,861,045

28,904:274:459 .•
0.005289'

"iii:'~~~~_t_

~j~ ....=---~.. .. i

_zHi N.,YNEX :1\1'&T _~ .:--. _!-
1,179,503,16.9 I _J742'0z...~) _ 1

-1 - - j

AT&r+ AT&T -- - NYNEX J

Ml.S' 'reven~~+ prior p~p~sed -~p~r proEo~sed:

7N~~~r-~j .. -~f
10,7eO:i4i: 6- al
8,74~314 :- 6; 6i

4,f3§,7.1~! ·_--6~- .·:·~6.•..
215,!j6.9,9..!.4j U I ..
322,658,658

1996AF-_._.. _------

with
Actu8l[jFP .. .1- ...

EUCl •
=(8) '---1.-

28,902,885,456
3,086,673

28.904,274,459-

1
'

22,2!2:!14,1.61

"~~i
53,776,443 ,

129,013,031·
10,947,399

- --109,933-

··:~i-

?I ""'.·.X:A..T.&1"-1-.. -' -..-.-=
1,Z14,34o:~i11 --"}971,22.6it==.-=:

I 
t

- I

NYNEX.. -~---_._--- ..._~-.---._--._-".~--_ ... - --~~-,----"

1996

j~§;r~&"~11-~~i~
-140 Originating CCl NonPrem MOU ------- -----~1 . -
150 Chargeable Originating CCl Prem MOU=~ '22,2~_2,892,508 '1
160 Term CCl Prem Capped Rates at last PCI_ l- 0.007788_.

_170 Ori CCl Pram Capped Rate!~ll~!.!'.® =, 0.007788 '
180, Multiline Business EUCl lines _~_ .. - I ..}_. . 53,776,443 _
190'Res &Single Business EUCl lines- T .. 129,013,031,_
200 Lifeline Lines~~--~-·~-------'- 10947399 '
210 Special Access Surcharge Lines ~_-j:::~. -~- --- '109:933'
220 Multiline Bus EUCl Rates at last PCI update .. --- - ~-6~0

-230 Res &Single Bus EUCl Rates at last PCI . -~-"'l'---' - --- - --- 33_5~__0~o_t- _240 Lineline Rates at last PCI update _
· 250 Sp. Ace. Srch. at last PCI uPdllt~==: i:
255 Other CCl Revenues •

· 260'Cl Revenue at Capped t-1 Rates._=::f -~1-- 1~213,3_6_8~9!~:-

_2]0 CCl Revenue at C.!'P.Ped !:..1.~a~~:~=_ i 1~i13,368,984~ .

-i~ g~~J~;;se_~~::=______:= =1--
1 51J1-9~i~J6[

~~ g~ :g:~:~1)---=======:=---~--T -·1'-"-- ~~{~~f
320 1 + % ChangeeLPCt..::==~==:~_t .--f_-_-. --.' . _--.-. -.--~.-.:.~.-;.~~-}-~-"·:t..-
330:Cl R_E!.v/MOU(tL ~____ 1__ 1-

340 Base Demand' Proposed SlCs -:- -- .··r'.-. --.--.- ".-.-81. 5~268:48a.·.j.:
-350 CCl MOU for Base Year --'-T- '--.. -5.D1.. 9.449.2n1
360 1 + g/2 ~~------------. -- ,'--1~017~~(iJ--
370 SlC REViMOU(l)--------·-- ~-----_.Jl.Q!5667i-

~:: :=:rU:~~~ear~==:=---=-=I-E 5r~_:4::~~11
4oo.CCl Rev at CCl ReviMOU~=== r-r....·._···: _.363.492.603,

_410 Chargeab~e Origin MOU ~______'- T 22.212.892.508
420 Originating CCl R~(rate..=.:.o.1L __ 1 -2~2'.1~.~?5 '
430 Residual CCl Rev ~ . ._i 141,363,678
440 Chargeeble Terminating MOU 28,904,274,459 !

·450 Hypothetical Prem Term Rate Cap#1(Prem Orig=.01 ) __O::9~4891 :

,,60 Total Chargeable MOU j' ==-1 51,11!~~fNi

:~ ~~:~~~:=~0~a~a~a~:~~f~T01) .•..·.'22..•.J423-000~•....-.._._•• _-...~-...-.... _ O:OO:.1_._.~.~_·•.. I."

IN~ur:·T:==:==~~4~=== == =t~. +
, - ----==)H~l:

=~ ~~.~~""~OO.~l,~: ~j: ',"""",""', ..
-- "~-- --- ~ 199~M~!r .. e~ti.·_-~."J..·6~.~·..·.•_'.'•.••••• -~~L:.i}~~~f

:~73,966,92ril .
-----...-,,---- 1,796,707 . 61()}.§0,242...

I
'_

. -~----1,457Ji9 6 8,746,314

=::------=------~::: 788,452 j .... .. "a- -- 4,730:71T35978319 ... -6 - --2is,869-;91T-

==53:776:~.3j- 6.'_.. 0_.0.. 00.-.0__~.0 _~:.._ -_ ___32~,6~8,6581·
.-t ·····-·~-=~~~f'!.YR~l-----:=~===---= propose:LMLB re~~I1lle-!
-~i=~--~=---~-- 1,427,426 .. __ 6 __!!,564,5?2.1-t---.--- ..._12,327,82°1_ .·~§:1=:-7:J.,~6,920

__j __ ..__ ~~_. 1,796,707",:_ 61 __ 1l:l,780,242 _

-, --:==:== :_-..J..~i ~r=~~~1Ib
35,978,319 6, 215,869,914

l~--------- _.·_53,776,443: 600000~1 32~,6.?8.658!
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__~ .. ,__~. .. . L __

------- ----~

140 Ori inating CCl NonPrem MOU ---- ,
-150 Chargeable Originating CCl Prem MOU -->

_160 Term CCl Prem Capped Rates at last PC-I-:~-

_170 Orig CCl Prem Capped Rates at la,stP~,I, ,t'
180 Multiline Business EUCl lines

- 190 Res &Single Business EUCl lines -'~--
200 lWeline Lines------~~~----

210 Special Access Surcherge lines-'---- -
-220 Multiline Bus EUCl Rates at last~Eate
230 Res &Single Bus EUCl Rates at last PCI
240 Lineline Rates at last PCI update -----

-;;~ ~~~'c~:~:~~~:~PC,1upda,te,-:--,--:-, =-l-'',"..-,,".: 260 Cl Revenue al CapPedl-1Rate5---~_ -

pO CCl Revenue atC~fl~~-':-
280 CCl MOU for base year
290 Cl RevlMOU t-i-------'------- ,-,-

NYNEX
-~

Annual Filing
Trans No. 461--'W------

·l::~ -::::~~::~
---20,870,354,694

f- 20~0~~J
f - -------.. 0.005987~

- - , 0.005987

59,814,433
i30,524,523

-11,949,753
---- 111 ,244
------6.00

--- 3.50
---3.50

-----'25
o

~==: 1,i81,7~,892

-'1----1~81,722,892
- ---5'3.682,182,679

:= •.---:= ,=:gQ~013L '_

5800000

AT&T
adj ex~ting

580
5-:-80
580
580
580
580

AT&T
. acijproposed i

---::I~~f
~81
648
648"
648·

AT&T EucL
~-(pag"5jt

"2"&T·;
MlB revenue i

10,574:st3~:i
92,308,993 ,
----'\

13,2~~,.7g_2 ~ ..
10,358,636
5:63'4;865 .

25X8~[80r
384,998,741 '

-- ,- t-

fiI
_8a.6A~~i; '_

53,682,182,679 '
-1006000-- -

00165i3

0005~39i

=!'mmJ-94:013:066 .

32.8~1~~~~£~~

53682.~1igfii~1

6481
350
350·

25.00T-NYNEX - AT&T --
1189:'s6~420' .. --925:975t-

'''~- ~__-,J=~~~~~ <Gee
MlB re~enue'-- p"orpr()f'f)~e..d.... __ p-,ior P!O£"se.<l.- True:uf.l factort
-']:~~5,24ri~_ 5.80 6 ,

8~.622,2£.+_ 5~.:,.,88_00'--,.-_-__--.66L_-__... 1

1.·~.·..:~;.-.i.~·~~~.1 - I
5,ll43,552 I ;::- .~ ..

226,3S8,050-t 5.80 6 i

344.597:"639 .

NYNEX
-MLBrevenue,
--10,574:005 'I'

92,308,993
==i~,224,7021'__

10,358,636 i

5,634,865
252,896,580-~

_~4.,~8,741 L_

87.7382%
-- -87.1219%,--

- --~'-'--- ---._- --- ~--t-

1007~<Ij

00~1691

-,,-- -I
886,4?~.Q!i

53.682,182,679 ,
---1.000000'

-0016513-
-0,0056561--------- - - --- ----!-

-- - !---------------------I---
, 53,682,182,~1

-i~~l~;Jiij-:
94,939,041

-32,81-1,827,985'
-0.002893'

53,682~182,6791
--, ' 0.005?..!i6]

aQ()5656 [

proposed»

ff~-=~i~- -!~-!~k
----- - -------'-~--_____sg~413.3861

;•• FCC Prescribed EUCL Rate-----····-"------t 6.486ooo+--

390 CCl MOU for BaseYear_ i
'-400 CCl Rev at CCl Rev/MOU(I)
410 Char eable Origin MOU
-420 Originating CCl Re'''v'-':('-'ra'-c-te-=----=0'''1r-
-430 Residual CCl Rev------'--

'440. Chargeable Termin,ilingMOU-
450 Hypothetical Prem Term Rate Cap#1(Prem Orig=-01)
460 Total chareabi8M6U--===_: ",-
470 Hypothetical Prem Term Rate Cap#2{if #1 <.01)

4.8Q Premium!_El.rrnJ""ti~g Rale~~==:-
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na

j--~,_.-----+----+--
+

True-ull Factor

AT&T Calculated CCL
Rate Cap

ICCL RATE TRUE-UP CHART _.______ ..~ ;_____ i i-~ I
I ' 1

__ 1-:- -.--.-- 1 . -~.----=--.---....t-. '=--.... _.+-----=_ .~!--.=t
___ ~_--'- 1~A~J ..-.~:. GSF Fili!1L

J -~-=-_i~. -r- I ~!

-- ~!:~2::: I ~!!~2:::+n- I ..-~!!~2::~ --L-j ~!!~2::~·· ,I ~:!~2::: I ~::~2:~: I. ~::~2=:: T i -c~C::!-::C~7=~~2:=::C::~

NYNEX ProposedGCL Rat6Cap i_ O.0073~ 0.006846!..::.-L_- 0.0060101### f ~~5F-=-~7l_~---ast- ~07:rn~ 0:0=--

NY"EX_""""'seL "".. Cop" --i -00070751 _ .. '0'06850 i,' J-=~- 0000011 i---: 00082691_ooo~t-o'07ii~1-: ::9871--1___ "'
" I" I- __ ,__ +------___ --,___ _ .....__ ..-r--._ _--L __ ~.__ _ ,. +-- ~

0.9604cist-- 100061 1.0001 L_ 1.0023 --~047g+-- - 1.0000! -- o~87541@ ~-

~:00704L.··~0-06-3J=-L --':5:76 i.... L_ 000":' - ~ O:~' i Ooo~:t::~ ,o"oJ: 0.005639
-.--t-~~--=-=~.~-==-- -J--;-- . n_+-~__n----T---- +=--1-=-=-

~I ' "0006iw+- -- 0006378 ,##-~- - -0005177 ••• ~- 00079381-0009013!-0011780'71 0.006~@~-__ naAT&T Calculated-- ---
c:.C!:.Rate Cap with True-up

• Actual CCL Rate Cap Source' next tariff period, NYNEX, CCL-1 Line 160
-- ..._--

###It Page 1c Supplement~Line480, Col B
n

_

••• I'"ge 1c, Line 160, Col.E3.

@.Page 2 Supplemental, Line 8

##f#Pag~~Supplement~Lil'1e 48()..C.c>'A

@@ Page 2 Supplemental, Line 17

## Page 1c SUEPlemen~al, Line1.60,_Col B

•• Page 1c, Line 160, Col A

# !'.age~ Supplemental,_Li~ 160, <:01 A_.
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r
CALCULATION of 1996/1997 TRUE·UP FACTOR WITHOUT PAYPHONE:

1. NYNEX Proposed CCl RateC~ _

2. NYNEX Actual CCl Rale..cC,-,-B.o::.P _

3. Difference (In 2 -1n.Jl...... _

4:""Payphone-EUClRevenue Change .- (In_!! col Cl

I ----~--~- --- ----- -----(

t' , . l '
~- 1996/1997! 1995 Demand .1 CCl Revenue J--____ 'I- --------- . 1'

(A)' (B) I (C =A * B) 1 1-' ~t-- . I - --t--- r I

i-~51,119,449'2771 363,51o,4041-.------~£=--=- -+1-----
_-_. +_o.0059871 51:1 19,449,277j 306,052,143 I -+-.-'----

----'--+.-f=-=--- -, (57,458,261)--=-~---:.t _ --- -'--:"-=--i ----------I'+ 1£~,218! I -----+--

j-_.
____ _ . .___ I
CALCULATION of AT&T PAYPHONE CCl ADJUSTMENT for AT&T 1996/1997 CALCULATED CCL RATE CAP:

- ---_. -- -.- ---_.".-_...----- _ ...__._-

5. Rate Chanlle Due to Filings (excluding Payphone) (In 3 + Ir!.~_

---~

t- -=_+_
_-i.....

----_.._-,--

--------(45,306,04~)i__
,

-oooo23aT'
- -0:0062251

----i--. ------ j-- ------

().8754 ~ ~_--=

(In 4 lin 1 col B)6, Change in CCl Rate Due to Payphone

7,Acti.JB1 CCl Rate Cap (excludin9 Payph()n_e) ....JIr1. 2 col A + In 6_)__.__.

8:True:-.lJI' Factorto Reflect Filings~J(~lJding PaYPhon~ _~7 lin 1 col A_) .

iCol A, S, & C N'{NEX T!"n~ No. 443, API" C, WP SLCREV) 1995 Demand
(A)

AT&T Change
NYNEX change-I\iYNEx Increas~--;nsI..CR~--AT&TIncrease in
- in SlC-Rate SLCRevenue (based on $5.80) SlC ReVenue--

(El) (C = A* B) (D) -, ~=~}

0.000229

10,860,616

__843''130

[ ._~--

-l--

5~_

2~

____~_~,704,346
1

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

j----
---t- .~----

I
-------~. --.-

11,235,120,
-------·-~~-t---

---9-17,098:
-- - -,--'

I---=-~--+--
--1--":=- .-=-r '- ----I

12,15~,~. _
I---- -----r--
J

--+---
--_-,

~-r==-

0~221

0.0073361

d--·-0.8754:

1,872,520 6.00,---- -- ---.- ---------:---
-.--t--- i

_~~6,839, 2.50,

r--

1996/1997

wlo Payphone +-._. _

t-
----I

-~-----l

(Bell Atlantic North, Exhibit B1, Page 11, col B, row 480)---_.._--- - --:--

-------1-

1LAT&T c:alculate.<lg~F'a¥I'~neAdjustrn..'lrlt _JIr1.11 col_I: lin 1C()l~_

13. AT&! Calculated CCl_R~~.Cap

10.1995 NYNEX Semi:-!"ublic paYPh()ne Lin~ __

14. True-uI' Factor to Reflect Filings.~xc:luding !'ayphone) ~!!L

15. A"@<TCaiCuiated CCl R_ate Cap with!rue-UP (excIUdingpayPho~) iII1J.~·-'~~~_

11. Total Additional Payphone R~enue

9. 1995 NYNEX Public Payphone Lines

CAlCULATIONOfAT&T 1996/1997 eeL-RA'TE CAP for PAYPHONE:- --_._._-

17. AT&T Calculated CCl Rate Cap with True-up (excluding Payphone)
-and AT&T Calculated Payphone CCl Adjustment - -- ----,

- fOrElell Atlantic North, Exhibit B1, Page 19, colS:-row 160 (Ii1-iS-=-ln 16)

1~~~&T Calculat~ Payphon~ CCl Adjustment (Irl. 12) 0.OOO22.!l~

0.006193-
--r
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-r~~ .~-"

6.00

5.80

-5.38%

~'~I--~

--,----- ----~~~

6.24-'-

- S:-91"'"

5.68\- --

~----+--

5.581
----~---

I

!
----_._.~- '-----, ..._--

6.~ 6.13

I
15.49%1~~4.49% i 13.96%1---L==-- ~~-~ ~~~~ 1 ~-

--I---~-6.00,--+----~---
,

- -5.00~#

-----------,-- -J----
4.98 4.93

~ 5.051

1---- ---
_~ --L

1- :-~'---.~~... i- - ~i i===_
! 1993 Annual! I GSF Filing t' i :

992/1993 [ 1993/199~ 1 i -1993/1994 i ~9411995-T 1995/1996 t 1996/1997

======== ~~i-========~ ======== I ======== 1 ======== ! ======== I
5.54~__-=- 5.88~t ~.~ 6.561 ~-6~52j 7.0~--

1
' . 1 !I, I'--- ....-------t.- -'--- , ----~--_ .....-.---- --~

5.29

5.16

'CALCULATION OF EUCl CHANGE FOR
~-~-~~~'CCl RATE DEVELOPMENT

1991/1992 i ~
r

======== i
--l-~- ~ -~-~

5.72!

+-.. ---
" ::4- i I

-.="8.!3%+--'=--9.70%! '~-17.60%+--r-
--~+- ~ ----+ ------: ,

r-------

EUCl Used For
--'- ,-------
CCl Rate**
-._- -~---

Development

NYNEX Forecasted per
Line EUCl Calculated*

---~

Percent Under
Forecast
~~-~

f'!YNEX Actual per Un~
EUCl Calculated*

Adjusted EUCl Used----- -

By AT&T For CCl
- ~-'

Rate D~velo£l"l1ent***

5.603400 5.420141 5.726939# 5.906188 5.970823 5.800000

_..-. --_.- --- -

* See FCC 97-403, Memorandum Opinion and Order, Table 1
**SeeBelIA.tlantic North~Exhibit B1, Pages'1b-1~Line 220, Column A ! I

;** Calculated using'perc:e-nt change Total CompanyEUCCapplied to per COSA rates,--'-
_._~__ .. L- ~

mulitiplied by (percent COSA line volumes to total line volumes); determined using 1991 -1996 Annual Filings
# 1993/1994 restated to remove impact of GSF filing ~---,- -----. -~~-~.~ ... ~ ~~ --r

1-
---1--

_--L------. _

=r-=----
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r
)EXHIBIT eCl-REFUND FOOTNOTES I ,- - -. ~- - i -!
L_----+--__ ; . -c-_ -----;- , --I-- ---~- .~ . . ~ -==--=--

i I' ' I: I : ! i I

------~ .---+- ' -----~', ---r---- 1-------~--+-- ----------+------- --+----- I --- i ----L

_Page -L.. Line _ I...f..olumnf '. !Note: f--- - -- i ---.--+_ --:---~--- I ----i-- -+--- -1--- i--~ -- I-----\

1a . -i300 &3101~&B_I~ . jlin;fie,nnd:ces .om-'lYNEXTra1sNo 69 1_ J- I 1_'- : I· I _--.--+(--,
1bto1a ' 220 I_-B_l _~Reflectsciangei~ba;e~~~~mand'-F-- -t---. ~ -1=_--=-c-_+=-l__ 1+

1

_

1b I 220 j B , Reflects true-up for the change in NY MlB EUCl from $5.69 to $5.48 due to removal of GIT. i I 1------:- ~----~-~- ~--- ~__._:-=~-.---- - '_'~'_____ _~ ',- l-._ _~_-~.__ -~._=.~ j _~

1c ~..t:'ppl 340 B _Prcposed MlB EUCl rCl~~ based on a 17.60% und~rf9..r.e.c::Clst ~or th~..§£~\foIhich does not include the reall(')cation of GSF impact. _

1c

1.9. __ -"-

4 Suppl

__ '~.__ __ _ .. _ _._____ . ._ _ ._-L-_ __
340 B I • Proposed MlB EUCl rate based on a 15.49% underforecast for the BFP, which includes the reallocation of GSF impact.----I --0' :~--. '----·""'-----i--- .------- "--,--- .-.--------.--., ---I

~___ i __ .J...___ I I I i I ---.l ! I I I
160 B True-up factor and AT&T (t-1) proposed CCl rate adjusted to reflect impact of imputted MlB revenues for the Payphone filing.

.(calculationdetails shown on EXHfBIT CCl-REFUND,Page 4 Suppjementai)f- ,--- --~ I '.---
____-=-~~~---~_=_ ~. ·-=-=- --1 ----,-:.---:~____ 1 -=-_ i ..,.---..- --.------1

The Payphone Filing, NYNEX Trans. No. 443, effective 4/15/97 included a reduction to the CCl rate due to an increase in MlB
!revenuesforimputted payphones.-Ttlis was done without changing the base period payphone line count. The true-up factor '-

-based onttle-actual eCl rates would overstate the reduction to AT&T's calculated CCl rate. This supplemental workpaper
adjustsAT&T's calculated CCl rate going into the 1997 AnnualAccess TariffF'iilngto reflect the comparab1eNYNEX rate..
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t--

't
---r---

3486240325

--. --- ,,+-, ,,- -.~..

-1.99%
-199'/;'
-1:-99'10-

-1.99%

AT&TElJCL:
adJ.ill.~iJ:!.~l' 

-1,99%
-1,99%
-199%'

BA South
1996

. AnnualFillng
TrinsNo.890
.-._~_..-._-- _.------- - f

(A) ;

~~ii:7ge,~~9 ••~
~-. 2,824c4?.1.1
28,819,069,462

,- 32,801.310,600·' .

===::':]iliA82. i
32,801,707,087 ;

O;:0Q5,,70,8i
00057081

73,564~f4-61

'155)21.396 1
"366~84 '
2io,384 .

5~24975cJ .
3469163 .

2.93869.2.•.

1

'
25
o

1,285,808,492 '

940,521,471
61622.8i4~592

1.016400
0015016 .
0.005543 '

1~28S,808,492
-61 :622~81.f592

0020866 .'

7779%
789S%."

0985308 '
o020S59"

BA Revenues
19,596,874"

68,756,473
ii,3159'f9
10,351,944

-10425,736
97,492,898
111,683,645
389,625,489

10,406,857
li0.62fi38

1"-82, 826~604
"2.f681:066

'hioo-:826
'l-S6,148.608
165,76o~980

1,,"544,158.619

BEll ATlANTlC SOUTH

320 1 • % Chen e Cl PCI-'
~ Cl ReVIMOU(t),,~==·

270 CCl Revenue at Ca 'pad t-l Rates
280 CCl MOU for base yea"'. -~t

290 Cl RevlMOU t-l -- .. ,

300 Cl PCI(t)
'310 Cl PCI(t-1)

340 Base Dema~piQposedSLCs
350 CCl MOU for Bese Yea,- -.
360 1 • 9f2 -~'

370 SlC REVIMOU(t)
-. :l!l.0,CCl Rev/MQlJ![=~=
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Page 1b

958,982

CALCULATION OF CARRIER COMMON LINE RATE CAP

100 T~!llinating CCl Prem M()U
110 Term CCl Non-Prem MOU--_..__ .... __._--_.-

120 Chargeable Term CCl Pre_m_r..JIOU_
130 Originating CCl Prem MOU
140 IOriginating CCl NonPrem ~6D-
150 iChargeable Originating CCl Prem MOU

. ···~_j60iTerm CCl Prem Capped Rates at last pc:T
170 Orig CCl Prem Capped Rates at last PCI

.._-._.'_ ..-.------ ----- -

180 Multiline Business EUCl lines
--_.,--'.'---- --------- '-"

190 Res & .?ingle BlJ_sin_e~~UCl lines
200 Lifeline Lines

210 SpeciaJ Access Su.r:.charge_lin~s__.__.__ ._._

220 r..JIultilin~_§~s EUg-'=.F~~!~.'3t 1C3:~~ PCI_upd~te

230 ~~~_~Single BlJ~_~LJCl Rates_C3:.tJast PCI

..........._24_0+~JI1_E!line Rates at last PCllJ'pda.!E!
250 ~~:_!~~c. Srch~e:t!_last_!,_CI update
255 Other CCl Revenues

. - --~._---~,-_ ... - -_ ..__._-----------_...• ,-

260 Cl Revenue at Capped t-1 Rates

=i~~~~~3m~~i-·-
- __ ... _-1- ... . ... .... . . __

.-- ~90~C~~P~~~~2==_

_~1.9_g-'=!'~I{!:1_'__)~~
320.1 + % Change Cl PCI

330f~_Revltll1QQN=_-

-- ..... '--,.--,-_.._-------

340 Base Demand * Proposed SlCs
- -

350 CCl MOU for Base Year
- - - - --~ . _._---~_._._.-._ ...-_._._---

__ 360 1. + gI2:-==-=-=--=-:-:
__ 37_~ Sl.:..c;_REVIMOU(tL_

380 CCl RevIMOU(t)
.----_..._--------------

~i~:~~~~y~~~~(t)··
420 (.?rigin~tin~Lg~!_.BE!1J (rate = .01
430 Residual CCl Rev
440 Chargeable Terminating MOU

--------_.. _---,.-

.... 450 1_'::Iypothetica!.!'rem Terl1'1~ategap#1(Prel11g!i~::.01)

<460 Total Chargeable MOU __ .___ ..._
470 i Hypothetical Prem Term Rate Cap#2(if #1 <.01)
480rrE!miUm TE!!"l11ir1<:1~I1_g_RateC_:a-p==----. ... --

. _ _ .-1 __. ..

INPUT FOR LINE 340

Proposed Cl Cap Revenue

.-------.----.- --·c----········ t" .
BA South Recalc I

TM 96~- 902, & ..-.-. Actual BFpi--
- -"--_._-~-_._"- --._-----

Re~_ Fe_e L~r__EUC~_
(A) ----l-- (B) (C) =(A) - (B)

28,lf17,798,459 i 28,817,798~459~-- .-
. -------+---_._._------,

_.?,824,451_. ~_'_~2~,4~~+_

~~~f~;:~~~!~~~~!t~~~~
32,801,707,2~7 32,80~,Z.Q!-,0.!l!+

0.005543 0.005653
0.005-543-- 0.005653 1
-~----~ - --~-.._--_._-~"

73,564,140 73,564,140
..._--~~_._~ --~---_.__ .•..._--------- - -~~ -.. _------_ .._.

155,721,396 156,028,080 156,028,080
306,684 0
270,384 270,384

5.296405 5.194036
3.487971 3.486240

3.281050, 0.000009

~~J 25

1~282,167j)0~J~T281-,148,02~ .

1,282..l0!,g_02~,~1,?_ID..,..!.4_8,920
61,622,814,592 . 61,622,814,592

-- --_._._-_. __._... -..•_._.__ ....•.__ .._-...._---

0.020806 0.020790

77.40% 77.40%
------,._ .. _-

77.79% 77.79%
0.995110 0.995110
0.0207-0--4--'---·--··'· 0.020688

.. _...._-_.-

i

940,543,638-L---928~oo1,I3.f9 ..1-....~------~---~--- f
61 ,622,81<1.,592 1~~62~,81~,59?.l_ ..

1.000000 i 1.000000
---~-----·t·,· -.---

0.015263 . 0.015059
- -~------·--1 . - ....--- .... . _

0.005441 ' 0.005629
- -l-------- .. ~

-_____ _ _ _ 1-____.. __..__

. 61,~?.?,~1:4,§92J.61~622,~_14,592
335,293,95_2L~:46,881 ,079

32,801,707,087 32,801,707,087
328,017,071 328,017,071

7,276,882 18,864,008

'28,819,9~9,~~~}_~~I~,<569,46?;

" _.9---9.Q_O?~.~ .~_O·000f3~~ .. 1

. 61 ,620'?~!3~~~~l6.16.?_9,776,549 ;
0.005441 ' 0.005629
_.~..._-----~.._..-- ..,,~..

0.005441 . 0.005629j-- ...
1997 __+_ -------i----

220 5.~~_6_~05001_§...!6879659J

230 3.48797100 ! 3.46734987 !

240 3.28foso66T --- o.b60C)0066

250 25.06
1

25.00
-_._-----~.- _.--_.._--_._-

1,275,821,683 1,274,864,970 956,713
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n-----~-l=~--~----------- -~------ ...---
CALCULATION OF CARRIER COMMON LINE RATE CAP

j_1~~:::i~~~~~:;~~-=~_~
120iChargeabie Term CCl Prem MOU
130 Origii1atfll9CCLPrem MOU--------

-•=-1 ~b Orig~nating CCl NonPrem_fy13)U~=~-=_=
150 Chargeable Originating CCl Prem MOU

-160 TermCCTPi-emca~Ra}~j at last Pg"C
___170 Orig CCl Prem Capped_~at~~<'l_t.'.~~tF'CI _

180 Multiline Business EUCl lines--_.__ ..~.,._-~-_._--_. __ .. ----

190. Res & Single Business EUCl lines----2&w;'eunes~-------- ---
---210 Special Access Surcharge Lines -~~--c--

___ ~20 Multiline Bus EUCl Rates':!t last PCI u2da~e
230 Res & Singl~~~..EUC~~_~~e~.<'l.tJast PCI

______ --=2--=-40-=-+Lineline Rat~_~~ last P~uE.cJ.ate
~50 Sp. Ace.: Srch:_Cl~~_~tF'C;1 upda!e
255 Other CCl Revenues

- ~~O__~L_R~~~~ue-~t_g~pped t-1 RClfes~-

270 CCl Revenue at Caep_e~t-1 _!3.<'lt(!s__
__~O CCl MOU for basE31(!ar____ _ _

290 Cl Rev/MOU t-1

_____~40· Base Demand * Propo~ed SlCs

_~~m~{~;;=;=year
----------! .._--~-----~---------

---~--390 [GeL MOU for Base Year
.-.-.,.----

_ 400 CCl Rev at CCl Rev/MOlJ(t)
410 Chargeable Origin MOU

_~~Q Originating C;Cl '3.~",-{r"~te;~1I~-
430 Residual CCl Rev

--------~_.- -~-_._.~._._---

__ ~iQ. C~Clrgeable Terminating MOU _
450 Hypothetical Prem Term Rate Cap#1 (Prem Orig=.01)

-~66TotaJ Chal]_~_able _M-6U- __~==~_=-~ __
___.470~._.Y.Y.-.. oth~t.-.ical P_.r~..m.... Te._r.-.m_.. -.Bate_-c;..--.ap#.....~.(. if_!1_<.01)

__ ~~Q~F'rernJu_m _T_eI"rnirlati~~Rate Cap __ __
____________L .. _
INPUT FOR LINE 340 *

-----,-~--=--. ----~-- -------._---
.Proposed Cl Cap Revenue

_____~I===-------------

See attached XX Supplemental.

EXHIBIT B2
-- '.'-----,.,'--

Pagf3_1c

-------t-----.-------- - -+--

-- .. BASouth--]~-- Payt£r-

j
__ --Paytef~--I=-with- -=-
Trans No. 93IT Actual BFP

i j~~--~-~--==E~~~ - "--~(C)';(~E{B)
]28,817,798,459 .28,8!?,798,-~~
· 2,824,451 2,824,451
' .._-~ .._._-.~ _._----'----

28,819,069,462 28,819,069,462
----'- . -_._------_._----~-----

32,801,310,600 32,801,310,600,
.-881 ,082 ~- ·-----881';0821

32,8Q~O!O~5~~~+32,~~~~OO;5~~+-·
-0.005440:----- O.005629-T-·

73,564'-14Cf---73,564:\46+
155,72-C396 t---T56.028~b80·

3b6,684-t .-- ... -- 0
270,384- '~ - ·-270~3!f4' ...
.--.-- ------ ---------~-- f

5-'~~~~Q?_ '.. .!5.1E>8?~71
3.487971 ! 3.467350 i

3.281b~~l=-~O:60bO~~1
o 0-;
·---1

61:;i~~~~~:;~i;ijiiE 895,092

···=~~~--=--~~lt
-··~~·~~~~~~-=--=--~~~~~~·~~···I--
_ _ -1 .. .. __ -J-.. _

. 952,263,660

J
f--6--944,214,840

51 ,52?&1~59? .61,.E3-2],~14,§~21
, 1.000000 1.000000 '
! ·.·.~~Q_1_545?" ~ ..... ·---Q.P]51?2-

c

0.004688 0.004804

· 61~~~~~~~::~~*~·~'~~~:~~~~~~T-
i32~i301}67,087 32,801,707,087 I.
' .. _-._--_ ..._-----, .._------'- -~-,_.._---- ... -------------,._. _.~

·-.•l~;J~~:~~;)_1·-··-l~~$}~j;~).I· ..--
i 28,819,Q69,~§~_~!!,~!.9,0E>~,4E>2i ..

-0_.Q0_1}~~ +_~Q.()01111

1997 61'62li;t~1~~:~1
220 . --5:2994746~=---S:-19i12050t'
2301 - T48-79872-0~--3.48625639 ...

;~~ 3i81"lt.~1: "'ooo~~~~u
1,241,081,86Q__ !o.240,241,051~ 840,810

i--- 1--
~ I



840,807

._--_._-

-_ .._---

...._ .._--

- ..+-- -=-=-c--=-c::-c:-t --::-:--=-=- ~:_+__----- --

1,241,081,859 1,240,241,052:--+-=--:-=-=-'-::-:---= +-::--:-'-:--=-::-'-=----=-c:-=-!--. - .--..-
61,622,814,592 61,622,814,592

0.020140 0.020126

! 155,235,288 155,541,972--·-
306,684 ...--0 ----------

--.-.--.---::-=-:-'-~-t-----==-:~----+---.~--.

270,384 270,384
-- .1--.--=-=-=--=--:-::-:-1----=--:-::-:=-=--=-=:-'-------

i 5.299474 i 5.19712050 .
---+-.--------+------~---------

3.487987 3.48625639
-+-.---------I------~-------

I 3.281050 0.00000000- --_._._.__._--+_._---------!---------_._-
• 25 25.00---1----- 0 0 .

_L..1,~41 ,081 ,859 1,240,241,05~ _

.~~~j~==-~£======-=__-t--_-E_.X-H-~_I_=::..~T_e_.._-B-1~:
BA South 1996 AF.+------+----,.-------1--------

, l TS, OB&C with
----'-----+------,------jf-- -~~--

I Trans No. 955 Actual BFP
-_.~---,.-----,--+---=:-:-::-~--,--------

Trans No. 975 EUCl
.. --- .. - ...+-----,----+---=-:----+-:-~~:_c___:=:~

.-I---J (A) (B) (C).= (A) • (B)
28,817,798,459 28,817,798,459

- !-- --- -----=:--::-:::-:--:-:::-:--1---=-=-=-:---:-:::-:-1--.----..
2,824,451 , 2,824,451

--I--=---=--:-='-=-=-'-:-=-:=-t-~:::-:-=c'-=c::-'-:_=_=+----------·---

28,819,069,462 28,819,069,462
___I----'----,-:--'--'-:c----+--'--~-'--~__:__:__+_-----~.---

, 32,801,310,600 32,801,310,600
, 881,082 881,082

_ _~,801,707,087: 32,801,707,087

L- 0.....,.0_0_46c:-8-c8-t--__-----,,0-,-.0-,-04-,-8---:0-,-4_+ .. ..
0.004688 0.004804

- ..-,------=:-:-::...,...,--=-:-=-+------=-=:-=-:-:--c:~-+__-------. - ..--
i 76,041,348 76,041,348

-----

----------

-.----f--.--.-------- --------------..-

150 Chargeable Originating CCl Prem MOU
160 Term CCl Prem Capped Rates at last PCI

---.----::-c+=-c----,--=-c--=---~-'-'--_c_=--___,_____=~-- ...-.-.
170 Orig CCl Prem Capped Rates at last PCI
180 Multiline Business EUCl lines

BEll ATLANTIC SOUTH

___~_ 190 Res & Single Business EUCl_lin_e_s . .
200 Lifeline Lines

------c:-:-::+=---:---:--:------:=--,-c---:-c---------- --'---.
210 Special Access Surcharge Lines

------1-.----.------- --.--.----- - -

=E
---------.-------~~.------.

- -, ---~--_.--~~_._--
. . ---------._--_._---- -_.._-

I-::-::-=-=~~:::c:_::-::.._::~_=_===_=_=_==:_;_:_=_:=_=_::_=:_:::_=_:;:_- -

CALCULATION OF CARRIER COMMON LINE RATE CAP
-~ .._--=
__ 100 Terminating CCl Prem MOU _

110 Term CCl Non-Prem MOU
----:-::--=+::-:------:--:--=---,----=--=--=---=-::-::::-:-:---- -_._-

120 Chargeable Term CCl Prem MOU
130 Originating CCl Prem MOU

----.---:-:--=+-::-c"'-:----,--"'--~,__,__-=---~::_c_:_-------- -- -
140 Originating CCl NonPrem MOU

220 Multiline Bus EUCl Rates at last PCI update
I----_+_

230 Res & Single Bus EUCl Rates at last PCI __ .__
240 Lineline Rates at last PCI update

- ..-------!-::---:-------=-c----'-------- .---
250 Sp. Ace. Srch. at last PCI update

----------_..... ~~~f~e~;.,~:=~a~~ed t-1~_es~~_ ..__.. _._.

_ 270, CCl Revenue at Capped t-1 Rates
280 CCl MOU for base year . _
290 Cl Rev/MOU t-1

_._--- ---------.--.--_._------- -

----c-=-:+:::-c--=-~,___------.----...-.-.. --.--
300'Cl PCI(t)
310 Cl PCI(t-1)

-----+-----'--<-----~_.._-----_._-- --
320 1 + % Change Cl PCI. ~~ .
330 Cl Rev/MOU(t)

-------'--_._------'-~-._-_._-._-~---------.

-----~ =---_::=-----:-:--=:-----:--=cc-::----- .-..
340 Base Demand * Proposed SlCs

--_.- ------- .._-

350 CCl MOU for Base Year
--~::+ ...-.---._------~._.

360 1 + g/2
-.--=:=+=-c-:::=-==-:-=-::-:::-:-:-:_c__- ----------.--- -
1--_~_3_70__l_SlC REVlMOU(t)

380 CCl Rev/MOU(t)
----- ----_._-'--'-"------------_.- _._----

840,838

.--.--_.--

- .. ~~-+-=-:::-:-.~=-:-:--=---=----:-:----------- ---- -+-:-~=-=--c-:---=-=-+~~~-,-c-~:-'---------.--

390 CCl MOU for Base Year 61,622,814,592 61,622,814,592--- --

f-- 400 CCl Rev at CCl Rev/MOU(t) _ __ 280,754,415 287,907,960
410 Chargeable Origin MOU______, 32,801,707,087 32,801,707,087
420 Originating CCl Rev (rate = .01) l 328,017,071 328,017,071
430 Residual CCl Rev ----- _j_-k (47,262,656) (40,109,111)
440 Chargeable Terminating MOU _1 .1.8,819,069,462 28,819,069,462

__ 450 Hypothetical Prem Term Rate Cap#1(Prem Orig=.01JJ .. --...~'.. -0.001640 -0.001392
460 Total Chargeable MOU 61,620,776,549 61,620,776,549

-. 470 'Hypothetical Prem Term Rate Cap#2(if#1<.01) .-- -. - 0.004556 0.004672

==--~~E.~emium Terminating R::~ ---==-=--. =_--. 11'_~~~r.. ·. 52::::: 5.1::::::
~_~UT_.-_.FO._RELINE 340 ..._ ..~.~_.__.____. _
__ i 230. 3.48798720 3.48625639----_.- -------- ---- ~ ~------------+------,---+--_._-----

f--...---- Proposed Cl Cap Reven:~---- . -- - ¥S~~'2~~:i~ 1,:~:~1!~~
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ATTACHMENT C
Page 1 of 10

Subject: Methodology for Calculating Exogenous Cost Changes for Line Ports and for
End Office Trunk Ports

Issue 1: Should the price cap carriers use revenues, rather then Part 69 revenue
requirements, to determine the "costs" recovered through a particular rate element in
developing exogenous cost adjustments? (~~ 48. 50)

Response:

The Bureau should not prescribe this methodology. Part 69 revenue requirements

are the best measure of the "costs" that are recovered through a particular rate element,

and the Access Charge Reform Order clearly required the carriers to shift "costs," not

revenues, among the Part 69 rate elements. As the Bureau recognizes, price cap

regulation has severed the link between the rates and costs of any particular service. For

this reason, the revenues that are recovered through a rate element do not necessarily

represent the costs of the services provided through that rate element.

Moreover, as shown below in the list of previous exogenous cost reallocations

(Issue 4), the Commission has never required carriers to develop exogenous adjustments

for Part 69 cost allocation rule changes based on revenues. In addition, all of the

exogenous adjustments related to revisions of the Commission's Part 36 separations rules

were based on revenue requirements shifts and calculated at the 11.25% authorized rate

ofretum.

In the Designation Order, the Bureau tentatively concluded that revenues, and not

Part 69 revenue requirements, are the best measure of costs recovered through a particular

price cap rate element. Designation Order, ~ 48. This conclusion does not follow from

the Access Charge Reform Order, which clearly required the local exchange carriers to
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reassign "costs"l and to make exogenous adjustments to recover those costs.2 When the

Commission has required the local exchange carriers to shift revenues, rather than costs,

it has made this explicit.3

For example, in paragraphs 125 and 126 of the Access Charge Reform Order, the

Commission states:

"Accordingly, for price cap LECs, we reassign all line-side port costs from the
Local Switching rate element to the Common Line rate elements. For price cap
companies, these costs will be recovered through common line rate elements,
including the SLC and flat-rated PICC...LECs incur differing costs for line ports
used in the provision of different services. The SLC and PICC cost recovery
mechanisms will recover only the cost of a line port used to provide basic analog
service. To the extent that the costs ofISDN line ports, and line ports associated
with other services, exceed the costs of a port used for basic, analog service, price
cap LECs will recover this excess amount through a separate end-user charge."
[emphasis added]

Part 69. 106(f)(1 ) of the Commission's rules further states:

Price cap local exchange carriers shall separate from the projected annual
revenues for the Local Switching element those costs projected to be incurred for
ports... [emphasis added]

Clearly, this refers to costs - costs can be "incurred," revenues cannot.

Moreover, although the Access Charge Reform Order does not specifically define

the term "cost," it is clear that the Commission's definition of cost for purposes of

reallocating switch port costs is Part 69 revenue requirements rather than revenue. The

1 See Access Charge Reform Order, ~ 125.

2 See id., ~ 129.

3 See, e.g., Implementation of the Pay Telephone Reclassification and Compensation
Provisions ofthe Telecommunications Act of 1996, 11 FCC Red 20541, ~ 183 (1996).
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Commission modified Subpart E of Part 69, which governs the allocation of interstate

investment among price cap categories, to state that;

COE Category 3 (Local Switching Equipment) shall be assigned to the Local
Switching element except as provided in paragraph (a) of this section; and that,
for telephone companies subject to price cap regulation set forth in Part 61 of this
chapter, line-side port costs shall be assigned to the Common Line rate element.4

Once these investments are assigned to Common Line, Part 69 requires associated

expenses to be allocated among categories on the same basis.5 The Access Charge

Reform Order also modified Section 69.1 (c) to make it clear that the price cap carriers

should follow this Subpart E as modified to "comput[e] initial charges for new rate

elements." This applies to the new line and trunk port charges that the order requires the

local exchange carriers to develop. Clearly, this requires the price cap carriers to develop

traditional revenue requirements to shift port costs from local switching to the common

line category.

Furthermore, the Commission never states or implies, in the Access Charge

Reform Order or in its rules, that the term "cost" can be used interchangeably with

revenues. Accordingly, there is no basis for the Bureau to require the local exchange

carriers to reallocate revenues, rather than costs, among price cap baskets.

Nonetheless, given the magnitude of the rate changes that would be required if the

Bureau affirmed its tentative conclusion to use revenues to reallocate port costs from

447 C.F.R. § 69.306(d).

5 See 47 C.F.R. § 69.401 (b).
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local switching,6 and the rate churn and potential for refund liability if the Bureau applied

this methodology retroactively to January 1, 1998 without allowing offsets for rates that

were too low, Bell Atlantic may decided to file an interim tariffthat will incorporate the

Bureau's methodology.

Issue 2: Should the price cap carriers use actual basket earnings to detennine the "costs"
recovered through a particular rate element in developing exogenous cost adjustments?
(~~ 49-50, 52)

Response:

No. It would be unprecedented to require the local exchange carriers to use basket

earnings to determine exogenous cost adjustments for Part 69 changes. The cost of

capital has always been based on the authorized rate of return (currently 11.25%) when

developing costs for exogenous changes.? Actual basket earnings, whether they are above

or below 11.25%, have nothing to do with the cost of capital.

Actual basket earnings do not represent "costs," because price cap regulation has

severed the link between rates and costs. Carriers may earn more or less than their cost of

capital from the rates in any particular service category or basket. 8 For this reason, use of

actual basket earnings to represent the cost of capital would be completely arbitrary.

6As is shown in Exhibit C-l, the impact on local switching rates is a reduction of almost
$200 million.

?See, e.g., the list of previous Part 69 changes in Issue 4 below.

8 The Commission relies on the actual rate of return under price caps only to determine
when a lower formula adjustment is needed because earnings are so far below a carrier's
costs as to imperil its ability to provide service. See Policy and Rules Concerning Rates
for Dominant Carriers, 5 FCC Red 6786, 6802 (1990).
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The local exchange carriers' cost of capital is best represented by the authorized

rate of return. In its Rate of Return Represcription Order, the Commission authorized an

overall return on investment of 11.25% for the interstate access services of local

exchange carriers. 9 This was based on the Commission's evaluation of the carriers' cost

of attracting debt and equity capital. Use of any other rate of return to determine

exogenous costs would be inconsistent with the Commission's findings.

Because earnings in the local switching category are generally above the

authorized rate of return, reallocation of line port "costs" at the local switching basket

earnings level would shift substantially more costs to the common line category. This

would produce a much higher carrier common line rate, substantially delaying the phase-

out of the usage-based carrier common line charge. This would be contrary to the

Commission's understanding that access charge reform would cause the carrier common

line charge to fall to zero within the near future. 10

Moreover, use of actual basket earnings to calculate exogenous cost changes

would be inconsistent with the manner in which end user common line rates are

developed. End user common line rates are based upon a forecast of base factor portion

revenue requirements assuming the authorized 11.25% rate-of-retum rather than basket

earnings. As is shown in Exhibit C~2, Bell Atlantic's rate-of-return for the common line

basket has been below 11.25% since the inception of price cap regulation. Nonetheless,

9 Represcribing the Authorized Rate of Return for Interstate Services of Local Exchange
Carriers, 5 FCC Rcd 7507 (1990). As required by the Commission, this authorized rate of
return will remain in effect until it is replaced or superseded. [d. at 7508.

10 See Access Charge Reform Order, ~ 60.
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the authorized rate of return has been used consistently to develop base factor portion

costs to develop the subscriber line charge.

The same methodology should apply to the transfer of costs from the local

switching basket to the common line basket, regardless of the actual earnings in local

switching. The Bureau's proposal to continue using the authorized rate of return to

calculate the base factor portion (Designation Order,ll 52) does not resolve the

fundamental inconsistency between basing end user common line charges on costs at the

authorized rate of return and reallocating port "costs" from local switching that reflect

actual basket earnings. It would simply mean that the carrier common line charge would

receive the full impact of the over-assignment of local switching costs to the common

line category.

The Bureau expresses the concern that, if the Commission moved rate elements or

services out of a basket based on the authorized rate of return, rather than actual basket

earnings, there might be a residual left over after a carrier removed all of the services out

of a basket. Designation Order,ll 50. Removing services from a basket is an entirely

different issue from taking costs out of an existing rate element and moving them to

another or new rate element. When services are moved between baskets or taken out of

price caps, the rate elements are multiplied by demand to shift the services or to take

them out of the price cap indexes. This leaves no residue.

However, here we are dealing with cost reallocations, not service shifts. For

example, the Commission has required the local exchange carriers to remove the costs of

line and trunk ports from the local switching category and place them in common line, or
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in new rate elements such as rates for trunk ports and line ports in excess of basic line

ports. The local switching category will still exist. If the Commission were to remove

local switching from price caps, in contrast, the entire revenue stream would be removed.

Again, there would be no residue.

Issue 3: Should either of the methodologies described above be used for the other
reallocations required by the Access Charge Reform Order? Quantify the results of using
these methodologies for all such reallocations. (~ 51)

Response:

For the reasons discussed above, neither of the Bureau's proposed methodologies

should be used for all of the other cost reallocations required by the Access Charge

Reform Order. In that order, the Commission required the price cap carriers to identify

certain costs, such as the SS7 costs, that should be recovered through rates paid by

customers that purchase the associated services. Shifting costs based on revenues or on

revenue requirements at basket rates of return would not produce cost-based rates for the

new rate elements. In addition, in many cases it would have exactly the opposite effect

that the Bureau may be anticipating. For example, Bell Atlantic currently earns less than

the authorized rate of return in the transport basket. Accordingly, as is shown in Exhibit

C-I, if Bell Atlantic used actual earnings to shift costs between the TIC and other service

categories, such as SS7, it would cause more costs to remain in the TIC than Bell Atlantic

included in its tariff filing. This would cause the TIC to increase by about $9.4 million.

It also would be inappropriate to use revenues or costs at the actual rate of return

to calculate cost shifts that result from changes in Part 69 allocation rules, such as the
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rules for assigning general support facilities costs, central office equipment maintenance

expenses, and marketing expenses. Thes'e rule changes apply to the amount of expenses

and investments that are assigned to interstate accounts by the Commission's separations

and Part 69 rules. Basket earnings have nothing to do with the changes in cost allocations

that are caused by changes in the separations and Part 69 rules.

As required by the Designation Order, Bell Atlantic has quantified the cost

adjustments that would be made using revenues or actual basket earnings to reallocate

costs. See Exhibit C-3.

Issue 4: Provide a comprehensive list of all the exogenous adjustments made since the
establishment of price caps that had the purpose of reallocating costs among baskets,
categories, rate elements, or between price cap and non-price cap services. List the
method used in each instance. (1f 51)

Response:

Subscriber Plant Factor (SPF) Transition - Parts 36 and 69 used to calculate incremental
revenue basket revenue requirements at 11.25%. (7/91, 7/92, 7/93).

Dial Equipment Minutes (DEM) Transition - Parts 36 and 69 used to calculate
incremental revenue basket revenue requirements at 11.25%. (7/91, 7/92, 7/93).

Inside Wire Amortization - Incremental common line revenue requirement at 11.25%.
(7/91,7/92,7/93).

Depreciation Reserve Deficiency Amortization - Incremental basket revenue requirement
at 11.25% (7/91, 7/92, 7/93).

Excess Deferred Taxes (EDT) - Incremental interstate revenue requirement at 11.25%
allocated to baskets based on percentage of investment for base period (7/91, 7/92, 7/93,
7/94, 7/95, 7/96, 7/97).

Reallocation ofInvestment from Regulated to NonRegulated Use - Incremental regulated
revenue requirements removed from price caps due to underforecast ofnonregulated
investment in shared facilities, based on investment and carrying charge factors at the
11.25% rate ofretum. (7/92, 7/93, 7/94, 7/95. 7/96, 7/97).
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General Support Facilities (GSF) - Parts 36 and 69 used to reallocate revenue
requirements among baskets and billing and collection at 11.25% (7/93, 1/98).

Local Transport Restructure - Revenues removed from per-minute rates based on rates
times restated base period demand and tandem switching costs at 11.25% rate of return.
(12/93).

Payphone Customer Premises Equipment Deregulation - Part 69 used to calculate
payphone and common line revenue requirements at 11.25%. Percentage payphone
multiplied times total common line base period revenues, net ofNECA LTS (11/96,
4/97).

Line Information Data Base Compliance - Reallocation of line information database
service between baskets based on rates times demand (7/97).

Other Billing and Collection Change on Secondary Access Allocation - Part 36 rule
change based on revenue requirements at 11.25% (7/97).

Issue 5: Should the Commission require the local exchange carriers to use local
switching revenues to determine the amount of exogenous adjustments to the Traffic
Sensitive and Common Line baskets, but use their Part 69 revenue requirements to
recalculate the Base Factor Portion? en 52)

Response:

No. This would simply place all ofthe excessive cost reallocation into the carrier

common line rate, which would delay the phase-out ofthe usage-based carrier common

line charge and the transition to full recovery of common line costs through subscriber

line charges and presubscribed interexchange carrier charges.

On the other hand, any change in the Part 69 rules for calculating the base factor

portion would be beyond the scope of this proceeding, as it would require a rulemaking

proceeding to change Section 69.152(b), which requires the subscriber line charge to be

based on "the projected annual revenue requirement" for the base factor portion. It also
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would make little sense. If the Commission changed the rule to calculate base factor

portion costs based on local switching basket earnings, it would produce subscriber line

charges that would be far greater than the interstate costs of a subscriber line. This points

out why, to be consistent with the method of calculating the end user common line

charge, costs should be reallocated from local switching to the common line basket based

on the authorized rate of return.


