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Dear Ms. Donch:

On September 131h. Saikat Sen, Christi Shewlmm. and I of AT&T Services, Inc. met with Randy
Clarke and Doug Slollen of the Wireline Competition Bureau. During the meeting, we discussed
issues related to the implementation of Step 3 of intercarrier compensation reform adopted in the
USFIICC Trall.iforll/ar;o/l Order. The allached presentalions formed the basis of the discussion.

If you have any questions or need additional information, please do nOI hesitate to contact me.
Pursuant 10 section 1.1206 of the Commission's niles. this letter is being filed electronically with
the COlllmission.

Sincerely.

lsI Brian J. Benison

cc: Randy Clarke
Doug Siollcn



ICC Transition issues for discussion with the FCC Staff on Fridav, September
13,2013

• Rules for computing Carrier's Step I True-up Revenue 10 be included in their Step 3

Eligible Revenue. Rulc!-. as wrillen. produce... counter-intuitive outcome and therefore

should be modified ISee i.llli.lchcd write-up wilh illustrative exal11plc~l.

• Selling Step 3 Tcnnirmtillg End omcc Target Rates:
o Single (Intra plus Inler-State) Baseline and Target Compo~ilc Ralc~

o Separate Baseline and Composite Target Rates for Intra and Inter-State (as pcr

rules)

o Parity in Composite Rate doesn"' meall parity for individual ratc clements due 10

Ihe tmffic mix issue (assuming c<lrric~ have option 10 cOluinuc with their current

EO tariff ~lruCIUrcs).

o U~ing cxi!ooling Local Switching ralc.!. a... a .!.urrogatc for "Composite End Officc"

ratc't

• Calculating Stcp 3 Eligible Recovery A~!'>ociatcd with EO Rate Tran!'>ition

o Inlerstate: Compare 2011 Ba$eline with 2014 Composite Target Rate

o Inlr<lSlate: Compare "2014 Inlrashlle Composile Terminaling EO Kale" with

2014 Compo!'>ite Target Rate

• Overarching goal!'> for individual transition !'>teps varies:

o Slep I : Goal was 10 set rales 10 reach 50% of Ihe yield - parily in rale level and

structure!'> wasn'llhe primary objeclivc

o Step 2: Goal was to reach 100% rate and structural parity -unless rates for ~ornc

"functionally equivalent" rate clement~ are already below interstate. Reaching

[00% of the Slep 1 yield wasn't the primary objcctive

o Step 3 : Goal is to reach "Compositc Targcts" for Terminating End Officc Acccss

Serviccs (which would be analogouo; 10 yicld if current structures arc kept).



RULES FOR COMPUTING ANI) INCORPORATING TRUE-UP REVENUE:

51.9IS(b)(4) Expected Revenue for Access Recovery Charges. Expected Revenues for Access Recovery

Charges are calculated using rhe tariffed Access Recovery Charge rate for each c1a~l) of service and

forecast demand for each c1a~~ of service.

51.915(b)(13) True-up Revenues for Access Recovery Charge. True-up rcvcnuc!- for Access Recovery

Charge arc equal 10 EXrx;CICd Access Recovery Charge Revenues minus «projected demand miuus
actual realized demand for Access Recovery Charges) times the tariffed Accc.\~ Recovery Charge). This

calculalion shall be made separately for each clasl'o of iooCfVicc and shall be adjusted 10 rCnCCI any changes

in tariffed faleS for the Access Recovery Charge. Rc:.tlil.cd demand is the demand ror which payment ha~

been received, or has been made, as appropriate. by the time the true-up is made.

SI.9IS(d)(l}(iii) Beginning July 1.2014, a Price Cap Carrier's eligible recovery will be equal to the
CALLS Study Area Base F<lctor and/or the Non-CALLS Study Area Base Factor. as applicable.
Illultiplied by the SUIll or the amounts in paragraphs (d)( I)(iii)A-
(d)( I)(iii)E. and then Hddin&: Ihe amount in paragnlph(dHI HiiiW 10 Ihal arnounl:

SI.9IS(d)(I)(iii)(F) An amount equal to True-up Revenues ror Access Recovery Charges less EXlXcted
Revenues ror Access Recovery Charges ror the year beginning July I. 2012.

Calculations based on above rules:

Let's assume:
• Project.ed ARC Demand for a class of service = I)
• Actual Realized Demand ARC Demand for that class of service =A
• Tariffed Access Recovery Charge Rate for that CI"ss of Sen'ice =T

Expected Access Recovery Charge Revenue = IP x T I
Projected Demand times Tarirred Acces~ Recovery Charge

True-up Revenues ror Access Recovery Charge:
=[pxT]-I(P-A)xT)
=11'xTI-[PxTI+ IA xT]
=IA xTI
Expected Accc~~ Recovery Charge Revenue mintls I(Projected Demand minus Actual Realized
Demand) times Tarirred Access Recovery Ch<lrgel

As <l result. per strict interpretation or the rules. the amount associated with 51.915(d)( J)(iii)(F) would
be:

=IAxTj-)PxTI
=1 (A-P)xT)'

OTE: A company may d~idc not 10 charge ARC to certain cuslon~rclass or lines (c.g. Centrex). Ilowe,·cr. for the
purpose of ddCl"mining true-up reyenues. thcy ha"c to include all eligible lines "as if" thc)' arc charging ARC 10 all of
them..

Altern::ltive Calculations:

I Pcr this rule. any study area thm had oycr~forecasted their cligihle ARC lincs. hut actually recclvcd less rl.wenUl: fromlowcr
actual demand. will hayc negativc <tdjUSIIllCrll 10 their SICP ~ Eligihlc RCl;overy Rcycnuc. Thi, outcomc is counlcr-inluiliyc.



This calculation requires all other sections of the rull'S to be the same. but re"rite
51.915(d)(l)(iii)(F) as:

SI.9IS(dH I HiiiHF) An amoun! equal to Expectcd Rc\cnuc\ for Acce" Recovery Charge!ol for the yei.lr
hcginning July I. 10 I:! Ie,... Tnlc-up Revenue... for Acce" RecO\'ery Charge....

A... a rc ...uh. the amount i.L......oci..HCll with 51.915(d)( I )(iii)(F) would be:
= [ P x T )- [A. T [
=[(P.A)xTI'

Following illustrative examples arc based on this allernathe interpretation of rules:

EX:lmole A: Undcr~forcca:--tcd Line:-- A:-. Filed Actual

EliQ:ible Revenue (Base Period) $ 10.000.00 $ 10.000.00

Proiected ARC Lines 9.000.00 10.000.00

Filed ARC Rates $ 0.50 $ 0.50

ARC Revenue $ 4.500.00 $ 5.000.00

CAF Fundin~ $ 5.500.00 $ 5.500.00

Revenue from ARC & CAF $ 10.000.00 $ 10.500.00

Truc-Up Rc\cnuc $ - $ (500.00)

Total Revenuc wilh True~uo $ 10.000.00 $ 10.000.00

Examnlc B: O\er~foreca:-.ted Lines A, Filed ActUi.l1

Eligible Revenue (Base Period) $ 10.000.00 $ 10.000.00

Proiected ARC Line.'i 11.000.00 10.000.00

Filcd ARC Rates $ 0.50 $ 0.50

ARC Revenuc $ 5.500.00 $ 5.000.00

CAF Funding $ 4.500.00 $ 4.500.00

Revenuc from ARC & CAF $ 10.000.00 $ 9.500.00

True-Uo Revenue $ . $ 500.00

Total Revenuc wilh True-up $ 10.000.00 $ 10.000.00

2 I)er this new rule. any study arellthal tilld over-forecasted their ellgihle ARC lines. hut ;U,:IU;llly received IcSl> re\cnuc from
lower m,:tual demand. will have positive adjuslmcnllo their Step ~ Etigihte Recovery Revenue which wilt allow lhem 10
recover Ihose "under-recovered n.:vcnuc.'·


