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REPLY COMMENTS OF WORLDCOM, INC.

WorldCom, Inc. ("WorldCom"), by its undersigned counsel, submits these reply comments

in support of the request by the Association for Local Telecommunications Services ("ALTS")1 for

clarification that nothing in the Commission's Local Competition Orde12 requires local telephone

calls to Internet service providers (lSPs) to be treated differently than other local traffic under the

current regulatory framework regarding reciprocal compensation for the transport and termination

of telecommunications. Only certain ILECs oppose the ALTS request, and their arguments are

based primarily on a fallacious and clearly inappropriate interpretation of the ESP exemption3 that

would treat a local telephone call that is answered locally by an end user as an interstate

telecommunications service:~ The position asserted by the Commenting ILECs is inconsistent with

I Letter dated June 20, 1997 from Richard Metzger, ALTS, to Regina M. Keeney, Chief,
Common Carrier Bureau, Federal Communications Commission ("ALTS letter").

2 Implementation ofthe Local Competition Provisions in the Telecommunications Act of
1996, CC Docket No. 96-98 (reI. Aug. 8, 1996) ("Local Competition Order").

3 MTS and WATS Market Structure, Memorandum Opinion and Order, Docket No. 78
72,97 FCC 2d 682,711-22. See also, Amendments ofPart 69 ofthe Commission's Rules
Relating to Enhanced Service Providers, Order, CC Docket No. 87-25, 3 FCC Rcd 2631 (1988).

4 Ameritech Comments, Comments of Cincinnati Bell Telephone Company, Comments
of the Southern New England Telephone Company, Comments of the United Sta~es Te~ephone~
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the language of the Communications Act of 1934, as amended by the 1996 Act ("the Act"), is

inconsistent with both longstanding and recent FCC interpretations of the Act, and would create a

clearly unintended regulatory gap regarding intercarrier compensation for transport and termination

of those calls to ISPs.

The ALTS request is driven by certain ILECs' unilateral action to abrogate their obligations

under negotiated or arbitrated interconnection agreements. 5 The ILECs' action prompting ALTS'

request is designed to foreclose a growing segment of traffic from CLEC competition. Rather than

address the issues by competing in the marketplace with CLECs, the ILECs have apparently decided

to utilize their continued monopoly power to simply foreclose the possibility of such competition.6

In their comments in this proceeding, the ILECs attempt to divert attention from the

anticompetitive purpose and effect of their actions by focusing exclusively on an issue which is not

even involved in the ALTS request. The ILECs attempt to wrap their actions in a jurisdictional

dissertation on the regulatory status of the Internet. The Commission has ongoing proceedings

which address issues related to possible regulation of the Internee Those proceedings are just that--

ongoing. The Commission should not be distracted by the ILECs misguided attempts to obfuscate

Association and Member Companies ("Commenting ILECs").

5 As the Eighth Circuit noted in its recent opinion, unless a state commission fails to act,
these contracts will be enforced either by state commissions or the courts, not the FCC. Iowa
Utils. Bd. v. Federal Communications Comm'n, Nos. 96-3321 et al. slip op. at 123 (8th Cir. July
18, 1997).

6 This fact was recognized by the ISPs filing comments in this proceeding. See
Comments of America Online, Inc., at 4-5, 14-16; Comments of the Commercial Internet
eXchange Association, at 1-2; Comments of Compuserve Incorporated, at 3-6.

7 Usage ofthe Public Switched Network by Information Service and Internet Access
Providers, CC Docket No. 96-263, Notice oflnquiry (reI. Dec. 24, 1996) ("Internet NOr).
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the issue presented by ALIS. Rather, the Commission should clarify that to date it has done nothing

to change the existing regulatory characterization of the calls by an end user to reach an Internet

provider. Calls originated and tenninated within the same state defined local calling area are local

calls by any current definition of that tenn.

The current regulatory framework is provided by the Act. While Section 251(b)(5) of the

Act requires local exchange carriers "to establish reciprocal compensation arrangements for the

transport and tennination of telecommunications," it does not expressly limit this obligation or

exclude any particular category of traffic.8 Section 251 (g), however, requires continued enforcement

of the existing access charge regime, which provides for an alternative system of compensation for

the transport and tennination of telecommunications carried by two or more carriers.9 Reading the

two sections in relation to each other, it is clear that the reciprocal compensation provision ofSection

251 (b) was intended to provide compensation for the transport and tennination oflocal traffic carried

by two or more carriers -- that is, traffic to which compensation is not already addressed by access

charges.

This is the same conclusion reached by the FCC in its Local Competition Order. The FCC

explained that the existing regulatory regime, in which interstate and intrastate interexchange traffic

was subject to access charges, was to be maintained pursuant to Section 251(g) of the Act. IO Traffic

not subject to access charges, i.e., traffic that originates or tenninates within a local calling area

8 47 U.S.c. § 251(b)(5).

9 47 U.S.C. § 251(g).

10 Local Competition Order, ~ 1034.
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established by the state, would be subject to reciprocal compensation obligations. 1
! The simple logic

drawn from the Act was that access charges and reciprocal compensation were intended to dovetail

to cover all types of traffic carried by two or more carriers~ such traffic was to be treated either

through reciprocal compensation or access charges, and no traffic was to incur both types of

treatment. Thus, the FCC clearly established that, under the Act, the termination of traffic carried

by two or more carriers not otherwise subject to access charges would be subject to reciprocal

compensation.

At the same time, the FCC said nothing that differentiated traffic based on whether it

terminated to any particular category of end users of telecommunications services, including ISPs.

Indeed, none of the Commenters have identified language in the Local Competition Order that

exempts local exchange traffic from reciprocal compensation obligations based upon the identity of

either the calling or the called party. In short, the Local Competition Order did not alter in any way

the existing regulatory framework for the treatment of local traffic delivered to ISPs. As a result,

like all other local traffic, the transport and termination of such local traffic to ISPs requires the

payment of reciprocal compensation under the clear terms of the Act.

II Id., ~~ 1034- 1035.
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This regulatory framework has been accepted and adopted by the states l2, competitive local

exchange carriers, and incumbent local exchange carriers. Under this system, which is reflected in

interconnection agreements approved by state commissions and local exchange tariffs filed by local

exchange carriers, ISPs purchase local exchange servicel3 so that their customers may utilize an

ISP's services merely by dialing a local telephone number. The local call is answered by the ISP,

and the ISP's customer (the calling party) is then able to request information which the ISP may

retrieve from numerous sources including the Internet. These are the simple mechanics of traffic

from end users to ISPs, and they are employed by CLECs and ILECs alike. There is no question that

ILECs provide local exchange service to their own ISP customersl4 or that they consider this traffic

12 Since the initial comments, the NYPSC issued an order affirming Staffs position by
ordering New York Telephone and Rochester Telephone to continue paying reciprocal
compensation pending further investigation. Proceeding on Motion ofthe Commission to
Investigate Reciprocal Compensation Related to Internet Traffic, Case 97-C-1275 et ai., Order
Denying Petition and Instituting Proceeding, at 4 (July 17, 1997). The Colorado Public Utilities
Commission affirmed its rejection of US West's efforts to exclude ISP traffic from reciprocal
compensation by rejecting such a provision in a proposed US West tariff. The Investigation and
Suspension ofTariff Sheets Filed by U S West Communications, Inc. With Advice Letter No.
2617, Regarding Tariffs for Interconnection, Local Termination, Unbundling and Resale of
Services, Docket No. 96A-331 T, Commission Order, at 8 (Colo. P.U.c. July 16, 1997). And in
MFS' complaint proceeding against Bell Atlantic, the Staff of the Maryland Public Service
Commission recommended that the Commission order Bell Atlantic to continue paying
reciprocal compensation to MFS for traffic terminated to ISPs. MFS Intelenet ofMaryland, Inc.,
TE-2126, TE-2216, Comments of the Telecommunications Division, at 3 (July 15,1997).
Copies of these decisions are attached.

13 The right ofISPs, as end users, to use local exchange service for the provision of their
information service offering has been reaffirmed as recently as May 16, 1997. In the Matter of
Access Charge Reform, First Report and Order, CC Docket No. 96-262 (reI. May 16, 1997),
paras. 342, 348 ("Access Charge Reform Order").

14 See Comments of CompuServe Incorporated at 2, 6.
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to be intrastate for the purposes ofseparations. Neither CLECs nor ILECs have special requirements

for terminating local exchange service based upon the identity of the customer using the service.

Despite this regulatory and operational history, the commenting ILECs have now taken the

position that they should not pay reciprocal compensation to competing LECs when the competing

LEC provides transport and termination for local calls originated by an ILEC end user and destined

for an ISP served by a CLEC. They have withheld or threatened to withhold payment of such

reciprocal compensation in a unilateral effort to change the existing system. By withholding the

payment of reciprocal compensation for local traffic that resembles all other local traffic -- but for

the newly minted argument seeking excuse from their obligations based upon an unfounded

interpretation of the ESP exemptionl5
-- the ILECs have unilaterally hammered a hole in the

otherwise gapless structure for the compensation for transport and termination of traffic carried by

two or more carriers created by sections 251(b)(5) and 25l(g). Adoption of the ILEC position would

have the wholly unintended and unsupportable result ofcreating, under existing regulations, a class

of calls for which a competing carrier would not be compensated for its transport and termination

of traffic. This result is in clear violation of the Act. 16 The Commission must reject the reactionary

attempt by the ILECs to create a class of subscribers that are subject to disparate treatment in the

15 The commenting ILECs assert that the ESP access charge exemption somehow
resolves the question of the jurisdictional treatment of discrete telephone services employed by
ESPs in producing their information services. They are wrong. In the Computer II decision, the
Commission decided ESPs are end users and not common carriers subject to Title II regulations.
Amendment ofSection 64.702 ofthe Commission's Rules and Regulations (Second Computer
Inquiry), Final Decision, Docket No. 20828 (reI. May 2, 1980), at para. 119. 47 C.F.R.
§ 64.702(a). The extent of the Commission's Title lor Title II authority over the Internet is
central to the Commission's Internet NO!.

16 47 U.S.c. §§ 201, 202, 252(d)(2)(A).
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provision of local exchange services, and must not create a class of telecommunications traffic

carried by two or more carriers that goes uncompensated.

Not only would the ILECs position create a regulatory chasm, it ignores the fact that the FCC

has specifically decided that the existing regulatory environment with respect to the calls at issue -

local calls to reach an ISP - should not be changed without the development of a more thorough

record. In its Access Charge Reform Order. the Commission considered the arguments asserted by

the ILECs that they were under compensated under the current system and decided that their

arguments were without merit sufficient to impose an alternative regulatory regime. 17 Moreover,

consistent with its view that the calls at issue are local, the Commission advised the LECs to address

their concerns with under compensation to state commissions. 18

The FCC decided to consider the general implications of usage of the public switched

telecommunications network for obtaining connections to the Internet in its ongoing Internet NOI

Until such time as the FCC determines there is a need for a change to the existing regulatory

framework through normal agency notice and rulemaking procedure, the current regulatory system

is to remain in place. To answer the question presented by ALTS, this means that the Commission

should make clear that nothing in the Commission's Local Competition Order was intended to alter

the existing regulatory regime that subjects all traffic carried by more than one carrier to either

17 Access Charge Reform Order, paras. 346-347. The Commission rejected outright the
ILECs proposal to apply access charges, designed for basic voice telephony over a circuit
switched network, to ISPs. Access Charge Reform Order, para. 348. The Commission
determined that comparisons ofISPs to interexchange carriers regarding the use of the public
switched network were not appropriate either. !d., para. 345.

18 Id., para. 346.
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access charges or reciprocal compensation, and that local exchange traffic, including the traffic at

issue here, is subject to reciprocal compensation.

The ALTS request is largely unaffected by the decision ofthe United States Court ofAppeals

for the Eighth Circuit, Iowa Utilities Board v. Federal Communications Commission, Nos. 96-3321

~. slip op. (8th Cir. July 18, 1997), that was rendered after the opening comments in this matter

were filed. That decision vacated a number of the Commission's rules implementing the local

competition elements of the Telecommunications Act of 1996 on the grounds that the Commission

exceeded its jurisdiction with respect to pricing intrastate telecommunications services. Although

the FCC rule!9 cited by the Commission in its request for comments in this proceeding was vacated

by the Eighth Circuit, WorldCom's initial comments were based on arguments not affected by the

Eighth Circuit opinion. In particular, in its initial comments, WorldCom argued, inter alia. that the

Universal Service Order, the Access Charge Reform Order. and the Non-Accounting Safeguards

Order illustrate that the Commission has already decided that the local call to the ISP is a separate

transmission that is distinguishable from any subsequent information service provided by the ISP.20

The FCC's rejection of the ILEC allegations of under compensation in its Access Charge Reform

Order provides even further support for this argument. In all of those recent decisions under the

\9 47 C.F.R. § 51.701.

20 Comments of WorldCom, Inc., at 8-9; Universal Service Order. paras. 83,788-789
("When a subscriber obtains a connection to an Internet service provider via voice grade access
to the public switched network, the connection is a telecommunications service and
distinguishable from the Internet service provider's service offering."); Access Charge Reform
Order. paras. 344-348, n.502; Implementation ofthe Non-Accounting Safeguards ofSections 271
and 272 ofthe Communications Act of1934. As Amended. CC Docket No. 96-149, First Report
and Order and Further Notice of Proposed Rulemaking (reI. Dec. 24, 1996) ("Non-Accounting
Safeguards Order"), para. 120.
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1996 Act, the Commission recognized the severability ofthe local telecommunications service used

to reach the ISP from the subsequent Internet infonnation service. The authority ofthe Commission

to make these detenninations under the Act is not affected by the Eighth Circuit decision and,

therefore, this matter may be decided in favor ofALTS without implicating that decision.

Finally, contrary to the ILEC comments, a ruling in favor of ALTS would in no way cede

the authority of the Commission over the Internet. At issue here is whether the Commission

intended, in its Local Competition Order, to alter the existing regulatory regime whereby ISPs obtain

local exchange service from LECs and competing LECs are compensated for the transport and

tennination ofeach other's local exchange traffic. The clear answer is that the Commission intended

no such revision. The Commission has made clear in the Internet NOI and the Access Charge

Reform Order that any inquiry into the usage of the public switched telecommunications network

by ISPs will be addressed in other proceedings.

Thus, the ALTS request should be granted, and the FCC should declare that nothing in its

Local Competition Order was intended or requires traffic to ISPs that purchase local exchange

9



service from CLECs to be treated differently than other local traffic for the purposes of calculating

reciprocal compensation for the transport and termination of telecommunications.

Respectfully submitted,

David N. Porter
Vice President, Government Affairs
WorldCom, Inc.
1120 Connecticut Avenue, N.W.
Suite 400
Washington, D.C. 20036

Dated: July 31, 1997

199165.1

Andrew D. Lipman
Richard D. Rindler
Michael W. Fleming
SWIDLER & BERLIN, CHARTERED
3000 K Street, N.W., Suite 300
Washington, D.C. 20007
(202) 424-7500 (telephone)
(202) 424-7645 (fax)
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STATE OF NEW YORK
PUBLIC SERVICE COMMISSION

At a session of the Public Service
Commission held in the City of

Albany on June la, 1997

COMMISSIONERS PRESENT:

JohnF. O'Mara, Chairman
Eugene W. Zeltmann
Thomas J. Dunleavy
Maureen O. Helmer

CASE 97-C-1275 - Proceeding on Motion of the Commission to
Investigate Reciprocal Compensation Related to
Internet Traffic.

CASE 93-C-0033 - Petition of Rochester Telephone Corp. for
Approval of a New Multiyear Rate Stability
Agreement.

CASE 93-C-0103 - Petition of Rochester Telephone Corp. for
Approval of a Proposed Restructuring Plan.

CASE 97-C-0895- Complaint of MFS Intelenet of New York, Inc.
Against New York Telephone Company Concerning
Alleged Breach of Interconnection Terms.

CASE 97-C-0918 - Complaint of ACC National Telecom Corp. Against
New York Telephone Company Concerning Alleged
Breach of the Terms of its P.S.C. Tariff No.
914.

CASE 97-C-0979 - Complaint of Cablevision Lightpath, Inc. Against
New York Telephone Company Concerning Alleged
Intention to Deny Reciprocal Compensation
Payments for Certain Local Traffic.

ORDER DENYING PETITION AND INSTITUTING PROCEEDING

(Issued and Effective July 17, 1997)

BY THE COMMISSION:

In May 1997, Rochester Telephone Corp. (RTC) filed a

petition to exclude internet traffic from the reciprocal

compensation arrangement contained in RTC's Open Market Plan

(OMP) until the Commission concludes its examination of



CASES 97-C-1275, 93-C-0033, 93-C-0103, 97-C-0895,
97-C-0918, and 97-C-0979

intrastate access charges in Cases 94-C-0095 and 284251 (the

access charge proceeding) and sets rates for network elements in

Case 95-C-0657 2 (the network elements proceeding). Under the

terms of the OMP, competing local exchange providers in the

Rochester market pay each other $.0221 per minute for terminating

local traffic. RTC petitioned to set the rate at zero for local

traffic routed to internet providers pending completion of these

cases. In support of its petition, RTC alleges that this

structure creates a perverse revenue incentive for new market

entrants to attract large volumes of inbound local traffic

originating from the incumbent carrier rather than generating

revenue by providing an array of services to customers. RTC

further alleges that this situation has caused network blockage

and required RTC to incur significant costs to upgrade its

network to avert further blockages.

In addition, New York Telephone Company (NYT) recently

took unilateral action to attempt to exclude internet traffic

from the reciprocal compensation arrangements contained in its

tariff(s) and in its interconnection agreements with other

competitive local exchange companies. In April 1997, NYT sent

letters to all of the competitive local exchange carriers with

whom it exchanges traffic, notifying the carriers that it would

not pay terminating access for traffic delivered to internet

service providers retroactive to February 1997. NYT's

justification for the exclusion of internet traffic was that such

traffic was interstate in nature, and therefore not eligible for

reciprocal compensation.

lCases 94-C-0095 and 28425 - Access Charges and Universal
Service.

2Cases 95-C-0657, 94-C-0095, and 91-C-1174 - Network Elements
and Resale Service.
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CASES 97-C-1275, 93-C-0033, 93-C-0103, 97-C-0895,
97-C-0918, and 97-C-0979

Several parties subsequently filed complaints or sent

letters 1 alleging that NYT's action was a breach of the terms of

NYT's P.S.C. No. 914 tariff and/or individual interconnection

agreements. By a letter from the Acting Director of the

Communications Division, NYT was advised that its unilateral
action regarding internet traffic had not been approved by the
Commission and that NYT should cease its attempts to avoid
payment for such traffic.

RTC believes the issue is best addressed in either the

access charge or network elements proceeding. However, although

RTC recently filed limited testimony in the access charges

proceeding (proposing that access charges be levied on internet
service providers directly for calls terminated to them), no

other party filed testimony on the issue, and no internet service

providers have participated in that proceeding. Consequently, it

does not appear that the issue will be fully developed in the

current phase of the access charge proceeding. Nor is the issue

currently under review in the network elements proceeding.

In order to consider these issues expeditiously, we

will institute a proceeding to examine the issues raised by NYT's

actions and by the RTC petition. Initially, written comments

will be solicited on these issues, including:

1) The specific characteristics of internet calling
and the unique costs associated with originating
and terminating such traffic;

2) Whether and why calls placed to a local number of
an internet service provider should be treated
differently from local calls placed to other
numbers generally; and

3) What basis exists to support the contentions of
network congestion peculiar to internet services.

lAll letters previously received by the Commission since April
1997 regarding this matter will be considered in this proceeding.
There is no need to resubmit such communication as a formal
complaint.

-3-



CASES 97-C-1275, 93-C-0033, 93-C-0103, 97-C-0895,
97-C-0918, and 97-C-0979

In the interim, RTC's petition to modify the Open

Market Plan is denied at this time. Both NYT and RTC shall not

attempt to change or deviate from the existing reciprocal

compensation structures contained in their respective tariffs,

interconnection agreements, and incentive plans without prior
Commission approval.

ADMINISTRATIVE CHANGE

In addition to the RTC Petition for Modification,

several parties filed complaints or sent letters opposing NYT's

action. For administrative purposes, the previously filed

complaints and letters will be incorporated into this newly

instituted proceeding.

The Commission orders:

1. A proceeding is hereby instituted to investigate

the issues described herein.

2. Until the Commission makes a determination to

change the treatment of internet traffic, both New York Telephone

Company and Rochester Telephone Corp. shall continue to pay other

local exchange carriers for the exchange of such traffic based

upon the approved reciprocal compensation structures contained in

their respective tariffs and interconnection agreements, and

incentive plans.

3. Rochester Telephone Corp.'s petition for a

modification of Section III.E. of the Open Market Plan is denied.

4. Interested parties shall notify the Secretary to

the Commission, within ten days of the date of this order, if

they intend to participate in this proceeding and wish to receive

copies of comments and responses in this proceeding. Parties can

fax their letter to (518) 473-2929. A list of active parties

wil ~ compiled and distributed accordingly.

5. Interested parties shall file with the Secretary to

the Commission 15 copies of comments on the issues listed herein,

-4-



CASES 97-C-1275, 93-C-0033, 93-C-Ol03, 97-C-0895,
97-C-0918, and 97-C-0979

clearly identified by topic, and serve a copy to each party on

the active parties list within 30 days of the date of this order.

6. Responding parties shall file with the Secretary to

the Commission 15 copies of reply comments, clearly identified by
topic, and serve a copy to each party on the active parties list

within 15 days of service.
7. The substance of Rochester Telephone Corp.'s

Petition for Modification of the Open Market Plan Contained in

Opinion 94-25, and Cases 97-C-0895, Complaint of MFS Intelenet of
New York, Inc. Against New York Telephone Company Concerning

Alleged Breach of Interconnection Terms; 97-C-0918, Complaint of

ACC National Telecom Corp. Against New York Telephone Company

Concerning Alleged Breach of the Terms of its P.S.C. Tariff No.

914; and 97-C-0979, Complaint of Cablevision Lightpath, Inc.

Against New York Telephone Company Concerning Alleged Intention

to Deny Reciprocal Compensation Payments for Certain Local

Traffic, are consolidated in this proceeding and the three

individual complaint cases are closed.

8. Cases 93-C-0033, 93-C-0103 and 97-C-1275 are
continued.

By the Commission,

(SIGNED)

-5-

JOHN C. CRARY
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Decision No. C97·739

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET ~O. 96A·331T

RE: THE INVESTIGATION AND SUSPENSION OF TARIFF SHEETS FILED BY US WEST
COMMUNICATIONS, INC. WITH ADVICE LETTER NO. 2617, REGARDING TARIFFS FOR
INTERCONNECTION, LOCAL TERMINATION, UNBUNDLING AND RESALE OF SERVICES.

COMMISSION ORDER

Mailed Date: July 28, 1997
Adopted Date: July 16, 1997

TABLE OF CONTENTS

I. BY mE. COMMISSION 3

A. Procedural Background 3

B. Reciprocal Compensation 5

C. Changes to Section 3 of Local Network Interconnection and Service Resale Tariff (Colo. P.U.C. No. 17) 8
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F. Tandem Switching Compensation 11

G. True-up of Interim Rates to Permanent Rates 11

H. Late Payment Fee 12

I. Operator ServicesIDirectory Assistance 13

J. Changes to Section 7 ofLocal Network Interconnection and Service Resale Tariff (Colo. P.U.C. No. 17) 15

K. E-911 15

L. Cost Models for Pricing Interconnection and Unbundled Network Elements 16

M. Cost Model ASSUl11ptions 18

N. Issues generally affecting all cost estimates 18

1. Network Operations Expenses .,.. 18

2. Corporate Overheads 4(..; 19

3. Depreciation Lives 19

4. Cost of Capital 20

O. Issues that specifically affected detennination of the pricing of the loop UNE: 21

1. Placement Costs 21



b. The Commission notes that in the FCC. in its First Report and Order. FCC 9~-

158. In the '!'-fatter of Access Charge Reform. Price Cap Performance Rev!ew for Local Exchange Carriers.

Transport Rate Structure and Pricing. and End User Common Line. concluded that the FCC should not mandate a

peak-rate pricing structure for local switching. The FCC stated that significant practical difficulties may make it

difficult or impossible to establish and enforce a rational, efficient, and fair peak-rate structure.

c. As for the Staffs proposal for peak and off-peak switching rates, we will deny

the request because we believe the record was insufficient for the Commission to properly consider whether such a

change is justified. The Commission does not believe CLEC local switching rates should be carved-out for peak

and off-peak pricing when the other services such as IXC access, which have a significant impact on USWC's

switching facilities, would not be subject to peak pricing.

C. Changes to Section 3 of Local Network Interconnection and Service Resale Tariff (Colo.
P.U.C. No. 17).

1. In light of our decision regarding call termination, USWC shall make the following

changes to its tariff:

a. Section 3.1, Sheet 1 - Description. This section will be revised to indicate that

bill and keep shall continue in accordance with Rule 4.8.

b. Section 3.4(A)1(a), Sheet 5 - Rate Structure. This sec~on shall also be

revised to indicate that bill and keep shall continue in accordance with Rule 4.8. Likewise, the language concemin8

the five percent traffic balance and joint traffic audits shall be removed.

-----~ c. Sectloa 3.4(A)l(b), Sheet S - Rate Structure. This section shall be removed.

The Commissioa bas previouaty ruled in the arbitration decisions that enhanced service traffic is local traffic anel

should not be exempted from reciprocal compensation mechanisms.

d. Section 3.4(A)Z(b), Sheet 6 - Rate Structure. This section shall be clarified to

indicate that the CLEC's rates for transpOrt rate elements need DOI'~ same as USWC's transpOrt rates.
~,.

e. Section 3.4(A)Z(c), Sheet 6 - Rate Structure. This section shall include a DSO

level direct-trUn1ced transpOrt facility.

. ~ -
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lnaarcannection AarMment in effect between the two PIFtiea. t In pertlcular. BA-MO
hed informed MFS that it would withhold paymentI fOr trIIfIIc that originlUd on SA
MD', ..twor1< 8I'Id termin*d at en I,.,.". service Provider (-IF) on MFS'
network.2 BA-MD .110 intended to seek r.runda of~ts th8t hIId aWMdy been
",.. for thia purpo•. The rMlOn given by 8A-MD for the. 8ctJana ... baled
upon IA~'I belief trial trIffic to 8M ISP il i tnIIIc Md. tt.erefore. nat
subject to the :oceJ cornpenaetlon.,~ for the ...... of
local tndftc by. the FCC Met the tMryIMd PIC. MFI included~
~ c:ontIrined the dedlionl mIIde by~ authoriti. in Oreoon,
Walhingtcn. MimeIOt8. Arizona. and COkndo supporting im position in thole
states. New York SUbsequently tOOk simit. action (see au.ehed).

On July 2. 1997. BA-MD filed its respon.. to MFS' comptaint EJA.W) ...-tl that
tnIffic delivered to ISPa il interIt8te tnlftic and~ to the jurildldlon of the FCC.
BA-MD Ibnes that Internet trafrc doeI not t-.ninate in the exd'aange wMnI it il
deli~. but il forwarded by the ISP to other tocatJonl wound the country or even
MK.Ind 1M war1d via the Internet. BA-MO cites ...,..1decisianl mllde ~ the FCC
which BA-MD beIieveI support im poIition. BA-MD .... that the Commillion
should not refy on the deCisions reach.. by commissions in ottw JtateI on thiI
illue.

I nec....... 1IIIJNWCl 1M~C..,'oI ...craaaK bclwea BA.MD" MPS 011 0I:rabcr 9. 1996.
ea. No. m I. PI.- (.). Order No. 72939.

1 BA-MD" idInDed Std'tbM it bas aetUlly 1Iepn Mahtltldilll~ ...... taIDiaIIId .ISPI.
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Comments of the TeleCommunications Division (TE~212e, TE-221e)
All: MfS IntaIeMt of u.ytand. Inc.
...., Lag No. 5IIst. 57581
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Internet would have been stymied. "The FCC "so uNIted that the -indiaent rate
structure.· ttuIl make up the ICC8SS charge systlNn would disNPt the -evolving
information services industry.· The i..... 01 how ISPt use the local networit alao did
nat ..... the FCC to art. its regul*'Y tntatment of lSP•. For example, it was
noted th8t other grou~ of customeB may have operJIting characteri.tics similar to
ISPa but are still considered end users and not carriers.

~ the FCC dedined to make ISPs subjeCt to 8CC8II ctwg.. in its Access
Ctwge Reform proCMdinQ. the issue is Still under inveetigation. In the InIa'net
~I & InforrMtion SerVa Provider Notice d Inquiry inUed on December 24,
1_. the FCC IGught comments from pertJe. that Iddra. i••U88 .'lOCilted with
1M~ of the pYblic network by ISPs. The comment periodl' are now dOled and •
deciaion il pending.

SW would .. like to emphaizlt that U. retatlonlNp between BA-MO Ind MFS i.
not -=tuaivety OM of ·bu.,... . c:r.aItDme(' but "eo OM d ·CGmDIIitcr •
~. The _lily ~ BA-MD to unu......1y withho&d peyment from WS eawteI
a financial __~ for BA-MO tNIt could det. the development rI IOCII
=mpetitian if thil activity ie not carefulfy monitored.

ConcIu.1on

BA-MO bel...... ntftc that~ Ind terT'niNItes within • Iacat~..
It'Ioutd not be oanaicIInd JacaI if thIIt "* wminalel It 8n ISP. StIIff dOlI nat
~ with thiI.....",. Ever lira the _I~...., trt
the FCC in 1113, entwact ..w:e pt<Mdln, i 'IP!z_NMl cIMIIIeCt
• -WId u...• 8nd nat ......... It i' far this reaon 'DrS" not~ ta
-=CU. dwgII that trIditioNII C8f'rietI ~ to lOCI' tlt.phone aampeni.. 181'1
pun:hae~ I.. fram It*r leal c.liw nJ PIIY the .... ,... U InY otIw
buIIrwn CUItDIMr. n..fore. under the CUI't8I1f ICX8a cNIge &'heme, adls that
.. ptaced within a lcc.1 calling area frOm one end user to another end user Ihoutd
be'canaidered • toeel call.

In C_ No. 8114 - Ph••• II, the Commillion deWmined thet termination .... for
the~ ,. ... traffic MIanO local~ Ihould be~I (0rdIr No.
~ .... 21). Since. C8U tram an ....... to ., ISP wttNn the and-i.... local
CIIIIktg.. il aloc8l ClIft. the eablilhed CIIII t.-minMion ...... Ihoufd be _ied.

RacommandatIon

SW nICOinrr-.1dl that the Commi..ion dInIct .... AtIIInItc to forw8rd ai' .."..
that have been withheld fNet this dilP'ie to MFS within 15 dayI, and thaf all fuIute
inten:annectian peyments bef~ in a timely ,...ntI'.

•
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STATE or NEW YOU DEPA.I.TMENT or PUBLIC SERVICE
I'" DWIa& ItATI fILAZA. 4UAIft. NY UZDoUII........-.: .........-"..

1011"I , O'IiUlIA
~

IUCIIIIII w. &l"WIM
o..-ra..&-

Mr. Willi_ Alla
Vic. 'r_ic1l11lt
Regulatory "tt.~.
__ Yoa:k Ttllepbon. c:~
158 Stat..SU_t
Al~&DYI 1ft 12207

..'

!lay 31, 1'"

1.I:•••lac:.......
-.-e-..c.....
... c.aAly....,

OIIU Mz'. Allan. :

.. ba". rec.i..... a 1M , ar of folMl c..la1ft~. fZ'Cll\
int.8rc:oaa.ec:tL.. local~ c:ul'i.... -:J-t1Dtr to 11_ Yozo'k
Tal"- c..-,'. em) pnIIINK_t ..,1.111I carrier. t.bat
traff1c: 4eliwncl br lift to iDCtIr'COIIDaetiDI local exr:haD;.
cur1w. != t.eniaatJ._ ~. Ia...... ....ic. 'rOY1~. 1.
ill~lIr.ta~. ia natqe .... i. _e .UPJala far r-=i~l
ccaapaDllatiOl1.. ft. iaceccOllDtlCciM loaal acbAl_ c:a.:r:%"ic-. wera
1l'1to...d of th1. via laee... fl'la Pauic:k Quail10 dac:ed April lS
aDd 11, 1"'.

1'1... 'De ..n.... tllat a. i.a~8t&~1_ aps-u•• iA
N'rT'. l.t.tan .. _to __ 1rlpfC.... lily the P\ablic: S.zvic.
c:...ussicm aDd ·1. at odell vit:ll 11ft'. CMl t~..~t of' this
traffic .. 1Atrut:ate iD i ~ u •••..-nt. of \&1.8 cbaq.. to oth..
custCM%l.
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All you lulow, t1w eex-i••i.Cft ~ procecluru t:Q adclre.s
cliangu to _ist.in; ~ari!f. or CClllaia.lOD po11e1.. on &
pro8S*=t.1ft ba.is. If 11ft bel1.... IUeh chan,•• are neee••an ·to
addr••• AllY reciprocal c...-at.1oa _etar I it should w.. t.bo••
&VC1U... lza the int.r1a... .-ct Ift"l' to pay cQllPtllUlaticft to
loc&l axchallgl curio.. far tn!t1c delivered by Nn' ~g the
uaterc:crmec:tiDg c:arri.~a fO&' teza1ft&tlotl to any tnt.ernlt Service
Prov1dera. and to pay wi~~c~••tiOD for an~ .~ch
pr~i.ou.ly delivered traffic.

ee: MaUz.. !Witt. ACe
weo ....... Culn'ia1oa
Al_ J. Haft,•. lIPS
IaMft 1M%c1u:. lfCG
IUcbae1 W, Pl_tD9
auaa.l1 II. alau
R1cbard •. Riadlar
Mlkw J:J I LilllzD
c:Mm'i. a. JU.ac:
Q.iD&., ....
X.ids J. loluut
ou. II. ~t.iD .
paula .......
SUIWID ., llarlwwica
S1&ira. H I BUt.l~

... ... SiDclzolly•

tItIa.,~
AJ,1.a "l&8ac:k
Actizlg D1....eor:
el..~1c.tioas D1viaion
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WORLDCOM, INC. were hand delivered to those parties marked with an asterisk. All others
were served by first class mail.

·Wanda Harris (2 copies)
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Washington, D.C. 20554

*Regina Keeney, Chief
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Washington, D.C. 20554
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Washington, D.C. 20037
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Seth S. Gross
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Secretary
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Mark 1. O'Connor
Piper & Marbury L.L.P.
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Washington, D.C. 20036

Christopher W. Savage
Robert G. Scott
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Suite 200
1919 Pennsylvania Avenue, N.W.
Washington, D.C. 20006



Gary L. Phillips
Counsel for Ameritech
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Washington, D.e. 20036
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