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7KH 8QLWHG 6WDWH 7HOHSKRQH $VVRFLDWLRQ �867$� KHUHE\ UHSOLHV WR

FRPPHQWV ILOHG LQ UHVSRQVH WR WKH &RPPLVVLRQ=V 3XEOLF 1RWLFH� LQ WKH

DERYH�UHIHUHQFHG SURFHHGLQJ� &RPPHQWV ZHUH ILOHG RQ LVVXHV UDLVHG LQ WKH

VWDWH PHPEHUV= UHSRUW RQ FRPSUHKHQVLYH UHYLHZ RI VHSDUDWLRQV ILOHG RQ

'HFHPEHU ��� ���� �WKH 6WDWH 5HSRUW��
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,Q DGGUHVVLQJ WKH SULQFLSDO LVVXHV UDLVHG E\ WKH 6WDWH 5HSRUW� 867$

VWDWHG LQ LWV FRPPHQWV WKDW MXULVGLFWLRQDO VHSDUDWLRQV UHPDLQV QHFHVVDU\ DV

ORQJ DV ORFDO H[FKDQJH FDUULHUV �/(&V� DUH VXEMHFW WR IHGHUDO DQG VWDWH

UHJXODWLRQ RI UDWHV� LQ DQ\ IRUP� 8QWLO D IUHH]H LV LPSRVHG� FRVWV RI QHZ

WHFKQRORJLHV VKRXOG FRQWLQXH WR EH DOORFDWHG WKURXJK WKH H[LVWLQJ

                                               
1Public Notice DA 99-414, released February 26, 1999.
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VHSDUDWLRQV SURFHVV� $V QHZ WHFKQRORJLHV DUH LQWURGXFHG� FRVW UHFRYHU\

PHWKRGV� LI QHHGHG� FDQ EH LPSOHPHQWHG ZLWKRXW WKH QHHG WR DOWHU WKH

VHSDUDWLRQV SURFHVV�

867$ HPSKDVL]HG RQFH DJDLQ WKDW VHSDUDWLRQV UHIRUP LV QHHGHG�

VWDUWLQJ ZLWK D WUDQVLWLRQ IURP WKH SUHVHQW EXUGHQVRPH VHSDUDWLRQV SURFHVV

DQG XOWLPDWHO\ UHVXOWLQJ LQ WKH HOLPLQDWLRQ RI MXULVGLFWLRQDO VHSDUDWLRQV� 7KH

867$ SURSRVDO WR IUHH]H VHSDUDWLRQV VKRXOG EH DGRSWHG E\ WKH &RPPLVVLRQ

LPPHGLDWHO\� 7KH &RPPLVVLRQ VKRXOG QRW DGRSW WKH 6WDWH 5HSRUW=V

WUDQVLWLRQDO UHIRUP UHFRPPHQGDWLRQ EHFDXVH WKH WKUHH�\HDU UROOLQJ DYHUDJH

RI VHSDUDWLRQV IDFWRUV LW ZRXOG UHTXLUH LQFUHDVHV WKH DOUHDG\ EXUGHQVRPH

UHTXLUHPHQWV RI WKH &RPPLVVLRQ=V 3DUW �� UXOHV��

,Q WKHVH UHSO\ FRPPHQWV� 867$ H[SODLQV WKDW FRPPHQWV ILOHG RQ WKH

6WDWH 5HSRUW XQGHUVFRUH WKH LPSRUWDQFH RI DGRSWLRQ RI WKH 867$ SURSRVDO�

,Q DGGLWLRQ� VSHFLILF VXJJHVWLRQV PDGH E\ $7	7 ZDUUDQW IXUWKHU UHEXWWDO�

3DUWLFXODUO\� $7	7 UHLWHUDWHV HDUOLHU SURSRVDOV WKDW WKH DOORFDWLRQ RI ORRS

FRVWV WR WKH LQWHUVWDWH MXULVGLFWLRQ EH UHGXFHG IURP �� SHUFHQW WR ��

SHUFHQW� DQG WKDW WKH PDUNHWLQJ H[SHQVHV DQG FXVWRPHU VHUYLFH H[SHQVHV

UHFRYHUHG IURP LQWHUVWDWH FDUULHU DFFHVV FKDUJHV EH UHPRYHG IURP WKH

LQWHUVWDWH MXULVGLFWLRQ� %HORZ ZH VHW IRUWK UHDVRQV ZK\ HDFK RI WKHVH

SURSRVDOV VKRXOG EH UHMHFWHG�

                                               
247 C.F.R. Part 36.
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7KH 867$ SURSRVDO RQ VHSDUDWLRQV UHIRUP KDV UHFHLYHG ZLGHVSUHDG

VXSSRUW H[SOLFLWO\ RU FRQFHSWXDOO\ IURP RWKHU FRPPHQWHUV� DQG VKRXOG EH

DGRSWHG E\ WKH &RPPLVVLRQ� ,Q FRQWUDVW� WKH 6WDWH 5HSRUW=V SURSRVDO IRU D

WKUHH�\HDU UROOLQJ DYHUDJH RI VHSDUDWLRQV IDFWRUV KDV GUDZQ FULWLFLVP� DQG

IDOOV IDU VKRUW RI DFKLHYLQJ WUXH VHSDUDWLRQV UHIRUP� 867$ ILUVW DGYRFDWHG

LWV IUHH]H SURSRVDO LQ LWV 'HFHPEHU ��� ���� FRPPHQWV LQ WKLV SURFHHGLQJ�

,W KDV UHLWHUDWHG WKDW SRVLWLRQ LQ LWV -DQXDU\ ��� ���� UHSO\ FRPPHQWV DQG

LWV 0DUFK ��� ���� FRPPHQWV RQ WKH 6WDWH 5HSRUW� DV ZHOO DV LQ PDQ\ H[

SDUWH ILOLQJV LQ WKLV GRFNHW� 7KH HVVHQWLDO HOHPHQWV RI WKH 867$ SODQ LQFOXGH

D IUHH]H RI MXULVGLFWLRQDO DOORFDWLRQ SHUFHQWDJHV DQG FDWHJRU\ UHODWLRQVKLSV

LPPHGLDWHO\ IRU SULFH FDS FRPSDQLHV DQG D IUHH]H RI MXULVGLFWLRQDO

DSSRUWLRQPHQW IDFWRUV EDVHG RQ D WKUHH�\HDU DYHUDJH RI WKRVH IDFWRUV IURP

���� WKURXJK ���� IRU QRQ�SULFH FDS FRPSDQLHV� 7KLV IUHH]H LV DQ LQWHULP

VWHS WRZDUG WKH HOLPLQDWLRQ RI VHSDUDWLRQV� ZKLFK LV D YLWDO HOHPHQW RI WKH

867$ SURSRVDO�

7KH 867$ SURSRVDO LV VLPSOH� UHVXOWV LQ PLQLPDO MXULVGLFWLRQDO FRVW

                                               
3Comments of Ameritech at 10, Bell Atlantic at 3, GTE at 8, GVNW at 7, NECA at 5,

SBC at 8, and TDS at 11-12.

4Comments of Ameritech at 8, AT&T at 2-3, Bell Atlantic at 1-2 and 4, GTE at 8, GVNW
at 6, JSI at 2-4, MCI Worldcom at 7-8, NECA at 6, SBC at 9, Smithville Telephone Company at
9-10, Sprint at 9-10, TDS at 11-12, US West, USTA at 10-11, and Western Alliance at 9.
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VKLIWLQJ DQG� DV ORQJ DV UDWH UHJXODWLRQ FRQWLQXHV� PDLQWDLQV D XQLIRUP�

DXGLWDEOH VHSDUDWLRQV SURFHVV SURYLGLQJ UHDVRQDEOH DQG VWDEOH DOORFDWLRQV�

7KH 867$ SODQ VDWLVILHV UHSRUWLQJ UHTXLUHPHQWV DQG SURYLGHV D PRUH FRVW�

HIIHFWLYH PHWKRG IRU WKH /(&V WR SHUIRUP VHSDUDWLRQV VWXGLHV WKDQ WKH

FXUUHQW UXOHV� ,W DOVR PDLQWDLQV VWDWH DQG IHGHUDO MXULVGLFWLRQV SXUVXDQW WR

WKH KROGLQJ LQ 6PLWK Y� ,OOLQRLV %HOO 7HO� &R�
� 7KH 867$ SURSRVHG IUHH]H

FRXOG QRW EH PDQLSXODWHG�

                                               
5282 U.S. 133 (1930).

7KH WLPH LV ULSH WR LQLWLDWH SODQQLQJ IRU WKH HYHQWXDO HOLPLQDWLRQ RI

WKH FXUUHQW VHSDUDWLRQV SURFHVV� 7KH 867$ SODQ LV WKH ORJLFDO DQG FRUUHFW

PHDQV E\ ZKLFK WR VWDUW WKDW SURFHVV� ,Q FRQWUDVW� WKH 6WDWH 5HSRUW=V

WUDQVLWLRQDO UHIRUP SURSRVDO UHTXLULQJ FDOFXODWLRQ DQQXDOO\ RI D WKUHH�\HDU

UROOLQJ DYHUDJH RI VHSDUDWLRQV IDFWRUV ZLOO QRW OHDG WR VHSDUDWLRQV UHIRUP�
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AT&T proposes to allocate loop costs to the interstate jurisdiction based on

the relative interstate minutes of use, which it claims would produce an

allocation of approximately 15 percent.6  The current Part 36 of the rules

allocates 25 percent to interstate.

USTA has demonstrated on the record in this proceeding that reducing

the current 25 percent allocator to 15 percent would shift approximately $4

billion in loop cost to the intrastate jurisdiction, or approximately $2.25 per month

per loop.  This AT&T proposal is obviously self-serving and irresponsible.  It would

be completely inappropriate for the Federal-State Joint Board to consider such

a recommendation.

                                               
6Comments of AT&T at 4.
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Also, the Commission should take into account the effect that the AT&T

proposal would affect determinations made in access reform for price cap

LECs, particularly so that the impact on end users is not accelerated or

increased.  Even though 25 percent of loop costs are allocated to the interstate

jurisdiction, which are subsequently allocated to the common line basket, only

31 percent of price cap LECs= common line revenues are recovered from IXCs.7

 This equates to less than 8 percent of price cap LECs= total loop costs being

recovered from IXCs.

IV. MARKETING EXPENSES SHOULD NOT BE REMOVED FROM THE INTERSTATE 
JURISDICTION

                                               
7See Mid Year Annual Price Cap Carrier Tariff Filings, December 17, 1998.
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AT&T proposes to remove approximately $591 million of marketing

expenses from the interstate jurisdiction.8  Marketing expense is appropriately

allocated to the interstate jurisdiction.   Because many of the services that LECs

actively market to retail users benefit interexchange carriers, it is entirely

reasonable to allocate a portion of marketing expense to interstate access.  In

the Access Reform Order,9 the Commission concluded that, ΑSpecial access

and interexchange services are purchased by, and marketed to, retail

customers.  It is therefore appropriate to allow rates for those services to

continue to include recovery of marketing expenses.≅10  Marketing expense, for

price cap carriers, was removed from all access rate elements charged to IXCs

through exogenous adjustments to the charges for the common line, traffic

sensitive and trunking baskets.  Price cap LECs may recover the revenues

related to the marketing expense removed from those baskets by increasing

subscriber line charges (SLCs) for multi-line business and non-primary residential

lines.  Although these marketing expenses would be recovered through the SLC,

the associated revenues will not be considered common line revenues or

included in the base factor portion calculation.  In order to ensure that price

                                               
8Comments of AT&T at 4.

9CC Docket No. 96-262, 12 FCC Rcd 15982, at &&323-325 (1997).

10Id. at &323.
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cap LECs do not recover  the marketing expense from access services, the

Commission established a separate basket for marketing expense.11

Since the Commission has addressed this issue in the Access Reform Order,

it is unclear what AT&T=s objective is in this proceeding other than to shift

additional costs to consumers.  Such a result is counter to the objectives that the

USTA freeze proposal would achieve, as set forth in Section II above.

V. CUSTOMER SERVICES EXPENSES SHOULD NOT BE REMOVED FROM THE 
INTERSTATE JURISDICTION

AT&T asserts that the current rules over-allocate approximately $167

million of customer services expenses to interstate carrier access. AT&T=s

proposal to reallocate those expenses to the intrastate jurisdiction12 is

unreasonable.  Customer services expense reflects costs incurred to provide

services that benefit both intrastate and interstate service customers.  As GVNW

explained,13 AT&T=s assertion is illogical and unsupported in that it would remove

from interstate expenses for customer services functions related to carrier

presubscription, interstate private line and special access, interstate message

toll including WATS, and interstate subscriber line charges.  Thus, the AT&T

recommendation would unfairly burden local rates with clearly interstate

                                               
11Id. at &324.

12Comments of AT&T at 4.

13Reply Comments of GVNW in CC Docket No. 80-286, filed January 26, 1998.
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expense.

VI. CONCLUSION

For the reasons stated herein, the Commission should immediately adopt

the USTA proposal to freeze separations factors.  Also, for the reasons set forth

above, the Commission should not adopt the State Report=s transitional

recommendation that calls for calculation of a three-year rolling average of

separations factors.  Furthermore, the Commission should reject the repeated

attempts by AT&T to reduce the interstate allocation of loop costs and to

remove marketing expenses and customer service expenses from the interstate

jurisdiction.

Respectfully submitted,

UNITED STATES TELEPHONE ASSOCIATION

By  /s/ John W. Hunter             

Its Attorneys:      Lawrence E. Sarjeant
     Linda L. Kent
     Keith Townsend
     John W. Hunter

Porter E. Childers,      1401 H Street, NW
Executive Director      Suite 600
Legal & Regulatory Affairs      Washington, DC  20005
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National Cable Television Assn.
1724 Massachusetts Avenue, NW
Washington, DC 20036

Mark P. Sievers
Sprint
8140 Ward Parkway
Kansas City, MO 64114

Ronald J. Binz
Phillip F. McClelland
NASUCA
1133 15th Street, NW
Suite 575
Washington, DC 20005

Paul Rodgers
Charles d. Gray
James Bradford Ramsay
1102 ICC Building
P.O. Box 684



Washington, DC 20044

J. Manning Lee
Teleport Communications Group, Inc.
Two Teleport Drive
Suite 300
Staten Island, NY 10311

Kathryn Marie Krause
U S WEST
1020 19th Street, NW
Suite 700
Washington, DC 20036

Betty Montgomery
Duane Luckey
Steven T. Nourse
PUC of Ohio
180 E. Broad Street
Columbus, OH 43215

Gina Harrison
Pacific Telesis
1275 Pennsylvania Avenue, NW
Suite 400
Washington, DC 20004

Maureen A. Scott
Commonwealth of Pennsylvania
Pennsylvania PUC
P.O. Box 3265
Harrisburg, PA 17105

Edwin H. Eichler
Pigeon Telephone Co.
7585 W. Pigeon Road
Pigeon, MI 48755

Joe D. Edge
Elizabeth A. Marshall
Richard J. Arsenault
Drinker Biddle & Reath
901 15th Street, NW
Washington, DC 20005



Emmanuel Staurulakis
John Staurulakis, Inc.
6315 Seabrook Road
Seabrook, MD 20706

F. Stephen Lamb
TCA, Inc.
3617 Betty Drive - Suite I
Colorado Springs, CO 80917

Charles D. Metcalf
UTELCO, Inc.
827 16th Street, NW
P.O. Box 88
Monroe, WI 53566

Maria Tankenson Hodge
Virgin Islands PSC
P.O. Box 40
Charlotte Amalie
St. Thomas, VI 00804

Marc A. Stone
Fred Williamson & Associates, Inc.
2921 East 91st Street
Suite 200
Tulsa, OK 74137

Burl Miner
Central Montana Communications, Inc.
P.O. Box 751
Havre, MT 59501

Gregory Killpack
Emery Telephone
150 South Main
P.O. Box 629
Orangeville, UT 84537

Hugh A. Wells
Robert P. Gruber



North Carolina Utilities
P.O. Box 29510
Raleigh, NC 27626

Arlyn C. Solomon
Golden Belt Telephone Assn., Inc.
103 Lincoln Street
Rush Center, KS

Dennis Kaiser
Gulf Telephone Co.
Drawer 670
Foley, AL 36536

Gary E. Miller
Oregon Telephone Corp.
One Telephone Drive
P.O. Box 609
Mt. Vernon, OR 97885

Joseph DiBella
NYNEX
1300 I Street, NW
Suite 400 West
Washington, DC 20005

Maurice Gene Hand
Nebraska PSC
300 The Atrium, 1200 N street
P.O. Box 94927
Lincoln, NE 68508

Susan E. Wefald
Leo M. Reinbold
PSC of North Dakota
600 E. Boulevard
Bismarck, ND 58505

Mitchell F. Brecher
Fleischman and Walsh, L.L.P.
1400 6th Street, NW
Washington, DC 20036



OPASTCO
21 DuPont Street, NW
Suite 700
Washington, DC 20036

Bonnie Kimmel
Gervais Telephone Co.
P.O. Box 268
489 3rd Street
Gervais, OR 97026

John C. Gunn
Filer Mutual Telephone Co.
401 Main Street
P.O. Box 89
Filer, ID 83328

Dr. Lee L. Selwyn
Susan M. Baldwin
Economics and Technology, Inc.
One Washington Mall
Boston, MA 02108

David R. Poe
Catherine P. McCarthy
LeBoeuf, Lamb, Green & MacRae, L.L.P.
1875 Connecticut Avenue, NW
Suite 1200
Washington, DC 20009

S. Michael Jensen
Great Plains Comms.
1635 Front Street
P.O. Box 500
Blair, NE 68008

Steven G. Sanders
Northern Arkansas Telephone Co., Inc.
301 East Main Street
Flippin, AR 72634



Rocky Mountain Telecommunications Assn.
P.O. Box 1082
Pinetop, AZ 85935

David S. Fauske
Arctic Slope Telephone Assn. Corp.
4300 B Street
Suite 501
Anchorage, AK 99503

Dale Flach
Dell Telephone Coop., Inc.
P.O. Box 678
Dell City, TX 79837

John C. Metts
Penasco Valley Telephone Coop., Inc.
4011 West Main
Artesia, NM 88210

Karen Buller
National indian Telecommunications Institute
500 N. Guadalupe
Suite G-60
Santa Fe, NM 87501

Jerry Shaw
North Central Telephone Coop.
P.O. Box 70
Lafayette, TN 37083

Richard McKenna, HQE03J36
GTE
P.O. Box 152092
Irving, TX 75015

Gail L. Polivy



GTE
1850 M Street, NW
Suite 1200
Washington, DC 20036

Blossom A. Peretz
Department of the Treasury
31 Clinton Street
11th Floor
P.O. Box 46005
Newark, NJ 07101

Ray Marner
Kalona Cooperative Telephone Co.
510 B Avenue
P.O. Box 1208
Kalona, IA 52247

Mary E. Burgess
NYDPS
Three Empire State Plaza
Albany, NY 12223

David Cosson
L. Marie Guillory
Steven E. Watkins
National Telephone Cooperative Assn.
2626 Pennsylvania Avenue, NW
Washington, DC 20037

Boyd Spiker
Rock Port Telephone Co.
P.O. Box 147
107 Opp Street
Rock Port, MO 64482

Richard A. Finnigan
WITA
1201 Pacific Avenue
Suite 1900
Tacoma, WA 98402

Gary E. Miller
North-State Telephone Co.
One Telephone Drive



P.O. Box 609
Mt. Vernon, OR 97865

Rockland Telephone Co.
P.O. Box 269
Rockland, ID 83271

Toledo Telephone Co.
P.O. Box 669
Toledo, WA 98591

Tenino Telephone Co.
225 Central Avenue West
P.O. Box 4005
Tenino, WA 98589

Farmers Telephone Co.
615 Iowa Street
P.O. Box 179
Essex, IA 51638

Ketchikan PUC
748 Miller Ridge Road
Ketchikan, AK 99901

Southern Kansas Telephone Co.
112 S. Lee
P.O. Box 457
Clearwater, KS 67026

Cross Telephone Co.
1201 Walnut Bottom Road
Carlisle, PA 17013



Alma Telephone co.
101 Mercer Street
P.O. Box 2027
Alma, GA 31510

Northeast Florida Telephone Co.
130 North Fourth Street
Macclenny, FL 32063

Molalla Telephone Co.
P.O. Box 360
Molalla, OR 97038

Ragland Telephone Co.
P.O. Box 577
Ragland, AL 35131

Beaver Creek Coop.
16680 S. Spangler Road
P.O. Box 169
Beaver Creek, OR 97004

Rural Utilities Service
US Department of Agriculture
Washington, DC 20250

Willard Telephone Co.
Route 2, Box 84
Merino, CO 80741



Sunflower Telephone Co.
908 W. Frontview Street
P.O. Box 199
Dodge City, KS 67801

Gila River Telecommunications
7065 W. Allison Road
P.O. Box 5015
Chandler, AZ 85226

Bledsoe Telephone Coop.
203 Cumberland Avenue
P.O. Box 609
Pikesville, TN   37367

Kalama Telephone Co.
290 N. First Street
P.O. Box 1067
Kalama, WA 98625

Silver Star Telephone Co.
104101 Highway 89
P.O. Box 2261
Freedom, WY 83120

Northland Telephone Co.
2401 Congress Street
Portland, ME 04102

Hopper Telecommunications
P.O. Box 10
Walnut Grove, AL 35990

Cowiche Telephone Co.
61 Cowiche City Road



P.O. Box 401
Cowiche, WA 98923

New Hope Telephone Co.
P.O. Box 38
New Hope, VA 24469

Haviland Telephone Co.
P.O. Box 308
Haviland, KS 67059

Lincoln Telephone Co.
500 South 16th Street
Lincoln, NE 68508

International Transcription Service
1231-20th Street, NW
Washington, DC 20036


