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On Janvary 1, '19B&, two policies will become effective

which will have a considerable impact on the entire telephone

industry. The Order of the Federal Communications Commiseion

("PCC"), entered February 28, 1983, in Docket No. CC78-72,

requires a change in the pricing of 1interstate long distance

service. Currently, nationwide interstate long distence pricing

is on a usage basie i1including both an allocation of fixed or
nontraffic eensitive ("NTS") costs as well as variable or traffic

sensitive costs. Under the FCC's Order, all telephone companies

sre to design teriffs, to be filed no later tham October 3, 1983,

which reflect a joint esystem of access charges for end users

(customers) and interexchange toll carriers (e.g., American

Telephone and Telegraph Company Interexchange and Microwave

Communications, Inc.) to recover a portion of the allocated NTS

costes on a fixed baeis with the remaining asllocated NTS costs and

the variable costs to be recovered on the traditional usage basis.




This change affects all telephone companies under the
jurisdiction of this Commigsion as well as all telephone companies
nationwide. Certain tariffs must be common to all telephone
companies while others are to be based on a particular telephone
company's own costs. American Telephone and Telegraph Company,
Inc., ("AT&T ") 1is responsidble for preparation and filing of the
initial common tariffs for all companies except those which elect

to file certain charges baged on their own costs.

While thie FCC access charge system 18 mandated only for
the interstate toll portion of each telephone company's
operations, certain features of the FCC plan and changes 1in
technology with the attendant risk of bypaes make it improbable
that the telephone companies can expect to continue to recover all
costes currently charged intrastate toll solely on a usage basis.
Therefore, it is anticipated that tariffs will be filed separating
the allocated fintrastate toll NTS costs between access and usage

charges in such ways that {intrastate tariffs will wmirror the

interstate tariffs.

The second major change affecting the telephone industry 1is
the divestiture by ATA&T of its local operating companies. As a
result of divestiture, the present toll psettlement arrangements

between South Central Bell ("SCB") and the other telaphone

comnpanies will have to be modified.

The combined effect of the FCC Order in Docket Mo, CC78-72

and the AT&T divestiture places the Commission, the telephone

coapanies under 1its jurisdiction and the publfe in a position of

uncertainty. Coubined {nterstate &and 1intrastate toll revenues
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currently account for & substantfal portion of the revenues of
each of the telephone companies 1in the Commonwealth, Moreover,
the earnings and service of each of the telephone companies under
this Commigsion's jurisdiction may be substantially changed. The

potential consequence of these actions is of paramount concern.

The Commission §8 therefore, establishing this case on intrastate

access charges and toll revenue sgettlements and making each
telephone cowpany under its jurisdiction a party thereto. Persons
desiring to intervene in this proceeding should file a motion with
the Commission's Secretary within 30 days of the date of this
Order, setting forth the grounds for the request including their
status and interest.

As successor to SCB, AT&T wi1ll provide intrastate, inter~
LATA toll service in this state. The Commission thus expects ATET
to be vitally 4intervrested in the outcome of this proceeding, par-
ticularly the possible establishment of a carrier’s carrier charge

like the FCC established. Given the obvious conflict of interest

between AT&T and SCB, the Commission expects that ATSET and SCB

will be separately represented in this proceeding. The Commission
will not accept filings or testimony from 8CB made on behalf of
ATST.

The Cosmission met with repregentatives of SCB during an
informal public meeting on April 21, 1983, and was informed that
S8CB does not expect to file 1interstaste or {intrastate access
tariffs until]l October 1983, Certain telephone companies in the
state may not concur with the same coumon interstate tariffis as
ATST with the FCC under Docket No, CC78-72 nor the ssme comson
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intrastatce access and usage tariffs as SCE with this Commission.

iloreover, although SCB has lhad somc discussfons with the

independent telephone conmpanfes in the state, nepotfations are

still in progress and a toll rcevenuce settlement proposal hetfore

this Connission is anticipated no carlfer than June 1983.

SCB has also inforred the Commission that it currently

plans to file a rate case in Junc 1983, While toll and access

charges and settlements will materfally affect tlhe outcome of that

procecding, the Conmission 1s of the opindon that the more

appropriate procccdure §s to scparate toll and access chtarges and

settlements from the rate casc for purpescs af Investigation., The

record in this case will be dncorporated by reference Jinto the

record in SCBl's rate case.

The Commission reccognizes that SCE and the other telephone

companics wunder Jts jurisdiction arc¢ not presently prepared to

present firm pruposals regarding toll and access charges and

scitlement plans. Thercfore jt is premature to schedule hearings

at this tinc. ilowever, the Commissfon 1s wuleo aware that SCY is

Jnvestigating varfous alternatives regarding toll charges and

access charpyes and has net with various representatives of other

telephone companics under Its Jurisdiciion reyparding rtentative

settlement planse. Therefore, the Commission will require that the

[ollowing information be filed as part of this case prior to

scheduling hearings:

(1) sanp should tile detailed crxplanations of all

scttlement alternatives it tas investigated. SCB should provide

copies of all proposals it has consddered ng o meang of

ndopting a
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future scttlement proccdure and agrecement. The response should
include a copy of al)l analyses and data pertaining to the various
alternative proposals, including all reports, docuncnts,
correspondence aud studles utilized, All assumptions Inherent in
thesc alternatives should be identified and fully defined.
Moreover, the preliminary estimatced revenue impact on SCE and each
telephone company with which SCB settles for the ycars 19384, 1985,
1986, 1987 and 1986 should be filed under cach alternative. The
revenue impact should also show f{or thecsc same years what the

estimate would be assuming no change in the current method of

a

settlement.

(2) SCP should fflec minutes of all mcetings and a full
descriptfor of all conversations held with thbe other teleplione
companics under this Comrission's jurisdiction regarding tentative
settlcement plans.,

(3) SCH or ATS&T should file all preliminary reports
required by the FCC in Docket No. CC78-72 reparding tentative or
preliminary studies on its proposed interstate toll and access
pricing.

(4) £A~ny other telephone corpany under this Coumission'a
jurisdiction that prescently does not plan to caoncur §n ATET 's
commou tarff{f(s for {interstate toll and nccess chuarge pricliog
should advise this Commission of its tentative proposals.

(5) SCB should file information regarding all alternatives
currecntly vnder investigation regarding the repricing of
intrastate toll and access charges. SCIr should provide copies of

all proposals consfdered by 1t an s rmeans of repricing toll and




sctting access charges. The response sheuld Include a copy of all
analyses and data pertaining to the various clternative proposals,
including all reports, documents, correspondence and studices
utilized. Again SCE should ifidentify and define all assumptions

used, particularly thosc assumptions uscd to arrive at alternative

charges to intcrexchange carricrs.

(6€) Any othcer teleplhone company under this Commission's
Jurisdiction that presently does not plan te concur in SCRE's
conmon tariff for fintrastatce toll ard access charge pricing should
advisc the Commissicn of dts tentative preposals and the various
alternatives under study in the same detail as specified for SCh.

(7) SCB (and any other telephone company which prescently
does not plan to concur in SCB's commun intrastate toll and access
charges) should filce prelinminary cost studics on which alternative
toll and access prices arec bhascd. All allocation factors {(and the
cderivation of cach allccation factor) scparating NTS and traffic
sensitive plant from other intrastate plant should e shown underx
cach plant subaccount.

IT IS THELREFORE ORDPERED that this case be and it hercebhy is
established to investigatce toll and access charge pricing and toll
gcttlement procedures and that all telephone companies under the
Jurtndiction o tbtn Comutontos e and  they bhereby  pre  made
parties to this procedurc.

IT IS FURTIHER ORDERED that the record in this case shall Le

incorporated by reference into the record in SCB's next rate cose.
IT IS FURTHEDR OPDEREL that the information outlined above
shall be filed within 3U days of the date of this Order. This
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information rcquest is of a coutinuing nature and shell be updated
within 10 days as rew information becomes available.
Donce at Frankfort, Kentucky, this 19th day of May, 1983.
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