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Ex parte Notice
November 9, 1998

Magalie Roman-Salas
Secretary
Federal Communications Commission
445 12th Street, SW - TW-A325
Washington, DC 20554

RE: CC Docket No. 80-286

Dear Ms. Roman-Salas:

On November 7, 1998, John Schrotenboer, and Porter Childers, representing the United
States Telephone Association (USTA), met with Lorraine Kenyon of the Federal-State Joint
Board staff to discuss USTA's position regarding issues in the Federal-State Joint Board on
Separations Reform proceeding. The attached material was the basis for the presentation and
discussion.

The discussion was consistent with USTA's Comments and Reply Comments on file in
this proceeding.

In accordance with Section 1. 1206(a)(l) of the Commission's rules, two copies of this
notice are being submitted to your office today. Please include it in the public record of this
proceeding.

Respectfully submitted,

Porter E. Childers
Executive Director-
Legal & Regulatory Affairs

attachment

cc: Federal-State Joint Board Service List

1401 H STREET NW SUITE 600 WASHINGTON DC 20005 2164 202.326.7300 202.326.7333 www.usta.org
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Legal Basis for
Jurisdictional Separations

• There is curren~y a legal requirement to define
jurisdictional responsibilities for costs and expenses.

• Each jurisdiction must then allow charaes at a
level designed to fairly compensate LEes for
services under its authority.

• Jurisdictional separation of costs is necessary so
long as local exchange carriers remain subject to
federal and state regulations - including price
cap regulation.

• The Telecom Act of 1996 did not change 47
U.S.C. § 221 (c).
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USiA's Separations Freeze Proposal

Two-Tiered Approach:

Price Cap Carriers:

• Immediate freeze of allocation factors and
categorization relationships as of 12/31/97

Rate of Return Carriers:

• Immediate freeze of allocation factors based on
an average of 1994,1995, and 1996 data

• Continue current categorization process

USTA---------~



Meets Criteria Recommended by
FCC Commenters Evaluating the
Existing Separations Process

• Competitive neutrality
• Administrative simplicity
• Regulatory streamlining
• Maintains principles of cost causation

• Avoids jurisdictional cost shift

• Maintains jurisdictional separations
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USIA's Separations Freeze ProF

Example
Price Cap Carriers - Central Office Equipmel1

BASE YEAR FUTURE YEAJ

Category Interstate
Subj to Sep Ratio Interstate Factor Subj to Sep Interstate

Account 2210 (0) (6=0/tot a) (c) (d=c/a) (e=tot e*b) (f=e·d)

1. Tandem Switching 18,000 0.0594 9,400 0.5222 20,792 10,858

2. Local Switching 285,000 0.9406 34,500 0.1210 329,208 39,851

3. Total 303,000 OOסס.1 43/900 0.1449 350,000* 50,710

Account 2220

4. Operator Systems 40 0.0092 40 OOסס.1 46 46

5. Service Observing Boards 5 0.0011 - OOסס.0 6 -

6. Auxiliary Service Boards 4,200 0.9622 680 0.1619 4,811 799

7. Traffic Service Positions 120 0.0275 7 0.0583 137 8

8. Total 4,365 OOסס.1 727 0.1666 5000· 833,

* For future years, the only input required is the total dollar amount in the account subject to separations.



USTA's Separations Freeze Propo~

Example
Price Cap Carriers - Cable and Wire Facilities

M

BASE YEAR FUTURE YEAR(S)

Category Interstate Total
Subj to Sep Ratio Interstate Factor Subj to Sep Interstate Interstu

Account 2410 (a) (b=o/tot a) (c) (d=c/a) (e=:tot e*b) (f=e*d) (9=:tot f/t<

1. Cat. 1 C&WF loop· Msg 523,000 0.7259 131,000 0.2505 598,855 150,000

2. Cat. 1 C&Wf loop - PI 27,500 0.0382 11,300 0.4109 31,489 12,939

3. Cat. 2 C&Wf Exch Trunk - Msg 50,700 0.0704 5,300 0.1045 58,053 6,069

4. Cat. 2 C&WF Exch Trunk - PI 2,000 0.0028 1,500 0.7500 2,290 1,718

5. Cat. 3 C&WF IX Trunk - Msg 32,500 0.0451 22,000 0.6769 37,214 25,191

6. Cat. 3 C&WF IX Trunk - PI 5,800 0.0080 3,200 0.5517 6,641 3,664

7. Cat. 4 C&WF Host/Remote Trunk - Msg 76,500 0.1062 8,700 0.1137 87,595 9,962

8. Cat. 4 C&WF Host/Remote Trunk· PI 2,500 0.0035 300 0.1200 2,863 344

9. Total 720,500 OOסס.1 183,300 0.2544 825,000* 209,855 0.254

• For future years, the only input required is the total dollar amount in the account subject to separations.



USTA's Separations Freeze Proposal

Example
Rate of Return Carriers - Central OHice Equipment

1996 1994 1995 1996 Average 1997
Interstate Interstate Interstate Interstate

InterstateSubj to Sep Interstate Fodor Fodor Factor Fodor· Subj to Sep
lh)=:lg)·(fj(a) (b)=lat(e) (c) (dl (el lfI=((cl+ (9)

Account 2210 (dl+(e))/3

1. Tandem SwitehinQ 10,000 5,200 0.5000 0.5100 0.5200 0.5100 10,500 5,355

2. Local Dial Switching 200,000 95,000 0.4500 0.4650 0.4750 0.4633 222,500 103,092

3. Total 210,000 100,200 233,000 108,447

Account 2220

4. Operator Systems 400 400 1.0000 1.0000 1.0000 1.0000 405 405

5. Service Observing Boards 100 - 0.0000 0.0000 0.0000 0.0000 110 -

6. Auxiliary Service Boards 50 4 0.0600 0.0760 0.0850 0.0737 51 .4

7. Traffic Service Positions 500 88 0.1666 0.1678 0.1767 0.1704 550 94

8. Total 1,050 493 1,116 502

• For future years, the average interstate factors would be used as the separations allocators •
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USIA's Separations Freeze Proposal

Example
Rate of Return Carriers - Cable and Wire Facilities

1996 1994 1995 1996 Average 1997
----- Interstate Interstate Interstate Interstate
Subj to Sep Interstate Foetor Fador Fodor Fodor· Subj to Sep

Interstate
{h}=(g)·(fI(a) (b}=(a)·(e) (e) (d) (e) (f)=((e)+ (g)

Account 2410 (d)+(e))/3

1. Cat. 1C&WF Loop· Msg 523,000 132,058 0.2495 0.2520 0.2525 0.2513 525,000 131,950

2. Cat. 1C&WF loop - PI 27,500 11,138 0.4035 0.3986 0.4050 0.4024 28,000 11,266

3. Cat. 2 C&WF Exch Trunk - Msg 50,700 5,324 0.0985 0.1120 0.1050 0.1052 51,000 5,364

4. Cat. 2 C&WF Exch Trunk - PI 2,000 1,520 0.7400 0.7500 0.7600 0.7500 2,000 1,500

5. Cat. 3 C&WF IX Trunk - Msg 32,500 22,019 0.6875 0.6750 0.6775 0.6800 33,000 22,440

6. Cat. 3 C&WF IX Trunk - PI 5,800 3,132 0.5430 0.5395 0.5400 0.5408 6,000 3,245

7. Cat. 4 C&WF Host/Remote Trunk - Msg 76,500 8,415 0.1095 0.1130 0.1100 0.1108 77,0CIJ 8,534

8. Cat. AC&WF Host/Remote Trunk - PI 2,500 319 0.1150 0.1250 0.1275 0.1225 3,000 368

9. Total 720,500 183,923 725,000 184,666

• For future years, the average interstate fadors would be used as the separations allocators

.....

.....
c
(D

(D

00

.....
'"
c
(D

cD
~

o
-I

'"'"(C
-I
0':
C
te'

:::c
rr
if

.....
'/
'/

l
tt

--



Advantages of USTA's
Separations Freeze Proposal

• Promotes competitive neutrality and administrative
simplicity

• Significant streamlining of the regulatory process
• Continues to allow for the processing of cost data

through the FCC Parts 32, 64, 36, and 69 rules

• Easily auditable
• Continues to provide required data for Federal and

State Monitoring Reports

• Continues to provide required data for FCCls
ARMIS 43-04 Report
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Revenue Requirement Iml?acts
of Different Separations Changes

Interstate Revenue Requirement.

ARMIS NECA ARMIS+NECA
Companies Companies Companies
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Current - USTA Proposal $22,276,850,000 $1,496,307,000 $23,773,157,000
Current - Loop $22,276,850,000 $1,594,962,000 $23,871,812,000 z

IT'
Vl

USTA Proposal $22,254,968,000 $1,483,861,000 $23,738,829,000
....
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/'
I

r
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loop Allocated @15% $18,219,641,000 $1,299,796,000 $19,519,437,000

loop Allocated @SLU $17,896,073,000 $1,387,916,000 $19,283,989,000

2. ARMIS companies based on 1996 & 1997
ARMIS 43-04 data. NECA companies
based on 1994, 1995, 1996 data.

different forunts are A
Th base year omo. I r!he UST U STANOTES: 1. ~NECA Compo~es Allocator change. ~. ~
P soland !he op f ihe comfXlntes In ''''-::: ;~se only a'f~ubtseio~owos used for !he rf';.quanti Ica .
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Loop Allocated @15%

ARMIS Cos.
NECACos.

Loop Allocated @ SLU
ARMIS Cos.
NECACos.
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ARMIS Cos.
NECA Cos.

USTA Proposal

Revenue Requirement Im~acts
of DiHerent Separations Changes

Shift to State - Per line per Month
Average Range

$0.02 $(33.66) - $15.71
$0.01 $( 1.33) - $1.40
$0.16 $(33.66) - $15.71

$2.25 $1.05 - $64.64
$2.19 $1.15 - $4.35
$3.55 $1.05 - $64.64

$2.37 $(78.36) - $58.70
$2.37 $(2.64) - $5.41
$2.49 $(78.36) - $58.70

NOTES: 1. For the USTA proposal 78.6% of the NECA Companies
had impacts less than +/- $2.00; 89. 1% were less than
+/- $3.00; 96.8% were less than +/- $5.00. Only 19
Companies had impacts greater than +/- $5.00.



If the USTA P~opo~al Is Adopted,
the Issues Raised In the Notice on
These Subiects Are Resolved:

• Marketing expenses
• Spare facilities
• Customer service expenses

• White Pages

•
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USTA SEPARATIONS REFORM MODEL
USTA FREEZE ALTERNATIVE

(ARMIS Cos. are 1997 Dollars; NECA Cos. are 1996 Dollars)

USTA PROPOSAL
SHIFT TO STATE

COMPANY # BASE DIFFERENCE
(MASKED INTERSTATE INTERSTATE TOTAL PER LOOP

STATE NAME) LOOPS ASSIGNMENT ASSIGNMENT DIFFERENCE PER MONTH

(A) (8) (e) (0) (E) (F) =(D) - tE) (G) =(F) f (C) f 12

AK 632 64 $135241 $135241 $0 $0.00
AK 551 116 $194,405 $196693 ($2,288 ($1.64)
AK 126 491 $529,637 $519,889 $9748 $1.65
AK 11 779 $825343 $n2,722 $52,621 $5.63
AK 32 993 $803,907 $758,454 $45,453 $3.61
AK 79 1,650 $2,098909 $2,053,281 $45,626 $2.30
AK 117 1,741 $905,834 $869,954 $35660 $1.72
AK 105 1,792 $649,606 $609,476 $40,130 $1.67
AK 154 2,040 $550 223 $519,264 $30956 $1.26
AK 40 2,673 $1,489,423 $1,382,018 $107,405 $3.35
AK 56 3,886 $3,729906 $3,601 411 $126495 $2.75
AK 504 4,900 $1,187,067 $1,229,933 ($42,866 ($073)
AK 270 4,992 $2,974,403 $2,950334 $24,069 $0.40
AK 571 5007 $4,643,073 $4,792,362 ($149,269 ($248)
AK 345 9,881 $2,866,708 $2,855,948 $10760 $0.09
AK 258 11,494 $4,134109 $4,070 689 $63,220 $0.46
AK 269 22.174 $4,575058 $4,465715 $109,343 $0.41
AK 420 33224 $7,019,627 $7,112,991 ($93364 ($023)
AK 198 40,476 $12,179,672 $11,783470 $396,202 $082
AK 299 42,361 $10,475,873 $10,352,529 $123,344 $0.24
AK 199 151,924 $27,343,024 $25,875,662 $1467,163 $0.80

AK Tolal 342,660 $89,311,049 $86906,437 $2,402612 $0.58
AKMax $563
AKMin ($2.48)
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USTA SEPARATIONS REFORM MODEL
LOOP ALLOCATOR ALTERNATIVES

(ARMIS Cos. are 1987 Dollars; NECACos are 1996 Dollars)

Loop@25% loop@15% loop@SLU
SHIFT TO STATE SHIFT TO STATE

COMPANY t# BASE DIFFERENCE DIFFERENCE
(MASKEO INTERSTATE INTERSTATE TOTAL PER lOOP INTERSTATE TOTAL PER lOOP

STATE NAME) lOOPS ASSIGNMENT ASSIGNMENT DIFFERENCE PER MONTH ASSIGNMENT DIFFERENCE PER MONTH

(A) (B) (C) (D) (E) (FI"' (D) - (E) (0)· (F) I (e) 112 (H) (II"' (D) - (H) I(J}" (I) I (CI/12
14< 5 125 $189,261 $155,913 $33,348 $22.23 $306,800 -$117,539 ($7836
/IJ( 19 754 $813,549 $703,561 $109,988 $12.16 $710,452 $103.097 $11.39
AA 27 1,015 $792,129 $671,244 $120,885 $9.92 $711,416 $80,712 $6.63
AA 33 4,788 $2,974,778 $2,444,806 $529,972 $9.22 $3,067,020 -$92,242 ($1.61)

AI< 35 4,164 $3,753,612 $3,303,346 $450.265 $9.01 $4,613,432 -$859.820 ($1721)
AK 56 5,231 $4.649,739 $4,170,910 $478,629 $7.63 $3,871.694 $778,045 $12.39
AA 71 2.008 $2,101.360 $1,928.986 $172,373 $7.15 $2,372.295 -$270,936 ($11.24)
AA 64 67 $130,274 $124.806 $5.468 $6.80 $138,141 -$7.867 ($9.78
AA 105 41,908 $13,492,072 $10.363.661 $3,128,412 $6.22 $11,535,219 $1.956.853 $3.89
AA 124 518 $522,402 $485,902 $36,501 $5.87 $528,863 -$6,461 ($1.04)
AA 158 1,862 $881,147 $763.389 $117.757 $5.27 $941,368 -$60,221 ($2.70)
AA 180 2.878 $1.480.879 $1.304.678 $176,200 $5.10 $1,452,029 $28,850 $0.84
AA 183 43,632 $10,618,206 $7957,789 $2,660,417 $5.08 $9.061,593 $1.556,612 $2.97
/IJ( 210 2,167 $648,113 $522,893 $125,220 $4.82 $598,012 $50.101 $1.93
AI{ 211 1,861 $850,304 $742,879 $107,425 $4.81 $920,326 -$70.021 ($314
AK 323 12,796 $4,041,964 $3,446,718 $595,246 $3.88 $4,101,301 -$59,337 ($0.39)
AA 387 10,042 $2,827.515 $2,401,059 $426,455 $3,54 $3,002,061 -$174.546 ($1.45)
AI<. 415 33,924 $6,799,138 $5.429,418 $1,369,720 $3.36 $5.290,227 $1,508,911 $3.71
AA 556 22,313 $4,615.541 $3,992,449 $623,091 $2.33 $4.387,610 $227,930 $0,85
AA 562 157,299 $27,110.191 $22,758,658 $4,351,533 $2.31 $23,827,165 $3.283,026 $1.74
AI<. 567 5,136 $1,168,319 $1,039.228 $129.090 $2.09 $1,305,425 -$137,106 ($2.22)

AK Tolal 354,488 590,460.492 $74,712,294 $15,748,198 $3.70 $82.742,451 $7,718,041 $1.61
AKMln $2.09 ($78.36)
AKMax $22.23 $12.39
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USTA SEPARATIONS REFORM MODEL
LOOP ALLOCATOR ALTERNATIVES

(ARMIS Cos. are 1997 Dollars; NECACos. are 1996 Dollars)

loop@25"1o loop@40°.4 loop ~ 33 1/3"10
SHIFT TO STATE SHIFT TO STATE

COMPANY II BASE DIFFERENCE DIFFERENCE
(MASKED INTERSTATE INTERSTATE TOTAL PER lOOP INTERSTATE TOTAL PER lOOP

STATE NAME) lOOPS ASSIGNMENT ASSIGNMENT DIFFERENCE PER MONTH ASSIGNMENT DIFFERENCE PER MONTH

IAl (B) ee) (Dt (K) (L) II (0) - eK) I(M) =ell I (Ct/12 (N) (0) II (D) • (Nt ICPI- (011 (e) 112
AX 5 125 $189,261 $239.283 -$50,022 1$33.35 $217,050 -$27.790 ($18.53
AX 19 754 $813,549 $983,195 ·$169,646 ($18.75 $907.223 -$93,674 1$10.35
AX 27 1.015 $792,129 $976,187 -$184.058 /$15.11 $894.037 -$101.908 ($8.37
AX 33 4,788 $2.974.178 $3.766,144 -$791,366 ($13.77 $3.414,425 -$439,646 /$7.65
At< 35 4,164 $3,753,512 $4,425.421 .$571,809 ($13.44 $4,128,808 -$375.196 ($1.51
N< 56 5,231 $4.649,739 $5,359.621 -$719,882 ($11.47 $5,049,574 -$399,935 ($6.37
AA 71 2,008 $2,101,360 $2.368.878 -$267,519 '/$11.10 $2.248,733 -$147,374 ($6,12
N< 84 67 $130,274 $138,471 ·$8,203 ($10.20 $134,831 -$4,557 ($5.6
At< lOS -41,908 $13.492,072 $18,184,590 -$4,692,616 ($9.33 $16,099,072 -$2,606,999 ($5.18
AX 124 518 $522,402 $577,153 -$54,751 -(S8.81 $552.819 -$30.417 ($4.89
AI< 158 1,862 $881.147 $1.064,692 -$183,546 ($8.21) $982,039 -$100,892 ($4.52
AX 180 2,878 $1,480.679 $1,753,131 -$272,252 ($7,88 $1,632,129 -$151,250 ($4.38
AI< 183 43,632 $10,618,206 $14,608,852 -$3,990,646 /$7.62 $12,835,221 -$2,217,015 ($423
M 210 2,167 $648,113 $844,005 -$195,892 ($7.53 $755,150 -$107,637 ($4.14
AA 211 1,861 $850,304 $1.020.859 ,$170,555 1$7.64 $945,056 -$94,752 ($4.24
JlJ<. 323 12,796 $4,041,964 $4,929,815 -$887,851 ($5.78 $4,537,965 -$496,001 $3.23
M 387 10,042 $2,827,515 $3,464,375 -$636,861 1$5.28 $3,182,889 -$355,374 $2.95
M 415 33,924 $6,799,138 $8.853,723 -$2,054,585 ($5.05 $7,940,569 -$1,141,431 $2.80
N< 556 22,313 $4,615,541 $5,541.556 ·$926,016 ($3.46 $5,132.258 -$516,718 $1.93
No. 562 157,299 $27,110,191 $33,643,554 -$6,533,363 ($346 $30,738,nS -$3,628,584 $192
AI< 587 5,136 $1,168,319 $1,369,785 ·$201,466 ($3,27 $1,280,246 -$111.927 $1.82

AK Total 354,488 $90,460,492 $114,123,397 -$23,662,905 ($5.56 $103,609,571 -$13,149,080 $309
AKMill ($33.35 ($18.53)
AKMllx ($3.27) ($1.82)
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