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CASE BACKGROUND 

ParL IT of the Federal T··lc·commurn cat 1o ns Act o ( 19' f) 1Act . 
! .L. 104 104, 10tllh Congrl.'!~>~ l~Y5, se s f o rth pr o v1s1ons 
regarding the development of c o mpetitlV•? m.;z kets in the 
tr·1erommunJ.catinns industry Sect1 u n 2') 1 o f th• Act ll·q.;rd~; 

1nterconnection Wlth the incumbent local cxchungP cartlt· r. title! 
Section 252 sets f orth the p1ocedures for rH"goti;nion, 
dthlrr·utlon, .::rnd approval o f agreements. 

Sect1on 252(b) addresses agreements arrived through 
compulsory arbitration. Spec1f1call y, Sect r o n 2'.>2 ( b ) (1 ) s dtr·t~· 

( l ) Arbitrat1.on.- Dur1ng he per1od ft o m t.1c 135th t c• 
160th day (inclus ive) aLter Lhe dale o n wl11 ·han 
i nr::umbent local exchange cal r1er rect· 1 vt·~; a request f o r 
negotiation under Lhis section , Lhe c.1r 1 rt ·t or an~' 

other party to t he negotiation may p1•t 1 t i o n i'l SLate 
c ornmisnion t o arbitt.ltc dny open isBtH•!; 

Sect:: ion 252 (b) ( 4 ) (c) states that the State c ommi::;s1on shall 

resolve each 1.ssue set forth in thf' peutt o n and response•, tf 
i1ny, by imposing the appro pr1ate condlLlUfl~ ,I~ rcqu1 1·cd. Tills 
:;,•cttotl t •·quJ r <>s this ComrnJ~Hnon to conclt tdf' tlH .. rC'solutJtlll o f 
any unresolved issues no t late r than 9 mo ntlw .Jtter th · d.1t•· u n 
which the local exchange carr1e r recei vcd t.lw request undC'z this 
section . 

On Aptil 18 , 1996, Amc: tl Cc..lll CornmunH·.ttrc,rtn ~· ··rvJ cP: ; , lt1<· ., 
American Communications Serv 1ces of Jackso nv 1 lle, 1 nc ., c..~nd 

American Communications Services of Tampa, Inc. (collectlVP ly 
ACSI) requested that GTE Florida Incorporated (GTEFL) begtrl 
negotiations for an interconnectio n agreement pursuanr t o Sr>c L1 o n 
252 of the Act. On September 26, : <.J 96, ACSI flled it:.s petrt i o n 
for arbitration w1th GTEFL. Docktt. No. 961169 TP wa s est..JIJJ u;h.·d 
for ACSI's petition . 

On April J9, 1996, Spnnt Communlcations Company LimJtc•d 
l '.tr ln•·r·:dlrp {Spr 1nt) Jf' ' IU'·Hl "d 1 ht~L GTEFL bc>CJin n~'qO t ldl 1<>11!; f c 1 

drt J.nLer<.:onnectlon agreemenL putsuanL to S<><.:Llun 2~2 o f t h·· Ac·t 
On September 26, 1996, Sprint f 1.led a pet 1 t 1.00 for arb1 t ta u o n o f 
unresolved issues pursuant to Sect 1on 252 o( the Act:. Dock.·t No . 
961173-TP was established for Spr1nt's pet1t1on. 

Docke t s 96116 q - TP and 961173 -TP were c-onBu1 1 du Led dlld !jc•t 
for hearing by Order No . PSC-96 - 1283-PCO- TP, issued Octobet 1~. 

1996. However, ACSI filed a Notice of Withdrawa l of lLs PeLiLio r. 
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for Arbitration with GTEFL o n October 30 , 1996. Accordingly, 
Docket No . 961169 was closed. 

Th·· lniLial Ordet EsLabllshtng ProcedUI(c! , 111 DockeL No . 
961173-TP , established the ke y procedural c:venLs and a he ar1ng 
was set for December 5 - 6, 1996. See Ord01 No . PSC - 96 1283 PCO 
TP, issued October 15, 1996. 

On September 27 , 1996, FCC Order 96 -325 was tempora11ly 
stayed. Oral arguments were heard on October 3 , 1996 , and a sLay 
was granted on October 15, 1996 on Section 252(i) and the pttctng 
portion of the Order . Th0 stay has been upheld by tht> Ur11Lcd 
States Supreme Court. 

On D~cember 5 - 6 , 1996 a hearing was lwld for this doc ke 

& -
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EXECUTIVE S UMMARY 

Issues 1, 6-8 , and 11 - 22, have bPen withdrawn or stipul t e d . 

Issue 2 addresses the p ri c e of each ol he following lLerns : 

Netwotk Interfat:e lk v t e l' 

Local Loop 
Local Switching 
Interoff1ce Transm1ss1on Fac1l1t1es 
Tandem Swi tching 
Signaling a nd Call Related DaLabas~s 

Staff is rec ommending that thP Commissio n set taLes 1s outl1 n~d 

in t hP staff dnalysis . 

Issue 3 addtesses wlwtlwt o r no t GTJ.: FL :;llo uJd be· p t o hJbJI ··d 

from placing any limitations o n Sprint's auilll y t o comb1ne 
unbundled network elements w1th one a nother , or with tPsold 
services , o r with Sprint' s or a th1rd party ' s fa c ilities , Lo 
prov1de telecommunications serv1 ces o consumers in any mann~r 
Spr 1nt chooses . SLa f f recomm"nds t. ha GTEFL bP 1 r·qu i 1 Pd t o .t I 1 <'w 
Sprint t he ability to combine unbundled netwo z k r:! lf·m~tlLS 111 dllY 

manner they choose, includ1ng recrea 1ng e x1s 1ng GTEFL s e t vi c e s 
as provided in Section 251 (c ) (3) of t he Act, and us prov1dc·d tn 
the FCC ' s Order. 

Issue 4 addresses wha t se rvices pro vide d by GTEFL, 1f any , 
should be e xcluded from resale . Staff recommends that GTEFL 
s hould be required to offer for resale any s e rvices it provides 
.11 1 PI t l i 1 t o end us<:>r cus om0rs who a r c no t P}ecommunica 1o ns 
l 'd ttl • ~ t ~ . 'l'ht!l:;;' serv1ccs inc lud <::! c~J l <J idlldfdlhe tl ·d Sl ·tV l('o•:; 
(both c urre nt and future), p1 omot1 o ns t hat e xce ed 90 d ys, /\LN 
Se rv1ces (both c urrent and fu ure 1 , Publ1c Pay Telepho ne llnl's , 
Se m1-Publ ic Pay Telephone lines , non LEC coi n and coinlcss 1 1nes , 
Lifeline and LinkUp servicts, 911/E91 1 ;Jnd Nl1 scrv1 ces , opc•tato r 
s erv1 c es, directory assis allC(·, nonr~"CttJ 11119 c ha rges, and 
contract service arrangements (both c ur t · n t dlld f uture ) , spPt' ldl 
access , p rivate line services tar1ffed unde r Lhe spec1al a cces s 
tariff, and COCOT coin and co1nless line s. 

l:::•tl•' •, . uld t•'~;sc'n 111•· l f'fl l P J> l l .lll ' whnl o•::.tl•· t•' <'llll' t llq .ttlCI 
no nrec utllng t:harges , L'tllt:; <1111 1 condltJ o nn I•H c;TJ.:F!. t o t"IJ.I t • r• · 

when Spr1nt purc hases GTEFL' s re c. a 11 serv i c~>s f 0 1 r ~saL •. S t <l f I 
recommends that GTEPL be requ1red to o ff e r r0tail servic es ~L J 

who l<:>sale discount rate of 13. 04%. 

- 7 -
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1 ssue 9 addresses whrt. hPt 0 1 no t i L 1 :; c1pp1 o pr 1 ,, 1: f o 1 (j'fEI·'l. 

t <) pro v idr c ustomet s e rv i c.· 1 eco..> r ds Lo Spr 1111. t o r ptP 0 1 dt·r rnq 
puq..~oses . Staff recommends that Spr:int sh•HJ]d i~;su t· <1 i )l.111k•·t 
]Pttr·r- o f authori zati o n t o l ;TEFL winch st .l!t· ~; tl!dt w1ll n iJt.r rz 
the cus tomer's permission bPf o t e accPss:inq r;u!H o mr·r !H tv Jc(• 
reco rds. GTEFL should not t equi r(· Sp r- int t o n htain J l:i < r Wt lt . •:! 

autho tization (rom each c u stome1 befor e p 1r;vrd1ng c u s t ome r 
s~rvice records. The customer t ecords mu n t conta1n, at a 
nnnimum, 1nformation on the c ustomet's c uiJ•·nL level oi Sf'rvi ce . 
GTEFL and Sprint should not be r equ 1 red t o m.Ji~l' ilvailablP 
addJ.Lional information . The ava1labJ. l1ty o f c usto mt>t sc r vt <"•: 
records sho uld be reciprocal . 

Issue 10 addresses the appropr1aLe ~ ~ PS f o t th0 L ran~po r 

and t e rmination of l ocal L ra ( f 1c b etween Sp t 1 nt 1nd GTEFL. St .d 
recommends a reclprocal rate o f $ 0 . 00 12 ~ P•'l rnuwtc fm l cl!H h·m 

s w1tching and $0.0025 pet rn1nutP f o t ~nd n ff1 ce tennuwL:i o n . 

Issue 23 addresses wh~the t· 0 1 no t GTEFL ~;houJ<i uwkc· 

ava1Jable any price, tetm c~nd /o J c or•diLion o ffpr-·'d t n .:1ny <".llt l •' l 
by GTEFL t o Sprint on a Mw;t F.lvo r f>d N,t trrnJ' H i .e : ;1: .. ,; t o~ ll 

t-rromrnr>lld ~; th.ll CTF.FI. h•• I• '• Jilllt·d ,,, comp ly w 1t lr Lilt• t•·tm!; o ! 

::• ·c· r '"'' ).',/ u rHJe t the 1\<.:l. Stuff i.;elJ.evt-:> th,ll ll is unnecvs!;,uy 
t o t the CommlSSlOn t o i nLe rprr·L 4 7 u.s . c !:; 2 ~ 2 1 1) sjnce Lh.: 
Commiss1on is not required Lo addn•ss th1.; s f• c t 1011 to ful fi J 1 its 
arbitration responsJ.bil1t1e s . ln add 1tron, !i lnc·c"• Lhc C'onunt!;:n o n 
~· hould adop t no J.n t.erpretat.l o n o f sect. ton 2'J2 l 11 at tlus t 1m0 , 
rhP CommJ.ssion should lJ.kew1:-e imposP no li'Bt r1cti o ns o n rill· 
e x Lent o f sect ion 252 ( i ) ' s <lpp J 1 c at 1 o n . 

Issue 24 a ddre sses whet he•! 01 r. t Lh•· .rqr t•.-=•mc·nt IH• ·lJ pl •'\'•' d 
p11r-suant t o tilt' Telecomrnunt c· ..,.r Jon:> 1\•·t o f I'J'Jf. St .J11 t• ·co mutc·rHJ!; 
t IH' ll b1 t 1-clt.Pd agt ~~~me nl s l.o u ld l>e submJ t u .:d by h e pa11 vs I < r 
appro val pursuant t.o the standards 111 Sec t ic n 2S2 e) l2l (I3). '!' i11~ 

resolution of the arbJ.trated JSSUPS ~·hould b e· dppt o ved u n dc·1· t h•' 
standards of Section 252 {e) (21 IBI rh,.. Comm1 !;:110 n's 
dPterm1nation of the unreso ]v, •d Jfl!Hl•·!; !;ho u id comp l y w rth th• · 
:;t <lnda t-du i n Scc t.J on 2~2 'r wiu c h Jnc:lude Lht• requirements 111 
Section 252 (e) (2) (B) . 

Issue 25 addresses the dppro pt iilLL' p os t hh.1r1ng pt uc••dur · ·:; 
for submission and approva l o f Lhc f1n.ll cltbiL t ,1t t·d clgteL·menL. 
Stc1ff recommends the parLJes s ho uld subrnt L il wt- llt.cn agt e t' nh' nt 
me mo r1alJ.zing and implemenL ing the Commission's dec:rs1on Wllh Jn 
10 days o f the issuance of Lhe: Comm1ss1on ' s a r·blLl-ation o t dt>t. 
Staff should Lake a reco mmPrHirlLJ on LO agt>ndo~ :;n t h.et l h• • 
Cnmmi :> S10I1 C'dll t PV1 •~w liH• :n il •lll l lll'd .rqr •·· ·•n•·nt :: pur::uo~nt t• • l h ·· 

8 
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standards ] n SecL]on 2~2(t·) (2) (Bl Wlthttt HJ d.tyl; dft(·J th··y .t11• 

submJLted . 

Issue 26 addresses whether o r not th1s docket should he 
closed. Staf E recommends that th~s dock,·t J••m in o pen pPndl ng 
the partiPs submission of b wr~ Lten dgte •menL memor1al1ZJng and 
implementing the Commission's decis1on 
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ISSUE 2 : Wltut uhould the J ,l\P:; '"' f ,, , P.lt"ll (J t t il'· f •d lowtnq: 

- ~etwork I nterface Dev1ce; 
Local Loop ; 
Local Switching; 
Interoffice Transrnisrnon raci 11L ••·s; 
Tandem Switching; 
Signal1ng and Call l~elaL~d !JaLabas,~ s? (SIRIANNI) 

RECOMMENDATION: Staff recommends tha the Commissi o n should SP 

t at.es f o 1· unbundled elements as ou t l1nPd in Lhe s t ,iff ana 1 y !n s. 

POSITI ONS OF PARTIES 

SPRINT: The JcJlf'S fot unbund l t ·d llPl WO ik r)•·m,.ntr; l 1stPd c.li >C>V •· 

should be bas~d upon the TELRIC o f a g1ven ,.J,.m,•nL, J lllzlnq 
forward look1ng, rather than h1s o r1cal, assumpr1 o ns f o r 
invPSLment , e xpenses and o v erhead load J ngs. t;TEFL shoul rl 
d•:avetage its unbundled loops, s w1 c h1ng and t 1 arwpor 1nto <ll 

1•·ast t href' geographic zones , based o n cost d1l f ,, , r~ nces. 

GTEFL : Except f o r the already ta r1ffed setvl <.:Ps , thes· lU•rn!; 

should be priced at total long - run inc remental cost , as 
· ·rtl Ci llatrd by GTEPL , plus a teaso nabl sha l e o f joint and common 
"'~ >t !; 1\ dt·ptll t ur ,. ft·om t hu; sLcJnddl d wi]] l'f f r·ct an 

llllt"O!n;Ltll lt I O !ldl Laking o f <.iTEFL ' H fJ I (>f)(' lly. 

STAFF ANALYSIS: The pric1z.g r equ i r emc•nts conlaJ nPd 111 t II•· 
rcc · s Interconnection Order , FCC 96 -3 2S, lP ] Pasrd August 8, 1~~6 
( tilt• Oldt·l ) , and Lhe FCC ' s rules arn r·uJlf·nLly unde>r a stay. 
Bec ause of the stay , staff w1 : l dJ s ·w;:; t h 1 ~; 1 ti!HW ba s (·d b o th o n 
•)U l 1n erpre tation of the Act and thr· FCC Ot dt·J· . 

Pricing Requirements Pursuant To The Act 

The Act, in Section 252 (d ) , contc.~J ns Llw pt 1<..:1 11g standc:nds 
for t.:nbunoled net work elements. Sec 10 n 252 ( d ) ( 1 ) , 
Tnt P ,·connect ion and Network Element Cha rges, staLes : 

Dt~L\'lllllllul l U II 'J by u St dl ,. 1 "0 1111111 :;:JlCJII o f 1 11· · Jll! >l clt ](l 

reasonable rate for the lnLerc:onnec:LJ o n o t td c llttl•':> 
and equipme n t for purposes o f s ubsect 1on (c) (2) o f 
section 251 , a n d the just and teasonabl P taLe f or 
rwt work elemen ts f o r purposes o f subSPf .. t 1011 (c) (3) o f 
nuc: ll sPcLi o n 

( /\ ) shall be -

1 0 
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(i) based on h e cost (dete rmine d w i Lho ut t e ( e r t•n c .. t <. 

a rate - of - reLurn o r other ra u· based p1 oceed1 ng l 
of p r oviding the interconnect 10 n o r n e t wo rk · 
rlPmrnt (wln r h <:>vrr i! • . 1ppl i c·.Jl>l" J . ,lrHi 

\ II ) lll l iHil:l!' l lll\lll.tl o ry, 111d 

(B) may include a reasonable profiL. 

SLaff 1nterprets this Sec tio n o f the 1\c t Lo t e quire Lhe 
pri ces ( o r unbundled elements t o be base d o n cosl and may inc J ud•· 

a reasonable pro fit. Base d o n the 1\ct , staff l>c: l JPves Lhut L h1· 

appro p11ate cosL metho dol ogy 1s an appro x im,ll i o n o f T SLRI C"'. Th 1~; 

poltcy was ado pLe d by Lhe Co mm1ss ion 1n Orde r No . PSC' 96 0 81 1 

FOF T P , issued June 24, 1996 , in OorkPt No . ') ' ,O'J A'l - TP. (Mc.t i n n 
( CJ J :;t o~ y , lJJd ill1 <lppea) h.tVt' IJP!• ll f t!t•d.) 

Pricing Purs uant To The FCC ' s Order 

The FCC, in its Orde t <16 325 , t e> l •ase d 1\ugus L 8, 1 9~ r; , 

d e r1nes TELRIC as: 

... the forward - loo k1ng c osL o v e r he l o nq run o f thC' 
Lo tal quant1ty of Lhe (aciliLH· :~ a nd (urw t i o ns t haL are 

d 1 1 ectly atLributable LO , 0 1 t•'d .>onably ldo •nt 1 f l .tbl o" a:> 

1ncremental to, such element , c alc ulate d t ak1ng as a 
g1ven the 1ncumbent LEC's provis1 o n of oth ~ r e leme n s . 

ln addition, the rule prov ide s: 

(I ) Efficien t netwcJJk con t i g u Jrlli o n . '!'Itt• l u LaJ eh:mo'nl. 
long - run i ncremental cost o f an e lemrnt should b e 
measured based on Lhe use o f the mo sL e lfic 1enL 
telecommu nicaLi o ns tec hno l ogy cu r r011Lly availabl (• .111d 
the l o west cost netwo rk ( 'Onl l guratt o n, gtve n Llw 
exist1ng locatio n of tht. 1ncumbe nL LEC ' s w1re c enu: r s . 

( 2 ) Forward- look ina c o st o f cap1tal . Tlw for ward l ook1ng 

cost of capital shall be UHr>d in ca l c ul.=t t inq th0 t n t .a l 
•·l0rn0nl long run 111 C ll'rn0 11 1o~l co~> t o f . 111 •'l •·nl!'lll 

(3) Deoreciation races . The depreciat1o n r ates used in 
calculating forward - l o oking economi c cos ts o f P l ~mcnt s 

shall be e conomi c cit"pl0C l<~ti on rat••: ;. ( FC'C l{u)Pn, 
~ l.SO S (b)) 

Staff believes that theoretically ther e should n o L be a 
substantial difference between he TSLRIC cos t '> f a nPLwo tk 
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el ernenL and the TELRIC cost of a network element. 1 n (act, he 
FCC sLates that , "while we are adopL1ng a vers1on o ( Lhe 
methodology commonly referred to as Lhe TSLRIC' as Lh<' basis f01 
pticing interconnection and unbundled •'leme> nt :; , wr .:tl•' coinil'~ 

th•' lf'lm "Lotal element long tun inctementi..!l cusL" (TELRJr ) LO 

describe our version of this methodology." (FCC 96 - 325, 678) 

Howe ver, it should be noted LllilL t he me: hodology the FCC 
us~~; to implement TELRIC would not necessarily he used by lhl s 
Commiss1on in determining TSLRJC COSLS. Fo 1 0xample, Lhe FCC ' s 
TELRlC definition uses a scorched nod approcJch, wlwreas Lh • 
Commission has used in the state proceedings a TSLPIC approach 
using efficient technology. The difference between thenc 
methodologies is that the scorched node onl y cons1ders the 
current location of central offices and not the existing 
technology or physical archit ecture deployed by the carrier in 
either the central office or outside plant. Tlw TSLR IC based 
fo1 ward looking approach considers the current ll:chiL cLur~ nnd 
th,· futute 10placement technology. 

For the purpose of this recommendation, TSLRIC will he 
defined as the costs to the firm , both volume sensitive and 
volume 1nsensitive, that will be avoided by discontinuing, 01 

tncurred by offer1ng, an ent1re product or scrv1ce, hold1ng all 
ocher products or services offered by the firm constant . This 
defin1tion should no t be construed as requir1ng 0 1 assum1ng t haL 
the firm would reoptimize its input m1x and fdcllities when cJ 

serv ice 1s added to (or remove d fro m) the e x J~;Ltng product mix. 
Tholl 1s , TSLRIC , in this recommendat1 o n, should noL be calculated 
based upon a "scorched earth " analysis. 

Staff believes that the FCC d1d make a di st1nction between 
TSLRIC and TELRIC for the purposes of setti ng pnce~. Neit her 
TSI.RIC no r TELRIC costs include forwatd - looking join t. and common 
costs . Staff does not disagree w1th the FCC's pricing 
methodology ; i n fact, staff recommends TSLRIC prices that 1nclude 
some contribution to joint and common costs . 

The FCC states that prices should be based on the TSLRIC o[ 

the network element, which they call the Total Elemen t Long Run 
Incremental Cost (TELRIC), and include a reaso nable allocation o[ 
f orward -looking joi n t and common costs . (FCC 96 325, ~ 672) 
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ln addit1 o n, Lhe FCC adopte d in 1ts r ules, SPCtlon 51 .505(a) , the 
f o ll o wing language : 

In oeneral . The forward -look1ng economi c cost of an 
element equals the sum of: (1) t he total elemenL long 
run incremental cost of the element, as described 1n 
paragraph (b) ; and (2) a reasona>le a l lor.Mtion of 
forward-looking common costs , as described 1n paragraph 
(cl. 

Sprint's Proposed Pricing Methodology 

Sprint witness Stahly states that t he p rices f or unbundled 
elements should b e based on t he TELRI C p l us Lhe appro priate 
allocation o f f o rward l ooking common costs. (TR 271 l 
Specifically , witness Stahly descri bed Sprint' s pricing p o li c y 
for interconnection a nd u nbundled services as follows: 

J. Prices for interconnC' C" t ion and unbundled e l e me n s 
should be develop ed us1ng the TELRl C based pri ci ng 
methodology establ1she d by the FCC . 

2 . The level of contribution to common costs should be a 
uniform loading that is limited to a level that 
reflects the common costs of a n econo m1cally e ffi cien t 
l oca l exchange carrie r. 

3. The reasonable profit level to be 1ncluded in TELRJ C 
should be t he most r ecent l y authorized lnt r astate raLP 
o f return or prescr1b~ d 1ntersta e rate of return. 

4 . Prices for network elements s ho u ld be geograph1cally 
deavera ged. (Stahly TR 215 ) 

W1tness Stahly contends t ha t TSLR IC and TELRIC are 
essentially the same . The differences b e tween TSLRIC and TELRlC 
are r elated to t he items being costed, not the method o f 
d e veloping t he costs. (TR 217 ) Witness Stah l y asserts TSLRl C 
represents t he incremental cost of an entire produc t, whereas 
TELRIC repr• sents the incremental cost of a network elemenL. (TR 
7.17 ) 
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WiLness Scahly explains thap TSLRIC: 

includes all of the serv1ce - spec1fic fixed costs 
and volume sensitive cases . It represencs che tocal 
butdrn that the service places upon the resources of 
t ll• · company. I n mor e precise Le rms, TSLRIC is the 
dil lt ' l l 'llC bcLwecn (]) the total cosL of a company that 
provide s Lhe service and a number of oL hers . and (2 ) 
the total cost of that same comp any 1f it provid ~d all 
rJ f its oL her services in the same quant1ties , buL noL 
Lh•· t;vrvice in question. (TR 216) 

Wtt.lle!JS Stahly further explains why TELRIC/TSLRlC 1s 
approprlitLI' (or pricing unbu ndled network elements: 

TSLRJC is an appropriate basis for rates because iL 
r e prese nts t h e economic cost of all of the resources 
t.he ILEC is using solely to provide t he 
lnLetconnections and net work elements . Using TSLRIC 
•·rwurr>s that the costs the 1nterconnections and/or 
r1Pt wo 1·k elements cause are not being covered by othe r 
services . MosL importantly, as a measu re of forwar·d
look1 ng economic cost, TSLRIC best replicaLes t.he 
condiLions of a competitive market and reduces the 
rlbl liLy of an incumbent LEC to e ngage in anti 
cornpr Litive behav i or . (TR 2161 

Spr1nt witness Stahly also contends LhaL JLECs should 
geographJcally deaverage prices for netwo rk elements . WiLnc s~ 
Stahly asserts that s witching and transport cos ts are a functi o n 
o f 1 1 , tf r JC density and should b e deaveraged t o high , medium , and 
low co~;L •·xc:hanges based o n rrnffi c density, while loo p costs 
should be deaveraged based on Lhe l oop lcngLh and the densily o f 
the end user locacion . (TR 234) Alchough Spri n t believes t lldl 
geographic deaveraging is a necessary step in establishing 
interconnection and unb undling rates, witness Stahly testified 
thaL Sprint. has ne ver officially requested geograph1cal 
deaveraging of un bundled rates . (TR 1 40) Although witness 
Stahly agrees that the Act d1d not sp0cificall y n·quire the 
sta es LO geographically deaverag e rat.es, he asserted that the 
FrC o Jdl·l d ocs address the issue. (TR 338) Witness Stahly 
conLvnd:r t hut i L comes down to an 1ntcrpretat1on of what you 
bel1eve is cos t - based. Fo1 e xample, 1f a sLaLe determines that 
cosL-based should be averaged rates, Lhen thaL could be corwt 1 u0d 
to meet the requireme n ts of the Act and the order. (TR 338) 

1 :'1'1·:1·' t. do• ·u no t bC> I i r.vr· t h<ll gPo qraph j ca 1 1 y de a ve:t aged rates 
for u .1bundled elements should l 1~.; 1 1·qu i 1 r·cl. wit n"~w Me>na 1·d 
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asserted that negotiation would be the mos L <lpproprit~t , . and 
effecLi v e way to attain terms and r·ond1 t ion s t h,ll would produc•· .t 

compr·t itiv e mark e Lplace. (T R 688) 

Staff believes thaL Lhe Act c an i>•· t·ead t o . tl !ow u•'oqtdphl <' 

deav.·raging o f unbundled elerncnrs. ho w •v e t , .;t. oJ!I d o •·:; not 
Inr.erprer. r.he Act to regui rP gpogr.:~phic deavr•rac;,png. S cJf i do•· f5 

not bel1ev e Lhat Lhe rates for unbundled eletwnu.; coul d bt· 
gf'Ot.Jl<~phically deaveraged tn rht!; plOC""•'dinrJ l>f•r·,Ht!>t· n f tlw J.wY. 

o t su f fJcicnL cost e videnct->. TIH·I•·fc.H c· , 1( Lil t • !Hay <d til•· F C'C.: 

0 1de1 continues, staff would not reco mmend thaL he rat·s l o r 

unbundled elements be geographicall y de veraq•·d aL Lh 1 s LJ mr>. 

GTEFL subm1t ted TELRI C and TSLRI C cosL SL uches for unbundled 

network elements in th1s proceed1ng. Th1s CommJsSIOtt PStabllShPd 

a policy 1n Docket Nos. 95098 4 - TP and 9S098~ Tl • · nd mot·~ 
rcc.-•nt ly 1n Docket Nos. 960813 Tt' and <,1)0847 1'1. o f 1 ;,tng TSI.PIC 

as <.l cost basis for setLing 1ates. GTEFL def tncs TELRI C as a 

measure o f the total incre mental cosL aLtribuLable t o a 

particular n etwork elemen t, wh 1le TSLRIC re f e t s Lo rhe long t un 

incremental cost of a parL 1cular service. (S iblPy Tl~ 160} 
Wttt!PSS Sibley notes in his dtt·PcL u·st imony t •·n p r obl t •ms ht· 
clcJims e x ist when unbundled n eLwork ,lemenLs <11 ,. p r t<.:•·d at 

TSLRIC. They are: 

l. TSLRlC pricing does noL reflect Lhc· fi t m's LOLa] d1n·cL 
costs. 

2. TSLRIC pricing does not reflect the f1rm' s ~conom1c 
costs. 

'I'S LRJC }Jl icing IS not COIIIp•·t 11 lVP pt lt"IIICJ 

4 . TSLRIC pric i ng promo tes treP r1ding by compe 1Lors. 

S . TSLRIC pr1cing subs1dizes enLranLs. 

rJ . TSLRIC pric ing does not tak e inLo <lC'C'OUnt LIH· :;hi fts 111 

costs from attributable costs Lo jo1nL and commo n cos t s 
due to unbundl ing , thus c reat 1ng inc~'nL ives f or 
excessive and econ omtc, l ly tnr(flCH'nt unbund1 ing. 

'1. T~jJ. J<l l' i:J i lC.:J tl~ !..t tl:; t u tncludt• JUlllt .111d t't>llllllull ,·,,:; t 

increases that a re due to unbundl 1ng . 
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8 . TSLRIC pricing creates i n cen ti v es f o r Lhe incumbPnt t o 
reduce its joinL and common o r sha r rd costs. 

9. TSLRIC pricing lacks dynamtc pn c1 ng fl e x ibilHy ani 
c reates i n cumbent burden s 

10 . TSLRIC pric1ng .1s discnm1natory. (TR 363) 

M ECPR 

GTEFL argues t ha t unbundled netwo rk cl c·m••nt rates sho uJ d l H· 
l><~1i(·d o n its pr o p osed p r icl!Hj rnf·Lho d ,Jc)qy, th•· Mdrk •·l Dt· tf ' l lllllt•·d 
Ell lf'Jf•lll. Component Pr1cinu l<u]P I M- EC: PHI. 1SIIJ1ey TH )1)'1) GTEFL 

st dtPS that a M ECPR pric e: lo Pqudl to tht· TELRl C o( the IH·t wc~ ' k 
element plus the opp ortunjty cos t o the o wner of th"lt e:Jemf'llt o f 
leasing 1t to someone else (Sibley 1R 367 ) Witness Sibley 
states that the M-ECPR is a method f o r d eLe t mlning Lhe commo n 
res ts to be al located when pricing unbundled liP wo r-k elemP!I\ ti. 
Wt tness Sibley further d ei 1nes a M- ECPR pt icP f o r an unbund 1 r·d 
ne work element as be1ng : 

equal to the sum o f i s TELRIC plus its o ppm· Ulllty 
cost, as constra ined by market forces. Oppe r un1 y 
costs refer t o the ne rr>turn tha an unbundl ~.:: d netwo r k 
element will bring GTEFL 1E it 1!3 not nol d at wholesal·· 
to a competitor. (SI C] (TR 3671 

To promote e fficient cornpe ttt1o n undc t t lw 1\c t, GTEFL 
}u • ]tPVP!; th<l i t r;IJou}d bP CJ1V•'I1 lf'd!iOII.tl>] f• , J C>p!JOI\lllllty II > 
••· t ·ovt: r IJu th JU3 f o 1wa1d Jouk tny ant.l lti!;LOJ H'dl cos ts. UTFFL 
asserts that the M- ECPR base s prices o n forwr~rd l ooking casu.;, 

promotes competition and, when combined w1th a competit1vely 
neutral end-use1 c harge, satlLfi<'s t h•· 1\c t' s r equi r ement thc1t tlw 
!I.E( ' h·· .1ll o w(•d t o f'cl t n .t "lf'rl !H>ll..Jhl •· pr o f 1t. " (EX!! B ) 

Joint a nd Common Costs 

Sprint witness Huns u cker agrees tll1t lLECs have a great dPal 
o f JO:int and commo n costs i n t lw1r nt·t wo r k . ( 'I'R 180) Wit rwss 
Stilhly ass"rLs it is Sprint's p o sjtJ Oil that prtr•'S for unbund }Pd 
elements should be b ased o n the TELRIC o f pro v1d1ng the element 
plus a reasonable allocati o n o f commo n costs. W1tncss S ahly 
f'Ontends that an app1 o p t1a tt> ly dev elo pr-d TELHIC cost sLudy 
1dPnt 1 LIPS all dJ rPc t cos t s \'<lUHPd by Spt tnt':; usP of GTEF!.' :; 
Jtt• l WU I k 1' } , •JJIPI1 tf;. MOI"POV•' I , ~; pl till ,) :;:;t•l t S It h ,H; •'VI '! y 
JntcnL i u n to pay ( or all couts which 1 t du f'l't l y cau ses o n 
GTEFL' s network. (TR 271 ) 
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Spr1nL ptoposes thaL GTEFL ull I 1zr· a un if o rm ma tk up r) f up t <, 

t1iLeen percent for allocating commo n cos t s. (TR l 'l l ) WJ trws:; 

Stahly contends t hat a uni(or·m mdl·k u l 1s appr o pl 1<1: ~" l><'<'dUs•· ll 

treats the non -competi tive marker t~s 1( h£·y wPn· c-ompeLJ t Jv•· 

and ur11 form markups are nondlsCtlmindL o ry. (Tl< 226 J GTEFL 

disagt ees w1th Spri nt's pr1c1.ng pt op osal . ( T H 361 ! GTEFL's 
w tLness Sibley argues thaL compeLiltV• ' matk<: t!; d o no L h,tv" ··1 u<.~J 

markups ; rather, the markups chosen by compPtiLi v e f11 rns d1lf• ·t 

con stdL:rably a c ross produc t s a nd matkf'LS. FurLher , wi tness 

Sibley asserts that unifo rm markups 1e mo t e li k el y LObe 

disc riminatory since they c reate subs1dies f u t some se tv JcP:; c1 11d 

r·esult in selling belo w cosL f or o llwr servi c·· ~;. ( TR 36'1 1 
Therefo re , GTEFL contend s Sprin 's !Jricing ml'tilo d o logy should o•· 
rejecu~d. 

Witness Trimble conLe nds thdL CTEFL' s f t n wt~r d lcmkinq commo n 

cos t !; <> x ceed $ 4 55 mi l lio n, ::> t <llJou t '1 1 '1 '7\ ., f 1tn l <>t,l] cnn t ~;. 

Tl~ ·1.' '' '1 2(,) GTEFL pr c!;l'lltf'd two dlf f• • t••nt Ill• ·! hc~< l : o f f' ::t llll-il l l l 'J 

!t~ · f u t w.nd 1ook1ng commo n costs. i'he firsL <lpp t o a c h, Lhe Lo p 
down o r economic method, illustrates common costs Lo be '17 % of 

total costs . (TR 426) The second approach uL i 1 i zed an accounting 

appt o ach whic h look ed at specif1c uniform sysLem o f accounLs 
(USOA ) caLeg o ries for cosu; the company e xpC'c s t o 1ncur 1n h · 

tuture and that are not included 1.n the TSLRI C/TELRI C sLud1~s . 

This approach sho ws common costs to t o Lal 4 1\ . (TR 4 62) 

Loops, Switching 

GTEFL presented t wo p11. ce pt op on.ds fot unbund led rwt wo 1·k 

e lemen ts . (EXH 13) Witness Trimble d sserte d M ECPR was usrd f o 1 

the l oop and p o rt in proposal A; h o w• •ve r , M- ECPH wa s use d I o 1· l!r> 

1 oop. p o rt. and l ocal s w 1 t c h 1 nq 111 Pr o posa 1 H ( 'I'H 4 6 3 l Tlw 
tt'llldt n inq unbundled netwo tk t· l L' tnt•ll t B 111 b o th f.Jl o p o ti .. :d s w~ rr-

pl 1ced based o n c urrent FCC l.nte t SLdLP La l i (f l ilLes o r c utt e nL 
staLe tar1. ff rates . (Tr imb le TR 4 3Si Witn r ss Trimbl e conL ·nds 

thaL the main difference between the Lwo scenarios is L h e 

company' s proposed structure (or p un:hasing l ocal s w itchl rHJ 
( l oca l m1nutes o f use ) and s w1rch ft•,lLUt es. ('I'R 4 14 ) Wlwn" f'J.EC 

pu1chases unbundled local s w1tc h1.ng o r un unbund1 Pd p o rL undPr 
Proposal A, the CLEC has access Lo all local s w1Lching e l emen s 

(minuLes or use s witching , v e rt ical s~rvices , eLc.) bc1ng 

accomplished t h r o ugh the CLEC's put chase o f GTEFL' s • . .mbundl··d 
" llnP s 1de " p o rt Plement . Th•· mJnut•·!: o f usr• o~nd V•' tlt c .t l 
::,• rv t,·t•: ; would the n be teso ld o the l ' LEC bast·d 0 11 GTEFL' s 

d1scounLed r esale tariff. (TR 44 2 - 44 3) GTEFL conLends t haL wh1l e 
this p r i cing stru cture may b e suff1c1ent f o r s o me , a second 
pricing scenario which ALECs can elec t for unbundlPd l oc~l 

s w1Lching would also be a va ilable . (TH '1'1 1) 
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Similar t o GTEFL's port <Jnd resale s w1t <:hJng proposal 
(Proposal A), proposal B includes monthly and any non - recu11ing 
charges f or the unbu ndled port and unbundl ed s wiLch f eatures , and 
a per-minute -of - use local s wu :ching charge. (TH 44 3) Thus, under 
Proposal 8, GTEFL's discounted resale tariff is not appli r ablP 
for minutes of use and vertical services. GTEFL conte nds that 
the monthly recurring port rate, and the us .. gf> ra e pet minul 
dre based on TELRIC plus a 47% contribution t o common cost. 
Similarly, the available s witch features (e.g., direc t e d call 
p1ck up, queu ing, etc . ) are priced at GTEFL ' s TELRIC plus a 4 7~ 

contribution , with a minimum t wenty · five cent ($.25) rate. (TR 
444 ) In addition , f or minutes o f u. e which ravet-se an unbundlPd 
local switching element (i.e., port ) that wa s pur c hased by tlw 
ALEC, GTEFL asserts it will apply LhP appl i c ilblP c rt lP l" r·c ,mrnr>rl 
line c harges and 100% o f Lhe applicablE> res1 Jua l int e t connPc t 1o n 
c ha rges , which is similar to the procedure dl!>CUSs e J by 111· Fr' C 
In Part 51 . 515 (b) and (c). (TR 445 - 446 ) 

Part 51 .515 (b) of the FCC o rder states: 

. . . an incumbent LEC' rnny clSSPSS upon tPI· ·cornmunl ca tiCliW 
ca lti(' r B thaL put c ha:Jf' uni>llnd]Pd local swJtchlllJ 
c·lemc·nLs, c..~s described in 51 . 31SI\C) (1) o f Lhi s part, 
for interstate minutes of use t raversing such unbundl ed 
local s witch i ng elements, the carrier commo n line 
charge described 1n 69.105 of this c hapter , and a 
charge equal to 75% o f the interco nnec ion ch~rge 
describe d in 69 . 124 of th1s chapter . . . 

The FCC i nstituted this c harge 1n the belief tha t LECs wo uld 
experience a substantial revenue impact when carriers arr ablP to 
purchasP and usc the unbund]l"d local !->WiLchlll•J l')c>men Lo :;w11 <'11 
. tl I l llc• i 1 t 1 a f f i c . Till s 1s c..d lowed under Ll11· CJ t dct, a nd wo u I d 
presumably occur because the s witched a ccess local s wit c hing t-aLe 
would be so much higher tha n the unbund led l ocal s witching rate. 
By adding "s uppor t " f or a period o f time, thr FCC sought t o 
mitigate t he potential revenue impact o n till ' LECs. GTEF'L ass ' t·t s 
that these charges s hould not be r efer red Lu as "acce::ss cl1a1 ges, " 
rather they are loca l s witching c harges that provide continued 
contributions in lieu of access c harges. (TR 44 5) 

Howe vrr, the Eighth C1 rcu i t Court s Layf>d that pr-ov 1 s 1 011 

( '>1 . ',1'' • ( ' . F.IL) of the FCC' 1111 · ·~; Tllc'lefotc·, :; tnce dSSt'S!;rt1t'l1l 

u l t hc• (.'('!. und 7~% of the Rl C 1:; 110L rnandaL ·d by Lh • Orde 1 dl 

tins t irne, staff does not believe that additIonal charges should 
be assessed for unbundled l ocal s w1tching o ve 1 und above Lhe 
local s witching r ate reco rnntf>IHif>d i n staff's .tn.llysJ~ bc" l ow. 
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Sprint ' s witness Stahly staLes that the M- £CPR allows 
unbundlPd network elemenr !1 Lo bP pri c ed at existing rPta~ 1 tatf' s . 
(TR 273 ) For example , w1 Lne s s S t ahly asserts that GTEFL p1 o posPs 
t ll .lL loop pt i ces be set b<l SPd ( n e x 1 s t1 ng intPrs t <It P /. wi 1 r· 

s pec 1a l a ccess rates , wh1 c h r e mo ves t he "cost bu!..l l :; " f o t L IH · 

rates (TR 2 73 ) Sprint contends that by c harging t he tar ff r ate 
1t. makes no difference what t he inc r e menta l cost is sine~ the 
TELRIC of the unbundled l oop wo uld have no 0ffecL o n the f i na l 
tate charged t o the CLEC. In add i tio n , witne s s St ahly b e li0v(>s 
that GTEFL' s M- ECPR pricing prOIJOSal igno r e !; t h · FCC's d11 c· c: t 1rm 
t hat, in keeping with the cost - based pricing s t a nd a rd o f he Ac: t , 
1 at PS f o r unbundled eleme nts mus b~ d e averagrd. (TR 273) 

Anal ys1s 

Staff believes the r e c o rd shows t.hat c hatging e xist1ny 
t a riff rates for unbu nd led ne t work e l e ments i s i na ppropr i at •' .tnd 
wo uld no enhanc e competiti o n. If the TELRI C o f an unbundl<'d 
netwo rk element were l o we r tha n t he existing tariff ra t e, tlw 
opportunity cost would simpl y be increased t o r e a c h the price 
e qual to the tariffed rate res ul t ing in e xcess1ve contributl o n 
o ver costs . For e xampl e , acco rding t o GTEFL ' s pro p osal f o r 
unbundled elements based on c urrent t ariff tates , GTEFL ha s 
pro po sed markups of 231%, 864 %, a nd 987%, on DS - 1 link cos t s , 
transport facil i ty per mil e c o sts, and DS l ( aci li y p e r a irli ne 
m1le costs, respectiv ely. (EXII 13 ) 

Staff bel1eves there JS fur t her e v idence t hat the M- ECPR 
rv ~;u J Ls 111 · ~ xcc s s i ve conLl :i l~· rt i o n o vrr costs. Ac c ording to 
GTEFL's proposal for unbundled e lements , GTEPL has proposed 
markups o f 42%, 56%, and 88%, o n 2 - wire l o cal loop costs , 
termi natl.ng l o cal switching costs , and 4 - wire l o cal loo p cos t s , 
r espect ive ly . (EXH 13 ) Rela ive t o h 1s 1ndiff renee b e t ween 
o U e 11ng at r e tail or who l esc:lle pro Juced by t IH · M ECPI<, tin s 
Commission has already state d : 

A c ompetitive market d oes no t thr i ve o rr indiffe rence . 
If a LEC is rendered 1nd1ffe ren t by v1rtue of the 
p 1 1 '1119 o f iLs servi c c• s cJ~> LO wlv•tl!rr 11 :;crves L h•~ 

c ustomer or not, the teason for e stabl1uh1ng 
competition is el1minat e d. There is no l o nger any 
incentive fo r the LEC t o s eek to attract c ustomers, ~nd 

the ma rke t is no longe r drive n by 
c ompetitio n ... T herefo r e , we d o no t agreP w1 th GTEFL 
Lhat M ECPR is an ap!Jt Opt lc:l l t.! <1ppro a c h t o det e nnininq 
prices . (Order No. PSC- 9 6 - 0811 - F'OF - TP , p.l7) 

1 9 



DOCKET NO. 961173-TP 
DATE: January 10, 1997 

Staff points out that the Act permi ts but does not r·cquire 
<1n lLEC t o L!CJ.t.n a reasonable ptofit. Section 252(d) (l) ptov1dc~ 

that determinations by state commission s 

(AI shall be -
(i) based on the cost (determtned wtthout tPference Lo 

a rate-of-return or other rate-oased proceedinq) 
of providing the tnterconnection or network 
element (whichever is applicable ) and 

(ii) nondiscriminatory, and 
(B) may include a reasona~le profit. (emphasis added) 

Staff views GTEFL's pricing methodology as a means o( 
protecting 1ts current revenue stream. Staff ' s proposed rates 
for thts proceeding are set t o recover GTEFL's costs, and a~P 
tntencied to foster competition u~ opposed to guaranleeinq 
rnnnopnly pr o fits. Thcl·cforL', b.ascd o n th0 Pxcess1veJy llt<JP 
llt..ll kups in t he pr1cing proposals submit Led by GTEFL and the 
Commission ' s prior rejection of t h E:: ECPR, staf f rPcommends thaL 
tiH: Comrniss1on reject GTEFL's proposed M EC'PH t o cJcnclclLC' t aLes 
for unbundled net work elements. 

GTEFL's Cost Studies 

GTEFL's Proposed Costs 

GTEFL p1ov ided cost studies wh ich con tclJn both TSJ.RJC and 
TELRIC costs for unbundled network elements . GTEFL proposes its 
TELRIC costs as the price floor and an "upper bound " l oop price 
as the pr1ce ceiling for unbundled loops. (Tri mble TR '1 3 7) GTE Fl. 
t::::c·rt :; t h.tt t l!t• " uppr·r bound" loop pric•· C'dfl IH' con~Jjde rPd ...111 

assum~d price level that would preserve GTEFL's o verall levels o( 
contribution to common costs. GTEFL contends that if iL were Lo 
propose an unbundled loop price above t he "upper bound," it would 
potentially be making more contribution than it does witho ut the 
introduction o f unbundled l oops (TR 4 36) G'l'EFL states Lh.1t its 
cost model calculates both volume-sensittve and volume 
tnsensttive costs as necessary to develop TSLRIC costs . (TR 460) 

GTEFL usrd t wo cost models to develop costs. One is Lhc 
C'OSTMO[) morlt•l wh1 c h is GTEFL' s o wn model nnd the othct 1n the 
Switcluny L'OHt Information System (SCIS), win c h GTEFL 1·~cc1ved 
under license agreement with BellCore. (Steele TR 460; EX!! 12) 
Although witness Steele stated that depreciation rates should be 
adjusted fo1 declining technology costs, sunk investments and 
raptd technology change, due to time constraints, GTEFL did not 
adjust its dep1 eciation rates. (TR 416) Wi Lness Steel •. · t •·SL if 1ed 
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Lhat the curren Commisston pl •':WJlht·d dt>p t •·, ·t.llton ldt ••:; _, ,, . 

u~;r·d in GTEFL' s loop SL udy (EX II 1 '1 ) J n t~dd 1 t 1 on, GTi-:FL w;r·d 

l f'Lu nl on <:quiLy o( 12.2% , w.ith a composHf' 1 l ll" o f n• utn o f 
10 13% in iLs cost calculations. (EXH 12 ) 

Sp11nt ' s Proposal 

Al t hough witness Stah 1 y sLated con<.:L' 1 ns 1 egar ding GTEF'L' s 
d, ... , ivation of common cosLs and the appropriaLPness o f GTEI-L's 
carrying charges, he testif1ed that Spnnt d1d not hav" . H I •·quo~l• 

time to fully review GTEFJ.' s co:..;L ::; LudJ '!>. ('1'1< 33'1) Mon•ovr •t, 
w1 t nr·ss Stahly testif...ed thaL S, r1nt has n o L conducLed any cost 
sLud1es of 1ts o wn . (TR 335 - 336) Spri n L has pet it1oned the 
Commission to initiate a gener1c cost proc· t'•f"d1ng to n -'v 1 P W t ll•· 
rates for BellSouth Telecommun1 cations, Ill('. l o: .inu·t·< ·n nn• · ·t I olii, 

unbundled elements, tra rwro1t dlld LermJn,lt 1on, tlnd resale'. l 'l' l~ 

:n'l l Sprint also proposes opPning a g«'n•·J 1 c cus t d ock•·L t o 
rev 1ew GTEFL' s TELR IC, shu red and commo n c·o sL sL udies. llo we v e 1·, 
SprinL a.;serts i n an efforL Lo ut1l1ze the Comm1ssion's J·esou t cf•:; 
effic1ently , such a proceed1ng should be o pen Lo all parL1es 
rather t h a n condu cted as separate i n vesL1gaLion s o f GTEFL's cos 
stud1es. (TR 269) 

Sprint asserLs that GTEFL has fa1led LO show t hat • llc:1r 
proposed prices are just and reaso nable; therefore, Spr1nt 
believes that GTEFL ' s cost sLud1es and pr1 ces should be le J•'ctcd 
and other prices used in Lhe1r p lace. ( TI~ 26 7 - 268) In Lll•· 
absence of cost - based pr1 cc·s , Spnnt rC' Ctllllllll' lldH LhtlL Ll1t• Ul·fuul• 
prices esLabl1shed i.n tile FCC Order be applH·d unLil perma rwnL 
taLes are developed under t he TELRI C- basPd p11c1ng metho d ology. 
(TR 236) However, sub sequenL to the Comm1ssi o n dec1sion in 
Docket No. 96084 7-TP, SprinL con ends iL wo ulrl ctc:cepL, oP dll 
interim basis, all rates, t e rms, und condtt toll! LhJL 1 ~;ultL•d 

( r o rn the <1rbi Lr.:lt ion bPLwcc·n /\T&T and GTEFL 111 Dock eL No . 9608 4 7 
TP . (TR 268) Spr1n t staLes t hat the Act supports Spr1nt's 
plOJ::osal to utili z e t he ra Les established in Doc ket 96084 7 TP. 
(TR 269) Section 252(i) sta es t hat : 

A local exchange> ca 1r1Pt shall make JV<.llldble any 
snL e J connecLlon , serv1ce, or network element prov1ded 
under an agr eeme n t approved under this sect 1on to wlnc h 
it is a party to any other reques t ing 
telecommun ications carr j c-r upon t h e s.:1na• Ll' nns and 
condiLions as t hose pro v i d e d in Lhe agteement . 

Sprin t argues tha t the Act clearl y staLes that GTEFL 1s 
requ:J.re d to of fer Sp r i nt or any other te l PcommunlcaL 1 o ns pt ("11 dt·r 
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til •· !;, l itH' l£' 1' 111H .111d C01ldlll 0 11 !1 f o r .tny illt<•l COilllt'L"t i o n, :;t•lVI CP 
nvt wo t k ~ lem•• nt that it o i f e rs any othe 1 company. Fut h~>1, 

Sprint contends that Sect i o n 251 (c) o f he 1\c t r·equi n·:; t h.tt 

rates for interco nnec t i o n nnrl l<'n.ll b•• ll<liHJt:wr tmlnJt cn y 
Theref o 1 e , since th~ Comm1s~1on has set GTEFJ.':· 1a•es f r JI 

1nterconnection and whol0sa le 1at es in Docket~ Y608 4 7 ' i'P ... llld 

960980 - TP, iL would be dtscr~minatory o i!] l o w GTEFL to ' 'hd t q•· 
Sptint different rates f o t· tlw f"Xd Ct H.l m•· :lf·tvtc·r· . ('I'H )l, ' l i 

Sp r int ' n dl<JitmPnL dP.llfJ w rtlt t hr · mnst f.t vn H·d ltdl t o ns "pl <·k .1nd 
c huose " clause and is dis c ussr>d dl 1 enqt 1: 111 i :>sur> 7.1. 

Analysis 

Witness Steele asse t ts that GTE FL 1 n c·0 1 p o r .11 <'d 1 ilnd ,1nd 
building cos t s in determu11ng cos s ( o r /. w1 1 , a td 4 Wll<.> l cr)ps. 
(TR 488 ) Witness S t eele testi fi ·d that LhP c:omp,1ny br>lH·VP:; t hl:> 

to be appropriate since thr· l o nger loops Uf.H"d in Flo1 ida cont din 
pair - gain d e v ices , as well c1s e>J ·ctroni cr; t haL are l oci.lU·d 111 t ll· · 
centra~ of fi ce to communic tt C> a digital s1qno l. (TR 4 H7 4 88 1 

S ta(f agrees that l ollCJC I l oop s may con Jln f><Jll. gu 1n 
dev1ces, as we ll as electt0n1cs that are loca I'd 111 Lhe r rnt1c1 l 
o ff1ce, and acknowledges that 1n such cas('s 1t 1s ppro ptlill" t 
1nclude land and bu ilding costs 1n determ i ning 2 wi t •' and 4 w1t ·, . 

loop costs . Ho we v er, we d o n o t bt~J1evc Lh.t t tw use o f G'I'EFL' s 

1 <.~nd a n d lJuilding factor is appro priate 1n tl11 s c i rcum~;ta nct> . 

F1rst , staff believes it is unclear what pro por t1on o f l oops 
requires equipment located 1n the c entral o f(i ce. By applying 
its land and building fa c t o r to the cost o f loo ps, GTEFL ilf; sum·· ~· 

that land and b u ilding costs are ilttr ibu Led t o 100% o f GTEFL' s 

loops . Staff d oes not believe that this is a ppro priate 1n 
determining GTEFL ' s 2 - wire and 4 wire l oop costs. 

Second , i n deterrnin1 n g JtS l<.1 n d a no huilrling fa c t. o t, (;TEFL 

Ill il.i ZPS inVPSLI!lenLS fOl land (/\t'C t 2 111 ) , l>ullUill<:J ( 1\C.:C L .n:n J 
,·. ·rrt t al o Uj ct.:: s wiLc h 1 ng (Acc t 2212) , and c i1cu1t e qu ipment (/\ccr 
7.232) Accord i ng to t he Cod e o f Fede r al RL!guJatJons (C FH ) , 

Account 32 .211 1 , Land reads: 

(a' Thr> account shal 1 1ncl 11d•' llH' ,, , lqtn. ll l.'()n t c I . all 
ldtld hl l d 111 t ee ·•nd o f L'dScmcnLs , <~nd Sltnlldl tlghL s 
111 land having a term o f more tha n o ne yea t use d f o t 
purposes o ther than the locat1o n of o uts1de p lant o r 
e xternall y mou n ted ('Cnl rill o ff1 ce equiprnr>nt. 
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(b) When land , together wllh buildi ng~; t lwt~"'On, is 
acquired , thP or1gin,ll cost s halJ bP f.1 i1l y appo t ti o n •·d 
bf"> _ W!•en l he 1 and and t IH' bu } d 1 11<JS cl!ld d ('COUnl t•d f ' >I 

dCC'O l"dl ngl y . 

/\(r'f~U r lt 3:> .2121 , Buildings , rr·ads: 

(a } This account shall include he o rig1nal cos t o f 
buildings , and t h e cost of all permane nL fixLures. 
machinery, app urtenances and applianc,..s i ns all e d <.~s d 

pan: thereof. It shall i nclude costs 1nc1d•·r:L t o ltv· 
corwLrucLion or purcha~H · o f d build1 ng d nd t o sccut1no 
pc,ssession and titlP. 

( b ) When land , togethet wtth bu1ld1.ngs Lhcre "Jn, 1s 

acquired, the origirul ros shall be f .J1 1 ly o ppottt O!Wd 
between the land and till· l lUll dl ngs, ctnd tlw lmOU!ll 
app l.u ... ablP to the bu 1l d1nq s shall b0 tllcl ude d in t llu; 

account. 

Based on the CFR d esc ripLions of account s 32 .2111 ll.:l!ld } and 
32 .2121 (buildings}, it a ppc•ars t hat these a ccounu; incl udt' !..!li 
L 1nd and .i!lJ... buildinqs. Tilt· d;•r.c t ipt i o ns o f tiH· l. tnd .. nd 
l H ll ld ing cl<.'C 'OUII I H d o no t difft•J<•Jlll.J C· br·tW•·P!l Wllll l:i ll'<jll l f• ·O 

Lor centtal o((ice purposes and wha 1s r c JUlred Lo t busllll'!;s 
o ffice purposes . Staff bel1eves hat 1f a disti nction W<' J (· rnad0 
b e t ween t h e 1nv estme n t i n Cc.! n t 1 al o f f 1ce buildings and o tlwt 
buildings , Lhen it may bf"> appropriat t· tO U SP SUCh c1 fa ct 0 1 . 
Ho we ver, by u l il1z i ng a fa c t o t that i nclud«'s c1l l I J11d t1nd 111 
bu ildtngs, sta f f believes thdt GTEFL' s 2 - w11e and '1 - wuc loop 
costs are o verstated . Tlk t efo te , sta( ( d o C's no 11eli»;c• hat lt 
is app t·opriaLe Lo include' th1· lund ulld bullfl!nq cns ~ s wl1t-11 
r:leLermining 2 win·· and 'I Wltr' l o'.)!J cm;t 

SubsequenL t o staff • s adJuStmt;nL n::gdt 1ng the usc o f 
GTEFL's lan d and buildi ngs fa c t o r for the 2 wi t e and 4 w 1 1 ~ 

loop s, sta f f ' s p roposed r ates for 2 - wire u.nd 'I w1re l oops ctl~' 

Stll l below GTEF L ' s TSLRTC COS L f 1l0J 111 thiS proc-~ed1nq. 

l!o w. ·v•· r , ::t .1f f wo 11ld n u t 1· tll.1t til•· p r o p!J::•·d 1.1 1" l o r t il' · . Wit•· 
dlld ·1 Will! l oops clle <J l CcltC l t han Lilt.: 2 Wl f •• dlld 4 Wl l t ' l ul p 
costs p r ovided i n Docket No. ~5098 4 - TL wlu c h include b o th v o l utr 
sens1t1ve and vol u me insens1t1ve costs. ( EXII 4 } Fo r a ll ot il•'l 
unbundled elemen ts , staff S"t r e c urt 1ng and no nrcc urr1nq l tll t'S 
which covf'l. GTEPL ' s cos ts ctnd p 1·ov idr> somr> r·o nLiltJlltl o n t n w.ttd H 
JOlr. t and commo n cos t s ( i 1 0d 111 r_iu s d ockt•l . 

Staff ' s recommended ratL: s 1n th1s atbt 1atio n d ocket h•• we t·n 
iTE FL and Sprint are basc·d on IY· rr;co rd pr o v1dr·ri 1n Ll11: . 
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proceeding. SLdff d oer; n o L lwlH·v .. Lllu t 11 l~l dpfJ10pl lJ1 1· 1<, 
,~st.abl1sh rates in th1s p1 oc-r·PdJ nq h<~sed " n t llt> t·v i dPnc0 !JI () 'J 1 <I• ·d 

1n ano '"her proceeding, as ruggcst('d by Spr rnt. 

Staff has revie we d GTEPL ' s cosL st.udi~s based on thr 
evidence in this r ecord. W1Lh the e x cept i o n o f the land .u td 
bu1lding factor used f or:?. w1re and 4 wiH· l oop s , an dJ : ;nJ~;:;•·rl 

<~hove, sLa ff believes that Lhe sLud1es ar• appro pr 1aLc bf>couw· 
Lhey approximate TSLRIC cost s t ud1es a nd tf'f l<'c 1 GTEF'L' s 
efficient forward looking cos s . Staff bt> lif'v's the cost s tut1 lf'H 

can be used to set. permanent ra es for tho~H· r•J •'mPn s c n v •· r,·d IJy 
he cost studies , since •_he assumpt 1on s ilfJJWd r n:aGOllclb !P . 

Recommended Rates 

Tahle 1 is a compar l!;on o ( GTEFL's .u1d Sp r int ' s t<•ctt tt llh J 

r.llf's and sLaff ' s recommend1•d J L•cull- lf1<J r ,1t• ·~; . SLd(f'o 
tec..:ommend ed r~curring rates cove r GTEFL ' s TSLRJC cosLs r1rHi 
provide some contributio n Lo ward JoinL and cornmun c o:;t !; . /\ II o f 

he proposed raLes are based o n GTEF'L ' s c o :il ~;t ud 1 c•s. 

Table 1: Comparison of Proposed Recurri ng Rates and Staff' s 
Recommended Recurring Rates 

S taff GTEFL OTEPL Spri n t 
Re commended Propos al A P r opos al B Proposed 

Netwo r k Elemant Rates Ra t es 
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111 Table 2 , stat: f presents a compari son o f GTEFL' s p1 oposed 
n o 1necurri ng rates and staff 's recommended penn,1n(·nt nont•· r·l lllll r• f 
C"harqr>s . Staff's pro pourd Jcll f' r ; r11e ldPntJcdl trJ GTEFL' :; 
!J' CJfJUGr ·d rates whic h cove1 GTFFL ' s cosls. 

Table 2: Staff ' s Recommended Nonrecurring Charges 

Staff GTEFL 
Recommended Recomm~nded 

Network Element Rates Rates 

Unbundled Loop or Po1·t 
Service Ord e ring : 
Initial Service Orde t $ 47.25 $•17. 2~ 
Transfer of Service Charge $16. 00 $16 . 00 
Subseque nt Service OrdPr $/.4 00 S.>ll . ocJ 
rustomC'r Sf'JViCI' l?t• ('l l!d IU•: Jr•.t J r· l1 •.. , .... ' 

.,., , .. , ,, ... ' . .. 
III!!! el l I dl i O il: 

Unbundled loop, p et loop 
Unbundled port, per port $1 0 . 50 $10 . 50 

Loop Facility Charge $10. 50 $1 0 . '>0 
$62 . ~0 $62 . 50 

Takings Argument 

liTEFL' s Takings Ar g ume nt 

GTEFL argues that the Commission must set prices in tl1i s 
proceeding that will encourage cf f1 cicnL rn tty 1nto l oc.11 
r·xchange marke ts, leading .. ventually to f.dcllltH!s-based 
competit1on . GTEFL further asserts that the Commission must de 
t h1s without taking GTEFL' s property. (GTEPL BH at 8. ) GTEPI 
urges that the Commission must set pri ces f o t· interconnt''Cl 1 0 11 <1nn 
unbundled elements based o n its TELRJC r·o sL :;tudi.~s , pl tw Jl•t r:l 
.tnd common costs , in o tder Lo clVOl d violatt o n s o f the Pllt h 
Amendment o f t h e U.S . ConstituLto n and Article 10, Sectto n G and 
Arttc le 1 , Section 9 of the Plortda Constitut ion . ( Id. at 11 1 3, 
3 . ) GTEFL contends t hat the Commis s .ion must permi L it 1 o 1 • · <'OVt>J 

all o f 1ts h istori c and forward l ooking cr:nr; nf unbundlr•d 
•'l emc nL s o r resold serv1 ces plus a reasonuble pt o f it . (GTE ' s 
Response to Sprint's Arb1trat1on Petit1on, Takings Report , Tab 4 
(Response), at 1 . ) 

GTEPL notes that thP U.S . Supre me Cout t 111 Brook s S<'!.!.!l.l.!)Jl 

C'o. v . RajJ r~oad Comm ' n o f LOIIJ~;:clllc.l , 2!:>1 U.S. 396 , 399 (1920), 

established the principle LhaL under Lhe Tak1ngs Clause <1 
regulated entity may no t be compe lled to up~rate e v e n a scgnK•nt: 

26 ~ 



DOCKET NO. 961173-TP 
DATE: January 10, 1997 

o f its business at a loss , e ven though it o perates its bus l nPs s 
as a whole profitably. (Response at 11.} Furthermo re, GTEFL 
notes that , in Federal Power Comm' n v. Hop(' Na ural Ga s . Co., 320 
U.S. 591 (1944}, the Court establ1shed the addi ional pnnc.:1pl,., 
that the return to the e quity o wner should be suf fi cient to 
assure confidence 1n the financ1al i ntegri ty o f the entPrprlse, 
so as to maintain its credit and attrac t cap1ta l ( Id .) GTEFL 
also n o tes that the Court ha s required that just compensatlOll fo1 
a taking is that compensat ion that would 1esul 1 from a vol un tary 
d i spositio n . See, ~.Olson v. United Stal0S , 292 U.S . 2 4 6 
(193 4 } (ld. at 15.) 

Consistent with these pn nc1ples , GTEFL asser s that t h(· 
Commiss1o n must set prices i n this proceed1ng that p erm1L ll to 
recover its 1ncremental costs, its forward look1 ng JOl n t and 
common costs, 1ts costs of subsidiz1 ng othP l serv 1ces , and Its 
costs of unbundling and resal e . (Respons0 at 24 27.) GTEF! 
asserts that the Commission must permit it t o o J Pl serv1cet; f or 
resale at wholesale pr1ces free of o ve rstated avoided c.:os t s. 
(lsL_ at 28} Moreover, GTEFL assPrts tha:: it must be pc>rmlt l c>d a 
reasonable return o n its his ton c o r embcdd. •d cosLs prudrnt 1 y 
1ncurred. ( Id. at 29 } We re the Comm1ssi o n 1 o S•' L pr 1ces 
otherw1se, GTEFL argues that 1ts ab1l1ty o .tt 1 1.1c t cap1tal woulo 
be Jeopardize d, that the return • o 1ts 1nv·~sto1 f> wo uld not be 
commensurate with investments o( sim1lar r1sk , and that lt wo1Jld 
not be left indifferent between the taki ng and the retentJ o n u f 
its pro perty (Td. at 16. ) 

Sprint's Taking Argument 

Sprint reject s GTEFL' s c laim t.hat TELHI C pr- i c ing as 
ad vocat.ed by Spr1nt (TELRI C' plus a unifo rm rn<ll kup n ( up LO 1 'i f. "l" 

cent } would be a taking o f GTEFL's prope1 ty. According to 
Spr1nt , GTEFL has fail e d to s how, as it must, that in any PV• ' lll 

TELRIC wo uld force GTEFL to operate a porL1o n of its bus1ncss a 
a loss a nd that the appropriate legal standa1d is the 
prof itability of its discrete serv ices, no t o f thf" enterpri sr. 
Sprint argues that GTEFL makes whal is a fdcia l challe nge t o 
Sprint' s proposed pricing me thodology. Sp11nL claims thaL GTEFL 
cannot sust.ain this challenge because it cannoL show tha thr1e 
are no c1rcumstances in wh1 c h t he pro posed methodology would be 
v.1l 1rl (S fll i nt BR at 7 -H.) 

2 I 
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Anal ysis 

Section 252(d) (1) (A) of thP 1\ct pr-ovides that. JUSl i1tld 

reasonable rates shall be bc:;~sed on the cost of providing Llw 
netwo r k element . Rates based o n TSLRIC, as het e .1. n rec )mmendl•d, 
mee that requirement. Section 252(d) (1) ( H) pr o vides that. such 
rates may include a reasonable profit. ·rsLRJC provides f o r th~ 

recovery of the cost of capital or a reaso nabl e profit. Und~r 

Ho p e , s upra, a constitutional question o nly arises when GTEF'L' !; 

financial integrity and ability t o continue to attrac t cap1tal 
are jeopardized . Howe v e1 , the TSLRIC melho d o l o qy sta ff pr o p o sr-:; 
tn this cc1se p1. o vides GTEFL w1 I. the o pportunity to recovc1 all 
ot its forward - looking costs , 1ncluding th1• c CJsts of capital. 
Thus, staff believes that it cannot be said L hc1t the ratf's t hell 

sta f ( recommends in this proceed 1ng , bas(•d as Lh,·y arc o n TSLR 1 r· 
met hodology , would amount Lo a constitut ional ,, king. 

Thi s Commission ha s already cons1de r ed dnd rc jectrd GTEFL':; 
Lak i ngs argument. In Docker. No. ~'::>098 4 TP. Orde 1 No . PSC ~6 
0811 - FOF - TP, issued J une 24, 1996, the Commission stated th.H 

lmpl lCil 111 UTEFL' s d tgumenls lS the IIO l J O II that Lhls 
Commission owes GTEFL an 1ncrease 1n local rates to 
replace the company ' s potent1al losses o f e xpected 
contribution a n d profit. GTEFL 1s asking that we look 
at potential revenue lossrs, albeit undrr thf" d1 squist> 
o f all r g e d con stit.utionCIJ vJ oJat.ionfJ . Ev• n .tf it could 
be pred i cted with certain ty that there would be majoJ 
losses, GTEFL does not have a ~ se s ta tutory right 
tha t it must recove r prof 1L and contr1but1on as a 
result of unbundl1ng and res elli ng s .. r-v 1ces. Even 
under the rate - base regula t i o n reglnlf' in Chapter 36'1, 
GTEFL was merely affo rded thP o ppo rt un1Ly Lo earn a 
fair r eturn o n its investment, not a gua r antee of a 
return . Further , under the new, pri c f• n•guJat.ed rr>cpm•· 
in Chapter 36 '1 that GTE FJ. lwr; ,.Jectc·d, r;TE FI. I!; no t 
JUd tdntecd a s peci(ic rutu rn 111 this C'O IIl!Jl'llLJV' 

environment . Mo r eov er, e ven if t h~ l o ssPs c o m0 Lo 
fruition, such losses, if necessary, can b e addressed 
through appropriate Commission proceed1 ngs. 

(0 1 der d l 21 22) . 

SLa f ( b~lieves that th1s statement is appl1 c able 1n Lh1 s 
proceeding based o n Lh e evidence before ~L in t h is proce~din'::J. 
Under Sectio ns 364.16 1 and 36'1.162, Fl orid<~ Stdtutr>s , ttw 
<'cHnrnir::;ion 1~; ohl1 g,1tf'rl o nly t o ~~ • ' t p t· l c t• :: f , 1 t lllhl llldl ,•d 
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setvic es , neL wo rk feaLUlL:~, f t lliCLl o n s 0 1 t:dpdbllJLl•'S, urJI>un•l l ··d 
l {Jops , inLetco nnection <11H i 1•· snl d ,, ,·Jvi c <:s ilnd f ;w ilit l PS tll.t • 

atr> noL below costs. Im.:umlwnt IEC:; l!<tvl· n u sldl tll <Hy 11ylll t o 
contribution above costs. 

If GTEFL believes i L I S PXperH' n c lng t L: vr>nuc l o s ses, i:. ~.dy 

pro ceed under SecLion 36 '1 . 0 <;1 (5) , F lo1 ida P .ll. ut.-•s . wh1 c h 
pro vides that a price n·gulaLt·d LEC m.1y p<'tltl o n the CC' mmJ~;~n (Jn 

f o r a rate inc rease f o r basi C" l oc<tl u·lecommunJ c at.J o n set·v11·" s 
trpo n .1 t 'n ltlJH•Il 111q sho w 1nq o f · ·ll.tnq<'d ' 'll ctJJn:;t . t JH '• ' : ; . Mn 1 Pn v• · r 
U lld•~ l St>Ctl 0 11 lb 4. 0 2~ ( 3 ) . 1-'l t• IJd,l SLtJtU tt• :; , .1 !.El' m,typt•llll <• l l 
Lhe Co mmission (or a chang~" 1 n the 1n Lc t1m m• ·t ·!Jc..~n .Jl;,m f 0 1 
m<nnLaining universal selvJ c t· o b j l'c t lVI"s, d<Jdll • , upo n .1 

r·cJmpe lling sho wing o f chancp•d c'llnHnstdnc r·: ; . s~ 0 1r:lP1 No l'sC 

• ' 1 ~ ~ 2 FO F 'I' P . 

There(ore , staff b e li,.vt·s Lhal GTEFL'!; t.tklrVJS c l.nm 111 t l11s 
pt occcd1ng must be reJPCtl'd upon dll an<.ily!nf; rJ f t.nro pt 1c 1nr1 
l• ' qu i iPmf'nts o f t.he Acr, .t:; w•·ll .t s upo n .1 1. .tlldlyH i :; o f tlv · 
! •1 1•1 11'1 r• • qtl l J•·Jn•·JJt~ ; tJ f 1 !1 • · 1-' 1 .r l d.t • !oil t ll• :; 
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ISSUE 3: Sho ul d GTE F lor1da lncorpo 1at.ed (C;TU-' L ) be pro lnlHt r·d 
fro m pl<c ing o ny limitaLi o ns o r1 Sprt nt · n ah J!J t y t o coml)Jil" 
unbundled network elemenLs w tL h o n e anothe1, ; r w 1Lh tPso ld 
services , o r with Sprint's, or a t hird party' s fac~l 1 ~Ps t o 

ptovide elecommunications services t o consum1·1 s in any Ind l111•·: 
Sprint c h ooses? (MUSSELWHITE) 

RECOMMENDATION : Yes . Sta ff t ecommends tht.ll Lhe Commiss1or. 
r equire GTEFL t o allow Spr1nt Lhe ab1lity t v comb~ne unbundl•·d 
110 wo rk elements in any mannc1 it chooses , 1rwl uding rcc1Pat 1119 

··x 1~;t Jnq GTEFL servi ces, c1~ ; pr o vidPd 1n Sc·r·t 1011 251 (c) ( 3) uf ' lH· 
Act ...tnd L hv FCC 's Orde r 

POSITION OF PARTIES 

S PRINT : Yes. GTEFL should b• prohibited !r CJIIl lt·Stll CLl l lCJ 
SJ.JllllL' s dbtl ~ ty LO cornlH n•· n•·L wo r·k PlemPrll!; Tilt FCC s p •)k•· 
e xt.ens1 v ely o n this 1.n lL S Orde r. patagraplw 2Y2, 328 32~ • .tr.d 

PSLabli.;hed FCC Rules Scc t1 o nn 51.309 and '> 1.31~ . A lso. s •·r· 
Sect i on 2~ l( c) (3) o f IH· /\c t. 

GTEFL: No Re aso nablr r P!;t r lCL 1 o ns d r ,, n•·n·ssat y Lo pr ev•·nt 
Sprint. from c1rcumv ent1.ng Lht! Act ' s pt~ctn~ dlSLln<:LlOil lJ•' w• · .. :. 
resale and unbundling. Leg1 s aLi v e hlsLo r·y pro v es Lhdt cong rPss 
d1d n ot. 1ntend to adopt Lwo s •~Ls o f wholef>ti)C' prl. cJ ng st<l nl<uds 
f o r· lh" 1dentical servi <: l 's 

STAFF ANALYSIS: Scctton /.'>1 tel (ll o f t hr· T ,. J,. ·omrnu nJ c dt I •III!; /\c t 
of 19915 states thaL the u H:urnbPn L :oca l ~ · xc lwny~' ca ttl•~ r l1o~:; t h•· 

du y t o : 

... p1·ov1de, LO any rr•qu · ~:; 1ng t "l(•c:ommun1cc.1 10ns 
c arrier for Lhe pro v1 sion o f d Lel,~communl c-a icms 
serv ice , n o nd1scrim1naLory a ccess LO n•·t wo 1k elemenu; 
o n an unbundled basi!.i aL any r·c hni c .t !!y fea~;iblc J)(;! !Jt 
O il raLC'S, terms, and Conditio ns LhaL oll .. JUSL 
1 "•, ~;orw b I 0 , a nd no nd i !;< · r i m 1na t o ry ... 

This same sect.1.on 111 Lhe /\c:L also sta es: 

An 1nc umbPnL local Pxc hange c arr1er r:;il<~ll pt o vtde sucn 
lJJlhundl •d nt"twork •' 1 • •rnt•nLs 1 11 a mann•·r t h.tt c~ll o ws 
l f''lJUCSLing carrie1s t < combt nP such , .J ,· rn•·nt ~; 111 o rd• ·r 
Lo pt o vide such LPlP C<Jrnrnun icaLto n s H~>IVl C •' · 

St c1ff tnt.c>rprels this sect lUll of the Act. t u pr-rm1 
n f rr<'t wo rk P1cmenLs 111 <IllY mr~nn1·1 Spr· int ··hoo~;p s , 

H't'l(•<.Jll011 o f a n 1X 1Bt illCj (;TEFI. !;f•IVICP 
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Sta ff bel 1ev es purchas lll9 <Jn <' Xl St J.ng rt:Ldl l !j•·t v1 c · c1t 
wholesa le rat~s is not the sam•' as I'PCrcatJng the sam(· LYP'' r f 
scrvicr> by combining unbund le>d P l <:>mrnt.s. ThP FCC ' s t-ules o11•· 
clear Lhal a requesting Lelccomrnunic·at.i o nn Cilll"ic t c an pro v1d,. 
any telecommunications sel-vi c:" that c an be- o ffPt·ed by mt•<Jn:· u f 
nctwo1k eleme nts. Spec1f i cdll y, S•'C l.J on 5 1 .307(c) prov1d• :; th.tt 

An incumbent LEC s hal 1 p1 o vidc· <• rf'qu•~ :; 1119 
telecommunications ca 1 1 1e1 acc:c!:;s t o r111 unbundle d 
llPt WOtk c>] c>mf"'nt, il l011CJ W!tl! d )] Of t}JP Ut tbUndlPd 
netwo rk element's fcdtutv:; , fun c tJ o tw, <~nd 

capabil1ties, in a mannc t- that allows Llw rr~qu,~S tlllq 

telecommunications ca rr1c>1 t o l..)I OVidr~ any 
telecommunications serv1ce that. can hr o ff(:rr·d by mrr1ns 
o f that nPrwork elPmr·n t . (Ptnphasis added ) 

A Jso, Section 51.309(al p 1r,v1dr·s t h .tt: 

An i n c umbent LEC s h~.d I no t till(!' :H· ltntt t .tt tom ; , 
lPStllCtl011S , o r l PqU l ! Ptn~"' ll tS tJJI H'CJUt·Sln f o r, Ol tht • 
use o f, unbundled netwo rk elen~t•nts h.1 would impa1 1 
the abil1ty o f a reque::st1ng tt:lecommurncat1ons ca u -l •· l 
to offer a telecommunications sPrvicP in the manner 
thi'lt the r·equestinq tc>lr>comnnHli c at.lOnr; ca tt- iet lnt•·nrl:; 

lrt .tddtt.JUII, St•<.: Ll O rt '.J l. ~J',I <~ ) :;t . lt ••:; 1lto1t ".t rl r n c· llmh••rtt J.Jo:c· 

shall prov ide unbundled netwo rk t;l t..:ments 111 a munn•·t tltdt .t l I ~~w :, 

r equesting telecommunic ati o ns Cilll 1er t o comb1nr such nPt wo tk 
element s in order to pro vide a tclccommunJ catlo ns sc rvi cP ." 
F1rwlly, Sect 1o n 51.315(c) >peclfH·ally p1 o vidt' fJ that upo 11 
request , 

an incumbent LEC shall pet f o rm the funct 1o ns llL~cc ssi.ll y 
to combine unbundled eleme nts in any mnnnc•t , e v e n i i 
tl1ose elements are n oc o rd1na J1l y combined 111 the 
I n c umbent LEC's network, pt o vJ dcd th<Jt. such cornbllldL Jun 
is : 

(]) technJ.cally f easibl ·; and 

( ~) wo uld n o t 1mpau t h' <.1bil 1ty CJt o the1 c a1r· u:;:1:; t •, 
o bta1n access to unbundlt::d network el,.ments 0 1 o 
1nterconnect wi th th"' 1ncumbent LEC' s netwo rk. 

~ l 
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In , 333 of che Order, the FCC staces: 

Addit:.ionally, cardets solPi y using unhundl~d netwo rk 
r_lements can offer cxch.tngf• rl CCPSS !;•·rvi c·t ·s Thr•n•· 
:;Pl-VlC"I'H , lJ<lWI•VI 'l, .Ill' II >I .t V.tl]diJ)t• f il l lo•::.t)P ll l l< l< "l 

~:··ct J o n 2~1 (c ) (4) uf t lw 1 Y96 Ac . 

Whi le the service may app0a1 the same to an end user, the servic•· 
is clearly different to the carrier , based on h o w iL 1s 
provisioned. 

The FCC's Ord er, 334, staLes: 

l f a carrier taking unhundl ed f'lemf'nl !; rn.1y hav0 qr •'· '' •· 1 
cnmrc'l it j Vf' n rro1 I IIIli I 1 r•:; I h.! I I 1".11 I I • ' I !I • lf f 1'1 lll'J 

::c•tvi,·c·n .tV.ttl , tlJI • · l <l l ll'ti.tlL·, they .t l~u i.Jc• gtedtt:l 

11sks ... It thus taces the r1sk that. end - us•·r 
customers will not demand a sufficient. number o f 
services using that fa c ility f o r tht=- ccHner o recoup 
i s cost . (Many netwo rk L•lemPnts c . .ltl h·· u!;Pd to p r ovr d·· 
a number o f diffen'lll ~h'tVlC'S.) A c:.tt t ler tha 
resells an incumbent. LEC's s e 1v1c s d>t~s not. fa c Lhf' 
same risk. This distinction 1n the 11 sk botnc by 
carriers entering l ocal markets through 1esale as 
opposed to unbundled c•lemenLs is likely o influencP 
t he entry strategies o f various potent ldl compel itor s. 

Sprint states that the Commission shou ld n o t allow GTEFL to 
restrict Sprin t's ab1lity to combinP unbundle>d ne wo rk Pl<·m•·nt s. 
Spr1nt asserts that in order ( o l con:;ume r !; t o ben"fit fr om 
cornpet1tion, carr1ers must,,,., abl •· l.O c s1ly o btain and confJgurP 
the unbundied elements that they w1ll usc t o pt o v1de servi ces . 
(Hunsucker TR 185 ) 

GTEFL a tgue s that Sprlnl should not b t· pctmlLLed to 1vc td 
the mand Led res,lle pricing ~Landar 1s by 1 ecombu1ing unbundlt:d 
elemen ts inco a serv ice equi valent t o a wholesale offer1ng. 
(TrimblA TR 4 35) GTEFL states that allowing the combination of 
unbundled elements into an equivalent serv1ce> would r••ncir>1 1 ht· 
/\r·t • s rl1 sl 1 nrl ton bPtwren unbund I ~'U "l rm1•n 1 :; .tlld whol · ·~;d I • · 
:;•·1 vH.:•·:; ltll'•lllln~l '~s. (Ttimble TR 4 3~) GTEFL staLes that ne1 h e r 
Congress nor the FCC intended to encourage this sort of Lar1ff 
arbitrage. {Wellemey er TR 576, 582) Howe v er , GTEFL's witness 
Trimble could not cite to anywhere in the Act o r till" FCC O td•'l 
llt.Jt said the costs to the ALEC s h o u ld be the same whethe t they 
lluy a service at wholesale 01 comb1ne unbundled elements Lo 
recr ate t h e same service . (TR 511) I n addition , witness 
Trimble agreed that the FCC's Order at Sect ion 51.115(c), state~ 
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t ho~t 1\ !.EC ~~ c an r o mbin e unbundled el ements in i'lny manner the y so 
dc·~ j 1 e . ( T H ~ll) Further , GTEFL w1 t JH'ss Mc•Jitl J d wu~; <~sk • ·d u 11 

c r o ss e x amination i f Sectio n 25 1 ( c ) (3) contaJn•·d, " u p 1o h ilJ J t '' " ' 
~ya 1nst r ecomb1n1ng eleme n t s II TR 7 4 5 , 7 4 6) WJtnPss Me na r d 
a n s we r ed, " It d o esn ' t contc.t 1r. a pro h 1b1 i on , but 1 1 lso. 
doesn' t mandate 1t ei ther. " ( TR 7 4 61 Ho wevr> t , accordtng t .; 
Spr1nt witne ss Huns u c k e r , Sec tio n 251 (c ) (3) o f t h e Ac L , " place d 
no rr·str i c- t i o n s o n a CLEC ' s 0 1 ALEC ' s a b ility t o c o mb1 n e 
unbundled elemenl s . " ( TH l 3"1, l ~8 ) 

~ ; t . 11 t <"<>Jwu t n w ith t lv · FCI 's 0 1drt rhaL pu 1 r.:ha[,.;] r1q a r et"; 
s..: 1 v ic..: ot wholesal ~ d oes n u t cunt ul . tiH' ! i dlll• · ,. ! · ·m••n t n f 1 1 ,; k . ,:; 
1 ecombini ng unbundled e l ements to rec reate a s1~ 1 v 1c e. Sp11 nt 
witness Hunsu c k er sta tes , " . . . 1 f we seek to comb1n e e leme n t s ar .d 
purc hase unbu ndled n e twork elements, we i ncur diffe r e n t r1sk s and 
J1 t f e r ent costs 1n hav ing ) puL t h o se back Lo g ethc t t o put a 
Cully i n tegrated serv ice b ack o ut Lo Lhc end w ;,•r. " (TH 1 3 8 ) 

Spri n t asser ts tLat i f t h e y b u y unbundJ e d c l ''IIH.::n t s t hey huVl' t r; 
put t h em back tog et her , devPJ o p ot h e r s y sLems . a nd manage thr· 
servi ce s d1ffere n tl y than if Lhey bought a tnsold s e rv1 c e. 
( ll·m s uck e r TR 184 ) Spr1 n t ' s w1 Lness llu n s u c kr> t states Lhat L IH" l ,. 
1 : ; .t dt ff, · t •· t H'• • i n brco rn inq .1 JPsr l lel ilnd .t nr• two rk baSf-' d 
competito r . lie sLa t es L h u t. t f y u u :.;r mply lv :;•·ll th· · J.EC ' :; 
service y o u a re " restricted Lo using t h e i n c u mben t LEC ':.; nvt wo rk 
a n d t h e services the y have dev elop ed. " Huns u c k e r (u r Lhe J s tult.>d · 

l L 1 <jCJ UIIIJU IId) l.:d ll(: t woJk r· lr•mr·n t n ilnd 1 dPp l0y my o wn 
s witch, L hen I have t h e c.~b1 l1t· y Lo <:J C.: rH.: J c.J L • rH;w 
s erv ices, and e v en if I'm buyi ng unbundled s witc hing 
f rom GTE , if t h e re is A~ N tr1gger s i n Lhe s witch , I c a n 
g o o f f l i n e and develop my o wn vert ~cal f eatures tha• 
GTE may not have pu t 1n the marke t So it could o f( P I 
the consumer s mo re cho 1ce . [ S IC] (TR 18 !.> 

Staf f b e lie v es tha t purchasing an e x isL Jng re tail serv 1ce a l 
who l esa l e r a tes is not t h e same as r Pcreating t h e s ame t y p e o ( 
:;, · r vicr> by comb i ning unbu ndled e l e mrnt s and is s upporte d b y 
parag raph 3J 4 o f t h e FCC '~ Or d• · 1 

Based o n the c l e ar d irect1on of sectio n 2 51 (c) (3) o f Lhe Ac L 

and t h e FCC ' s Orde r an d Rules and the r ecord , s La ff reco mmends 
LhaL the Commiss i o n a llo w Spr1n t t h e a b ility Lo comb1ne tlnbund leJ 
n e t wo r k elements in a ny manner they c h oose, 1ncluding r PClPat i ng 
e x 1sting GTEFL services . 
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ISSUE 4: WhaL services p t'ovidcd by GTEFL, if .1ny, should br> 
e xcluded from resa le? (STAVANJ A) 

RECOMMENDATION: GTEF'L should be n~qui rcd Lo u f f e 1 ( o t t esJl<> 
any services it provides at reta1l to end user cus tome rs wh( at~ 

not t.elecornmun1caLions carrie1s. These serv1ces include a ll 
grandfat.hered services (both current and future) , promot1ons that 
e xceed 90 day s , AIN Services (both currenL and future), Public 
Pay Telephon e l ines , Semi - Public Pay Te l ephone lines, non - LEC 
coin and coinless l ines , Lifeline and LinkUp services , 911/E911 
.llld Nll services, operator services, directory assistance, 
nonrecurring charg es , contract serv1ce arrangements (bot h current 
and future), special access , private _ lne services ariffed under 
the special access tariff, and COCOT coin and coinless lines. 

POSITION OF PARTIES 

SPRINT: GTEFL services available for resale should •nc lude , 
WlLho uL unreasonable or discrinnnato r y condiLjons or limiLaLions, 
all services offered at reLail to end users , inc luding, hut no t 
limit0d t o : vol ume disco unLed ptoducLs, grandf.1th r d pt o ducu;, 
individual case basis products, operator serv1ces , directory 
assistance , vertica l services and promotions. 

GTEFL: Tht• Commission should r>xclud•· ft o m r· r ·:;.t ] P brlow co'>L 
~>t' lVH't~S; p l 0 100L 10 11 S ; future .Jdvclnced 111 telll q1•11 l llt'IWOt- k ( /\ I N ) 

services ; public and semi - pu blic paypho ne lines ; and non
telecommun ications serv ices . GTEFL w1ll resell, but not at 
wholesale rates , services already priced at wholesale; o peraLor 
services and directory assistance ; non - 1 rcurnng c hu rgc servi (·r>:-;; 
Jnd fuLure contracts. 

STAFF ANALYSIS: Section 251 (c) (4) of the Act requires local 
e xchang e companies (LECs) to offer for resale at wholesale rates 
any telecommunications service that t h P ca rri e t pro v1rles at 
r·t>t<1il t o subscribers who an• no t Lelct·ommuni c cllions L" il t· ri t · t ~;. 

Thrs is [urLher clarified 111 Lhc FCC Ordr.:: t. (Order at ~ 8'11) The 
pr1mary dispu te in t h is issue is over what s e tv:ices are reta1l 
services . 

S0cL:ion 25l(c) (4) o ( Lhc /\c t sLates LhaL JLECs llc1ve d duLy: 

(A) to offer f or resale at whol esale raLes any 
telecommunications serv1ce that the carrier provides at 
retail to subscribers who are not Lr>lrcommunicaLions 
c .1 rri crs ; and 
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(B) not ro prohibit , a nd not to 1mposc unreasonable or 
discriminatory condi ions or 1im1tations on , the rr·salr· 
of such telecomrnurncations servJ cP, ,.xcepL that cJ s aL'' 
commissi o n may, ('0nsistenL wiLh r e•gul aL ions pt P:wr !lJf·d 
by the Commiss1on under t h1s sect.1on , prohib1L t1 

reseller that obta1ns at wholesal~ rates a 
telecommun icati o ns service thaL is available uL 1eLa1l 
o nly Lo <l caLPgoJy o f subscribC' t.> fro m o ff"'r1ng !>tKh 
serv ice Loa drUvt('llL cat.ego1y u f ~;ub1wr:ibcrr3 

Paragraph 8~1 of he f-TC'' s Ordr>r SL<H <·s · 

... We conclude that an Incumbent LEC musL esLabl1sh a 
wholesale rate f or each 1eta1l serv1ce thaL· ! l) mr>r>t:; 
t hat stcJtuLory def1niLJon of a "telPc:ommunic·.tt.ions 
service ;" and (2) 1s provided at reta il Lo s rbs ·tibr· r t, 
who are n o t "telecommunica 1ons carr1e1s. " We Lhus 
find no statutory bas1s f o r l1mit1ng the re~ale duLy t o 
b<.as1c telephone servicf·S , as some suggesL. 

The FCC , in its Order, addtessed the imparLance of resal~: 

Resale w1ll be an tmpo r Lant entry sll.tlegy f n many llf'W 

l..!nttants , espec1alJy 111 t.he shor tt>trn whPn Lhey a r t· 
bu1lding their own facll1Lies. Furthr>t 111 some arc·a~; 

and for some new e nLrilnt s , we e x pec t that. Lhc resale 
option will remain clrt 1 mportant enu y !.ill <~Legy o ver t lH ' 

1ongC't- Lerm. ResalP will also b e an important e nLry 
strategy for small bus1nesses Lhat may lock capital to 

compete in the local ~xchange market by purchas1ng 
unbundled elements or by buildi ng the1r o wn networks. 
In light of the straLegic importance o f resale Lo Llv· 
d<.!velopmenL of compPtlLlon, we concludP Lhat 1 t rn 
especially important. Lo pro mulgaLe nat ron,tl rulr·s fen 
use by state commissions in se tti;,g wholesale rates . . 
(Order at 907) 

r;TEPL' s Pos:i r ion 

CTEFL w1 tness WellemL'y<.:t conLends Lhtlt GTEFL w1 11 <>f f ,., .11, 
the services it c urrent l y o[fets on a r ·Lail bas1s except for 
hPlow-cos serv1ces, promo 1onal s Prvices, new AIN serv JC(~r;, rw 
pithltc oll lC I HC'Inl pub]}(' p.typhonr llnr>s. (TH ., .,l 'J7 4 ) 

Wit.ness Wellemeyet !3Ldl•·s thJt GTEFL wr ll rd !PJ ti t•· 
foJlowing services for r esal e , but not ell whol f·sale 1at.es : 
r-,pr rator servi ces and d11 ec t. ory assistanct· , non 1 ccurJ' lllg cha1qP 
: 01·1 Vlt' l '!~ . !>JH• c· i ,il rH'Cf'Hf; .l!ld p1 IVo I"' ]J ilt' H ••J Vl('P!l and ('()('()'f' 
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Customet Owned Cotn-Opera ...:d Telephone) co1n an 1 co1nl •"'s~; . :r.•'!>. 
!TR S'l')) 

~·pl!lll '!] POSit ion 

Sptint states that all l(~gul.ttPd tf'lPcommuni r·atl o ns s•·rvl ~..; • •!; 

o ffen·d t o end users o( GTEFL must hP riValldblt>, o n L'r rns •lltd 
cond1 ions that are n ot disc riminato ry, f o r· resa lP by SprHll 
Accordi ng to Sprint , these servic:Ps inclu:J · v olum,. discot.:nt 1·d 
products, grandfathered products, i ndiv1du~J rasP bas1s products , 
up•'l cl or services , direc ory as!>lstance, vf-'rtlc:cll s~rv1ces and 
pr umot 1ons . (Hunsucket, TR 86) 

Sp1111t argues that GTU·'L h.J~, f <..1 1 I cd t c d•·tnCJ!lS L r11 (' t l!.tt .tny 
n~strictions o ther than he cross class r <.:stnc: 10n prov1d~>d 111 
Sec 1011251 (c) (4) o( the Act and the shorl. · t•·rm ptomotlora 
tr>s r1r ion in Section 5:: .61 3 (b) o f tht: FCC's t t!l es att> 
r~asonable and non - disctimlnato ty ( BR, p 12) 

The follow1ng servi ces are 1 n d1sput c· <~nd w1ll be d1 sc:uss•·d 
rnd1vidually. S aff woul<l notr• hdl Spr1n d1d not specific, lly 
.tddr ~ss each o L the f o llu w1ny !;• r vrcf's. Sptllll fully supportH 
the Commission's decision 1 n Dockr>t Nos. ':ib08 4 ., TP and ~60~80 Tl 
ilnd rc>quests that the Comml!>Slon ,1pply to Spr1nt the same 
n'str ictions on resale cont.Jined 111 that df'Clsiort. (llunsuc!< •·r . 
Tl~ 1 •1 0 l 

B~low -Cos Service 

GTEF'L w itness WelJemeyer cl SHP tt!; tlhlt cc r l<..~in (unidt•nt if i •·d 
se t vJC·•·s t f>Cei v r-- contribution from o ther SPrvi cr->~; . such J!; 
inttilLATA toll, access, and Vf'rt rc.tl t~nd du.;cti·!Jon<.~ ty H•' IV !t"•·!;, 
all of which are priced abovr· lllCtl!rnental cost. GTEFL argut.'S 
hat 1f it were required t o o ffC't 1 s b<'low cost s~rvicf·S on <~ 

wholesale basis, then other carr ie1s woul d (1) obta1 n avo1dPd 
cosL d1scounts for bot h b<:> low cost anrl above c:r st se rv) Cf'!3 , clll i 
(2) be able to pocket the contnbu 1ons (t o rn the .tbo ve cosL 
serv ices that had been use d to p: ice the o ther serv1ces bc·low 
cost. Accordingly, GTEFL states hat 1t could not covet 1ts 
total costs unless these servtc• s re excluded Lrom GTEFL' s 
whol(•sale offerings or arc> repnc d to covet Lh··ir cos s . 
(Wellemeyer , TR 572 -573) 

GTEFL wi tness Wellemeyer states that also considered 111 

dPv Ploping resale rates f o r bas te e x change service is tl1e fu el. 
1 Ito~ t 1 •·rrr•ll 0 r n rio no t <"J0!1f' t":tll y c>ndc>ilVO I l o r;r•] 1 on 1 y l Ito· h.t:; 1 ( ' 

(,,.·. 1! ::o•1 VI\'(', but ldlltt'l tlto· ••ltl 11o• l 11111C il• · o>f ::o•1 vit·•· :: • 1111 • "111 ly 
u f il'H'U by GTEFL. GTEFL dtguo•:; ll lunes cun~.ndt·I.thl·· 

l6 
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CL>Ill lli) Ul lOll dSS0.:7lated With 111y comp ] •'lll<'llt.tly :;••JVlt'PS , llOL db Jy 

1n raL/\T/1 Loll , and th1s lost conL nbution 1:. p t <P•' t ly tnclud··d 
r..~s an opportun1ty cos t 1n devl>l o p1ng LhP ptoponrd n '!><Jle liltt· ~;. 

! TR 578) 

GTEFL argues t h at whol~f><ll:ng bas1c !W l vtc•' w1l l v1 ol. t , . t.Ln 

Fl0r11i,1 Lr.:><JlSlature ' s rlPt+ lm lnil tton rh<1t f L ll tile local !>•'lVtcr· 

should not be requ1re d L o h•· l•·sold b r•for ·· ,J<~ly 1, J<J <l7. Sl'ctton 

364 1S1 (2). Florida Stalut. P!; 1r>qu1r0s t h,JL 111 no event should 

flat taL(' loc<J) serv icP. h·· t •·quited t o b1 · tl ·:;cJlrl befo t l'! Ju ly 1, 

1997. 

Spr1nL atgues that Lit: 1\c a n n Jt.s tmpl •·m•"11 L l ng r~'-gu l.t tl OI~s 

oic not e x empt serv1ces L lnt a t P prov1a~d at l>•:low cos t fro m 

'_j':'EFL ' ~; du ty lO o ffer any I•·' t. l te}PC0ffiffilii1H'olt lOllS !i•·lVJCt· f o l 

tE:sale a wholesale rate~. (~2S1 !c) I IJ ) ( /\ , ~;',lJO' ,, . 
§Sl.613(a)) (BR , p.12) Sptinl 's w ttnr·!is St.thl y s t r<l •· s ttltl 

wholr·salr> t a les will faitly r-ornpensatP ILEC:; f o t w1tol,.~;cllP 

services jusL as fully as 1 •·t c1 i I 1 dU·1; cornp•·rw.JU· t h•·m f 0 1 1 ••t .t i 1 
S•· JVl C'<'S , sincP the ra te fo t wholesa} f · JS th" t •' ld ll Inti· rntnu:; 
ilVOlded ·ost.s. (Stahly, TH 2rr1 

Spr1nt also disagrees w ith GTEFJ. LhaL t esal •' should l w 

l1nnt.ed because GTEFL would be p rPvP.nted f t o m 1ecov e r1ng Its 
tnt.ll cof;ts 1f it we r e requ11ed t o tesel1 st> rv1 cr~ !.i LhaL dt•· 

~JJ uvt dt·U bvlow :ost. ( llunsuckr>t , Th 12S) Sptint .1 !CJU""S tlt.t t 
GTEFL' s 1nab1l1ty to recover lLS t o ta l cos t:; dof·~; n o L ho~v• · .tny 
val1d1ty 1n l1ght of the avo1ded rosL pr1c1n<J standatd f a t t• •:.;old 

serv ices . Sprint. asserts that. thosr.; cos t s wlt1ch are avo 1dPd 111 

•d f··t·JncJ LIH' SP t·v ]cP o n a wl,r,Jrsalt> basts,~,,. costs hilL w ill no 

lull~t; l U(' J IICUl!t:d uy GTEFJ.. Tllf•ll'!fJI I', GT!·.l·J. !;ltquJd "XP•' I I • ' IH'• ' 
no price squeeze in this tegatd. ( llunsucY.•·t, TH 12r,) ~; I J ' 1111 

further staLes t h at GTEFL w ill st1ll r0c riv"" V I rt uall y c 11 o f t. lw 

C'Ontributions t hat it d id as a tesale pt o v tdf' t, si nce Sp t lilt w t. 1 

.tl~;n ptltc-hnsr h1gh margin VP l t J cill sr t v 1cr·!; .tt wholr:s.-ilr· I t o n 
GTEFL. In addiL1on Lo Lhl' cont.r1bu t :on I 1 0 111 v•·ll1 <'d1 ~ ; •·IVt •· · ·:;, 

Spr1nt witness Hunsuc k e r states LhuL GTJ:::FL wt 11 !.iL 11 J 1 Pt .. 111 t ll •· 
access contributions , just. as ll: al ways has . !TR 17.S-12Gl 
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GTE FL' s witness Wellemeyer stM ed tha "it is note wo rthy 
that Lhe FCC "declin e d to limit " resale nf[erlng~; to e x c lude 
b e low cost serv 1ces but did not prohibit a resale res n c: t ion ." 
I Wellemey ~ r TR 573) However, the FCC's Order o n l11s subjec t 
prov1d~s hat: 

S11b j r>ct t o the c r oss -class resL r icL ions di sr;usr;,...d 
b··l u w, Wt· bel iPv,... t hal br;)ow c:osr sr~ 1 viC(;:S <~r • · sub j Pct 
t o the wholesale rate o bligati o n undr> 1 sc>ct i (JJJ 

2':>1 (c) (4 I. First , the 1996 Act applies to any 
"t !·lt'COmmunication s serv ice " and thus, b y ll.S Le1ms , 
d PP :; n o t exclude these types of services. Given the 
' JDill o f Lilt.:! 199() /\ct t o encourage competiL1 o n , wf" 
decline to limlt t h e resdle obl1ga t ion w1Lh J r>Gp•·ct: e n 
certain serv ices where the 1996 AcL does not 
specifically do so. (Order at , 956) 

Staff is noL pe r suaded by GTEFL WlLness Wellemey••J's 
interpretatlon that t h e FCC did noL prohibit a 1 ,,salr> 
resLriction. The FCC decl1ne d to limit resale o bl tga 1o ns beyo nd 
that provided in t h e Act, because to do so wo u l d undct·m1ne the 
' Jr>il l n f the Act to foste r competit1on. 

The FCC Order prov 1dcs t hal bel o w cwn sr- 1 v 1< ·• ' !> .11 c· suh J 1: c t 
to the wholesale rate o bl igation under Sec t ion J.';] (cl ( 'I 1 . 

SpPcif1cal ly, the Order states: 

F11:J t . 1 11•· l'J'J (, /\•· t olfJfJ I l"n , ,, d "tP lPcomrnu ni caLlons 
serv1ce " and thus, by tL :.; L< · ltllli, d 'J•·: J no t •·xc · Jud, · thr;.r 
Lypes of services . Gi ven ~ he goal of t he 1~Y6 1\c:L Lo 
encourage competition , we de c line Lo limit the resale 
o bligation with respect Lo certain services where the 
Act docs noL specifically d o s o S~cond , simply 
because a service may be pr1c:ed dt below cos levels 
does not JUSt ify d e nying customers o( such se1vi ce the 
benefits of resale competit1on. w note that, unli k e 
LhP pricing s tanda rd for unbundled 0lements , the resale 
p1 1 c · i ng st.anda z·d is no based on cos plus a reasonable 
JHOI 1t . Th~> I P~>alP pr1 c1nq : a. rt nrl<~Jd gi v e>s the e11d user 
t.he benefit o l d n irnplic:1L subsJdy in LIH• cclfj f ' o f 
below-cost service , whether the end user 1s tic t ved by 
the incumbent o r by a reseller , j ust as ll cont 1nues to 
t . d~· · 1 hr> contribut1on if the serv ice is priced abov e 
< •J:.n . :.;CJ l'JII'J ,.t iJ rr· n.JJ r• r1f t hr r.rrvj ce i:. generall y 
rest r 1cted to t hose customeu; e11CJlblt• \ () l,. ,· , ·rv· · !;w ·h 
service from the i n c umbe nt LEC.. . (Order at ,~~b l 
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Based on the requiremen · s of the FCC Otd" t , sta ff bt!lt•·v•·:; 
that bPlow-cost services il1r· ;.ubj•·ct t o tl·: ;.tlP HO long cl ~l t•·s d l t• 
1J f I ilt· :;ervi.c:c is reSLl ic:Led LO those CUSLOitl('rS <.>1 igibl tO 
rect:lVC' the service. Staff also uel1eves t hat the Act preempt s 
Sect lot . 364.161 (2) , F'lor1da Statutes, because Fl orida · s 
prohibition o n requiring resale o f flat rat,. locul Sf'tvic•.: uc:f o t•· 
July 1, 1996 directly con(licts with the Act . 

Promot 1 o ns ilnrl Cont rrlC' I .'-;f' I vi ( .,, AI I diiCj(• lfl( •J ) \ .I 

Witness Wellemeyer cont e nds rhat GTEF'L should not bt.~ 

required to offer services s uch as promot1on:: o n i1 whol Ps,d •· 
l:as1s , s1nce his would pre ven t GTEFL from dlffezPntiaLlng its 
t !.;!Ldll services from those of competing ca t!J•~ , <;. GTEFL argues 
that a competitor wi ll b e able to o f fPt any !;••t Vl<'P i L w,mt ! ; 0 11 

<~ny t rnns and conditions it d c>si I t 'S t o clll 1 d<'t n•·w c:us LOm(' l s , <.~nrl 

CTEFL nPc>is Lhis same flexibility t o tespond t o corrpetition on a 
!"eLail basis and give its r.ustomers mo re chotcr~s . (TH 573) 

Witness Wellemeyer o ff ers tha t GTEF'L wou ld have absolutel y 
no 1ncentive Lo develo p add1tional pro mo tio ns clnd ot het n e w 
serv1ces that would benefit c usto mers because Sprint would Lake 
and use them for its o wn marketing and economic advantage. GTEI:L 
contends that this result is contrary t o the purpose o f he 1\c:t 
by l1miting choices to customers. (TR 573 -5 74) 

Wll tlt.!SH WcJ1emey er sLates that 1t 1s noteworthy that 1f all 
avo1ded costs are p r operly reflected in t h e who lesale pri ce f o r 
the under l y i n g service, t h en promotional of(ctings have n o anti 
competitiv e i mplication s, regardless o f the durati o n o f h t: 

o ffering. (TR 574) 

GTE FL has agreed to resell futut• ' contracts aL a pt1 cc Lll.lt 
r eflects t h e costs a v oided b y sell1ng .:lt wholesale. (WeJlcm<>Yl' l, 
TR 5 77) Witness Wellemey er s t at e s that existing contrac t 
servi ces are o ffered under terms and c·ondJ.t i o ns o f c1 s tanding 
~"Onllact between a reta1l customer and GTEFL. Witness Wellemeyf' t 
st~Les that if a customer present ly u nder contrac t with GTEFL 
c hooses to c hange to Sprin t (or any ot her can 1er) , t he n 
termination liabilities wou]i appl y . (TR 577) 

~p1 i nt .1 1 <Jlli' S l h<lt "1 I p r o mot i o n:; :> ho u I d IH· d V d i I dbll• l u 1· 

r•·::.tl··· Sptlnt states , ho we v e 1. that according to Lhe FCC 's 
0 1d01 at paragraph 94 9 , promot1ons greater tha n 90 days mus L 
carry a wholesale discount as a resa 1 e o f f e r 1nq. ( lfun:i ll<'kl' 1 , TH 

R6l 
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Although staff is concernL•d c.IOOUL lllt~; tt>qutterr.r•nl, ~;t.df 
bel1.ev; ·s that the Order is clPar that pt omot1onal or dlsco tHtted 
o(fet lngs, including cont1acL and ot he t customet spec1f1c 
offerings , should not be excluded from tesale. (Order at ~ 948 ) 
Staff is not convinced that GTEF'L has madC> an adequate sho wing d!" 

to why it is appropriate to resu i cr promo t ions. The PCC' Rules 
require that an ILEC shall apply the wholesale discount t o the 
ordinary rate for a retail servtcP rathet thc.~n a special 
ptomutional rate only if (a) such promotions involve 1:ates Lhat 
will be in effecr for no more than 90 days; and (b) h0 lLEC do;·: . 
not usc such promotional offerings to ev~de Lhe wholesalP ta t P 
obligation , for example by mak1ng available <l seque ntia l St't t..!!; 

o ( 90 - day promotional rates. (§51.613 (a) (2)) 

AIN Services 

GTEFL has agreed to resell its c urrentl y ta11ffed advanc ed 
intelliget.t network (AIN) services at a wholesal e discount. 
(Wellemeyer TR 575) Wi tness Wellemeyer states that issues 
involving trigger access to a competing carrier's network 
platform and services must be resolved before GTEF'L could of(et 
access to other AIN services. (TR 574 ) 

Sprint does not address AIN services . 

Staff believes that both current and future AIN services at r· 
subject to resale. These services are sold to cus tomers who a t " 
no t tPlecommunicacions providers. Section 251 ic) (4 ) of cne 1\ct 
t< ' lfli ii<'U incumbent locn1 PxChrlnCJC companies t o offer for n•salr· 
at wholesale rates any tel e communications sctv1.ce that tht> 
carrier provides at retail to subscribets who are not 
relecommunications carriers. Thete are no except1.ons chat woul •l 
~pply to the resale of AIN serv1.ces. 

Publ1.c and Semi-Public Pay Telephone L1.nes 

GTEFL argues that publ1.c payphone lines are not retail 
S•'t vice offerings, and therefore, are no t requirPd under th•· 1\c 
t o bP t ~~sold . (TR 574, Sr-·ct ion /.S l (c) ('I) ( /\ ) ) 

Witness Wellemeyer also contends that (or semi-public puy 
phones GTEFL does not agree to offer for resale the coin statlv :. 
apparatus in that it is essential to the service of fer 1.ng as it 
is c ur· rrntl y defined . GTF:F'L states tha t if iL cannot be r·equu·, ·rf 
t v sell equipment , it cannot bC> r;~qutred to lPscll the ' 'n t 1n· 
serv1.ce. Witness Wellemeyer argues that semi- public pay 
telepho ne lines are not currently priced Lo support maintenanc~ 

1\0 



DOCKET NO. 961173-TP 
D/\TE: January 10 , 1997 

and col lect.ton act1vities ~ . thou t subsLanLlal supporL f1 om toll 
collecti o ns. (TR 5741 

Spr1nt does not addrrss 1JUbl rc arH..I B<·mr pu1Jl1 c pc1y t•·ll·fJh••rl• 
:::. nes. 

Staff believes that publi c and sem1-publ1c pay tele pho ne 
i 11•·:; .11" subject to resale based o n the /\cL and the pre 0 1 de:r 

S t<l[ I u~c..:ogn.tzcs G'J'EFL ' fl dt!lf..>ll l (• t ltdl t1 tt<'llli pul>lr c p .ry 1 •·l•·pllr.rt •· 
'"q11i1rs a coi n access line and a coi n st.c1t.ion, c111d thaL S!Jil lll 
w i II I •·· r•·qui1c•d Lo ptovirlr" itn o wn co in ntr~ t. Jon. GTF.FL sto~tr~; 

LhaL Ut:::!cause ll cannot be t ~quit(.:d Lo tP: ;.·Il ••qulJ..>me>nt. 1t ".tllll l : 
be rl'qu1red to resell ~he ent1re service. (BR p .3 3 ) St.afl 
agrees that GTEFL may resr~ l 1 llf., qu1pmr·nt i f 1t is inc] lll•·rl t r, 

d o so ; h o wever , the coin access 11ne is .1 S L'JVlCe whi c h GTFFI 
o ft e 1 s to customers other than Lelecommunr ca t 1o ns earner~;. 

S··c t ion 251 (c) ( 4 ) o f LhP /\<" t requi t<'!i i n c ur'lhcnt l o c.r l 
e x chc1nge companies Lo o ffc·J f o 1 tl' tJ<.llf> dl who lr·:;.tle l .Jt •·: l .ar1y 
Lelec0mmunications service that. the ca tt lPI pt u vi<.!es .JL t•·t.t rl ! · 

s11bsc t.tbers who are not t~lccommun1cat1 om> ca rri e rs . The FCC 
0 1 d•"' t sLates that independc>nL public paypho ne pro vide rs arr not 
t\>l.:communlcations carrH:rs . (Order aL .-876) Therefo r e , publi c 
and semi-public pay tel eph o ne l1nes should be rrso ld. 

Ot ho·l Se rvi c es 

GTEFL contends that iL wil l o (f e r fo r resale, but. n o t dt 

wh o lr;sale rates , a ny service alr ·ady pn c cd at who lesa l ·· l<:rtr·~; 

Such serv1ces include special <.lC..: C t•!Jn, pl ivt.~Lc· 1 inc sr•rvH·t·:; 
tariffed under the specia l access Lari f (, COCOT coin and coi nl • ·. 
l1nes . In addition, GTEFL states that o p eraLor and drrPcLory 
ass1stance services and charges f o r No n - rec ut ring setvi ces 1 . • · 

primary service ordering and lnstallaLionl w1 11 also not b1· 
o ffci"Pd at wholesale rat es . (Welleme yc>r, TR ') 7:, ) 

GTEFL argues that spec.tal accrss und privaLc luH· ~.; ··1 VIC•·:; 

of(~red under the spec1al access Lar1 if, and COCOT co1n and 
co1nless line services, are alrPady ptl ccd aL wholesale . 
(WelJemeyer, TR 575) GTEFL note! ha Lhe FCC Order staLes Lh , · 
e ven though ILECs' access tar if f s do n o t prevr·nt e nd use t s f 1 o rr 
pu1chasing the service , t he language and lnLt•nL o f SP<.:t1on ?.51 o : 
the Act clearly demonstrates t lwL these e x c hange access serv1 ccs 
should not be considered services an ILEC "pro vides aL reLa1l t o 
s ubscribers who are not telecommunications ca rr1 ers" undet· 
·: · ·o ·r l<l l l /.~""l l (r·) (II). (131? p. Vl) (QJ('!! •r , lt ~ A·/n GTEFJ. f>l . l t ~'S t h.1 1 
11 ::tllll ldt!y t"Ullll! Cf. • JU JI<Jll J.J.:(" jl.ty to•lt•pll<llll' Jll <>VIri•• r :: (o! j., . 

- '11 -
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wholesa le prov iders, and G'Ll.::PL has pnc~d tts o Cferings 
~CCOldlngly. (BR p . 3 4 ) 

GTEPL conLends thaL Jpt.>ldl o l se tV I<"e B r1nd d1 r ecLoty 
assistance should b e resold buL no aL who lesale rates. W llrv· r~ : ; 

Wellemey e r argu es that because the provision o f Lhese SP I VlCt>S 
requi 1·es the same activities to be perfo t rncd wh ·t her of l e1 ed on 
retail or a resale basis , GTEFL does n o t b t' 1 i e v e LherP at" 
avoid e d costs for t hese services. GT EFL ::; t <~Le> s that e x c \'pt f CJ I 
the DA call allowance bundl e d with basi c local !H; l v1 cc, Llw co:;t •, 
for these serv ices are recov ered th r o ugh s .-par aL • raLPS, cl!1d a1• 
n o t included i n the rates f o r o Lher s r vic(•!; o ff1Ared f ell 11:;,]. 
(TH S75) 

Wi ness Wel l emeye1 a1 so asserts th-lL non r0c urring c hc1r g •·: ; 
should not be sold aL wholesale r ates. GTEFL states Li ,at tlwt• · 
are no associaLE>d costs LhaL can reasonably bo2 expecLPd o be 
avo1ded for these offer1ngs , so no discounL i s warranted . ' lhP 

rat.r's for pri mary servh:1· o rdc11ng a n d ln::Jt <.l1l<~ 10n nhotJld tlll l t ••• 

b<.~sed o n t h e application o f an dvo i d ed corn. d 1scounL t o t lw 
assoc iated reLail ra te , huL r, Lher o n an ••PP I o pt late· s udy 
ref lect1ng t h e costs of the wholesale pt·ovJSlOnlng prc.c•·ss. ! TR 
575-576) 

Spr1nL rlHi not pro vi dP Lest unony n •qdt d ing n o 1n ecur 1 1nq 
ch .. Hges tor l>L' t v ices. 

Ba sed on Sec t ion 2~) 1 ( c J ( 11 l o f Lhe /\<" L , r>t <1 f f bel i r>vt>!J LIF· 
l LEC 1s requ ired to o ffet for t esale aL wh ole>s.11 P ra es c~ny 

t Plecommun icati o ns servH'P Lhat thP c ar11P 1 JliOV JrlP s ill t r·t.l il 
suosct1b ers who are n o t L•·lecomrnu ru c a tlo n s CcllliPrs . End us•>t~~ 

can purchase special access. Th1·ref o r e, s p r>c 1 al acces::. 
constitutes a service pro vided at retai l t o subscribers wh o ill'' 
not elecommun1cations pro viders. In add ition , staff would f ,C . :.· 

out hat 1ndependent publ1 r paypho ne pt o vidPtr· a r e no t r ·o n:; 1Clf•t .. ~ 

tt•lecommuniciJLlon s ca n ic>ts. ln r·onclusHm, sta ff be ll •·v•·s Llld~ 

GTEFL s hould resell su c h :wrvi ces as s p r> f'l ul access , pllVc'l t. e l 1r. • 
servi c es tariffed under the sp~::ctal access t a 11(f. COCOT co1 n , 1 111 

co1nless lin e s, o p erator and dl t ~ctory assiALa ncr services. 

Summary 

Staff con cludes that, based o n the /\c t and the Ordrr, I J.EC'!; 
are required to offer ( o r trsale at who l,·n.tlc· 1·atcs any 
!; •J,communi c Li o ns se t·vi c , • t hat t he C"a tr l •'l plt lViclr!; .tt t~"l.ti l t ~ 

!ittbscrib c t s who are not Lt· l •·conHnttnlcull OII!l Cdl 1 i\' t s. Tilt:; 
Inc ludes all grandfathen .. d serv1 ces ( bot h c un·ent and ( uLU l t:l, 
promot ions that exceed 90 days, A IN Serv ices (bot h c urre nt ond 
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I ttl 11 1 ·· l , l 't ll>l i•· P01y T<'lcp'l()!lt ' llnPf>, Semi Pub! ic !Jay Telcpho n•· 
l.:.n~s. L 1 LeluH <~ nd L1r1kUp H•·rvtr·· ·: ;, 'n l/E 'Jll o~nd N11 sr> r Vl ( 'r•s , 
o pc>ratot serv1ces , directo 1y ass l>Ldn ·e, IIU IIt• ·•·t ltJIII'J r·h.Jr•J•·!. 
conLract serv1ce arrangemenL s l b o th currenL .lnd future ) , sp,·cJ,, J 
ctccr::ss, p11vaLc line serv.icPs tantfed undr>r h(> spr>clal ccr>ss 

t ar 1 f f , COCOT C:O l n and coi nl ~'SS 11 nt"'S. 

4 3 
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ISSUE 5: What a t- ' h e appropt i ., , e whol ~'!,ale l• '<'U t t 1119 and : J(J!l 

recurring c harges , terms <' nd cond1L1 ons f o r· GTEFL Lo c harge wlv.:!n 
Spr inL pu rc hase s GTEFL' s rcLa !l se rv H'r>:; f o t 1 •'S.ll (· ? (STAVANJA) 

RECOMMENDATION: r;TEFL should h0 r equi t-ed to o ff e r reta ll 
s rJ tVl ( '• 'S ar a who lesalr> dJ r;cou nt rdt t· o f 13.0'1 %. 

POSITION OF PARTIES 

SPRII:f!': Ge nerally , pricing o ( wholesale recurr1ng and non 
t ecutt ing s 1·1 vi ces s ho uld bP based o n the r e ai 1 sr;rvi c es p11 c Ps 
less avoided costs. All r·c t.aiJ :-;a l 1· s e x pens(· s ar-r> avo1dcd co:; tn. 
I n n o 1n sLa nce should "o p!JOrtunlty costs" b e 1rwlud1:d .Js ar. 
of f set to a voided costs. 

GTEFL: Wholesale rates should be base d o n clVCJl d r-d , not 
avo idable , costs. Thus , pri ces ( o r r esold !ir>rvJ cr· s s ho uld r·q u.ll 
retail rates minus net avo ided cosLs. 

STAFF ANALYSIS: The Ac t directed staU' commi sslO!lS o dr>l t; t mln•· 
t h r> appropriate metho dology f o r local e x c h .111gr> cornpan1 es t o :; r·t 
·.vhoJesale discount rates ( o r retail sc rvi c •:s. St:ctlon 2 S2 (d ) (3) 
o f t h e Act requires: 

For the purpose o f SPCLlon 2S1 lei ('l l , J Sta, comm1sst o n 
~;hall •' r> rmine wholesal r> ra es o n the bas1s o f !•'LaJ1 ratr·s 
c h.Jrged t o subsc riber s f o t Lhl· tf:1ec:urnmun lcd inn~; servJC(; 
requested, e x cluding the p o ttl Cl ll 1 tter•;o f tt t l Lt )\ J abl0 o any 
rnarkr::Ling. b1lling , collect1on, clnd o Lhet ,.,J~; t :; t hd l wi ll b• · 
avoided by the local exchange ca1t1er. 

There are two k e y d11ferences among the par JPS . F11~H . 

th~C:y differ as to how the phrasr> " w1ll be avoideu " s hould b r· 
construed . Sprint agrees w1 Lh h e FCC ' s con cl usi o n th.lL tht· 
wholesale discount should be c~lculaLed o n hr> bas1s oi " cos t s 
LllaL r easonably can be avo ided whe n an JLEC pro v1des a ~;0 1v 1cr: 

for r e sale .. . " . (Sectio n 5 1.609( b) ) UndPt this interpn·La 1vn 
the avoided costs are those LhaL an JLEC wo uld no longe r- 1nr:u 1 
it were to cease retail o peratio n s and lllSLcad f.)Jovidt· 1!! n f · · 
services through resellers. GTEF L disagt Pes wj Lh thP H ' C'' ~; .~ n. : 

S prillt's interpretation o f the Act. GTEFL beli e ves th.J L JL 1s 
Ulllt•.Jtio n.Jble t o ~s:; tJtnP t ll<tt 1t wi ll ceaso· reLail o p e raL1 o ns and 
func c.1on o nly as a who J.· !>dlt • p r·ovi.dcr. r;TEFJ. cont end s this 1s o 

misrepresentation o f the lntent o f the /\(' t . CTEFI. .1 1 rJur·: : 1 lt.tl 
tw Act requires iL to consider as avoid~d costs tho:..; •• l'u~; t :: t h.t: 

.wttJ.tlly " will b e a voi cie d , " t herefore , wholesa]P ra -es must b" 
l > o~ ::• ·d o n " a v o 1dcd," not "avo JdabJe" cost~; . (B R p.3 6) 
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The second area of d1r·3greerllf·nt c:oncPrns what expr·nst· 

accounts are avoidable and h o w muc h wi 11 b•' ,1voj ded . Tht• FCC 

01dr• t identifies si x <H.:c:ounts thiJt ptesum. tl >l y flhould bt! .tvoJdc·cl : 

Ptod1Jct Management (account 6611 J . Sole!; ( d cTCI\l lll 661?.). i 'I(Jdu,·r 

Adverti s1ng (account 6613). Call Cornp le ion (,1ccount 66/. l l . 

NurnbPt Services (account 66:::2), and Cus t 0rn•·1 S•·rv1ces (accounL 

662'3). T h e FCC Order prov1 d es tha 1ts n i t·llrl are 11 tt•ndt•d tc 

l"oV'· state commissio ns hJodd I.Jt ltudt· 111 .H•J,.,., 1119 n .;t rnq 

rnr;r ll'JrJologi(!S. l l f u r L IH·t ~;taL,.:; thdt t h •· 1 ul•·:; l o t 1d•·1rt 1 fy111 '1 

dVtJ!rlr>d cos ts by USOA PXJ)f'I1S a ccounts Cit" c·<~:;t as 1 •' I)Ull olJle 

plt ~;ump 1.ons, , nd the FCC did not <~dopt t:lS p r,·numptivrly C'O tTect 

any <.~voided co:t model. (Ordet at 909) 

GTEFL pro v idcd t wo c:ost stt.J 1 t·~>: Tlw Avo! dPd Cost S l udy, 

which is the study that GTEFL r ecomme nrls thv \omrnissi o n us,.. Lo 

calculate the who lesale discount raLe. and thr MoclifiPd Avo1dr>d 

Cos t Study. GTEFL states that it !Jll ong:y b,.lit'Vf'S thc1t 11:; 

Avo1dr...:d Cost Study best 1 !'f l PCLs LhP 111t ,•nt o f 'IH' Act , dlld 

offt•ts the Modif ied AvoldL~d Cos t Study as an alternatJVL' t o bt· 

us•·d onl y' if the FCC rulc:s on avo1ded co~Ls ,ut • held t o ht • 

Juwfu l. (TR s:,s ?56) 

GTEFL 's Avoided Cost Study analyzes avo1de d costs SPparaL~J; 
for each of five major serv1ce categories. The voided costs fo1 

rP~irl~ntial servi ces arc SO 83 pel line per mont l l ; avo1d0d costs 

fo1 l>usiness services are $1.06 pt•r l 1ne per mo nth. Still'~' the 

amount of the avoided costs per ltn e is the same for all rate 

gro ups, the e ffective discount rate var1es by rate group. Fo r 

e x arr.pl c , if Lhe monthly resident tal rate 1 n il 3i ven rate g1·oup 1 ,, 

$10.00, t h e avoided cost d1Hcounr 1s $0.83 , 0 1 8 .3%. For the 

r'lllilllling service categoJles , the dVOldt'd cost <.llscount J,Hc·s 

are: 

Usage Services 

Vert1.cal Services: 
Business 
Residential 
Combined 

Advance d Serv1ces 

7.1% 

S.S% 
6 6% 
6.2% 

GTEFL' s Modified Avoided Cost Study u s1ng the AHMl S-bc.lS•'d moclr l 
results in one discount factor of 11.25%. 
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Sprint ' s Position 

Spr· i r t s tates t hat GTEPL ' s a voided cost s t ud:i es do no t 
~; .ttl: ; f y tht' l l''lllllPm·n t~; o f till' 1\c L clnd tiH • Fl'(' Ot dPl. S p1 int 
as:;;~1 Lti that wholesale rate:;; s hould be based o n retail rates 1 r>s~; 

all avoidable costs. Sprint witness Stahly staLes tha ~ avoiddLl • 
costs include the direct marketing , bill ing, collection, and 
o th 1 costs t hat are not incutrc-d when an li.EC' :;e l ls a Gr·rv1 r·r dt 

who le:.>.::~Je , plu s a n allocation o( t he gene ra l support e xpenses , 
corporate operations expenses , and uncollectibles . (TR ?.50) 

Sprint states that the FCC identifi e d 20 USOA (Un J(orm 
System of Accounts ) cost a ccount s i n 909 and 928 o f tts OrdPt 
( FCC Order 96-325) that conta1n a voidable costs . Sprtnt WlLnPss 
Stahly states t hat al l costs recorded in accoun t s 6611 Pt mh,,·t 
Man..Jgr;:menL; 6612 - Sales; 6613 Product 1\dvt>ll tsPmt•nt; (, (>2 ~ 

Customer Services are di rr>ct costs o f serving c JS Lomers and dt'P 
presumed to be avoidable. Wit ness Stahly also s Lates that 
accounts 6621 - Call Compl t- Lion se rvices dnd 66/.2 - Numbc t 
servi r es are avoidable costs because resellcrs will provide Lhes •· 
services themselves or cont ract (or them separately from he LEC' 
or from third partie s. (TR 251 ) Wi tness Stahl y states that Lht· 
costs conta i ne d in a ccoun ts 6121 6124 - Gc·ncral Support Exp•·nst'S; 
h71 1, 6612 , 672 1 6728 Corpot .l l•' o pe taLions e xpenses and '>JU l 

1~lecommun1cations Uncollectibles are a voi dable in proporL1on to 
Lhe avoided direct expenses idenL 1 f1ed 1n a ccounts 66 11 6613 a nd 
6621 - 6623 , because wholesale o peratio ns will t Pduce general 
o verhead activities such as c ustomer inqu:irr>s, billing nnd 
coll ecti o n, e t c. (TR 251) 

Sprin t has proposed that t he Commiss1on set a spec ific 
wholesa le discount rate f o r a minimum of five separate c aLegortes 
o f service . The purpos e f or mu l t 1ple discount 1 aLes, , s stat l ' ri 
by Sprint w1L ness Stahly , 1s Lo re f lect LhP d if (erenL cosLti 
tnherent i n the services associated with those categories. (TR 
253) The fi ve categories identifted by Spr int are: 

1. Simple Access (R1 , 81 , and local usage) 

:~. Compl ~x Access (Centrex, Key , and PBX ) 

3 . Fe atures (CCF, CLASS, a nd Centre x f eatures) 

'1 Opt . I d l () I I Dl\ 

5 . Oc her (Private Line , lntr .-' LATA Lo ll, • •1c · .) 

4 6 -
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Spt 111t did nol pt uv idt• .111 .1vo 1 d••J c·o:;t ::t 11dy f 0 1 I Itt• 
Commission to consider, nor d1d 1t prov 1de information to t0fut'' 
GTEFL ' s avoided cost study . Sp rint's posit1on for the 
calculation of t he wholesale discount h1nges on the FCC's Order 
for determining avoided costs. In addition, Sprint states that 
1t is willing to accept the same rates, terms and conditions a~ 
set forth i n the GTEFL/AT&T/MCI proceed1ng (Docket Nos 960847 Tl 

and 960980-TP). Sprint witness Hunsucker staLes that Spr1nt 1s 
w1 lling to accept the outcome of the Commission's dec ision 
113 . 04% wholesale discount rate) in t hat proceeding becausP 
Sprint believes that doing so will ensure a nondiscriminaLo1y 
market . (TR 1 4 2) Staff would note t haL the FCC's Rules ar1 
Otde1 concerning pricing for resold services have been stayPd. 

Analysis of GTEFL' s Avoided Cost Study and Mod1fied Avoided Cost 
Study 

GTEFL defines avo1ded reta1l costs as the d1fference tn 
total costs with and without the offering of service for tesale, 
i e, he costs avoided when a serv1ce is offered through 
wholesale , rather t.han r cta1l, distribution chanrH··Js. Witnr·ss 
Wellemeyer contends that th1s de(inltion is consistent w1th the 
Act, and p roperly positions wholesale prices for competitive 
markets. GTEFL states that setttng wholesale prices too high 
could result i n undercutting the ability of resel le rs to recovet 
a sufficien t retail markup to allow f o r a viable resale market. 
GTEFL argues, o n the other hand, 1f t h e adjustment for avojded 
retail costs is too large, the ILEC wi ll not be compensated fo1 
ltS true costs . Witness Wellemeye1 offers that facilit1es basr•d 
alternatlve local e xchange carr1ers (ALECs) could be placed at d 

c ompe iti ve disadvantage :n prictng the1r reta1l serv icr• tf ALEr 
ll~sel lers are able to purchase wholesale local exchange s•·l vice.·~; 
below cost . GTEFL contends that app roprlately - set wholesale 
pr1ces w1l l encourage factllttes-based competitton . (TR 533) 

Witness Wel l emeyer offers tl.at GTEFL ' s definit ion of a\'Clded 
costs also recognizes the fact that wh tle some retail costs arc 
avoided for certain a c t1vit ies, a s1milar activity is often 
required to of fer the same servtce o n a wholesale basis for 
resale. For e xample , GTEFL states that some tncremental retall 
r·usto!T'er billing activitic:=; may be avoided when t he serv ice 1s 
<ll l ••tt•d 1nstead [or t·esaiL· , but ,1 wholcsalv bilJ1ng function must 
s t 1 I I be performed . GTEFL contends that the avoided bi 111 ng co~;t 

1 ~; t he d1 f ference between the costs of these t wo activities. ITH 
533) 

- 4 7 -
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GTEFL ass~ rt.s that when a service is of fered at wholPsalr· 
instead of at retail , the resulting avo1ded costs can be 
separated i n to t wo components. First, GTEFL suggests that total 
costs are decreased because it is no longer necessary to providP 
some incremen tal retailing functions in support of Lhe serv1ce. 
Second, witness Wellemeyer contends that total costs ace 
increased to t he e x tent that it becomes necessary to provide 
substitute wholesaling functions in suppott of resale services. 
Thr·r<!fore , GTEFL states Lhat avoi d~d retail costs are equal t o : 
(1) coul associated wilh displacN! r etail ,wLivtt i<'S (aflPct••d 
lf•Lail costs) minus (2) added cos s asso,·i<.~L"d with r e p l dcr·n·•·rl' 
wholesale activities (subst1tute resale costs!. (TR 534 ) 

Wt t nCfJS WC'))Pmeyer contr'nd!l tll<~t t hr· !t r o t comporw11t rJ l 
cJVOJdl'd cost was calculated by C'XilmJning ,Jl1 a cLi vi H.:s lii"JrJlv•·d 
111 till' plOVISlOn O ( retall Se lV1 CL!S , and 1dent1fy1ng thP C"O!iUi 01 

performing those activit1es that are affected when services dtC 
prov1ded on a wholesal e , rather t.hcln a r etail , basis (afferu·d 
costs). GTEFL asserts that some activities are required 
regardless of whether the srrvice IS offered o n a reta1l or d 

wholesale basis, so the assoc1ated costs wo uld be unaffected 
(unaffected costs). GTEFL states that these a c t1vities wete 
ignored in the Avoided Cost Study si nce none of the assoclated 
costs will be avoided. In the study, GTEFL states the t o al cos· 
o f affected activities required to pro vidC' residential serv1ces 
was c,llculaLed to be $1.36 pet line pe t mo nth . This is Llw toLd 1 
cost Lhat is a voided when a bas1 c residential retail serv1 c0 is 
offered at wholesale . (TR 534 -535) 

GTEFL suggests that t!1e second component was calculated by 
f11St identify ing t he e x H;ti ng wholrs<:JlC' fif'1vic0s simiL1r· 111 

lldtUtl..! to t hose in e a c h o ( the 1 •t.Jll St:! t Vlce categoricn. 
W1tness Wellemeye r states that hen us1ng these services ilS pr xy 
for the new wholesale distribution c hannel, the cost of 
subst1tute wholesale activities required whe n services are 
of (ered o n a wholesale , rather than a n·ta il, basis was ana 1 yz•.:.!d. 
GTEFL contend s that the cost of substitute activities for the 
residential services category was assum0d to bA the same as thA 
cost of the same activities currently perfo tmed in provid1ng 
wholes1le special access service to i nterexchange carrier 
cus t o mp r·s. In the study, GTEFL t:; ates th•• tot,ll cos t o f .1ffPrt1·~ 

ac:tivlties required to ptovide ~pf•cjal dCc.:ess s ·rv1c.:es wt~:; 

calculated to be $0.53 per l1ne per mont h ($0.53 represent s the 
additional costs GTEFL will I ncur as a result of becoming a 
wholesaler of t hese serv ices instead of a retailer). GTEFL 
n~srrts that t he amount for this compo nent represents thr 
IIIL"lL'ase l.n total cosls wlwn cl l eBide nti .ll bo~sic t;ervirc i:; 
offered on a wholesale basis. (TR 535 S36l 
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GTEF'T. l'Oil l l'l llin I h.tl I Ito· oi Vot l olo ·ol t'IJ!I I tl WI' I (' I' d I L'llLJLI'd .1! ; 11· 
1 r nt ,., '" 'I'' •ll•· trl , .1 I I "<'t l'U 1 r-t o.Jll cos ts, l ess the second 

· ( •miJu nenL, subst 1 tute resale costs . W 1 tness Wellemeye r stdl · ·:, 
chat the cos t s a v oided when 1esidcntto.Jl sP rv1 ce is prov1ded r. 
wholesale basis were calcul ~t~d as $1.16 minus $0.53, or S O. H · 
pet line per month. (TR 536) 

GTEF'L staLPs ll!> Avoi d •·d Cos t ~;, trdy w<.~s based o n .tctud J 
o~nnual 1esults fot GTEFL's t ot .ll domc•:;tlC t elephone o p eratl Ot:! ; 
f o r 1995. GTEF'L contends ha thr::! do~td is rcporred in a 
managerial account tng f ram wo t·k re f J t •v t 1 ng t h e> 1 Psu 11 :; o t 1 lr• · 
business as it is managr>d , tilthr ·r th.lll .t tTo r dillCJ tu ltt1Jtt • •• tr . ol 
financial <lccounting r ules. Witll('Ss Wt>JlenH' YP l contPnds tl1.tt 
thJ S n ecessury data is no t lC·cotdPd on a st.llt> spcctfH· b<Jsr:;, 
data specific to OjJerations n 'Ills s ate Jb not avatlilb1<' tr ,,. 
( iTEFL ' s records. GTEFL asserts this IS bf•C,lll! iP Lh~> Vd!il llldJ• •t. '/ 
o f t h e affected actlVltJes all' pc•t f o trnc•d on a cent1 alized bd:; :. · 
ft om r egional and nat1onal s•tvl c e Co"'n t ers J<· cated throughout 
country . GTEFL offers chat •ac h o f t hPSP w<. 1 kcc>nters hdnd1•·:. :.· · 
o t· more specific reta.1l1ng t unc t u n:> f o t .t t turnbc· t o f d1 f fPtl'tlt 
s~ates. (TR 536 - 537 ) 

GTEFL allows that 1n o rdc 1· to tdt•nttly Llw retatl cost 
affected by the offer1ng of s 't v1ces 1111 ough who lesal' t· thet 
t h <tn retail distribution chamH•l F;. al J o f GTEFL' s workc ·nt.e1 s 
wc1 e e xamined to determine which ac t 1 v 11 1 cs would be at fecu·d. 
Wi tness Wellemey e r states thrt the t esa lr> o f 0x1sting r ct J ll 
sr>rvices i s define d as the sal 1· o f s•· t vtc<·:; t o a resell··• f o r 
Sill<~ tO its end user CUSt o rne t: ;, Wllhuut. dllY <'lto..111ge in th•· llullllt· 
o f tht> product by the resellct· . He contvncis that the changt>s 1 1. 

wo t·k c entet costs tha r esul f1 om of f e ritHJ servi ces on a 
who h :sale , rather than a retai 1, basis ansP sole ly f 1o m 
a c 1.ivit1.es associated w 1:.h the dJ~;t r· JbutJon o f se t-v ll't'S , .111d n · 
f..ro m ptoduction activit10S (TH '~ n S3H ) 

W1tness Wellemeyet -:Jcfinc: s d workc,·nt•~t as a co llr=oct.1o n 'J f 
acttVltl.es that e x hib1t: (1) c o mmo n funct. Ions ; ( 2) a comtno n un : · 
measu1 e of demand; (3) a commo n ur 1 measut 1· o f rcso ur , ., . 
c onsump t1on; ( 4 ) a c ommon gf'<•ql <~f 'ha unt •!ll •·rwn:;; .tnd / CJt ( ' >l .. 
· ·n rnmon mt~n;tg••tnt'lll : 11 1 uc-t 11 1 ,. . • ;T!·.FI dl<llll'~; Ito~ I most of t h.-• 
Wlll kt't'lll V I s .Ill' d e L li!CO based Oil ' )1111110 1! f UllC'l l O ilH or WO I k 
o.JCtlVl.ties. (TR 538) 

C"'TEFL states that the affectt•d wo t k c ••n t• •t: ; .111' uttHIU•·Iy 
associat d with o n e o f th• ' t htl'<' ltne :; o f husJr1 ' SS o t·ganizat! Otl!i 
wrthl tt l;TE T•lepho n e Opel-uLions. GTEF'L con tends t.hat Lhc thn'v 
l111Cs of business are Consumer , Bus1.ness a nd Ca rr1e r. The 
Consumer line serves the resl.dP.ncP and sm.1ll bus tnc-ss melt kt•t ~;: 
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t he Busjness 1 ine serv es LIH' bcllance o f t h ·· bu!,;i ness melt k·· 
including national ac.:ounts; and he Callt•" l 1 irw 1s t· ·~; f < Hl!lil I •· 

for the wholesale relationshlp w llh oLh•·t t · ·It·<.:• mmunl<.:cl t ons 
providers (thls wholesd]t> tf' lil tnnshi cull ••n :y ronnt!H!' 
f..-llffii.ll ily 01 SWllChed acc.-•S! Sl'l '.!.Cf·S, •q • •<'loti ICCt'!.l!i !il'l Vd' t •!;, 
btll1ng and ·oll " ''lt o n, .1nd o pt·!·• 0 1 se tV lC'•· .l q l PPmr>ntn Tl' 
' > . I; ' > 1 'J) 

r;TEF'L s cllt•s thdl wu rkr·f·ntr·Is are 1dr·ntlf1r>d f o t ill NPt WL !Y. 
rJv·ra· 1ons and Corpora e GPnr>ral dnd AdmlllJS td tve f ·mcr 1o r.s. 
Witn~ss Wellt::meyer con ends tha hes0 wr tkc ,·nt •·t s wt•t•· r•·v t t ·w• · t 
bu-. ::n'· a•ne t ally r.o 1ncludNi 111 •h· dltdly!n!; c f f( ·c L'd r s ·· 
iJ·· ·. , ;.··· • hr· func o ns <~t· t•·jUJ.tt: d f o r wh l · ·sdl•· and r·t·t.l .! 

<> ' t•:_ct: prov1s1on al1ke. ;TEFL t.~sser s • !.o~ • Urw 1 : Pc II I •·!· w.t ! 
d~'> ~ !;;-=- d as 1 wot k ct:r.LP! t Lh•• p1npost• •:11!i l ll.llys . ~; . , ,,l 

· d·· .t!' !;uch 111 th• l\v !dt•d (')s study. ·:·R 539) 

\v1t.r.ess WellPmeyer o ffnts th L o n ce hf· dffec ed wo t kc,·n-•·t:; 
w .. rr• 1 en 1fied for study. hP toral annuo ! c·ot; t f" w01P dPt • · t n :!~ · · ! 

: ! r r:': :: i;e books a nd r-=c Ids f ( r o•,lcli rtf f ect ,. i W<ll k "t!nL.-• I . ,;·:·:-:F!. 

· :,·r-r,rl!:; thctl h•' wo tkrtr.t•·! · 1sts 1n.:lud•· L ll •o t cos ts, :;uppo tt 
•:. J !:; ;~··IVlSl on , da a ptOCt>SSlng, Lra1ning Jnd ther ('m~ ley•··· 
t•.::dted e x penses . In add1 ron, GTEF'L s L ,ll "!; tha the dt.t 
. !·ocess 1 ng costs were 1 nc 1 uJ d nc o f syst Pill dr-v. ·l o pmPnt o~ll r 
··:.hancement costs. The drv1• 1 oprnPnt dlld •·nh.l rH:t ·rnl'n costs "r •· 
"nP tlmr>" cos t s 1ssociat·d w1Lh th~ d es1yn and 1mplcmen .1t1 on of 
:y!a • .:rns , a nd we re t here f ore e x cluded tro m the A v o ided Cos t S udy. 

uTEF'L asserts that projected devel o pment Clnd enhanc~mcnL co!H ~; 

(ot systems to support the wh o lesal e di sl t 1bu 1011 c hann•·l h.tv· · 
d so been e x clud e d from thP ~:t udy h, ·, ·o~ u:; r · tlt••!;r· c·oH LS should IJ•· 
t •·r·o v ..... l >d fr o m r II•· ALEC who ( 'dll!;o•s Lhern. I TH ~J~ 5 4 0) 

GTEF'L states that some of the 1dent 1 f l••d work center cost !i 
were ad j usted t o inc lude cert <.11 n p a yt ol 1 o vt.:t h t.:clds no ac .... ·ou rn ··d 
f o r by the wo rkcen te r (j . c ., lwal h insu r (ltH'P, p ay t o ll taxes unrl 
m, nagcmenL incenti v es). Wj tness WPl J c meyPr contends that LiH'nt· 
c:o:;t.s are managed separaLely from •h8 wo l kc£: n u· r cos t s, but <~r v 

properly included i n the s Ludy, s Lh y would ht• af f('Ct ('d by the 
o ff e ring of resale serv.1ce s 111 tne s tm•· way cl!; t h•• 1 el CIL••d d i r • 'C'l 

lab o r costs . In addit~on, GTEF'L sta Leu Lh.ll .111 <.~d Just mf> t 1t w.1 :; 
made to workcenter costs o r · ·rnov~ 1ny non rt·c·ur r rny cosL!i 
oi f"SOC" l cl l••d w ith S0 1' V1Ce 0 1 Ut'lll19 dCtlVILlt'S. t;'l 'FFL con tends tl.l!" 
w.t!i don ~ bL!cau s e GTEF'L pr e p 1 0d an in •pcndC'nl .m.1l ys 1 !; o f 
serv1ce order1ng and servi c ·· ,. >nrJ••c t 1nn ch.tr q·· =· I T!~ ' •1 0 '•·1 1 

W t 1111'H:: W••l lt' IIH'YP l :l l.t l o•: : 1 il .1t Olh't' Llh· ! tOll I • ·t'U ll i nq <'O:; t s 
Wt ·t•· :: t' J'. I 1.1lt•ly idt!llti ll •d, lilt• 11t~Xl SL('p WdS 0 dSSlgn L})L• 
r••mal n.!.ng wo rkcenLer costs Lo he se rv i c · ca t PCJo r·ics GTEFL 

50 . 



r l : :: " I : I I '1'1 
.r..::.: J s: .. Hy ~ () , l'J'.J'/ 

<.: :.:. ..=-:: 5 :.ha he arget reLall service categotl•·s ar" 
;.._;~::··:.· .cl., Bu~1ness. Usag0, Ver icul, AdvancP and " Othct 
:-:.·· ....,::: ..... : ca ~egory was fut lll"r d1v1d·~d amo nq: ,,,.t ry, Cu~; · ~ .. , 

1:··- . ~--..; c.L.lpment (C PE ) , CJ\!.(' and OL her. (TR '41-SL;2 

.:;-:-EF:... contends that R·s1dent1al ( lnclude;f; boLh fl<lt t<lt,. dr.i 
:-:-os:..:r.,d 1· '"e services) and Business (1ncludr>.s f lal and ml·d.>lll"d 
ra e se1v1ces, CentraNet and PBX ) are s imply :ocal tes1dcnt1al 
and busu:ess services. WiLness Wellemeyec s aLt-S thaL th•' Usagr· 
ca:.egory 1ncludes 1ntraLATA toll , discount c tJll1ng plans, lor·al 
m·=-asu ::Pd usage, Zone Usage Measurement ( ZUM 1 , .1nd e xLendcd (.1 r•·a 
,;,·:vlc· EAS). GTEFL asse1Ls that VcrL1cal 1nclude::s such 
featt..:n::s 1s call wa 1t1.ng and last nulllbL'l rC'dt.tl !offrn~d t o bo h 
uus:.r.ess ana res1dential cusLomersl. GTEFL sL<l es tha Lhe 
idv.:~nc··· :>•·tvlces category includes such Sf'!Vlct-s as ISDN PRl, 
!-lame R,..lay, D1q1Lal Channf'l St> t VlCP, IJS 1, .11HJ v.1dnus o th•·r 
ded1cated channel services Including prlvatP I 1111· . (TH. '..'121 

GTEF'L states that for n·s1dent1al, bus1nr>ss and advancl"d 
services , avoided costs wet P divided hy L h c numb(· t of 1 1 ncs. 
GTEF'L contends that f or usagP, avo.1.ded cost~> wet(' div ided by h e 
rtumhPr o f rninuti"S. GTF:F'L n o t••n haL per un1l affected co~;ts for 
verLical services we r e n o t c.tlvuldlt'cl , IH·c ·.llr:;•· ddt <1 f (JI 1 h,. 
second component of avoided cosLs, subsL 1 L ut ,. 1 PS<~l e cu:;t :; , w.t ~ 

not available. (TR 545) W1 ness Wellemeyct con ends t h<1L Llu' 
best alternative cost available for •;•~ rt 1c1l st•!Vlce:::; w<.~s bc1s1 c 
1·xchange serv 1 ce. (TR 550 l C'onsPquf•nL 1 y, 

e Lhe aVOlded COSL dlSC'OUnl late- f O t l"PSJ dl'ntla] VL'!ll C<.d 
fPatures wa s set eqnal Lo Lhe avo1dcd cosL d1~;coun o f 
local r·l"sidenLltll svtv1C~', 6.6%, 

• Lhe c.lVOJded cos dJ:;c'rJunt rtltr· ( rJ r !JIJ!; JIII'!;:; v•·ttJr', l ] 

featu1es was set equal to Lhe avo1d"d cos L dl!WI..Hll:t " ' 
local business sctvlce, 5.5% ; and ; 

e the> avoided COS L dlGCOU!ll ld l f' f 0 1 VPILH:al ft·c.lLUl•·:.; 
n oL SPg Jc•gaLed 1n LIH· ar1ff , 1 :; •· lllwr r r>sid~>nt 1,1] (l t 

business was set equal Lo : h t• cornf-'o:;r ,. dVot dt·d C\):; : 

d1scount of local tf•siden ral and buslnPss Sf'lvic•·:;, 
6.2%. 

WlLness Wellemey L't' CO!ll •nds that In lhl' c .tsr· of b clSI<' 
exchange access services an adj ustmenL Lo cos t~; should b·· mdn• · 

acknJwledge the foregone conLribution associated with 
complemenLary services , such as intraLATA roll service . GTEFL 
··nrl t ~>rH l f; th.tt the ALEC resellC'r 1s more likrly Lo packaq•.'! <1nd 
::•·II j t l llVI ::i t~ ll lii.J l l plll r'}l.l!:•· lllltdi./\T/\ tn] fr,m r ;TEF!. f CI I 
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resale . Therelote , GTEFL ~lldt,.· • tho~t rh• "l>tur ll~>" n f snrvir:"s 
resold includes not: only basic exchange ac: c:t·s~; . !Jut "I:;() 

profit:able int:raLATA toll. (TR 551 l 

CTEFL argues that for all basic local exchange services the 
proposed wholesale rates should be determined, using t:he pr1ring 
rules and thP con t ribution analysis as follows: 

( 1) the retail pric:e, lrss 

(2) Lhe avoided costs per li ne from the Avoided CosL Study, 
plus 

(3) tol l opport:unity cosL (toll contribution), less 

(4 ) access opportunity ga1n (arcess conL11bution). 

GTEFL acknowledges Lh'lL LhPrc• are t wo Pxcept 1ons t:haL mr1y 
<JffecL the assessment of for<.!(Jo ne Loll ronLtlbut Jor under Lh1s 
tesale srenario. First, GTEFL staLes LhaL iL is posr;iblP 1 h ,tt <~II 

ALEC r ese ller has self -prov1ded toll serv1cP Lo the end user 
prior to the time resale was 1r.itiat:ed. In Lh1s case , CTEFL 
argues 1t would not experience any furthet foregone t:oll 
contribution . Second, GTEFL states that the ALEC reseller may 
not ac tually self - provision Loll se1vice . Jn this case GTEFL 
would conLinue to provide inLraLATA Loll and again there would be 
no opportunity loss . (TR 553 l 

GTEFL contends that since the analysis assumes that Lh<" ALEC 
reseller will self-provide intraLATA toll 100 percent ol h~ 

time , it is proper to establish a credit rate Pqual to th~ 
opportunity cost it included in the calculation of the r~sal~ 
price for each basic e xchange accr=ss scrv1cP. GTEFL argu~s Lh<~L 

the Loll provider cred1t should vary ove1 1 1me with c hang ·s 111 

Lht" l rvcl s of the underly1ng toll and accrss contrlbuti ons. 
WiLncss Wellemcyer staLes LhaL as loca l, Loll and access 1 <H•~s 

rebalance over time, the Loll provHJet c: u•dJL should be dclju:;L,•d 
whenever toll and access tates are udJUSLed. GTEFL assctLs LhdL 
ult1mately the toll provider credit w1ll be replaced entlrPly by 
,.<' balanced rates for boLh retail and tesa]P services. (TR 5S4 

Based on the Avo1ded Cost SLudy, GTEFL suggt;sLs Lh,ll h•· 
discount rate for the Usage service category 1s 7.1% . wu nPss 
Wellemeyer states that since there are no additional upport un1Ly 
cosLs assoc1ated w1th offering these usage services for resale, 
Lite proposed rates are banr' d on the reLa i 1 p1· ic:r less avoided 
costs . (TR 554) 
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GTEFL contends t hat since reta1 l serv1 ccs have no L b( e n 
o ffered for resale for any leng t h of Lime , Llte1r substitute cosu; 
cannot be measu red directly . I nstead , GTEFL used as prox ies 
costs associ a ted with currenL wholesa le of f e t ing:> Wi t.ness 
Wellem~yer state s that the offennq of r esHl<'nlld l, and bus1nrs: . , 
and advanced serv 1ces f ot 1 f·S.ll ~~ w.ts ,Jssutn•·d t o bt· r1na 1 oqous t. o 
tIll· cu 1 renL wholesale provis i on o f special dc<:ess servlC"•·. In 
add1Lion, the wholesale o(fering o f t e tal l usage serv1ces wa s 
assumed to be analogous t o Lhe current prov1s1on o f orig1nating 
and terminating s witched access. These s erv1ces constitute 
GTEFL's most accurate information on Lhe cost o ( Lhe wholesdl~ 
provision of line - based and usage based servl C<'S . (TR S 4 6l 

Witness Wellemeyer sLates tha Lhe per un1L affecLed retail 
costs for each re t ail serv1ce category are : 

Residential $1.36 pe r month pPl line 

Business $1 60 per month pe t 11 n·· 

Usage $.01006 per minute 

Advanced $4.30 per month pt ' l l1ne 

GTEFL pt oposes that Lhe results o f the study for the 
Vertical f ea tures c a tegory be e xpresse d as a se t of discount 
ra tes to be applied to the respecti vr retai l prices : 

Rcsident:inl ve rti cal fP<i tUrL' ~> 6 . r, \ 

Bus1ness vert1cal features S . St 

Compos1t.:e 6 . 2% 

GTEFL states t hat the composiu., d1scount l..tl \' :is appl1ed Lo 
verLical feature offer1ngs that are noL spec1 fi cd in the Lali(f 
as ei ther reside nc e or bus1ness featutes. GTEFL allows that 
s1nce there are no additio nal o ppott u r11 y cost~; .t ssoc iat 'd w1 L h 
,, f f t'l ing vert:ical (eatu r e:s ( o t n 'Sci! P, the p1 upot>•~d raLt>:; .II•' 

b.t::,•d un the t c•tnil pri ce I ·ss avoJd•·d cos t s. !TH ~5~) 

In order to address t he FCC Order , GTEFL submitted a cost 
study chat is a modif ied version of Lhe cosL study t ha MCl 
pro v1de d to the FCC . (Order at 890) GTEFL staLes iL developed 
ullocaLors for d i r ect expenses 1n the model , ba sed o n an analys1s 
o f actual costs . GTEFL contend s reve nues f or serv ices to wh1ch 
the avoided cost discoun t rate is not to be applied we1e 
1denL1 fied a nd s ubt r acted from o pPret tlng r e vt•m tf':; t o d··t••rmlrt•· 
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t he appropriate revenue base for ca lcul a ting t he resale discoun~ 
rate . GTEFL states it did not avoid carrier access e xpenses 
(account 6623) since these services are noL of t e r e d for resale, 
and the associated expe nses are not included in t he r etail tates 
for services that are of f ered f o r resale. (TR S59 560) GTEFJ. 
contends Lhat public telepho ne e xpenses (accou nt 6623) are r1ot 
a voided ros ts because they are unrelated to t he r etatl setvJcPs 
b~1ng d1scoun ted. Service orde ring costs (account 6623) we t e not 
a voided because GTEFL contends it will still be required Lo 
provtde ordering activities when p rov iding tPtail services . 
GTEFL di d not avoid Operator Servtces because> 1 states that . iiF

associa t ed e xpenses are no t i nc luded in the rates f o r other 
r eta il service o ff e red for resale. (TR 560-5611 GTEFL a sse t ts 
1 d1d no t avoid Product Management e xpenses since ~reduct 
planning is required regardless o f whether t he products are 
offered at retail. (TR 561) GTEF'L also identified plant t'Pl.JLed 
t>xpe nses , r e turn and taxes as attributable> t.o avoidable lilnd and 
;,;uppo n assets, and i ncluded dS avoid...Jbl c cof; t . 

GTE FL contends i ts modification to certat n inputs to the 
ARMIS - based model used in preparing the Modi fied Avoided Cost 
S tudy properly identifi es avo1 ded cos t s in ilcco t dance with till'' 
FCC ' s proposed avoided cost cr iteria. GTEF'L sLates t hat 1t 
strong l y believes that its Avo1ded Cost Study besL reflec t s Lhe 
1ntent of the Ac t, and offers t he Modi fied Avot de d Cost Study as 
.111 .JltPrnntive t o b e- u ::>f'rl o n l y i f til.-. FC'C' tu ] .. :: o n rtvo tdl'd ··n::t:> 

.tJ•· l• · ·ld tu IJt• luwJul . ( TI< •,•, •, 'J!.J I.) c;T EF!.':; M1Jdil1•·d /\vuJd•·d 
Cost Study using the ARM IS - based mode l r esults in one dtscounL 
factor of 11.25%. 

Since the a nalysis in GTEFJ.' s Avo 1dC'd Cos t Study was b.t sc>d 
on data f o r LoLa l GTEFL dome:;t i c t cl •·plton · !)P(.' l<ltlo rw, 1t 1.; nu t 
possible to identify state-spec if ic costs . That 1s, the dVOlde d 
cost percentages developed from t he workcentc r analysis are> not 
state specif ic. For the Mod1fied Avo tded Cost Study , GTEFL 
applies t he na tio nal workcenLer ba sed cost percentages t o n t at~ 

: q >•• t' l f IC' /\HMI S (,wcount )pvf'l) rlc~t .t, I )H; t< •l>y yiPldinq o1 llt·t I t'J 
:3Lole l~v~l estimate . GTEFL s taL~d that the workccntcts o l Len 
handle one o r more specific retailing functions for a numbe 1 o f 
different states, with t he vast majority of s uch functions be1ng 
pe rformed on a centralized basis from regional and nat1onal 
:>o' t·vic•' centc t s l oca t ed tht ouqhoul thP counlty. Wil ilP s t.1ff do"~ 

110t e lldUt .;c GTJ.:.:FL ' s total t~'lcphone operaLJOIW cl llulySlS f o t 
purposes o f this proceeding , we recognize that it may not be 
meaningful t o break out s o me o f t he wo rkccnters t o a sta t e 
specific level. 
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ThPre are several ot her dreas o f GTEFL's Avo ided Cost Study 
t haL caused staff concern. ThPy orr·· (l I Ci"l l·:!"l. 11<~~; no t 
con~ddc·red indirect costs (such as qr·rwral .md adrninisLlat tV•· 
cosLs) ; (2) GTEFL has used bubsLituLP cosu; f o r !;r' tV lces 11 
c onno L directly measure (such as r esale) ; and (3) GTEFL has 
includ<>d opportunity costs . SLaff beUeves LhaL in o rder t o 
determine an appropriate wholesale discounL indirect cosLs mu~ 
lw considered since it :is reaso nablr rhat t.hPre w1ll be .. o m(: 
n ;duct ion i n o verhead costs i 11 a who] es.1l r• Pnv iro nment. 

SLcJLL bel~~v~s thaL G'I'EFL Wl II tnc.:ur cw> t u t~:;soci <~Lr·d wtt h 
crna1n wholesale funct1.ons, and thaL it ~s dppropriat~:: Lo m · 
!;uc.:h cosLs wiLh GTEFL's .JVo H:lPd t~'tatl co:-;ts. llo ...,.Pve r, wr' 
question the reasonableness o f he pt o xirH unPd by GTEFI.. /\ :; 
no ted above , GTEFL's subst1.tuLe costs were c.:alcula ted base d o n 
special and switched access , e xisting wholesale services assumed 
LO br: s imilar 1.n nature t o thr· se rv1 ces Lo be o ff e red at resale 
In addition to having doubts r.1s to the redsonablc•·tt!SS o [ tlw 
procedures use d to derive the proxy costs, we do not bell v0 
Lhe 1c 1.s an adequate basis to conclude tha Lhe ptoposed p1 o x1es 
wil l be representative of the costs assoc1a ed wiLh the setvlces 
to be resold. 

Finally, we believe GTEFL's 1nclus ion o t "oppo rtunity c.:os ts" 
is unacceptable. In actuality. hese "oppo r·tunl ty costs" a r·v no t 
really costs but contribution thaL rnay be [oregone 1.f tol l 
revenues decline due to resale. Tit 1 s Co mnn ss1 on has previously 
1 ndicaLe d that a LEC has no e nl i L I · ·ment t o such r·.-·venues and l.hnt 
~make who le provision is 1nappropr1ate. Conse4uentl y, SLcJf[ 
ll··l i•'V ·s that GTEFL' s recommended r~vo idc-d cos t model shoulrl no t 
be adopted . 

Staff believes GTEFL ' s mod1.fied avo1ded cost study i s 
basically in compliance with Lhe 1\c l.. GTEFL' s modified avoidPd 
cost sLudy attempts to estimate tl1ose cosLs wh1 c h GTEFL acLucJl.y 
will forego due to offering a serv1ce at wholesale i nstead o ( al 
retail. The FCC's Order cons1ders nccounL 6621 (Call Complet:on 
and 6622 (Number Services ) a s presumptively a vo idable; how ·vr•r, 
Lhe Order also i ndicates that th1.s is a rebuLtable presumpt1on 
SLa Lf bE"l1eves that GTEFL nas adequcltely supported its ctaur LhaL 
1t w1.l 1 continue to incur some o( these cosLs. AccordJn~ly, w.· 
believe these costs should not be treated as avoidable. 

On balance staff believes Lhat GTEFL's modified avoided cost 
:: tudy iu t hP IOOS t rPilSOn<l h}P n pl10!1. IIOWPVPJ', wh ilE" Slnff 
01 1 it..!Vt..!S Lhul GTEFL' S Ln: dl 1111'1 11 o t kPy ol !"! "ll\ 1111 : ; ltd:; 0!'1'11 

adequately supported and is appropriate, wt' b(•lieve LhaL tw() 
adJustments are warran ted. 
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First, since it is GTEF'L ' s position t.lwt publi c Lelepho nf! 
services should not be ava1lahle f o r rrsalr ilL .:1 d1scount, the 
Company e xclude d t heir assoc1at.ed tevenues fr om the revenuP base 
( o r computing Lhe resal e d1scount. In IssuP 4, st.a ff has 
recommended t hat these services mu •> L b e modr~ a va1 lable f o r 
resale; accordingly , in our a na l ys is we includrd publ1c t el epho ne 
revenues. 

Second, in GTEFL ' s analysis it c:on s i dr· r " d o nly 9 . 0 834% o f 
account S301 (Uncollectibles TelecommunJ c dt i o n s) as avoiddblo• . 
Based CJn data contained .in rhe Company' s suppo r t:iny wo rk papl' r !; 
Lo its avoided cosL studies , W•' esL.imatcd wlwt J >l!l t.1 o n o f .w c-IJ' nt 
5301 was attributable t o te all se1v1ces ( vPrsu s Cd rr1er 
f>r•rvicr~sl and included t.hr r·r>sul i ny, highe: r uncollect.tblP~.> 

amount.. 

Applying l hese adjuf.>t.ment.s t o GTE F'L ' s mod1f .ir::d a voidud r·os t 
study y1eJds <.1 wholesale u1sc:uunt o f J 3.04%. 

Staff bel i e v es separate wholesal e d1 scounLs should hr srt 
for residential and bus iness services t o mo te accurately t e f lccL 
the costs associated with Lhe service . Ho we ver· , s af( did noL 
h a v e su((icienL data in t.his d ock et Lo dc>t !• Jmln" d1ffer(>nt tt~t•'S 

Consequently, SLdff r ecommenus Lhat GTEFL !;l1ou ld be 1cquu~d · o 
o ffer reta1l serv1ces at a wholesale d1sc< un let f' of 13.04 % 

Staff be l iev es that. ltS pro posPd wholc>s<.~lc d1scnunt. , ,,u• 
c-o111p1H•s w1 Lll the i nLe nt o f t hP Ac t t. o et;t <~bll sh rates t ho~t 

e x clude L hose p ort.Io ns o f 1 •' Lcl ll C(JGLS "Lh.tt w1 1 I b e a voHh ·d" l>y 
GTEFL . Staff's dete rminaL1011 o f avo ided COS L S in Lhis !J I oc:••t •dJ II<J 

sc.ri k es a balance between the pac:.1es ' d1 ffet c nL Interpre aLlons 
,)f olVOided cos t s. Staff. s proposed wholesale discount 1 s b.:.JSt·d 
• I t <;TI·:FL'!! J P id J] cnu t. s thdt l'dll l• 'tlSOilcihly bP olVOJ dC' d Ill t h •• 
pro visio n o( wholesale S(·rv lc•· · 

• SIS • 
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ISSUE 9: Is it appropriate f J r GTE Florida GTEFL ) t o pt ovid~ 

customer service records t o Sprint fot pre otd ~ t ing putpos~s? I! 

so, under what conditions? (GRISWOLD) 

RECOMMENDATION: Yes. It is appropr1a e fOJ GTEFL t o pt·ovldt" 
customer service records to Spri n f o r pn· n t d"t 1 nq put p o : · · :: . 

!=>print should insue a bl.·1nk•·t ll't t 1·1 n l .111tl l< 1 1 /.at 1u 11 t '' i'l'l·.l·l 

wlli··ll ::td l L' ~; lllul it w1 ll u btc1in til•· custome1 ' s perm1sst o n br-t o 1·, . 
accessing customer service records. GTEFL ~hould not r"qu1re 
Sprint to obtain prior writt en authotization f1·om each cust o mer 
b e fore providing customet· service t t•co J dG. TIH• c·usto llH'I 1 •·co t 1:; 
mu;,t r o ntain, ala minimum, tnf o tm<lt ton o n Lht~ cuutomet 's c utt • nt 

h : vel o ( service. GTEFL and Sprint should not lJ<' n"quit• ·d t u 
make available addit.i o noJ Jll f o rmc.ll t u n. TIH· dV.J I !.thtl it y u f 
C' USlOill(~l SCIVlCC' 1 'COld: l :dH lU}d bl' II~ Cip t OI 'dl 

POSITION OF PARTIES 

SPRINT: Yes. A customer's serv1ce record may be d 1sclo sed t o 1 
the purposes of enabling Sprlnl to prov1de SPtVlCe . Sp11 nL 
should be able to issue a blanket l0t te r o f dtJPncy <1nd bf' , Ill OW(·d 
t o t·ct r iev e t hi s informnli o n o n llllt' duru1q "P'" o rd1·11ng" ,tnd 
" n tdcr1ng" phases. 

GTEFL: GTEF'L will provide Spr1nt wi h cust o mPr set·vl<'P 1 !'Co ld:> 
af er Sprint submits a l ocal scrv1 c • 1equest t o GTEFL. 
OthPtwJse, the Act requites wt trtr>n r' t!.H o m•·l .. .nttho tJZc.ltl o n !J.,f o tv 
111y C'PN1 dJ s c losure . 

STAFF ANALYSIS: As the incumbent mo no p o ly l ocal exc hangP c a 11 ,,. ,. 

( ILEC ) , GTEFL has been the sole cust o dtan o f c·urn o mP r :wrv:.·· · 
J• ·c ·o tch: f o t· ru:; t o mers o( l o cu l S"IVl •'•'· Thi· ~ tnf o lm . .ttl O J~ 1s 
r··l•·tr•·d Lu c.lS c us omer pro prletat-y nctwo tk inf o tmat1 o n (CPNl ) 
Fo ll o w1ng entry into the local market by t h e /\LECs , eacl . local 
s e rv1ce prov1der will be maintaining and updating i s l ocJl 
CUSt Ome J- serVICe records. Jf a CUSl Omf'r Cl.l!lqt•H ) Oct!l SI'IVJ C'I• 
pl o VJcl•·t:; , l11n cu:;tomet· se1 VI l' t2 tCCOid~ sho uld b' made avc.11lobl 
t u tiH_· new cartier . In th1s fashio n, he change can be as 
"seamless " as poss1ble, s1m1lar to what occ u1·s when a custo mer 
changes long distance carr1ers today. Sprint witness Hunsucker 
explained that it will need this information t o smoothly t nlnsf,•t 

servJce , in order that the custo met no t bt' iJ H'()JlVt'lllt>llct•d . ( TJ~ 

A 'l , 1 r, 'I ) 

In th1s proceeding, the t e rm "pte - ordetlny" 111 I Cg iuds t.o 
a cce ss t o CPNI r fers to Sprint h<lVJilg .JC' Cl':>: • t o l·ust clln\.~1 

Jnf n tllldLi o n after Spri nt h,l:; ,,,, .,.Jvt•d d l!·qu••::t ! P t ~•" r vi t·•· !J o lt! 
. 111 •·r ~< l l t~;,•J, hut bt.:f o r· Sp1111t p!.H't•~; a St'IVl l'•' o tdet Wlth G'l'EFL 
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t o c ha nge o v e r t hat e nd u ser t o S!Jr1n t.. T lw Le u n s hould n o t be 
con f u sed with Sprin having access Lo c us t o mf' r r eco r·ds p r i o r· o <.1 

c ustomer ord e ring service from Spru' t . (llunsuc k P r TR 1 58 l S9l 

Disagreeme n t o n t h e 1SSU"' o f CPNl falls 1nt o t wo c.:-c c..1 s : 
timin g a nd cont e n t. GTEFL bel1eves h a Sp1 111L should n o t bP 
allowe d "unrestricted o r unaut ho r1z e d accr~; n l o GTE ' s cust o mrr 
account informatio n. becaus e of th• · p r O!J t le tary n..tLu t e o f 
the i nforma tion. (Dre w TR 6 4 7 ) Only aft '· l c ust o me r 
aut h o r i za t ion should the i n f o r ma t ion b e rn, H j · avi1il abl e t o Spr 1n . 
(Dr e w TR 6 48 ) Sprint ag r e es ha c us t o me1 ctpp t o val is needed f o r 
Lhe r elease o f CPNI, but it disag r e e s wi t h GTEF~. o n tn tim t n J o f 
the r e l e ase o f the informat 1o n and t o wh at Cd r r r(•t th·~ 1 f">)<:a se 
shou l d be g i v e n . There is also disag r eem(•nt b ··t ween th•· pa r l ·~ s 

o n what informat1on sho uld DP i ncludf"d tn h(• t " co r d JH OVld• · <~ t 

Spnnt . 

Both GTEFL and Spr1 n t refr>re nce t he Ac t' s p r o v is i o n 
c o n ce rn i n g CPNI. (Dre w TR 6 4 8 , Huns u c k e r TH 14 0 , 156 1 5 7 ) 
Sec t ion 22 2 (c) (2) s t ates: 

A t~lecommun1cations c a1r1er sha ll dtsc losc custo me r 
pro prietary netwo rk informat1on , upo n a f f 1 rmativ c 
writ ten request by t h e c u stomer , t o rl pe r s o n dPsJg n a t r>d 
by t he c usto mer. 

GTEFL conte nds tha t Sec t ion 222 o f t he Ac t protects CPNJ . 
(Dr e w TR 648 ) Sprin t wi t n e s s Hunsu c ker s t a tes t h a t GTEFL asse r s 
t ha t th i s me ans the rel e a se o f CPNJ requir0s the c ustome r' s 
wr i t te n appro val . (TR 14 0) 

S p rin t b e l ieves tha t read1 n g Sec t 1o n 22 21c) 1 n 1 solat1 o n JS 
insu ff icient . (Hunsuc k e r TR 1 4 0 ) Spr int l C' lH~ ve s that th .~ 

releas e o f CPNI i s p e rmissible under Sec i o n 2 22 (d ) ( 1) , Llw 1\c.: ' s 
e xcept ion t o the writt e n au t ho rizat 10 11 1 u l<'. (llunsuc k e t Tl~ 1 r,r; 
157 } Sec tio n s 2 22(d) and 222(d}(l l s t a t 0: 

(d ) EXCEPTI ONS. -- No thing 1n th is secti o n prohib 1t s a 
te l e commun icatio ns c arr1er fr o m usi n g , d isc l o s1ng , 
o r p P r mi t t i ng r~ cc·r>ss t o c us t o me1 p 1 c pr 1 1·L c.1 r y 
ne t wo r k i nfo rma tJ o n o btai n e<..l f r o m tLS c.: usto mc t s , 
ei the r d i rectly 0 1 indirectly throug h l LS agent s --

(1 ) To initiate , rende r , b il l , a nd c o llect f o r 
te l ecommun i c a t ion s se rv ices. 

Spr i nt wi tness Huns u c k e r sta t e d thaL f o r t h e ALEC to 
i n itia te servi ce , " Congres s s p eci f ical1y r· ,:.q u ired t h e LECs 

- 5 8 -
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to disclose customer proprler•t·y nC't.work informal 1on . " 
(TR 71) GTEFL w1tness Drew testit1ed that Se<.:t1on 227.(d) refer!'; 
to carr.1ers using CPNI 11 

•• for purposes related to servtng he1r 
o wn customer~. it. does no permtt release o f information o 
anot.he1 carrier t o serv1ce that cus ome r. II (TR 648 ) 

Thr FCC ' s First IntPrconnPc tJ on Orde>r in DcwkPt No. J(, 'Jfl 

, tlf;c, n11·nt i ons thC' isstH' o f ac·( ·r~Sf; to custornr·t proprietary fiPtwrH Y. 
infounation , although iL docs noL tully address the iASUC'. AL 
Paragraph 492 it states: 

We also conclude that access to call - related databases 
as discussed above, and access to the servi ce 
management s ystem d1scussed hr low , must l>P ptovJded t rJ, 

<~nd obtatncd by, t Pquc·~:t lli<J \'.tltier;, 111 d m.l!ttH't· th<~t 

complies wiLh sect1o n 222 o L Lhe Acl . SecLion 222, 
which was effective upon adopt.ton, seLu out 
requirements for privacy of c usto mer 1 n f o t·ma . on. 
Section 222(a) pro vides t hat all t.elecommunlcaLions 
carriers have a duty to protect Lhe conf1denLial1Ly o f 
proprietary in f ormation of oLher carri01s , including 
resellers , equipment manufacturers , and c usto mers . 
Section 222(b) requires that telecommun.1cat1ons 
carriers that use p1opr1etary 1ntormaL1on o b ained f1 om 
<1nother telt'"Communicat Jo ns Ccl tt H' l rn prov1<llng .Hty 
t\•lecommuntc·aLlons lJl' tvu.:e "sll,Jll us~- Lht.l Jn(otmdLloll 
only for such purpose , and shall not usP such 
1nformat1on for its own market l ttg purposes ." Seclions 
222(cl and (d) provide protecti o n for, and l ~ mitat1ons 

on the use o f, and access t o, cusLom•'' pr o pr i eLa r·y 
fl(•L wo rk 1nfonnation (CPNll. 

The FCC has Initiated a procePdl ng t o c lur1fy the 
obligations of carriers with regard Lo section 222(c) and (d) 
(DrPw TR 648, 656, 660) (Ser- Impl ••mPntat.l o n o f the 
Telecommunications Act of 1996: TelecommunicaLions Carrlers' Usr· 
of Customer Proprietary Network Info rmation and Other Customer 
Information . Notice of Proposed Ru)P maki ng, CC Docket No. 96-
115, FCC 96-221, released May 17, 1596.) Witness Drew lt"'SL 1 ~ t"'d 
rhat he> had expected thP Otdf't Lo ht• issuc>d by thP Pnd n t 1 11 '11 · , 

hut no w W.t!; Ullillll ' ' wltcn tt wou ld b,• t••leuS<'d. (TI~ 660) 

GTEFL argues that it may disclose customer accounL 
information to designated providers only 11

• • upon wr1 LU~n 
authorization from the c usLomer. 11 (Drew TR 641 ) Specifi c c.1lly, 
the approval must be received by GTEFL prio1 Lo 1Ls release o( 
the information. (Drew TR 655) S~11nt witness Hunsucker 
testified that Sprint would provide a blankcL letter o f 
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authorization (LOA) Eo :- access t o a c usL omc r ' s CPNI, whc r·e acc.:: s s 
to che CPNI wi ll only occur after the c usL omPr requesLs se tv icP 
from Sprint. (TR 161) Spr i n t apparenL ly does noL believP hat 
GTEFL is required t.o have any writLen au Lho 1 i zaL1 on h om t hP 
customer , either before or after a n o rde r Lo tnJLi ate s· 1v tcP i:; 
made to GTEFL by Sprinl. (Hunsuc ker TR 140 , 160) Splint w il!H'~,: ; 

Hunsucker testified that. he be l 1eve d the Company would Le11 Lh(· 
cusLomer that it. would be requesL~ng i n f o unalion from GTEFL; 
howeve r , it is unclear if 1t would be in wrlLLe n or verbal f o 1m . 
(TR 160) 

GTEFJ , wittH'SS On·w J lldl<".t lt> :: bli t•f ly 111 ll1:; dit ,_•<·t tt·:H 1111011 )' 
.tr1d 111 1!1:: :;unmt..HY o f Lit • t ~S Ll.mr>ny t.haL slamm1.ng 1s a probl ·m 11. 

Lhe 1XC market, and could be a problem f o r the l ocal markeL 1f 
Spr1nt is allowed access LO CPNI wit. ho ut. prior cus t ome t 
authorizat.ion. (TR 647, 655) GTbFL devotes conside r ablP spc1ce 
to disc ussing its belief that slamming will be a problem. 
Incl uded in its discussion , GTEFL provides several docke Ls wher~ 
Lhe FPSC has dealt with slamming. (BR 44 - 1 5) Spt inL dOP!> 110 

address the potential for slamming in Lhe local mdrket in ••iLher 
ils tesLimony o r in it.s post hear ing brief. 

S lamming may or may no t become a problem 111 Lhe l ocal 
rnarket.. Howe ver, staff believes t.hat s olut1ons Lo p roblems can 
require mult.iple proceedings in attempting Lo reach a successful 
conclusion. Such is the case with slamming , a s GTE F'L has 
1. ndicated by its refere nce t.o va L- i o u s Comm 1 srd o n dockeLs op.~ ncd 

t o deal wit h t he issue . Mo r eover , slaff believe s t hat slamming 
111 Lhe 1XC market is typically unrelat.ed Lo Lhe release o f CPNl . 

With respect to t he cont.ent o f customer service recor·ds, 
Sprint witness Hunsucker test ified t hat. Spr1.n t. r e qu1.res ce1 La1.n 
pre - o rde r information to fill "as i s " o rders . (TR 131 ) Th is 
~nformat. ion 1. ncludes c us tome ' service records. (TR 131 ) The 
t.erm "as is " is used i n a variet. y o f conte x Ls, for e xampl e . 
. an as is process, " ". as is customer Info rmation," " . 
as is st.atus ," ". . a s .:i s o rde r s ," and " . ,1s is 
mJq t at.Ions. " (Hunsucke r· TR 8 9) \ 1t 11ess JIUII!;uckc r e xp lained Lhat 
t he gvnt: tdl mean i ng o ( t he Lerm ts: " . as we (Sprint.) a cqutre 
a c ust.omer that we are provide d t he 1nformaLion . o n Lhe 
cus t.omer t. hat Lhey (GTEF'L) havP at the c un enL t 1 me. So w1• wdnL 
a transfe r o f their ' as 1s' s.~ rvices , for C'xampJ P , nv t to S pr 1nL 
so thaL we can e nsure the r e'ti no ~nt.errupLion in Lhe1 r sezv1ces , 
c1nd we bcqJn to offer s ervice Lo t.hem. " (TR 191) 

GTEFL ' s concerns are wi th the amount o f i nformaL ion t o } , ,~ 

included in a transfer o f CPNJ. RPqordi n q t h i' t 1 .111 :1! ~'I <If " 

C \I S ! O illf'l ' n .t ! ' f "0 \1111 illf O !IIl.ll 11111 " . 1: ; 1: : ," ( ;'J'f·: F J. W it lit•:;~; IJtt.!W 
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test1f1ed that Sprint Hshould wo rk w1th their new customer .u 
determ1ne the services they des1re from Sprint.'' ITR 641) GTE FL 
testified that Sprint H . proposes that f o 1 any GTE customer 
that agrPes to obtain some ty~e ot se1v1ce from Sprint, GTE must 
.ltltomdtlcdlly transfer the customer's ent ire local service 
account to Sprint. Sprint does no L spc>c-i( y the typ0 o f ' Sprint 
serv1ce' t.hat would trigger t.he automatJc trans[et o [ GTE ' s 
e ntire local service a ccount information. H (Drew TR 646) 

It is not clear what a cus tomer serv ice reco rd contains , hut 
tt may include information on non telecommunicat1 o ns services. 
GTE F'L' s attorney asked Sprint witness Hunsucker if he thought h0 
account m1ght contain services that were not elecommunicat 1ons 
serv1ces , such as inside w1re mainu .. nance and voice messag1ng 
Th0 w1 ness agreed that could occur. (Hunsucker TR 162 - 163) 
llowevcl, Wltness Hunsucker also bel1eves GTEF'L can control what 
is 1ncluded in a record. He teSLl(ied that 1t would be GTEFL 'f' 
decis1on whether to i nclude such information in the CPNI. ITH 
163) 

GTEF'L' s witness Drew cottl ends that (elPctronlc) access v 
customer information will allow Sprint to ttack GTEFL ~ustom.,rs 

c:md, based on the level of serv1ce w1th GTEFL , target them f o r 
marketing of its o wn local or Loll Sl•rvices. (TR 6 4 7) GTEFI. 
stated that it w1ll not have stmilar access to Sprint's custome r 
account information , and Lhere(ore Sprint w ill have i1 compet Jllv•• 
marketing advantage. ITR 64 7) 

Sprint disputes the contention Lhat 1ts Jnto rmation will not 
be avr.~ilable to GTEF'L. (Hunsucker TR 1 6 4 ) Sprint witness 
Hunsucker test1fied that Sect ion 222 o f Lhr· /\ct ·lpp) ies t.o .tll 
ca rriers, a nd that any CPNI requirements placed on GTEFL w1 J l be· 
appl1cable to Spr in t as well. (TR 14 0) ln respect to GTEFL' s 
spec1fic conten tion that Spr1nt w1ll use the 1nformation for 
marketing , Section 222(b) does not allow telecommunications 
carr1ers to use proprietary informat1on (or mark e ing purposes. 
Add1tionally, witness Hunsucker stated that because a custo met 
takes Sprin t long distance service, that does not ent1tle Spr~~t 
to that c ustomer ' s local serv ice CPNI. (TR 163 -164) 

SL [ f believes Llwt 1 Pqu 1 1 j 119 t hr /\LECs to obtain pri o r· 
written a u thorization from custorneru be f o re bcJng permll t f'd 1 '' 

access CPNI ma y cause a delay 1n the ALEC ' s ab1lity to pt o vid. 
~;t>rvi ce . When asked if this was the case in terms of s w1tCI11ng .. 
o 'll::ltlll\1' 1 to Sp l int , GTEFJ. wirnc~!'Hl Drew stat0d H[L]hat paten ial 
'X1St!3. H ('l'H 6!::.9) 
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Section 222(d) (1) ~rovides for access Lo CPNI for pu1posen 
of initiating telecommunicat1on serv1Les without ment1on o f 
customer approval . Staff agt~es with Sprint's method of 1ssuing 
a blanket letter of authorizat1on o GTEFL , but w1Lh he 
requirement that Sprint w1ll obtain t he customer's permlSSl o n 
before accessing his CPNI which Spr1nt ind1cat.es it will do. 
(Hunsucker TR 160) 

Th(· n=-fol'•, staff roco rnrm·nds that GTE FI. r; llould not 1• -JUtr•· 
Sptint to obtain prior wt itLen author1zati0n I t om er~ch cus t omr:r 
before allowing access to CPNI. Sprint s hould issue a blankr>L 
letter of authorization LO GTEFL wh ich saLes LhaL it will obt a1n 
the customer's permission before accessi ng h1s CPNI. 

Sprint indicated that when a customer requests a trans[et o f 
all h1s current services, the customer would be inconvenienced 1f 
h1s services were not transferred in full. (TR 163 164 ) Th1s 
1ncludes the transfer of services that are not telecommunirr~t innr: 
services subject to resale :;uch .tf> vnrr·r• rtl'·r:::.aqi rt•i .u rd r rrHrdr· 
wrr•· rn.arrrt r·rr .t ll!'t•. (TH lc,:• 1(, 1) St.rl l lx·ltt'Vl'!J thc~t in m,ury 
L'.JHeti, customers desiring to change prov1der..; will not split 
their service between carriers. Staff bel1eves the customer 
would l1kely want to transfer his local servicP account in 1t.s 

entirety to his selected carrier. 

Staff also believes that t here will probably be many 
1nstances during a c hange of serv ice prov iders , whe r e a customer 
wi 11 wan t to modify his level of sen ice . GTEFL witness Drew 
stated Lha:... Sprint s hould work with its cust omPrs to dr>t cnni llf' 
t hPir needs, as r.hould GTEFL. (TR 6 '1 1 l St ,If I d'J I ~es. llowt>V•'' 
t lr• • l uccll net vic • prnvidet should make uvailc.1ble c ustomet rcco r·ds 
that. reflect. what services the customer 1s t.ak1ng at the LJ.me a 
tequest for service is made In th1s respect., staff believes 
th1s coincides with Sprint ' s u<"f init Jon o f ".tr; 1s " s r>rv1 c·•· 
! llti!H:rwkf'l 'I'H 191) AddJtirm<~lly, a:_. wrtn•· n:; lltlll!;uck<.:! t j..JOllll•·d 

"" '. til•· /\ct. <..~ppljc:s Lo ull car11ers. (TI~ 140) Sec 10n 222 (b) 
u t the Act does not allow carriers to use a dd it.1onal J.nformc.ltJon 
for marketing purposes, t hu s restricting t.he use of Lhe "ex t ta" 
in formation. 

Even w1th Lhe legal const.talnts o n it.s us~ , what iuformat.io n 
1s to be made availab le needs to be clarified. The amount. o[ 
1nformation made a vailable Lo competitors concerns GTEFL. 
Witness Dn=-w testified that GTEFL cannot provJde direct. ucc••!;:; t o 

thP databas containing CPNT (TR 656 , 66/) llif: contPnt 1011 i:; 

I 1!,11 If d CC11llpd llY had di 1 PC L <H'CC'f;S LO t ht> d,l l .tlhl :H.:, 1l C:tlllld 
.Jl'vvs~; uny .1ccoun L in[ormatlO!l conta ined in i L. (TR 665, 662 
663) 
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Spri n t indicates that "as 1s " Se l v ic< , wh1 c h includ ·n the 
record identifyi ng what set ices an end us.~ r is cu rrently t<lklng 
at the time a request t o c hange carriers in made , but not 
historical activity reco1ds, constitutes wllil should be inc lud<·d 
in the customer record madf> available Lo Llw compt•ti o r. 
( !lunsuc kPr TR 162, 191 ) The1ef Jre, staff r••commends thill t.ht· 
rus t omer records to be made ava1lable by thr> competitorc t.o +'ac h 
o ther need onl y contain the information on th1• c ustome1 ·s cu tlf'n 
level o E service , u nless the c utrent provldt•l c hooses to m,1k•' 
available add1tional informat1on. 

Spr1nt Wltness Hunsucker test1E1ed hat h<' brl1eved thr1 
access to customer service records f o r t lw pu rpo:>•· o f p1 o v 1 ci 1 119 
local service should be r ec1proca l. (TR 16'1 l S il ff agr ~,.,s - t h ,n 
the c urrent serv1ce prov1der , wh.·Lhet LEC o r /\LFC , should h.1v1· 
this obl1gation, and both par tJPH must un1· t IH· tnf r rmtttl Oil .t :; 

intendf>d . Sf!ction 222(b) 1mpuses o n Q1J_ c.t rr H ·t s the ou1Jg<.~Ll on 
t o use customer accoun t information responsibly o nly [ o t 
provision1ng telecommuni r at 1o n s serv 1 c s f 1om win c.:h Llw CPNl 1 s 
d e r1ved. Staff b e l ieves that L ht• ILECs rwt ·d n o t b(• the solt· 
guardians 0 f the customer's p1 1 vacy hecaust• t n•· ALECs have t h<lt 
duty as well, as noted by Spr1nt Wltness Hun:;uc:ker <TR 1 '1 L . 

158) Therefore, st.:lff recomrnc>nds that each 'cllt" ll'l should m.tk •· 
c us o mer records ava1lable f c r 11,. purpo nP I f r o vJciJn<J I" . d 

!' • • r v 1 cP to <lilY o ther l oc.t l pr <>V 1 Ul't 11·• JU• '!;t 1 ny tile t "Lo rdf; ( (J I 

thdl purpose. The same terms and cond ltlons f o 1 handllng CPNI 
s hould <lpp ly to all providet s . 

Staff notes that the FCC 's Report and Ordet 111 CC Dockt•t No . 
96 - 115 , dealing with the Le1ms and condit iurw f o 1 he excharHJI' o ( 

CPNI , was expected to be released by LIH· end o f 1996. liOWPVt ' l, 
ll has been delayed. 

In JIH post hr>ar1nq brJ••f . ("ltlll' J Ord••r Nu . 21131'> 111 I>o!"k•·l 

Nt, HH0'1 7.~ TP, GTEFL asserts thc.H he Commissi o n's rul es f o t CPN, 
us they relate to informat1on serv1ces p1ov id•• r •· (ISPs) an' 
appl1cable to this issue. ( f3R. '1 4 ) T ha t Ord,. , st a ter;: 

All i nl o 1111.1t ion :H·rvJC"t ' p! OV Jd• ·r::, llll"lUdlnU t.1 LEC ': : 

,J( I 1 L 1<1U·d lSP , should be 1 equ1red t o o bta1 n wr1 tten 
authori zation from a customer b efore they can a ccess 
that customer ' s CPNI. (p. 40) 

St ,Iff h ·•l i f'V! s l hrre ill 0 tIn,., . r f' ,,t:o n r. why t h 1 :; JHd 1 ··y 111 ""' 

.!J •J>Il •"·il•l• · 1 " tl11: 1 in:IIJ• • l·tJ .d, 111 IJo!"kt·l N(). liUCH2~ TP lh•· 
1 :;: :~ 11· W.J ti Ll1<..· t elease of CPNI to ISP serv1ce pt·ovide rs. not 1 ts 
relPase to an ALEC , as is the case in this dock et . 
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~;, ·cond, the Commif:;sion noted in Ordl..!r No . 21815 that 
"t tll istorically, we have, as a mat Ler· o f po l1 c y prot "<"l ,.d 
, .~~rt omrr - specific infonn,l t i~1n fr·om trn.tut l ~r > r i/. •'d du;cl o sur ••. 
'•tltinq in thin r f'cord l·onvrnc.: t~::> us Lo tredl cusLomer speci(l c 
l ~l dif fvrl..!nlly." (p. 39) St.aff notes that GTEPL commcnLs 

:l\\l\1\'l o u s times t hat any dec ision reached in Lhi s i~sLanL CdS~' bt· 
h H:t•d solel y o n this proceeding dnd iLs record. (BR 1 , 3 ·n 1\s 

1 h•· ('ornmission noted in Order Nc. 21815 , it found no re<1so n rt. 
t b · u'cord of that proceeding to change its pol1 c y on LIH! r-P r·<~! > • : 
,·~ ,'I'NJ . This is not the same record. The d ec1sion rPached 111 

th • . , ·ur t c nt proceeding should be base d o n th1s r eco td. 

'!'hi rd, and related to the abo v e second n~ason, is LhaL 
,·1\,, li• I•'S h v e occurred since• Or·de r· No 2181~ was i ssu d SepLember 
,, • 1!1'). Specifi c ally, rons1dc r·atron mus t be Lakcn of passagl..! oJ 

1 h· t\ , ·t <1nd iLs pro vi sion s ( o r hand] ing cusLo mer r·ecord s , and Lhc 
F\• rulings and its pending ruling on CPN I in CC DockeL 96 115. 

tn iLs post - hearing brief, GTEPL states t h aL t h e 1\LECs " . 
'•'\ ' 1• 1 used t he term ' service initiat1on' in LhPll requcsLs 

l.\' '\•'1, iL is alwa ys 'pre - orderi ng. '" (BR 4'1) (1L is unc Jp,n- lf 
t t<•' t 1·tm "requests " means the ALECs ' requests fo r· sc r· v icr:; fr n111 
\irl\\·'\ 11 1 he ALECs ' petiti ons for c:nbitraLi o n.) <;TEFL bC>lrt•V(•!> 
th.t1 lt•• t uninq th(• l<.' r m ":w r vin• iniL.iation" i mplies t h a the 
:\' 1.,. , 1 t ,. o~t L1..!111JJLing Lo ga1n someth1ng not contemplaLed ln the 
::t.l ' 1t 1 • (1\ct) . Ho wever , GTEPL d oes n o t d istjnguish what thry 
h·l \''\I' the ALECs will gain. (BR 47 ) I n Sprint' n H • ·:•<~ll,..' · l!!.!..l 
: .,. ,, 1 .. , •1111,,c t ion 1\qrccmenl f o r 111 , Spr t n t Te 1 111:: I <> I LEC/CLEC 
.;,.,, 1,,t llt•·•·t ton ,111d Otht' l 1\qt• '•'mr>·nLs c..tnd Sp1 inL's Pr.LiLion. the 
• • • 

1 
" t •t<' o tdcring " is used followed by t h e enn " u r·dering." 

·,:-:,mr··~ llL' EXH 7 , MRH 2, p. 7 dnd MRH 3 , p . 28, PeL1Li o n p. 2"1 ) 
ln t h ·· , •t o ss e x ami nation of witn ess Hunsuc k e r, Lhe Lcnn " prP 

0 1
J ,•t \ li, J" rs absent, while "S•"'rvice tni t.iati on " 1 s u sPd o [ •'11 . 

Th•' ~ ·" ' ''' "Htltiate serv1cc" ts u sPd l )y boLh tlw GTEFL aL o trH' Y 
.lt~,\ ,, \ \••: ;:; Hu nsucker in a ser1es o f qu.·stiorts and 1 c·sp<.Hlsr·r; 
, . ,,lh'•' ' til l\') CPNI . (TR 1 56 1">8 ) Spu nt wi L rwss llunr;ucY. •r Slc.tU·d 

1n h::: t,•:; t imony s ummary L haL in LIH: ~"X ' '"Pt ion:; in S1•c t 1 <1 11 .~ :-!:) " 
~ :~ t lt.tt nothing p rohibi t s a tf•lrctrn (',llr t •· • tr •un1u;rnq , 

d t::,·\,,:ql\11. o t p••rmitt inq .l<' t 't':::: l <l >'I'N I t o rnrt tc.lt• · s·rvice. 
T h.t t ·:· 1 \ l ::pr 1111 r:; a:.;king t o t." (TR 140) lie gof.:'S o n Lo s tat P 
t 

11
,
11 

we· want access to those c u stomer r·ecords so that w ... 
can :n:t \,Lt•' sc rv1ce properly . (TR 140) 1\sf;uming CTEFL 
i s ,.,,

11
, ,,'1 til iLs statement cnncP tntng tho' 1\ I.EC:;' •· xclu~;ivv lH><' 

<1 ! t h•• 1•'1111 "I'll' o t d(• r· ing ," SL.tlt beliCV"'S L lllS lSSUC lS worded 

1 
, , 

1 
,. 1 \ , ,, 1 t tw 1\LL::Cs ' usage o f the t e rm. Assuming Sprint is 

1
nc l\hh •,\ \ tl the group of ALECs 1d entified b y GTEPL , Sprint ' s usP 

o( th\' t ,·• ll\ "pre - orderin g " is 1n direct r esp o nse to Lhe way thi~• 
isslh' ~: \ \ ltd d. In add iLion , although edch pat·Ly likely f inds .1 
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(ilff.-.n JH't· in thr~ terms, it < JlPPdlf> tll,lt llCJ Lil p.tlLJ •·:; .JJ(' u:nll<J 
th•· t•·Jrn:; "!JIP ordering" and " iniLia P SPIVJC'P" 11~ sJmila l 
conLe xL s. 

GTEFL als0 slates t.haL SecLion 364. 2 4 (2) , Fl o nda StaLu es. 
make s it a second degree misdemeanor for any teleco mmun1ca ions 
company employ ee to disclose customer account records " e x c('pl as 
authorized by the customer " or through other legal means. Sta ff 
believes thi1t si nce rel~"oSP of cust n m•'t p1np1 i •' l.ll '/ in f • 11m.1t 11111 

i :: , )IJ t ''"I I .·• ·d l>y t h · . "'. t • t h ·. I I . I II Ill. v I'' I.,, I !Ill <>I : ;, ., . t I Il l\ 

\ 1,• ) .' ·J ( . 'J f.'(<ll 1 tfd ~;( dllllL'~. 

To summari ze, staff recommends thaL lL 1s approp11.,tt> f c)l 
GTEFL to provide customer service records r o Spt 1 nr f o 1 pt ,. 
ordPring purposes. Sp1·int sho uld 1ssue <1 bl<tnkc·L lPt t •·t 1! 
,llJI ho tlZclll Oll LO GTEFL which Slates that ll Wlll oht <llll d 

customer 's perm1ssion before access1ng hll> C'IISt Ornf't nt•JVl •·· · 
rcconjs. (;TEPL shou ld noL rcqulrt· S!J ill1t lt l o utflJil ptt U l ~IItten 

.ttJthcn izdt 1011 f1·om each cust.omPt b t' f ou· p1·ov1ding 11 w1th 
C' U!;I CJJIJI•J ::••JVl! '< ' lf'C'O!'d!;. TlH' ( 'll::t ) !llt' l lt' t'o rcl:; mu:;t \'Uilldlll , til 
.1 1111111tlltlllt, lllf u llnul i on o n Lhe t:u sLomer's t:U lt ent level o f 
serv1ce Ptov1ders should not be re~u1red Lo make ava1lable 
add1t1onal 1nfo rmat1on. The availab1l1ty o f customer S0JVlce 
records should be rec1procal. 
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I SSUE 10: What rates are apr1opriate for Lhc transport and 
termination of local traffi c between Sprint and GTEFL? 
(SIRIANNI) 

RECOMMENDATION: Staff r ecommends a reciproc al rate o f $. 00125 
per minute f or tandem sw1 tch1ng and $ . 0025 per minute for e nd 
off1ce termination. 

POSITION OF PARTIES 

SPRINT : Sprint agrees with GTEFL ' s usr-> o f TELH lC as the 
appropriate cost methodology . Sprint does no t ag t ec With GTE 'L ' s 
input and loading assumpt 1ons and result inq pt 1 ('(>S. 

GTEFL: Any rates the Comm lSSlon sets sho uld be based o n each 
carrier's respective true cos s. Symmetr1cal ra tes ~re Improper 
because they are not cost -j ustified a nd wo uld li ke ly f o rce GTEFL 
1 o r>ub s i rl L~0 Spd nt.. 

STAFF ANALYSIS: 

Re c iprocal Compe nsation 

Section 251 (b) (5) of thE: Act requ1res the lLECs t o estclbllsh 
reciprocal compensation arrangements for the transpor t and 
termination of telecommunications. The po r tions o f Lhe FCC Otder 
addressing transport and term1nation we re stayed. 

GTEFL' s Proposal 

GTEFL contends that it should be allowed to c harge rates f e r 
i nt e rconnection , transport, ~nd terminat ion t hat are j ust, 
rr->asonr~hlP, ilnrl no ndi scrimll1•llnty, ol!Hl th.l l .1JJ nw r;TP.Pl. f11ll 
,, ., ooV t'l y ,. f II : 1 ,· .. :r t : 1 . 11 1cl .r lt' , II III II.JI •f • · Jll o f II . ( Mo'll.ll d I'H /(J t . 

IU'I) G'l'EFL pro poses that 1a tes Lo r te rminat1on should be cost -
based as the Act prov ides. Under the Act, GTEFL contends that 
any compensation mechanism f o r tranuport and terminatio n o f 
traffic must "prov ide for the mutual o nd rr->ciprocal reco v c: ry by 
each carrier of cost associate d with the trans p o rt and 
termination o n each carrier's network faci l ities o f c alls that 
o riginate on the netwo rk facili t ies of the other carrier ." GTEFL 
states that the cost determinatio n must bf.! made "o n the bas1s o f 
a reasonable approximation o f he add itional costs o f termin<~t inn 
!:w·h r·.1lln." (Sf"(·t i o n /'l?(d) L'l ( /\ ) (it-.r r ); '1'1~ '/1 ' .) 

GTEFL contends that the <.;O~Ls associated with transport and 
t e rmination may differ depending on the e x tent to which 
comp~etion of calls from t he p o int o f interco nnection invo lves 
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tandem s witching and transpo 1 t . Witnerm Mt·ndJ d nt dtr~ s thcJt tllll ' "'· 

an ALEC ' s point of interconnect 1.0n wit h a n I LEC w 1 ll vary , tiH· 
functions of tande m switching , transpo rt and tetmination 
generally are priced separat >l y. (TR 711) 

W1.tness Me na rd a lso argues that t he cost o f transport und 
term1.nat1on will gen e rally be higher fo r an TLEC than an ALEC' 
because ILEC equipment is older a nd will tend t o have a lowe r 
throughput t h an ALEC equipment . GTEFL o ff ers that ALECs ate J USt 
now entering the local exchange business a n d arr Jnstalling 
c urrent l y a vailab le s witches and transmission plant . GTEFL 
~;t at.rs that this new equipment is o ften less "XpPnsi v e pel un1t 
of traffic than old er equipmen t a lready depl o yf•d by he JLI·:cs. 
W1.tn ess Me nard contends that GTEFL' s traff1c is u s ually d1upv1sed 
throughout a large network of e nd olfices and tandem s witchrB, 
wh1ch serves a r elativ ely large number o f low vo lume res1drnt lr1l 
or rural customers . GTEFL argues tha by contzas t , R~ ALEC w1ll 
have relatively few e nd o ff 1ce s witches wh ich c a r1 be e x pected t o 
serve a relatively large numbPr o f h1gh volumP busi ;1ess 
custome r s . According to witness Menard , this tPsul sin a l o wr·1 
p€: 1 ut ll L cost f o r ALECs. (TH 71 1 712 ) 

GTEFL offers that i[ a ransport and tenn1nation agreement 
accurately refl ects the true relati v P cos ts inc u 1 red by an ALEC 
rtnd an ILEC for termi n ating each ot her ' s traff1c, the agreement 
Wi ll, lllllHI l1k••Jy , p r·ovidr • tll ,lt thr' (I,F,(' l "PC"OVPI S LI S COS t~> .Jt d 

h1.ghe1 1ate thJll Llu~ 1\ l.Et' Wtttt •·:1: : M•· 1t.11 d o~• • J II • ·:: t ll.t • 1 I .1 
transport and terminat lon agreement provHJ ·:; t ot u ym1111·t• t•· .. l 
rates the agreement d oes not necessar1 ly refl ec t the actucJl cos ts 
o f interconnect ion for each party . (TR 71 2) 

«;TJ-:1-"J. t"<l lll t ·ll!f:: t ll.t l !:• •<' ! IIlii /. ' ,/( d ) (1 ) (/\ ) (H) l f'(jlli 11•: ; I ll.tt 
rates set by state commiss1o ns shall bu "l>.t :;t·d 0 11 tl11· <·11: t 
(rlr r Prmlned wit hout ref e r e nce to rate - of-return or other lcJL e 
IJa::;ed pl OCeedi ng) o l p l O VId I!I IJ llt1 · I lilt• ! ("Oll tH>C t l On Or OPt WO I k 
rlrmrnt (wh.iche v e r is applicable) , and . .. no ndiH CJ JiliJ II<l\ (lly , .11 11 

111.1Y i t w li Hl (· .1 I P.t!Jo n .. hl (' profi t." ('l'H ·ns) 

W1.tness Menard argues that t. he Ace. provides that a s l •Jl ,. 

c o mmission may not consider the terms and conditj o ns of 
z-rc:lprocal compensation to be ju::;t a nd reason able unless such 
t • ' lin~ ; . u .rl condtt j o ns "p t o vtc!P f o r Lhe muLu.,l <1nrl rec1proc,11 
l•· t" t >Vt' IY !Jy 1'.1(' 11 {",111" 1(' 1 o f t "O !,IS dSHOC iolt l' d Wtllt t hf' ll.tll!IJlllll 
and t e rmination on eac lt <..:ut i 1 • t ' s rteL wo r k I .1 <..: r Itt 1 ··u o f c .a I 1:: 
that or1.gina te o n t he network facil1t.1es o ( Llw o thet C:illtu•t " 
and determine costs "on t he basis of a reasonabl e a pprox 1.mat1.o n 
o f :. he additional costs of terminat ing suc h calls. " 
(§252 (d) (2 (A) (i) - (ii)) GTEFL also contends that Sectio n 252 (d ) 
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states that such pricing sLandards shall 110t be construed t o 
prevent parties from arrang1ng f o r "the mutual recovery o f costs 
tllt c,uqll tilL' o ff setting '"> f t<.'cipr ocal ob llCJdl 1 on~• . 1ncludtnq 
a rrangeme nts that waive mutual r ecove ry (suL·lt <H > b1 lJ a nd kr•c p 
arrangements) ." (§252 (d) (2) ( Bl (ll; TR 715) 

Witness Menard asserts "bill -and - keep" arrangement may bP 
nppropt inte whPre traffic exchanged bctwe n the t wo carrt ~ t s 1s 
.appt nXt 111dl(•!y r• quc,~J. (TR ./13) IIO WP V C l, ( j'f'EFI. nl.ul.CS Lhdt 
symmetrical pricing between Spr1nt and GTEFL w1 ll not aff o1d 
r:TEFJ. J•·c-ovc:ry o f iLn contn. Witnc·:w MC'Ildtd , ·ont• ·rHifJ th.ll 
Sptin L' H costs for terminaLintJ cal l s will , mont ltkcly, IH· Jr:H~ 

tlt.tn GTEFL's C"Ost f o r Le rm1nat tng calls. r;TEFI. .ttqltrs th.ll u . ;~nn 

~ynun~Lrical pricing, Spr i nt w1ll t·eceive d :;ubsH..Iy trom GTEF L, 
because it will be receivi ng far mo re than the cost it 1ncurs to 
complete a call . Therefo re, GTEFL assert s that 1ts costs are not 
a su1table proxy for determining the actual costs of 
interconnection for Sprint. Witness Mena1d cont r nds that Lhr 
CommiSSJon s ho uld adhere> to the intent o r tlh' 1\c t a nd all o w tlw 
f.J<I l"L les to recov<::r their respectI ve L rue conL ~> o f t ran spot .And 
termination . (TR 730-731) However, GTEFL staLes that if the 
Commission decides symmetrical pricing 1s J UStlf ied, pending 
j udicial review of the FCC Order, GTEFL argues i should be 
al lowed a true - up of its costs in the e ve n t Lhe FCC ' s r equl tl'menl. 
of symmetrical pricing is eventually o vert ut ne d. (TR 732 l 

Section 252 (d) (2) (A) pro vides the general rule that governs 
s rate commission approval o f rec1procal compensat ion 
o~trangcmPnt s. Spec ifi cal ly, tin s s e c tion :Jtntes: 

(A) IN GENERAL. - Fo r purposes of c omplianc e by an 
1ncumbent l ocal exchange carrier w1Lh section 
251 (b) (5), a State comm1ss1on shall noL considPr Lhe 
terms a nd condi tions for rec1procal compe nsat1on Lo be 
just and reasonable un less -

(i) such terms and condit1ons ptovide f or t he mutual 
and reci procal recovery by e ach carrier of cosLs 
c.1ssoc iate d wJLh the transpo rt and termina t ion o n 
each carrier's neL work fac 1lill<'S o f cal ls thaL 
originate on the network fac1l1L1es o f Lhe other 
carrier ; a nd 

( 1 i) s uch Lerms und condit1ons dL•t.<• tmlrte such cos t~; <.>n 

the basis of a reasonable uppl OXlrnaLion o f. Lhe 
additional costs of terminat ing such calls . 
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Scc..:Li u ll /. ~/.(<.1) (2 ) (/\) dppl tr ·n r••<J c~l dll•/1!1 q f wlll't l11·1 1/!f' 

ttl t·a nge menLs have been establi s he d by t hr> pa 1 t J ~"S tl11 ough il 

vulunt.11y <l~lt 'f'll\!·11L und1·1 S •·1·t ion 7.'>7.(.t) 11 1 lh ! IJU'Jh ,lf' l ir)!l l >i' .t 

state commission under Sec:t10n 2:.-2\bl 

Sect ion 252 (d ) (2) (B) pro vides : 

(R) RULES OF CONSTRUCTION. - Th1s pa r agr.lph shall nrt be 
construed -

(i) to preclude arrangements that afford the mutual 
r ecovery o f costs through Lhe o ff seLL1ng o f 
rec1procal o b ligations , 1nclud1ng arrangements 
that wa1ve mutual re o ve ry (such as b1ll-and ke~p 
arrangements ). 

Sprint's Propo sal 

Sprint states that Lhe Ac t 1 Pquires that 1·ach local e xc:hangr
..:arner has an obligat ion Lo PStabl ish recip1oc:a l compensation 
d rt anqc·me nt s f ot the transport. clnd te rm1na t1011 o f such trafft C. 
Wi tnL'SS Stah ly conte nd s tha t mo 1e spcc1 fJ c a ll y, the 1\c t n •qutJ•·s 
that such arrangements provtde for the mu ual and rPCJpt oc:dl 
tecovery by each carr ier of cost. s a ssoci at. ed w1 th t.he t.tanspo rt 
and t.erminat.i o n on each c arr1 e r's ne twork o f calls t.hat origi nate 
o n t he ne twork o f the other carrier . (TR 238 239) 

Sprint asse rts that. t he compensat1on ( o J locnl 
1nterconnectio n should be reciprocal between compan ies and based 
o n TELRIC plus a reasonable allocatio n of f o tward - l ooking join 
a nd common costs. (TR 240 - 2 4 ~) Altho ugh witness Stahly desc ribe d 
several concerns regarding GTEFL' s cost studtes (as discussPd an 
1ssue 2 ) , Spr1nt has not conducted any cos t stud1es o f its o wn . 
(TR 335 - 336) Sprint has petlt ioned the Comm1sS10n to init.lnte a 
generic cost proceeding o n rates o f BellSoutlt TeJecommun1 caLions, 
1 nc. , for 1.nterconnect ion , 11nbundJ etl e 1 e ment s , t ranspur-t a nd 
t • · r m 1 rril t 1 o n, a nd r •·n;l l r· . ( '!'!< ? 74 ) Sp1 1 nt ;rl :;o p 1 n posl"s o p•'n 1 ll<J 1 

yener1c cosL docke t t o rev icw GTEFL ' s TELl~ I C, nh<J 1 cd and com1n0 n 

cos t studies. Ho we ver , Spr1nt assert s in an ef f ort co uti l1ze 
the Commiss1on's resources efl1c1ent.l y, suc h a proceeding s hould 
be o pen LO all partie s rather t han conducted as separate 
1 nvestigat1ons o f GTEFL ' s cost s tudies. (TR 7.69) 

Sp rin t a c knowledges that in i tlally, b HJ and- keep s hould be 
implemented while the Co mmiss1on conduc ts the cost proceed1ngs to 
rlPtPrmine t he appropriate t atrs for interconnPcLion. (TR 247 ) 
!;p , 1 111 dl<JIIc>:; t lwt the 1\C't p! · tmiL s at-r.:t ngrmr-nt n t h.:t t pr·ovtdc· f o t 
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thr> mutual recovery of costs through c ffst•t ' 1119 o t r ecipt ocil l 
o bligations, includin g arl·an•Jt.'menL~ that WiJiV•' mu ual recove 1·y 
(such as bill - a nd - keep arrangements ) , t o Ln• · .-x en Lha sur·h 
arrangements permit the r ecovery o f the t elcJt r·d CCJS t:J. (S dil l y Tl• 
23R) 

Although the portion o f the Otder that. t·e f ers to bil l <111d 
keep arrang e me n ts has been stay ed, Sprint s a es th t it 
interprets t h e FCC Ord er to perm.i t b i 11 - and k<'PP arrangrment s 1 f 
neither carrier has rebut ted the presumpt.] c,n CJ f s ymmP l.rH·dl l t~lt>! ; 

.1nrl 1f thr vo lume of tr.lfl1 c· th.ll o r igJn,ll <': : <lll o n•· twt w•uY. o~ nd 

t•·tmln.J t es o n another net wo rk 1s n.ppr o x.ima t.••ly t>qual :..o tlw 
v o lume of termina ing traff ic fl o wing in thr> o pposi te dlt·ec:Llot •. 
Sprint contends that absent local traffl t: ~;t udJ~>s be ween .:111 ILEC 
and a CLEC or approved cos studieb, _.t is r,· ,t:>on.lblr t ou t tl !Z• ' 

b1ll-and kee p. (TR 2 4 7). 1-tttLlwr, Sp tllll ·•lllt •·rHls tl!.tt til•· 
··~;t ...tbli~; hment o f interconnec tl o n l clU'S lS Vlt.tl to tlw 
development of competition and the subsequ nL hen~fits o f such 
competition to e nd users . Tlwrf'f ore , Sprint rPcommends t h rt t t h,. 
Commission :implement b1ll and keep f o r an i nLPtlm penod. (TH 
2 '17 - 2 4 8 ) 

Analysis 

Strtff bel if'VCS that wh llt • Sf'C 1 0 n /.'12 (d ) (2) ( B) ( i) "! n o•:; nc•l 
l<'<!l l l lt ' .I !1l.l ll' C' O IIIIlllS S l O ll t o ,HJ D pt nJUl.U.JI lt .tff t(' c•xcll.tll<jt', II 

~l~atly authorizes it to do so. The Act rxptessly recogni ze~ 

t.hat the o ffsetting of reciprocal obl1gauons , whether th t o ugh 
bill - and - keep o r mutual trafft c •x c hange, ts . 1 Pf'tmissible metho d 
o f cost recovery . Nothing in the Act sLatPs tha Lhe n1lr•s ~> f 

ronsrruc t ion apply only to voluntarily nc·got ldt ••d r·ompP!l!; .nt o n 
mechanisms , and that. t.h1s Con1m1ssion wo uld helve less lat.Jt.Ud~' 

tha n the parties would have to establ ish an appropriaLe 
compensation policy . The Commissio n 1s w]thtn its autho rity t o 
o rder mutual traffic e x c hangt· o n eo1thc r t1 t• ·mpo r·.tr·y 0 1 . 1 

JIO' f llf, IJJ(' fl l h ,lfll :, . 

Staff acknowledge s t hat t.he CommlSSlon has o rdere d b1ll and 
keep in a previous docket. Alth o ugh requ11ing b1ll and-k >p may 
b e an interim option, staff bel .ieves H~Clpzoc.J] taLes shoulrl he 
St' l. :3 iiH'f' t hrr· is sufficH'nt e videnc in l h· · r eco1·d upon wh 1ch 
t o e~Lablish rates for tandem and end off1ce s w1tching . 

Staff also believes that the ~ric ing f o r tetm1nat1on should 
be symmetrical between SprinL and GTEFL. Ev0 n Lho ugh GTEFJ. 
.:tt·gucs that euc:h party should n'c:ov e t t.he 1r r• ·:;pC'ct ivv LlUt' ,·o::;ts 
o ( Ll 1nspo rL and terminatio n, the o nly c os t dJt-t prov1dcd w.J s 
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GTEFL ' s . GTEFL states Lha Sprlnt' s costs (ot lPt·mina 111q C d] }r. 

~;;ould b less than i ts o wn due to t h • t'xp•·rt .11 t o ns th.Jt Sp t tnt 

w1ll havp dep1oyrd nPw,~ r Pqt.t pment 111 1ts !lt't wo rk us1ng a 

:r·Lll ivr·J y hig iH~ l p ercentage o f its netwo rk capclClty. (TR 731) ln 

ddd1t1on , GTEF L asserts that wh 1le GTEFL's t a(flc is usually 

disbursed through a large netwo rk of end off 1ces a nd tand~m 
s witchP-s that serv e a large n umber of low vol urnP users, .ln AlEC 

w1ll have relat1vel y few end of f ice sw 1tchp~; thJL se t vC' .. 

r elcn.i vely lul 9P number o f l11gh v o lumt.: buHiflt•ss c:ustome u;. 1 T!~ 

'/<l'/ 198 J llowev<~l. as w 1 tness M~na t d test j ( 1 ed . GTEF'L h.1s 

:;•·v·· r.tl serv 1ces , i nclud1ng MctroLAN and SONET type se l VICPS, 

that target large business c usto mers and c. rr 1 P Is. TR ·trJCJ J 

TIH•tefore, staff does n ot bt~l ievr t h.tt h • • :;t t.!.1 (fc!tPnt tal 

b· ·t wPrn GTEF'L ,1nd Sp11nL woul d b • substanL 1 a1 r~nd bcllCV<'S 

• :T!·:FL'B costs are approp1iatf~ f o r drtPtminl tl<J synunetri c ul l <lt••s 

f o r transport and terminutlon. 

GTEFL' s Cost Studies 

I'o determ1ne the v alld1Ly of the TSLRIC cos t st:.udy p1ovid"d 

i n tins doc k et , staff compared thes rosts 1 n tiH' ro:as pr o v1d··d 

1n the 1nte1conn t.:ct ion p r OC'f'Prilng (DrwkPt N<• '' •O'IIl'> TP, Ott.!•·J 
No PSC 'lb Q,,(,A F'OF - TP ). Til" O: df• !, o n p aq• · h, :llules: 

B.1st2d o n GTEFL' s cost st.udy, GTEFL's W lLIW!JS Mrna r·d 

agreed that GTEFL's cost for LermtnuLing <1 1oc:a1 c.:al1 

was less tha n t wo tenths of a cc•nt pe 1 m1nu t ·~ o f u:;, .. 
Th1s cos t includes the LRIC f o r t 111dcm nw itrlnng and 

t r·anspor· t and an est1mate o t Lh' TSLRlC f o r t h · c' nd 
o ( ( 1ce s w1 Lcning . A lthough w ll nt>ss Men 1 d est 1 f 1 •d 

that no con tribut1on Lo sha t d 0 1 JOln .1nd common 
costs is included in GTEF L ' s cost study , :dJP ~H]I.Cl'd 

t hut a return o n c;1p1Lal to r t iF• Jnvcstment is 1nc:l uded 

in C ;TEFI.'~' cost study. (Order No . PSC - 96 0(,£>8 FOF TP) 

Although the end office c u st. was estlmated TSLRTC 111 Dork•'t 

No. 950985-TP , the TSLRIC cost f o 1 end o (fi <. •' :· w : tdnnq 111 tht·; 

dockC'L was s1gn1ftcan r.l y g 1 "aLe : than t hv s.oo,. t ot~ the 
cnmh1 n.tl ion o f tandem s wi t ching , t.ranspo rt, and end o ff ice 

s w1Lc:h1ng in Dock et No . 95098 5- TP . 
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GTEFL's Pro p o s e d Pricing Metho do l ogy 

W1tness Me nard asserts t hat ra es ( or 1nte r connection a nd 
Lot t 1 t.l!1Sport a nd termi n a L 1on s hould he de t e rmi 11Pd according o 
t It•• M.1 1 kP t E f f icicnt Compo n e n t P t ici ng Rul" (M EC'PR) . (TR 720J 
GTJ·: F L ' :J wi• ll L' Stl S ibl e y s tdt L'G that M !-:CPR is a 11ld l'k0 t based 
rnl'th()d f or d r t " r min i ng , a s t h e FCC di t ecLc d , L h•: H :d sonab)t· :Jil.tt •· 

o f f o t wurd looki ng commo n C08Lf:l L hc.~ L would !;1· . I! Jrwil tf'd t o t l1 r· 
p t JCPr; f o r t h e I L EC's v a rious unbu ndled netwo t k t·]~ments. W JL! t t ·~m 

S.iblt•y stat'S that M- ECPR tak es full accoun o f tho comp~ t.l IV" 

entl y wh~n settin g pric e s f o 1 unbundled netwo rk clemen s. lit · 
con ends that t he M- ECPR price f o t a n unbundled ne t work clemen t 
is equal t o t h e sum of its TELRIC plus 1ts o pport u n ity cost , as 
constra1ned b y marke t f o r ces . (TR 367) The witness contends t ha t 
if GTEFL is Lo b e requ i r e d to sell 1 L s serv ices a nd p rod uc s to 
Spzint and other s, GTEFL s hould be reimbursed f o t all 1ts cos s 
and be allowed t h e o pportun1ty t o earn a r easonable r~te of 
return . (TR 359) GTEFL also o f fers that i t should b e allowed ~ 
t 1ue up of its c o sts should 1 t b e eventually allowe d to recover 
its cos t unde r M- ECPR . (Me nard TR 7 20 l 

This Commi ssion has a lready rejec t e d GTEFL ' ti ECPR as a 
pllClng met ho dology for unbundled network eleme::nt r ar.e:s on th~' 
qtmmds t ha t i t el imin ates the i ncen tive ( o r cornpe t 1tion. (Ol d •: l 
Nn I'.Sf ' <J(, OR11 FOF- TP , J u n e 24, 1 996 , p. 17 ) In add l Ll On , S l cd f 
l ~t·IJt·v • · : ; tl1.a t t l~t· FCC ' s i.l l CJUrn,.nt H ·CJ.l l di l l' J F.CPR h<1G rnr r- l t . Til•• 
FCC 0 1der staLes t h a t . .. "the ECPH d o<.;ti 11ut pliJVld•· .il l Y lllf 'l' l 1. 1111:;m 
for mov i ng pr1ces toward compe t.ltive l v els ; it 1;impl y Lakes 
prtces as giv n. '' ( FCC 96-3 2 5 , ~ 7 09) Ev e n t hough GTEPL con t ends 
1 has mod 1 f1ed t h e ECPR model to p romote compet 1 ion by cap ping 
pr1ces for e a c h unbundled nctwo t k elemr•nt aL th1· price o f 1 t s 
mark et a l t e rna t i ve , staff bel JPves tha he M-ECPR may s 111 
discourage the incen ti v e for compet 1 tion. 

Sprint' s Pric ing Proposal 

Sp rin t pro p o ses GTEFL u til1ze a u n 1for m matkup o[ f1 f tcen 
percent r.o p r o v i de s o me con tribu t. l o n t o commo n costs . Wi t n ess 
S t . ll lly con t"nd n that a un i f o 1m ma rkup JS appropriate because it 
t ,, ., , , :: t l11 ' 11 n 11 cornpc L j t i vP maJk(·t n a s t f th('y W f' l (' rompet i ti v t• 
d llU Ult i i o tm markups are n u ndi::;c tlll1l l ldL LHY- ( '1'1< . ' .~lol CTEFL 
disag t ees with Sprint' s prici ng pro p o sal . (TR 361) GTEFL' s 
witnes~ Sible y argu e s t h a t compet iti v e mar k ets do not ha v e equ al 
rn.nkups , r at h e r t h e ma r k ups c hosen by competl t i v e f1rms dif fer 

7 2 



DOCKET NO . 961173 - TP 
DATE: January 10, 1997 

considerably a c r oss products .Jlld mark 'U>. Fut t her , wit tW !>f> 

S1bley asserts the unifc.tm m.ttkups il l'' nv>J'· ltkf·ly t r> I >•· 
r.lisc riminato ty si nce the y Cll' dt" subs1dH·:,; i o 1 some set·v H·,-.~ ; <~' :' ' 

t rsult in selling belo w cos t f o r other sc·t·vi c ,.s. {T!~ i('l 

There f ore, GTEFL contends Spr111t's pr· 1ci nq rn•·tho doloqy :;houlrl :· 

1 r· Jected. 

Although Sprint proposed a b1ll and k ec.;p ilrt angement f o r 
i n terconnect ion, s ubsequ ent t o the Commissi o n dt!C l SJon 111 lJoL·k · ·t 
No . 960847 - TP, Spri n t conte nds it. would a cTep t, o n an ir.L 0 11m 
basis , all rates, Lerms, and condi 1o n s t ll.tt r r·uul Led f t om Lilt· 
.1t·h1 r rar ion be> t ween AT&T <.~nd GTEFL in Dockr>t No. 9608'17 Tr>. • Ti· 

- 8) Sprints ates that the Act s uppo rts Sp1 1nt' s pt opon,ll t • 

u lliz e the raLes establ ished 111 Docket. 9608 '1 7 TP. {TH ::U,'J) 

Sec t.ion 252(i) states that: 

A local e x c hange ca r r1er s ha ] l mak•' t ! Vrl i ) ,l hl •· .1ny 
interconn0ct i o n, !J t •t VH'f• , 1 11 rH: lw'' ' k t• ! nt• ·rtl pt (Jvrdc·d 
und(· t dll ugreerne11L <..~ppt ovPd under Lhi:> !H'Ct ion t o wh1cll 
it is a party to a n y o ther requesting 
telecommun1cations carriet upon th<"' same terms and 
cond1tions as those prov1de d in thr ag1 c• 'ment. 

Sprint: argues t hat rhe Ac t c learly sLa t es LhaL GTF.FI. 1 r; 
requ1red to offer Sprint o r any ot her t <•IPcornrnt tn t c aLt <> tl:; pt n vi t!••: 
L h e same terms and cond it 1 on~> I u t a ny 1 nt t·t cortne<:L 1011, !;e t·v 1 Ct' 0 1 

rtt•t wo rk e l eme nt. Lhat. it o [ [ e r s any ot.h e 1 company . Fu rt.he1, 
Sprint conte nds that Section 251 (c) of the Ac t requires Lhat 
rates for in e rconnectio n and resale b e nondis~riminatory. 
Therefore , sin ce the Commission has set: GTEFL' s rates f o 1· 
interconnectio n and r esale r ates 1n Dockets 9608'1 7-TP and 960980 
TP , 1t would be discriminatory Lo al l o w GTEFL to charg~ Sprint 
different rates for the exact same serv1ce . (TR 269) Spt tnt • s 
argument deals with the mos t ( awwed nat ion s " p1 c k and c hoosL'" 
clause and is disc ussed at l ength 111 lSRU0 2~. 

S t a ff Analysis and Recommendation 

Staff's review of the cost supporL i nq wo 1k pupe r· ~· 111 t ilt:; 
docket, 1ndicates that GTEF L empl o yed two I ,l et o r·s wh ich m.1y n o t 

1!,1ve been used in Lhe p1.·1o r· s Ludy . On e [ act.or 1s to estimaLc 
associi'lt:ed land and bu ild1 ngs costs , and Lhe o Lhe r is t:o 
attribute "volume insensiLiv e " costs . 

A lthough sta ff l"f'JPC"tf'cl tllc> 111;r c> f (;TEFI.': ; !.111d dll d hutld1•1q 

l . ll ' t cll l o t · :~ W i lt' dlld '1 W ill ' l oop :; 111 lStillt~ 2 , s t ,1f [ aCC:\'P l S tilL' 

u::• ' t) l CTEFL' s land a n d L>u 1 ld1ngs (actol f o 1 pu1po ses oi 
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sw1tch1ng . As d1scussed in deta1l 1n issue 2, Lhe Coae o [ 
Federal Regulations (CFR) descr; pt1ons of the Land and Bu1ld1ngs 
accounts does not differentiate between what is required fot 
CPnLral of fice purposes and what is required f o t business off ic<: 
purposes. While there may be a minot oversL a·ement of cosLs fot 
sw1tching due to t he inclusion of~ land and all buildings, 
st~ff believes that land and buildings costs are more likely Lo 
be associaLed with s witching than loops since s witches are 
located at all central offices. 

s aff acknowledges thaL Jt is appropriale to include vol umc 
in:;t'tWiLivc c:osLs in a TSLRlC sLudy. Howe vPr , s Laff is 
apprehensive about accepting GTEFL' s facLor. GTEFL contend~; t hdt 
thf' volume insensitive costs represen t the cosLs associaLud w J h 
sLand lJy t::apaciL y . (EXH 12) GTEFL S l Les thaL due to the naLUJ' o f 
the telecommunications indu::>L J y c1 11d IO<JJ ke t t·xpect at 1ons, SPTVlCt~ 

delays are unacceptable; therefore, Lhe company mu::>L hc..~vr· 
sufficient capacity to service its customers on a ready - to 
serv1ce basis . (EXH 12) GTEFL asserLs that the cost of standby 
capacity was determined for loops and transport based on Lh~ 
raLio of GTEFL's objective utilization levels to its actual 
uLiUzaLion levels . (TR 492 ) The volume insensitive costs f o r 
switching were determined by using the COSTMOD and SCTS modr·ls. 
In chis case , t.he volume insensitive cosLs repre::;enL::; Lile 
difference between the total cost , b y technology type , and Lhe 
total volume sensitive costs. GTEFL asserts by following th1s 
approach, it assures that the enLire cost o f the network facili ty 
1s included in t he TSLRIC calculation. (EXH 12) 

While GTEFL has sufficiently described its method for 
('dJ') luring volume i nsensitive costs, staff does not necessar1ly 
.tqt•''' with thr company ' s approach. Tt appears that GTEFL has 
atLernpLed to att.ribute he cost:> d:>Hocjatr~d with the standby 
capacity in its network to currenL subsc1 ibers by usi n<J cl<"t 11.1 l 
ut1l1zation levels in its cost studies. Utilization levels l i1:. 
factors) a re important because Lhe y affect unit costs; a low f1l : 
fa~tor increases unit cost, whi le a high fill factor lowers ur;.r 
costs . GTEFL used its actual f1ll of 65% Lo determine iLs vcl un:•' 
1nsens1 ti ve cost for transport and terminaL ion elements. ( EX!l 1: 
Staff believes that the use of actual fill factors in cosL 
studies arbitra rily i nflates the costs 1n the decision to offer u 

SCJ'Vl~""e , and has nothi ng to do with the "u nused " capacity in the: 
neL work. Rather than use acLual fill fa cLors in determining the 
volume insensitive costs , staff believes Lhar Lhe use o f des1gn 
fill factors may prove to be more app ropriaLe . Design till 
f .1c·t ors ar"' al ways higher t han actual fill factors and would 
1 1 '•v 1 dt ' .t IIIO l ' P accurate cosL of the netwo rk e J ement . 
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Staft realizes that there <H e c cr La1n co~;t n 1 ll.J L L hP 

company, and subsequently t he consumer , must 1nc u1 as a cosL o l 
d oing business . For instance, the company m.y reservr a portion 
of its network capacity for testtng purposes , f uture needs or 
continge nc 1es, 1ncluding eme ~g~ncies Howe vrr, o n the other 
hand, too muc h e xcess capacity 1s an i neff1cient use of 
resources, such as burying plant that will ne ver be us~d. 

Staff understands that i t is not rea )istic to e xpect t he 
company to ut1lize o ne hundred percent of its network c apa c·it.y to 
prov1de service o its subscrtbers. Ho wever, staff doe;, not 
belteve that GTEFL's notion of "standby capacity" appropr iately 
1dent1fies the volume i nsens1t1ve costs t hat should be captured 
in a TSLRIC study. Staff believes there i s a dtfference bet wee . . 
"unusable" capacity and GTEFL's not10n o f " s andby " capactty. 
Staff would not consider "standby" capacity as a volume 
i nsensitive cost since it is used up o v e r time as demand grows. 
Wh1l e sta ff believes it is a ppro priate to incl ude vo lume 
i nse nsitive costs t hat attribute the cost of the "unusable " 
portion of the network to consumers, staff d oes not bel teve tha 
it 1s appropriatP for GTEFL to at tribute costs for its "standby" 
c apacity to current consumers. Staff bel1ev~s that the 
application of t he v olume i nse nsi tt ve f acto 1 is a key drt ver of 
costs prov1ded by GTEFL. Fu rther, s t af f be1 1eves chat:. for the 
Commission to e ndorse t he company's cos t 1esult wo uld requ11e 
e ndorsing GTEFL ' s volume i nsensittve factor . Therefore, staff 
recommends rejec t i ng the e nd offtcc and tandem s witching costs 
provided by GTEFL . 

Based o n the record , st.lff has u•vel o pL•d separate r a t c•s f o 1 
tandem and end office s wi tch1ng, because the ALECs may usc· o ne o t· 
both ILEC s witches to term1nate a call . Staff bel1eves thJs 1s 
appropriate since a call terrt nated at an access tandem may 
require addit i o nal s witchtng a nd transport than a call te,minated 
at an end office. The tandem s witc htng rat e onl y tncludes tlw 
costs to terminate at the tandem; there f ore , if an ALEC 
terminates a call through bot h a tandem and end offtce s wttch , 
GTEFL will c harge both a tande m and e nd o ff1 ce rat e . 

Staff would note that t he costs considered in hi s issu0 are 
for termination only. The costs that are cons1dered in 1ssuo · 2 
for unbundled s witched ele me nt s i nclud e all the fe a tur es , 
f unction..; a nd c apabi l ities pursuant to the de f i n ttion of local 
:;witdltng in the FCC ' s Rulrn and Ord e r. 

Staff recommends a r eciprocal rate o L !;; . 0012:. p <.! l 1111 r11 rt ,. I u r 
tandem s witching and $.0025 per minu te f or e nd o ffi ce s wit c h i ng. 
While these rate l e vels are under GTEFL's reported costs , staff 
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bel.1eves he rate levels are suff1.cient tn covPr TSI.RTC cost.s ilnd 
provide some contribution to com~on costs . 

Staff ' s recommended rates in this arbitra ion docket bet ween 
GTEFL and Sprint are based o n the r ecord pro v1.dcd in this 
proceeding . Staff does not believe t hat it is appropriate to 
establish rates in this procPeding based o n the evidence provided 
in another proceeding , as suggested by Sprint . While the 
proposed rates in t h is procee ding mirror the rates that resulted 
in Dockets 9608 4 7 - TP and 960980-TP, staff wo uld point out that 
th1.s is due to staff's analys1.s of GTEFL 's cost studies pro v ided 
in this proceeding. 



I II )I 'I\ F'J' Nl ) . II . I I ., l 'J' I ' 
ll/\'l'E: Janudty 10 , 19~-/ 

I SSUE 2 3 : Sh-,ul rl GTEFL makr> availnble ,1ny p1 1c " te1111 ,Jild/tll 
. •11.111 I •II oo ll· · l• ·d I t .illY 1',1111<' 1 hy ;TEFI. t o S p !ll l l ()!)' MOf;t 
F<..~Vut•·d N.illlfll':; (MF"' ) ho~ :JI: ,.' II ; .. wl1.11 J t •r:t 11<'11<~11::, 1! .111\', 
wr>t t I d apply? (BAR ONE, COX) 

RECOMMENDATION: It is noL n•cPH!Jti iY f o r L ht • Crllllllll:l fli OII LO V0 ! 1• 
on litH lS~IH' . T h o:? CommissJ o n i s not u•qui 1ed t o 1nLetp1eL 1\ '/ 

U . S . C . § 2S2(i) to f u lfill :iLs a r-bJLrd tl Oil l f'S!JnnnibilllH'fl. 
Furth e:r , si n ce t h e Commission 1s not 1e qu 1 1ed Lo 1n Le 1p r cL 
Sr·r·t 10 n 2 ~2 (i) at t h 1s t1rne , Lhf• Cornrn ins1 o n •3 h Olll d lj kpw JSP not 
lllll 'q:;r· r r· n t 1 icLions on t h e appl1c-a t 1011 o f S •c t 1011 ?.52 f 1). 

P OS ITION OF PARTIES 

SPRI NT : Any pllCe , L\0!1111 U l L'U!ldlt J U II u l l··t••d I,, any ... ,, I • 1 i' 
GTEF L :;houJd be m'lde ava1labl r· t o Sp1111L o n aMos F JVOlt·d 
Nat 1ons ( "MFN" ) basis. GTEFL should noLliy Sp1111t o f t l!r
•·X1Sl\.:'11Ce o f such other p11ce , .-> Jm o r cond1t1 o n and maKe 
avai!able to Sprint effectivt on the same date as ava1labl~ Lo 
o hc1 c atrier. 

G_]'EFL : No . Spr1n t's MFN pro p o!::ial wo uld und · n n1 11r> the Ac t ' s 
n•·gotldlton a n d arbitration fl <l!l1(•wo rk ctnd sLlflr- compeLJrJ o n. No 
c.~greemen t wo uld e v er be final if a n 1\l.EC c ...tn consLan ly mo d1 l y 11 

o 1n clude mo re favorable , 1nd1vi d ual Lerms as they a rP 
nr·CJOI 1 a Led with oLher ALECs . 

S TAFF ANALYSIS : S•·ct i 0 11 /.'>7. ( 1 ) o f I IJ,. Tt · I e c-ornmun i Cdl ion!; 1\c t o f 
1'J~I) ( th' 1\c t) , the " most (avo red n <JLJ u n:; " p l u Vt[;i o n , p 1o vid• •:; o~: ; 

f ollows : 

(i) AVAILABILITY TO OTHER TELECOMMUNICATI ONS CARRIERS . 
A l ocal e x c h ange carr1er s hall mdke <.~vai l<.~bl~ any 
inter con nect. ion, service , or neL wo 1 k P J Pm• ·nt pt·ov id<· ri 
u nder an agreeme n t. p r o v :i ded u n de 1 t. h 1 s :;. ·c·t 1 o n L o wh 1 c h 
1t IS a parr. y to any or.he t rcquest1ny 
t ··lt'CUmmunlCJ L J o n s r dl l lP I. upon I II •· S:Jill(• I PtOIS ann 
cond1Lio ns us Lhosc: p l OVId•·rJ 111 til" c~ <.p r·• ·m• ·nt. 

S J11 ' lnL's posiL1 o n is hat any p 1 1c'<·, Le lm 0 1 rondi 1011 

" I f ··•··cl 1 ., o~ ny c·,, J"J"ir l by c;TEFL should IH• mt~d" .1V.ll !able t o CTEFL 
~> I I " Mn: ; t , ,., JV O !t •d N uli P I I! i h.a:;l:;. U>Jllllll Bh )()) 

Sprint argu es that he CommlSSlOil s h o uld o~clopt l lw F ( ' { " : ; 

interpretation o f Section 252 ( i) and f ind Lhat Spn nL 1s cnll J .. d 
to non-d1scriminat o ry t reatment b y GTEFL and c an " p1ck a n d 
r·hoos•· " those rates , terms a nd condi Lion s off ' led by GTEF L Lo 
Sp1 int ' s cornpet1tors, whi c h Spr lnt dt·ems mo l ~> c.1pp1optiate Lhan 
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thur;•· <J !I•·r•·rl t q SJH J nl. Sprint. argues this interpretatJorr of 
Section 2:,2(iJ will "•·rwu r e nun dr!;crimi natory treatment of all 
compet1ng ALECs ." Spr i nt c 1 tes !J<~I.t 'J' dpll lll C of the FCC ' s Firs 
Report and Order in CC Doc ket 96-98 in support o f i 1. n 
rnt•:rp r P·ation o f Section 252(i) . Sprint, howe v er , acknowlc·dgr·:; 
that this port. ion of the FCC's order h as bee n stay~d b y t he 
Eighth Circui t. Court o f Appeals , pending a final d~c1s1orr o n the 
mPr its. Sprint:. , nonetheless, ma1nta1ns . hr- FCC has appl1ed h e 
con ec t .interpretation of Section 252(il , c:.nd ass <·rt s thc..tt 
nothing in Lhe Eighth Circu.i t Stay would proh ib1 he Cumrn1ssi <m 
frorn adop ing t his interpretation. (Spri n t BR 22 23) 

Sprint. states that ther · arP five " reasonable J C•!JLJ icl i on:1 " 
to this interpretation. F1.rst, whe r e cost based volumr d1scounL 
lrvels are offe red , Sprint mu£t atta in the speciL.ic volum0 ](•V 0 ls 
1 () l)h t ·""~in the discount . Ne xt, whr::re term discounts basPd o nly o n 
tllv l•·rtqtlr () f t lw se rvi ce con rae are of fered , Spr tn must 
con ract to t il· Sdm<· len<Jl.h of t rm,. in orde r to o bti!.in the 
r) i scounl . Th e t. h i rd e xcept 1 u n 1 •·q11 r 1 •'n S!Jr in t o acTC!Jt 
dlf. fr~rc..:nt. prices if there are slgn 1.Eicant d1 ff•· r · ·n< ·•·:; 111 .l 

se l 'Ji cP or facility , such as <.ln opr:: riltl o nal suppon llll•·r f <~c···. 
The fourth exception requires Spr1 n t t <J pun;hils•• all necesscl r y 
elements whe n feature and func t ion avaJl,lbility dr-rnan J rt, suc·h 
the need to purchase local s w1tch1ng 111 o n.Jc• r t<) o btain r·aJJ 
w.)iti ng . Finall y , Spr i n t can o n l y obtal n gcog J<~plucall y 
dt·.tvc·r .. qr>d rates w1th i n the 1dent1cal geographic area o ver wl:i c h 
LhP cos t was calc:tllat.cd. (Sp r l nL BR 23-24 , Hunsu c k e r· TR 92) 

Sprin t argues t hat SecL1on 2':>2(J J d o 1· s rH1l requ1.r~ the 
requesting carrier to ado pt an entire agreernr·nL. Spt i nt c i l r·!> 

Lile FCC ' s order wh ich p rovides: "Requ1ring 1equesting ca n · t0 t !3 
to elec t entire agree ments, i n stead o f the provi sion s relaL1ng Lo 
specif1c eleme nt s , would render as rnJrP. surplusage the words " any 
interconnectio n, serv ice , or net wo rk element.. " (Sprint BR 22 23) 

GTEFL contends Sprint ' s pick and c hoose interpretation {J f 
st:.:cllon 2~2(1) would " s ifle both compet1tion a nd the nego tiau on 
process " i ntended u y Lht;;! Ac: . (GT EFL BR 52) GTEFL argues that. 
to allow a requesting carrier t o pl <'k and c hoose i ndiv idual 
rates , terms , and condit ions f or a given s t.: rvi c •· o r (l o rn a cpv•'n 
agreemen t "ignores the e ssent i a l aspect o f negot i ations " dlld 

wo u ld r Psult in no agreeme nt e ver becoming fi nal . G~EFL would 
pro v ide Sprint a nd any oth er requesL1 ng ALEC any f t1lly negoti a Led 
contract GTEFL e nters into with another ALEC. (GTF.FL BR 53 ,':>':> ) 

GTEFL states Sprinc' s inten t underlyi ng lL~; interpl~ldtl on 

c1 f Sr·c·t 1on 2S?. (i) is Lo avo1d the negotiatlon p 1ocess b y taking 
1soJa1 t·d pro vis tonn f r n 111 v.1r1ouR rontracts 1n o rder to c r eate a 
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nvw agree men t s ole ly to Sp1 111t 's o wn advantagl'. (GTE FL BH ' > i. 

S~l GTEFL contends Section 2S ... 1 ) requires the reque s Lln<J ALEC 
to adopt all the terms and condttions from a conttac offt->1 ·d to 
another ALEC. GTEFL believes the terms and cond1 t. i o ns of <lll 

.Hp r e mcnL are reflected 1n t h • .~ntlre contt·act. a!; ' ht, ••nt 11 • · 

.HJl"(:mcnt ts the product o t the negotiation . ( TH ·1/J ,·rn, IO'J 

791 ; GTEFL BR 55) Under Spt 1nt's p 1ck and choose 1nt e rprrtaL1on, 
GTEFL contends it wo uld be wary to negotiate wJ th ALECs brr·JuHP 
the benefits and dut ies achie ved thr ough nrgo t1at1on wo uld br 
lost by allowing other 1\LECs t o rreate thr1t· o wn agr . •rmen t pl•'C•· 
meal thro ugh GTEFL's e x 1st1nq nego ::.ated agtt·cment s . (GTEFL !3h 
',6 

GTEFL also argues hat the Eighth C1rcull Say dr'c Jsi o n 
spec1f:cally stayed enforcement o f the porti o n o f the FCC's onJ•·t 
1nterpret 1ng Section 252 ( i). (GTEFL f3R 5 3 l GTr·.FL contends 1 h" 
Eighth C i lC'Ul t S Lay deci s.ion del<' I m1ned tlJP FCC '!; pH·k and c h ()o:-'H' 

interpretation would cause ilteparable harm by "furthet 
undercu t (ting) any agreement.> that are actua11y nego· iated m 
a1b 1trr~ t r•d" and would undetmJnt· LhC' negot .i<ll ton pr·o< t·~w. ((iTI·:Ft. 
HI\ r,.1 ) 

F1nally, GTEFL bel1eves ItS intelpt etatlOil o f MFN lS 

consistent w1th bot h Sect1on 252 ! i) and the MFN pt o v1s1 o n 111 
GTEFL ' s Commission-a pproved 1nterconnect1on cc, rll rdc w1 Lh MFt; 
!TR 777, 783; GTEPL BR 56 57) 

Staff does n ot believe that the CommissJ o n should intctpreL 
Section 252(i) in this proceeding based on the f o ll o wing : 

F1rst, '1 7 U.S . C . § 252(c), Standards fo r Albltlill l<Hl , p1 UV!d•~ !3 

111 pertinent part: 

In resol v ing . .. any open 1ssues and irnpo s1ng 
cond1t1ons upon the parttes to 'he agreement , a Statr 
Comm1Ss1on shall -

(1) ~nsure that such resolut ion and conditions m~et the 
requirements of sect1on 251. including thP regulations 
prescribed by the Commi ssinn put su.=~nt t r, sec t ion 251; 

(.') ··::t , dJIJ :; il .tlly l dtt·H ! u 1 

netwntk elemen ts accord1ng 
J llt•·l L·v llllf'C t l U ll , 

o subsectton !d) 
St.: I VI C.:t•H, l> l 

This section d o es n ot require the Commission to 1n erpret '1 7 
U.S C § 252(1) t o fuJflll it~; a 1b1trat1on rPspo nsibiliti t':•. 
H,1:l •'d n n t ht:J, ~;t .aff dot':; no t h••IJf'Vt> a Mo st l·'. tvu rt•d N.tt inrt:; 
claust.: 1s J matter to be atblttated , nor that t eso luti o n o f tl11s 
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issue is necessary to the ~mplemcntalion of an arbitrated 
agrEement. Therefore, sta(f recommends t~at thP Commission not 
interpret Section 252(i) at this t ime. Further, sincP staff 
recommends that the Commission not adop an lntnrpre .t i o n at 
tins t~me , staff also recommends hat the Comm1ss1on sho uld no 
impose r es trictions on the appli c at1on o f SecL1o n 252 (1) t Lh1s 
:. 1me . 

Sta ff not0s that Lhc Eighth Cir c uit Co urt r> f 1\ppr·.tlu 1r; 

e xpected to rule on the mcr1ts o E the appeal o f Lhe FCC 's 
1nterpretation of this section within the first si x mo nths o f 
this year. 
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ISSUE 24: Should the agr~ement be approved pursu ... n Lo SPct:1on 
252(e)? (BARONE) 

RECOMMENDATION: Yes. Th, arbitriltl'd agt ·l'm<'tll should bt• 

app1 o v e rl pursuant Lo SecL1on 252 (e) Since Llw agreement betweer~ 

GTEFL and Spr1nt will result from an arbiLraLion pursuanL to 
SecLion 252(b), staff recommends Lha the agreement shotrld bn 

approved under the standards 1n Sec:L1on 252(el(~)(8). 

POSITION OF PARTIES 

SPRINT: Yes. The arbitratPd agn·• ·mr·nL shc>uld b(: approved 
pursu~nL Lo the provisions o f SecLion 252(e) o f Lhe 
Telecommunications Act of 1996 . 

GTEFL: Yes . The Commission should approve Lhc en Lire agr~emen 
but it should recognize ~hat contr1cL provis1ons that wete not 
arbitrated should be considered under the nondiscrim1nat1 on ~nd 
publ1c interest standard of section 252 (e) (2) (A), taLhet han 
(B), which governs the arbitrated pro v1sions. 

STAFF ANALYSIS: Section 252 sets forth the proced ures for 
negotiation , arbitration and appro val of agreements . 
Specifically , Sections 252(a)(1) and 252(a)(2) address Lhe 
procedures for agreements arrived at through negotiation, and 
Section 252(b) addresses the procedure for agreements arr1ved aL 
through compulsory arbitration. Section 252(e) (1) provides Lhat 
any agreement adopted by negotiation or arbiLration shaJl be 
submitted for approval to this Commission, and SecLion 252 (e) (•l ) 

ptovides the tlme per1od tn wh ich th1s Commission must act on 
negoLiaLed and arbitrated agreements. 

Section 252 (e) (2) statrs thilt this Comm~ nsion may o nly 
re JeCL· 

(/\ l c.1n agreement (or any port 1on thereof) adopted by 
negotiation under subsection (a) if it finds that -

(i) the agreement (or porLi o n thereo f) 
discriminates aga1nst a telecommunications 
carrier not a party to the agreement; or 

(ii) the implementation of such agrccm0nr 0 1 

port ion is not CClns 1st Pnt w 1 t h l h1• f Hih I 11· 

I Ill t'll ':ll, COIIVo'llll' !ll"t', .IIlli IIL'CeSSiLy; 0 1 
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(B) an agreement (or a1.y port1on thereof ) adopted by 
arbitratio n under subsection (b) if it linds that thr· 
agreement does not meet the r e quireme nt s o f section 
751 , including the regulations presc tibed by t he 
Commission pursua n t to section 251 , or the standards 
S\?L ( o rth in subsectton (d ) o f this secti o n . 

In addition to the above , Section 252(e) 14 ) , Schedul~ f or 
Decisio n, provides i n pertJ nent part: 

If the State commiss ion does not act t o a pprove or 
rejec t t h e ag reeme nt w1thin 90 days after submission by 
the parties of an 2greement adopted by negotiation 
unde r subsection (a), or w1t11in 30 d a y s afte1 
:;ubmissi o n o f an agH'r>mPnt. adopted arl)JLl clt 1011 uncJ,., 
subsect ion (b) , t he ag t eement s hal l b e dr>c med dppt o vcd . 

Sprint simply that Section 252(e) 11) of the Act r equires 
t hat a ny interconnection agreement adopted by negotiatio n o t 
arbitration s hall be submitted to t he state commi ssion f o r 
1pprovaJ and that a statv comm i ssion, to winch an ag1 eemrnt r!; 

·•ubmtttl'd , shall app rove 0 1 reJect the agJf'e me nt. (Spl i nt B l~ elL 

2':>.) 

GTE FL witness Menard t es t ified that GTEFL wo uld integrate 
the arbitrated and negotiated terms i nto a stngle contract ( o r 
submission. (BR 58 , citing TR 783 ) GTEFL anserrs t ha t withdr a wal 
o f certain issues from arbitration means o JJJy that they wc r r not 
arbitrated, not tha t the y shouldn't be incl ude d 1n a final 
agreement . 

GTEFL ' s position is that the Commission s ho uld appt o vt• the 
entire agreement, but it should conside r t he contract pro visio ns 
that were not arbitrated under the no ndisc rimination and public 
interest standard o f sectio n /.52 (e ) (2) (/\) , rathr>r t han (B). 
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c;TEFL SL<ILCS that unde r l h t• Ac t, l hP 'omtnl:;~;I Oll 11111:H <!ppt nV•' 
n e g oLiaLed and arbitrated agreemenLs. GTEFL atgucs, llo wPvPr , 

that there are diffe ren t stcindards for negot iaLed and arb1Lrated 

prov is1ons . According t o GTEFL: 

Under section 252 (e) (2) (A ), an agreement lot p oru on 

t hereof) adopted b y negot1at1on may be reJected o nly 1f 

iL discr 1minates against a telecommun1ca t ions c a r 1 1e1 

not a part y to the agreeme n t o f if the ag r eement' s 
implementat ion is not consis t en t with h e public 
lnLerest I f t h e agreement (o r any p ortion thereof ) is 
adopted by arbitra tion , the Comm1ss1on musl cons1de1 
whethe r it fails to meet the requ1rement s o f SecLion 
251 , associated regulat ~ons, o r the standards set forth 
111 subsecl ion 252 (d ) . 

GTEFL a rgues t hat given the dist1nction in the Ac t b etween 

t lv· !;t rJlldards f o r review of n~gOtlaLed and a tb l Ll"a Le>d tlgreem.-:.nt S, 

tht· r• · ts no basi s f o r t h e Commission t o ossesu thr> t:n iu.• 
agreements undF.!r subsec t ion 252(e)(2)(8), wh ich gove r ns o nly 

arbitrated terms. GTEFL a rgues t hat 1f the Comm1ssion we r e Lo 

review the entire agr eemen t pursuan t Lo Sectio n 252 (e) (2) (B) , the 

parti0s would be driv e n to submitting t wo sepattlte agreements f o r 

.tf'f'l "v"l. Such" r·esulL, GTEFL contends , wo u ld be ine (fi cien 

.IJHJ I HJ!I:; •. : n sical !J,c·uus, t hP pi1 1l1 Pfl w1 II 1·r>qar d t hr> ct>Jit r .t c-t o~s 

an integrated whole even if 1t is subm1Lted t o Lh•· CommtfJ:Ji o n 111 

t wo sepa rate pieces . 

Staff notes t hat section 252(a) (l) prov ide>s that car1 iers 
rn.1y n ••qot. i a tP nnd enter tnLo a btnding agreem••nt. Tn hos~ 

l!lSLan ces whe t e part1es a r • unable to JH•gotldtt• d bind1ng 
agreement, section 252(b) provtd es LhaL the pdrLles may petiti on 

the State commission to arbitrate any o p e n issues. This sect1on 

nlso ,.,qu ires the p e titioner to pro v1de the St a t e commi ss i o n a)l 
,, .J , ·v. rrrt dor'l llll•' ll t d t 1011 r·o lH'f't·ning " o~ny q thc r !Hr;u£• discussed and 

1 •·s"l V t~d by Lhe pt! t L I L!~~. " !.t , rf f IJt •l 1 •·v •·:; t !roll t ll•· Ac·t 
contemplates that o nce the CommtSSlCJJ. 1 (;Sul V!·:; L lr · o p e n 1 :;:;u ·· ~; , 

tn an arb1tratio n proceedJ ng. that Lhl· parLH:s wt ll con st1 uc:t an 

agreement that encompasses both the H;:;ues 1 esol ved by the 

pd l l lf'S cl lld the l SSUes r esolved by t. lw Comml SSIOn . Once t.hP. 
fJ<l l Llt.:s have an l nLerco n nect j o n ag1 •t•m• ·nL, whet ll<·r adopL<'d by 
negoLiaLlC'1 or arbitration, section 2~2 (e) (1) p 1 o v i des LIH· 

agreement shall be submitted for appro val to he State 
Commission . Staff believes Lhe Comm1ss10n may onl y re ject. a 
n e gotiated agreement or a p o r tion of a n e g ot iated agreement for 
Lhe reasons set forth i n sectio n s 252(e)(2)(/\ ) . Likew1sl', sLaff 

a) so believes that t h e Commiss1on may onl y tcjecL on arbtLt·atcd 
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agr c·ement o r portion of an az·b1t1 -t ed agre •mo'nt i o r thr· reason!; 
set f o rth in section 252 ( >) (2) (13i 

1 t appears GTEFL llH.crprets he phnH>f> "c1ny p o 1 t 1 011 thereof" 
tn s r·c t1o ns 252 (e) (2) (A) artd (8) o 1 "quire the CornmlSSlon to 

pp1y the standards o f both 252(t.~) t2l (A l and (8) to a single 

<~gtPf>mr~nt . Staff d1sagrees with th1s inte 1p1e at1on. Staff 

believes the phrase " an y p o rt1o n thPreof" pcrm1Ls thP Cornm 1ss i cH: 

tO rr>iect a porllOn of a nego idLt•d o r a l l ll ll<ll o•cl .Hj l "f•l'lll • 'lll .r: ; 

discussed above. 

GTEFL's 1ntPrpreLat1on of the " phr"lse any p o tLi o n h~r eo f" 

.1 lso uppcars 1nconsis e nt with the schedul•· l o t stdle a c t1on · :. 

sec 10 11 252(e) ( 4 ). This Sf>C:tlon p r o vides that 1f the StaLe 

commiss ion does not act o approve o r re jr·f' t the agreeme n t with.n 

'+0 citlys after subm1ssion by the parLl~s o f c111 <~qrr>em·nt ado pt •d 
by rw ot1at1on u nder subsect1o n (a) or WlLhJJr HI days c~ftPJ 

~•u l mJ.ss1on by the p art ies r; f an agr.•unent ddo ptt>d by ,u ·b1 t rat Jon 

undP r subsection (b) , he ayr eement shall be dc .. >mr>d approv .. d. 

In conclusion , sine Lh•• a <_p Cf>mcnL betwo•en GTEFL a nd Sprint 

w1ll result fro m a n arb1tr"l t 1on pursu a n t to SPct1on 252(b), staff 

rl.:'comrncnds that t h e agreement should be appro ved undc>r he 
..; tandards in Section 252 (e) (2) (B l. 
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ISSUE 25: Whul a r P till' .lppropr lillt' po~;t ll•·.trlll<J fH O<:£'durr•H 11, , 

:;ubmissi o n anrl .lppr oJ.Jl {) I Lll" L1n<.1l dliJ ll.lc.HPd agreemPnL! 
(LEGAL) 

RECOMMENDATION: The parLIC'S sho u 1d submtt a Wlltten agtc>""mc nL 

nH ·m >tiuliztng and impl~menL1ng the Commtssi o n'l:> decisi o n w1th i L 

H! nays o r issuance o f t.lw Comml s slon·s .1th l tt <l tl o n o rd•·r . ~ .t. af 

s h .1 .. ld take a recommendat1 o n t o .tgc·ndil s o t h .tt t hf" C"()lll'lll : !:; l o l l · ·.a : 

I• ' V1 1:::W the subrnitLe d agtt•t·mPnL!; pursuant t o tlw stand o~ rd:; rn 

S ,. , ., !On 252(e) (2) ( 8 ) w1 hin 30 d,tys afte::1 Lh~y are subm1tt..ci 

If the patties c anno t <:HJl''' ' o thr> l.lll ' J' IdCJ'' o f th·· 
agrPr·me nL, to- a c h pany r;ho uld :aliJnllL 1ts vt • r s r o n o f th~> cJcp .. •m• · nr 

wi hin 30 days <l(ter issuance o f the Co mrnl f;:;inn' s a t hltr.u IIlii 

o t der, and the Co mmiss i o n !~hould d··c i ck ' 11 tll·· i.lnq>ro~ • t• · r I• •' I· · .. · 
ill< '( rpo r·iltPf> t hc• f!llh::t Il l•'• • ol tl • •llllll t .•. .t• 11 ' :, .ar l >1t 1.11 1• 11 1 
,j • 't 1 : : I • 'II:: 

POSITION OF PARTIES 

SPRINT: TIH' p <l l l jp;, :d t"t l!d f • I·· .1 t·o mpl• · ll· · rJ::Jv• .HJt • ···m•·nt wtthll ! 

1·1 .l.1y::, .t lld f lit• pr u p u ::c •cl t ' ll lllld c'IU<ll Ltll<JU•l9l' f u r thP 
t trrr• ·:;o lv,•d i:;:;ues w ithin 2 0 days, (ro m datt' o f tlw Otdt•r. Til•· 

Commission should ado pt, ( n, n t!WIH' by l:l:lll'' l.Jdnio, thr· 

pro p o sed cont t"<Jctual lcl lltjUtl cj•' th.tl t Pflec- ~; 1ts dP\lSl • Jll:: . 

9TEFL: Th0 p tl tt i,.r: r:l!lllild )., dri• ·• ·t• I t •• '"''I' " J, oto· .til dljt•·• ·mo·nL 
r llo~r , , , .,., , <!: 1 wrr 11 tl1•· t • ·J rn: : •>I t llv t 'o mm1:;: ; t 1111' :> o t-der 111 t h;:; 
.crln t:.tllUil. TlllrLy days J :o, thP sho rtt>:JI tc·.t~Hm,JlJle pl:tl u d f CJ r 

c ontract f1nal1zation. 

STAFF ANALYSIS : Sf" C! 1 n n / ' .1 •· ! ) • ! ti l •· /\<'! Jo•qultc•:; thdt lilY 

! Ill t'l t ' fl llll•' <'l I III I .tqlt' l 'lllt'lll IJ • • !HI!JIIl.t I t•d <. l Itt· 

f t ll dflf>lt l V<I] . S~c ~on /. S2(CI ( J ) pl O Vld· s th.tt 
:; l!all pro vide a s c hedule f o r trnp l l.!m•·ntaL lt lll u t 

conditio ns b y the parLlCb cJ Lhe ayr eemcnt 

Sldl ' C O ffint iSSIOil 

:; t .J L e COI'tm 1 !Hl 1 o n !; 

the t rms clnd 

Spr 1nt proposes that LllL' par 1 ··~; f 1 ll' <~ll •lCJ 1 C'Pment w1t h t h0 

\ornmJss1 o n f o r appro val WlLhln 1·1 days o ( t h" Comnussion ' s 
d t 'blLratio n order. {Sprint BR a L 2 . 1 If til• • p <lrtii'>n il l (' llllll>lc· 

t o rea c h an agreement, Spr1nt fur t het pr o p o :;. ·:; 1 l!.rt ···H·h p. t lt y 

submit o the Co mmissi o n w ithin /.0 day~; o f til• c·n rnrntssJ o n' :; rde t 

rt:~ pt Op 0 :;,•ci c onlrac Lual ] ,Jnguo~g~' t o_ the t:>H l H ':.; th,ll tf'm,ltll 
J ll l Jt• ~;,> ]vL•d (j_Q.) In the lcJ er c ase. Sptlllt wu uld havv tl:•· 

\ommts s i o ra adopt on an 1ssue by t s sue bas1s t h c• p r·op o sf'd l.trHJlltl<JP 
LI1<1L bt''tLet· rrflects the Comrntsst o n's dec1s H m . ( j_Q. ) 
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G'J'EFL llOLCS LllaL SC!t:LlOil ).~2 ' t•'~Ul ! C!tl tll.tt LhP L'n rnrnis!;it)J1 
pro'l!lde a sch edule for imple"lenLing the Letms nd condJ u o ns v i 
the parties agreement. (GTEFL BR at 59 . ) GTEFL asserts t ha ht.:: 
Commiss1on s ho uld direct t h e paries to n ·gotla e an agreement 
1n corpora ttng the terms o f the Comm1ssion's atbitratlo n o rder. 
(l_Q.) GTEF'L further asserts t hat the agreement ullould be 
submitted Lor the Commissi on ' s appro v al pursuant to S~Ctlon 
252(e)2) ( /\ ) f or negot iated prov is1on s , and pu1 sue:wt t o Section 
2S2 (f') (2) ( 13 ) (or arbitrated pro vi sions . (l..Q. ) 

In view of numerous comp lex issues in th1s pt~occed1ng , ( 'TEFL 
conte nds Lhat at least 30 days should b e prov 1dr·d o the pa tties 
1n orde t· to devise contract language ref lPCLlll-j hP C'omm1s~iot.'s 

decis1ons. (Id.) GTEFL o bsetves t hat 1t 1s at he same 1m,. 
negotiating a number o f i nterconnPct 1 o n cont. r c1ct s tht oughout t hr> 
country. ( Id . ) 

Staff n •cornrncnds that tlw appropn u t t• t (•Cldl nq o f the /\ct 
cpv 'S the Comm1ssion th r c l t • under the p t OVJ fJ I Oil 5 o f SccLJort~> 

2 52(b) , (c) , (d) a nd (e) both t o c1rb1LratP the. unresolved 1ssuc>s 
and appr o vP t h e agreement th<~t re:sults. SPc 1011 252(e)(1) !Jt.Jtrs 
that an y agt eement adoptPd by negot iat1 o n o t ~nblt rcl' Jon must be 
approved bv tne S"ate comm1Ss 1o n Sect1on 2<>2 (el ( 2 l ( 8 ) sets out 

h e: grounds f or rejection o f a n agreemcn .Jdnpt.Pd by atbill c t 1on. 
Finally , Sectio n 25 2 (e) (4)pro vldes that t lw !JL,JtP commissi o n muse 
act to approve or reject the agreement adopted by a rb1L rat1on 
within 30 day s of its submissio n by t h e pdrtles o r it s ha Jl bt' 
drrmPd app t·ov c d . The Ac t gives state commi ss 1ons conside t·aul~> 

I I · ·Y.tl•tlr ty t l> f.t ::llion clthiti.Jtion plOCedurPs that will bP 
t:OIIl!)cltlbl • Wltlr tire• <.:UIIIIIIJ!l!i!IJII!I' p ! tH'• •:;: ;.•n oii H i ,l!'c'nmpJ i!:l1 t il• 
policy purposes o ( the AcL. 

Accordingly , staff reco mmends that the part1e~ subm1t a 
writL Pn agreement memorializ1ng a nd implementing the Commission' s 
dec1sion w1Lhin 30 days of l S'.Jllance o f the Comrm ss ion' s 
arbitration o rder. Staff shoul d take a rccomm •ndat1on o <HJI'IIda 
so t hat the Commission Cd n review the submitted agreements 
pursuant to the standards 1n SC'Ctlo n 252(e) (2) (B) within 30 days 
,lf t r- 1· t hr y ilrP s ubmi ttrd . 

If the part1es cannot d ~F ee to the ldn(_Juagc o f Lhe 
agreement, each party should subm1 t 1 t s v c r·s i o n of the agrcem('nt 
within 30 days after issuance o f the Commissi on ' s arb1trati o n 
•r d•·r . .rnd tiH · Commiss1 o n s houl d dPc1 de o n t hr language that 

b ••l.tt' l lllt't 11pU1dlt'S til<.• ~;u}l~;to~nc·c · r> l t iH' C'rll111111!1!1101l' H ill hil ldt !Oll 
dec i s1on. 

8G 
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SLa l f notes that iLs t c•cornmendation 1n th1 s proceedi nq 1s 
consistent. wi th t h e Cornml5Slon ' s d cJsionn 111 Docket!> Non. 
'J60833 T P, 9608 4 6-TP , 960916 TP, 96084'7-TP and 960980- TP. 
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ISSUE 26: Should this docket be closed? 

RECOMMENDATION: No . In Issue 25 staff has n~quested tha L he 
parties submiL a written agreement memorializing and implementing 

he Comm1ssion's decision . Therefore , th1s docket should rema1n 
oprn. 
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