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BellSouth Telecommunications, Inc. 502 582-8219 Creighton E. Mershon, Sr. 
P. 0. Box 32410 
Louisville, Kentucky 40232 Internet 

BellSouth Telecommunications, Inc. 
601 West Chestnut Street, Room 407 
Louisville, Kentucky 40203 

a 
Fax 502 582-1 573 General Counsel - Kentucky 

or Creighton.E.MershonQbridge.bellsouth.com 

October 21, 1999 

Helen C. Heltoai 
Executive Director 
Public Service Commission 
730 Schenkel Lame 
P. 0. Box 615 
Frankfort , KY 40602 

Re: Peti.tion by ICG Telecom Group, Inc. for Arbitration of an 
Interconnection Agreement with BellSouth Telecommunications, 
Inc. pursuant to Section 252(b) of the Telecommunications 
Act of 1996 

\ 

PSC 99-218 

Dear Helen: 

Enclosed for filing in above-captioned case are the original and 
ten (10) copies of BellSouth Telecommunications, 1nc.l~ testimony. 
Appearing on behalf of BellSauth are: D. Daonne Caldwell, Jerry 
Hendrix, and Dr. Wil.iiam E. Taylor. The relevant cost studies, 
including workpapers, are provided as an exhibit (DDC-1) to Caldwell’s 
testimony. 
commercial, or proprietary information and, pursuant to 807 KAR 5:001, 
Section 7, encltosed is BellSouth Telecommunications’ Petition for 
Confidentiality. 

a 

A portion. of Exhibit DDC-1 contains confidential, 

One copy of the proprietary information, along with a CD ROM 
containing the proprietary information, is provided to the Commission. 
A copy of each is provided to ICG and its counsel pursuant to a 
previously-executed Protective Agreement in this case. 
and ten (10) redacted copies of the confidential information is 
provided for the Comiission. 

The original 

Sincerely 

Creibhton E. Merskoon, Sr. 

Enclosures 

cc: Parties of Record 

182695 

http://Creighton.E.MershonQbridge.bellsouth.com


CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the individuals on the attached Service List by mailing a copy 

thereof, this 21st day of October 1999. 
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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of: 

PETITION BY ICG TELECOM GROUP, 1 
INC. FOR ARBITRATION OF AN 1 
INTERCONNECTION AGREEMENT WITH 1 CASE NO. 99-218 
BELLSOUTH TELECOMMUNICATIONS, INC . ) 
PURSUANT TO SECTION 252(B) OF THE ) 
TELECOMJNICATIONS ACT OF 1996 ) 

CONFIDENTIALITY PETITION 
PURSUANT TO 807 KAR 5:001, SECTION 7 

Petitioner, BellSouth Telecommunications, Inc. , (\'BellSouth" 

or the \\Company") , by counsel, hereby moves the Public Service 

Commission of the Commonwealth of Kentucky (the "Commission"), 

pursuant to 807 KAR 5:001, Section 7, to treat that portion of 

the exhibit, :Exhibit DDC-1, to Caldwell's testimony, filed 

October 21, 1999, and highlighted in green, as confidential in 

accordance with the Commission's regulations. 

The Kentucky Open Records Act exempts certain commercial 

information from the public disclosure requirements of the Act. 

KRS 61.878(1) (b). 

exemption and, therefore, keep the information confidential, a 

party must establish that disclosure of the commercial 

information would permit an unfair advantage to competitors of 

the party seeking confidentiality if openly discussed. 

61.878(1) (b); 807 KAR 5:001, § 7. The Commission has taken the 

To qualify for this commercial information 

KRS 

position that the statute and rules require the party to 



7 

e e 
demonstrate actual competition and a likelihood of competitive 

injury if the information is disclosed. 

The material which BellSouth seeks to protect contains 

vendor-specific pricing information and confidential business 

information that is considered proprietary to BellSouth. 

disclosure of this information would provide BellSouth’s 

Public 

competitors with an advantage. 

competitors and potential competitors in formulating strategic 

plans for entry, pricing, marketing and overall business 

strategies. This information relates to the competitive 

interests of IBellSouth and disclosure would impair the 

competitive business of BellSouth as well as the third party 

vendors. Thi,s information has been held confidential by the 

Commission in previous dockets. For these reasons, the 

information is considered proprietary. 

The data is valuable to 

Several of BellSouth’s current competitors, including 

Petitioner, AT&T, and MCI, have publicly announced their 

intention to enter, or in fact have entered, the local exchange 

market. Additionally, several potential competitors have 

likewise indicated their intention to enter the local exchange 

market to compete with BellSouth. 

requested here would be extremely valuable to competitors in 

developing colmpetitive business strategies, networks and 

operations, designing their service offerings and, marketing 

plans for those services. 

obtain its competitor’s cost to provide service assigned to 

Cost information such as that 

I) In addition, BellSouth is not able to 

2 



various business units and, therefore, it is inequitable and 

unfair for BellSouth’s competitors to have access to the 

Company’s cost information. 

competitors for its local exchange services include cable 

television companies, cellular service providers, personal 

communications service providers, customer-owned coin operated 

telephone providers and others. 

The Company‘s present and potential 

Public disclosure of any of the proprietary confidential 

information contained in the cost studies cited in this petition 

will be harmful to BellSouth by adversely affecting the market, 

revenue potential and competitive position of its services. 

As further grounds for this Petition, BellSouth states as 

follows : 

(1) The information as to which BellSouth is requesting 

confidential treatment is not known outside of BellSouth; 

(2) The information is not disseminated within BellSouth 

and is known only by those BellSouth‘s employees who have a 

legitimate business need to know and act upon the information; 

( 3 )  BellSouth seeks to preserve the confidentiality of this 

information through all appropriate means, 

maintenance of appropriate security at its offices; 

including the 

( 4 )  The disclosure of this information would cause 

competitive injury to BellSouth in that it would provide 

BellSouth’s competitors with sensitive financial data with 

respect to certain of BellSouth‘s services; and 

3 



(5) By granting BellSouth's Petition there would be no 

damage to any public interest in disclosure. 

would be best served by non-disclosure because competition would 

thereby be promoted. 

In fact, the public 

For the foregoing reasons, BellSouth asks that its petition 

for confidential treatment of that portion of the exhibit, 

Exhibit DDC-l,, to Caldwell's testimony, filed October 21, 1999, 

and highlighted in green, be granted. 

Respectfully submitted, 

~~ 

Creighdon E. Mershon, Sr. 
General Counsel-Kentucky 
601 W. Chestnut Street, Room 407 
P. 0. Box 32410 
Louisville, KY 40232 

R. Douglas Lackey 
Bennett L. Ross 
Thomas B.  Alexander 
A. Langley Kitchings 
General Attorneys 
Suite 4300, BellSouth Center 
675 W. Peachtree Street, NE 
Atlanta, GA 30375 

COUNSEL FOR BELLSOUTH 
TELECOMMUNICATIONS, INC. 

183421 
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SERVICE LIST - PSC 99-218 

C. Kent Hatfield, Esq. 
Henry S . Alf ord, Esq. 
Middleton & Reutlinger 
2500 Brown & Williamson Tower 
Louisville, KY 40202 

Albert H. Kranner, Esq. 
Michael Carowj-tz, Esq. 
Dickstein Shapiro Morin & Oshinsky 
2101 L Street, NW 
Washington, DC 2 003 7 - 1526 

Bruce Holdridge 
ICG Communications, Inc . 
180 Grand Avenue 
Suite 1000 
Oakland, CA 94612 
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Creighton E. Mershon, Sr. 
General Counsel - Kentucky 

BellSouth Telecommunication 
P. 0. Box 32410 
Louisville, Kentucky 40232 

or 
BellSouth Telecommunications, Inc. 
601 West Chestnut Street, Room 407 
Louisville, Kentucky 40203 

October 12, 1999 

Helen C. Helton 
Executive Director 
Public Service Commission 
730 Schenkel Lane 
P. 0. Box 615 
Frankfort, KY 40602 

Re: Petition by ICG Telecom Group, Inc. for Arbitration of 
an Interconnection Agreement with BellSouth 
Telecommunications, Inc. pursuant to Section 252(b) of 
the Telecommunications Act of 1996 
PSC 99-218 

Dear Helen: 

Enclosed for filing in the above-captioned case are the 
original and ten (10) copies of BellSouth Telecommunications, 
Inc.’s Responses to ICG Telecom Group, Inc.‘s Data Requests to 
BellSouth Telecommunications, Inc. filed September 29, 1999. 

Sincerely, 

Creig P ton E. Mershon, Sr. 
Enclosures 

cc: Parties of Record 

182157 



CERTIFICATE OF SERVICE 

I hereby certify that a copy of the foregoing was served on 

the individuals on the attached Service List by mailing a copy 

thereof, this 12th day of October 1999. 

I 
. .  

Creightk E. Mershon, Sr. 
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C. Kent HatfieILd, E s q .  
Henry S. Alfortl, E s q .  
Middleton & Relitlinger 
2500 Brown & W:illiamson Tower 
Louisville, KY 40202 

Albert H. Kramer, E s q .  
Michael Carowit z , E s q  . 
Dickstein Shapiro Morin & Oshinsky 
2101 L Street, NW 
Washington, DC 20037-1526 

Bruce Holdridge 
ICG Communications, Inc. 
180 Grand Avenue 
Suite 1000 
Oakland, CA 94612 



A F F I D A V I T  

STATE OF GEORGIA 

COUNTY OF FULTON 

BEFORE, ME, the undersigned authority, duly commissioned and qualified in and 

for the State and County aforesaid, personally came and appeared D. Daonne Caldwell, 

who being by me first duly sworn, deposed and said that: 

She is appearing as a witness before the Kentucky Public Service Commission in 

Case No. 99-2 18 on behalf of BellSouth Telecommunications, Inc., and if present before 

the Commission and duly sworn, her rebuttal testimony would be as set forth in the 

annexed testimony consisting of 7 pagesand / exhibit (s). 

e 
D. Daonne Caldwell 

SWORN TO AND 
SUBSCRIBED BEFORE ME 
this the @day 
of October, 1999. 

ki;OTARY PUBLIC 

hly Commission expires: 

MI= IF. HOLCOMB 
May RN, Dougkis County, Georgia 

My Commissioa @ires Nowember 3,2001 



1 BELLSOUTH TELECOMMUNICATIONS, INC. 

2 

3 

DIRECT TESTIMONY OF D. DAONNE CALDWELL 

BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION 

4 CASE NO. 99-218 

5 OCTOBER 21,1999 

6 

7 Q. PLEASE STATE YOUR NAME, ADDRESS AND OCCUPATION. 

8 

g A. My name is D. Daonne Caldwell. My business address is 675 W. 

10 

11 

12 

Peachtree St., N.E., Atlanta, Georgia. I am a Director in the Finance 

Department of BellSouth Telecommunications, Inc. (hereinafter referred to 

as “BellSouth”). My area of responsibility relates to economic costs. 

13 

14 Q. PLEASE PROVIDE A BRIEF DESCRIPTION OF YOUR EDUCATIONAL 

15 BACKGROUND AND WORK EXPERIENCE. 

16 

17 A. I attended the University of Mississippi, graduating with a Master of 

18 Science Degree in mathematics. Additionally, I have attended numerous 

19 Bell Communications Research, Inc. (“Bellcore”) courses and outside 

20 seminars relating to service cost studies and economic principles. 

21 

22 

23 

24 

25 

My initial employment was with South Central Bell in 1976 in the Tupelo, 

Mississippi, Engineering Department where I was responsible for Outside 

Plant Planning. In 1983, I transferred to BellSouth Services, Inc. in 

Birmingham, Alabama, and was responsible for the Centralized Results 

-1 - 
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3 

4 

5 

6 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

System Database. I moved to the Pricing and Economics Department in 

1984 where I developed methodology for service cost studies until 1986 

when I accepted a rotational assignment with Bellcore. While at Bellcore, I 

was responsible for development and instruction of the Service Cost 

Studies Curriculum including courses, such as, “Concepts of Service Cost 

Studies”, “Network Service Costs”, “Nonrecurring Costs”, and ‘Cost 

Studies for New Technologies”. In 1990, I returned to BellSouth and was 

appointed to a position in the cost organization, now a part of the Finance 

Department, with the responsibility of managing the development of cost 

studies for transport facilities, both loop and interoffice. My current 

responsibilities encompass testifying in cost-related dockets, cost 

methodology development, and the coordination of cost study filings. 

Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

A. The purpose of my testimony is to present the cost study results for the 

network capabilities requested in the ICG Telecom Group, Inc. (“ICG”) 

Petition for Arbitration for which rates have not already been established by 

the Kentucky Public Service Commission (“Commission”). Additionally, I 

describe the underlying cost methodology used in this study. Attached to 

this testimony, as Exhibit DDC-1 is BellSouth’s cost study which includes 

an executive overview, a summary of results, element descriptions, factor 

development, TELRIC Calculator@’ input and outputs, and investment 

development work papers. Below is a summary of the cost study results: 

25 
’ 01997 BellSouth Corporation All Rights Reserved 
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1 

2 

3 N.l 

4 N.l.l 

5 N.1.2 

6 N.1.3 

7 N.1.4 

8 N.1.5 

9 N.1.6 

10 N.1.7 

11 N.1.8 

12 N.1.9 

13 N.l.10 

14 N. l . l l  

15 N.1.12 

16 N.1.13 

17 N.1.14 

18 N.1.15 

19 N.1.16 

20 N.1.17 

21 N.1.18 

22 N.1.19 

23 N.1.20 

24 N.1.21 

25 N.1.22 

Cost Element 

UNBUNDLED PACKET SWITCHING FRAME RELAY 

UPS - UNI/NNI FRS 56 KBPS 

UPS - UNI/NNI FRS 64 KBPS 

UPS - UNI/NNI FRS 1.536 MBPS 

UPS - UNVNNI FRS 44.210 MBPS 

UPS - UNVNNI FRS - DLCl Additional 

UPS - UNllNNl FRS CIR - 0 BPS 

UPS - UNllNNl FRS CIR - 1 - 32 KBPS 

UPS - UNI/NNI FRS CIR - 32 - 56 KBPS 

UPS - UNllNNl FRS CIR - 56 - 64 KBPS 

UPS - UNI/NNI FRS CIR - 64 - 128 KBPS 

UPS - UNllNNl FRS CIR - 128 - 256 KBPS 

UPS - UNVNNI FRS CIR - 256 - 384 KBPS 

UPS - UNllNNl FRS CIR - 384 - 512 KBPS 

UPS - UNVNNI FRS CIR - 512 - 768 KBPS 

UPS - UNllNNl FRS CIR - 768 - 1.536 MBPS 

UPS - UNllNNl FRS CIR - 1.536 - 4 MBPS 

UPS - UNIlNNI FRS CIR - 4 - 10 MBPS 

UPS - UNllNNl FRS CIR - 10 - 16 MBPS 

UPS - UNllNNl FRS CIR - 16 - 34 MBPS 

UPS - UNllNNl FRS CIR - 34 - 44.210 MBPS 

UPS - UNVNNI FRS CIR - Feature Change 

UPS - UNllNNl FRS CIR -Transfer of Service 

Recurring Nonrecurring 

$27.85 $236.39 

$27.85 $236.39 

$96.82 $254.97 

$670.72 $371.95 

$82.52 

$0.1071 

$0.5354 

$0.9369 

$1.07 

$2.14 

$4.28 

$6.42 

$8.57 

$12.85 

$25.70 

$64.25 

$162.76 

$260.20 

$553.39 

$719.57 

$31.16 

$1 3.27 

-3- 



1 

2 BellSouth witness, Mr. Jerry Hendrix, addresses the rates BellSouth is 

3 proposing that are based upon these costs. 

4 

5 Q. WHAT ARBITRATION ISSUE DOES THE COST STUDY ADDRESS? 

6 

7 A. Issue #3, which states: “Should BellSouth be required to make available as 

8 

9 

10 

UNEs packet-switching capabilities?” The cost study conducted for this 

arbitration determines the Total Element Long Run Incremental Cost 

(“TELRICI’) for packet-switching capabilities based on a frame relay 

11 architecture. 

12 

13 Q. WHAT TYPES OF COSTS ARE REFLECTED IN THE COST STUDY? 

14 

15 A. The cost study reflects both recurring and nonrecurring costs. Recurring 

16 costs include both capital and non-capital costs. Capital costs are 

17 associated with the purchase of an item of plant, Le., an investment. They 

18 consist of depreciation, cost of money, and income tax. Non-capital 

19 recurring costs are expenses associated with the use of an investment. 

20 These operating expenses consist of plant-specific expenses such as 

21 maintenance, ad valorem taxes and gross receipts taxes. 

22 

23 

24 

Nonrecurring costs are one-time expenses associated with provisioning, 

installing and disconnecting the network capability. These costs include 

25 
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1 

2 

3 

five major categories of activity: service inquiry, service order, engineering, 

connect and test, and technician travel time. 

0 

4 

5 

6 

7 

Q. IS BELLSOUTH’S COST STUDY CONSISTENT WITH THE FEDERAL 

COMMUNICATIONS COMMISSION’S (“FCC’s”) COSTING 

METHODOLOGY? 

8 
A. Yes. BellSouth’s cost methodology is not only compliant with the Act, but 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

also with the FCC’s First Report and Order. BellSouth utilized the FCC’s 

published TELRIC methodology as a guideline in producing cost support 

for unbundled network elements. Thus, the costs are forward-looking and 

reflect an efficient network design based on existing wire center locations. 

Specifically, BellSouth’s cost study is consistent with the FCC’s costing 

methodology as set forth in FCC Rule 51 505 (Forward-looking economic 

cost) which defines the FCC’s cost methodology for Unbundled Network 

Elements (“UNEs”). Pursuant to the FCC’s rules, such costs must be 

developed using an efficient network configuration that uses the existing 

location of the Incumbent Local Exchange Carrier‘s (“ILEC’s”) wire centers. 

Further, the costs should be developed using a forward-looking cost of 

capital and economic depreciation rates, and a reasonable allocation of 

forward-looking common costs is appropriate. The forward-looking 

economic costs may not include embedded costs, retail costs, opportunity 

costs or revenues to subsidize other services. 
25 

-5- 



2 

1 Q. WHAT COST METHODOLOGY IS USED IN THE COST STUDY? 

2 

3 A. The cost study is based on the study methodology accepted by this 

4 

5 

6 

7 

8 

9 

10 

11 submitted in this case. 

12 

13 Q. PLEASE PROVIDE SOME BACKGROUND TO CASE NOS. 96-431 AND 

14 96-482. 

15 

16 A. BellSouth filed cost studies to support permanent prices for unbundled 

17 

18 

19 

20 

21 

22 

23 

24 

25 

0 

Commission in its Orders in Case Nos. 96-431 (MCI arbitration) and 96- 

482 (AT&T arbitration). These orders established rates for numerous 

network capabilities, ranging from 2-Wire Analog Loop to Physical 

Collocation. In its Order in Case No. 96-482, the Commission stated that 

“BellSouth’s TELRIC studies use engineering process models and certain 

accounting data to estimate its forward-looking TELRIC costs.” (Order at 

Page 18) BellSouth adhered to the TELRIC methodology in the studies 

e 

network elements in these cases. Subsequent to these studies, BellSouth 

introduced a new cost model, the TELRIC CalculatorO. As I mentioned 

previously, the TELRIC CalculatorO was used to develop the costs 

presented in this case. The TELRIC Calculator@ is the mechanism that 

performs the mathematical exercises, previously performed on 

spreadsheets (as in Case Nos. 96-431 and 96-482), that appropriately 

applies the correct inflation factors, loadings, annual cost factors, labor 

rates, tax factors, and shared and common factors to the inputs. 

However, the TELRIC CalculatorO goes beyond merely applying factors 

-6- 
e 



c 

1 

2 

3 

4 

5 

6 

7 

8 

and labor rates. It allows the user to change inputs and run and store 

different scenarios. Also, as part of the model, the user can change the 

economic parameters (such as the cost of debt, cost of equity, and 

debtlequity ratio) that are used to determine the annual cost factors. 

Additionally, to ensure consistency between studies, the TELRIC 

Calculator@ serves as the warehouse for the default annual cost factors, 

labor rates, loading factors, and inflation factors. 

0 

g Q. PLEASE SUMMARIZE YOUR TESTIMONY. 

10 

11 A. The cost study filed in this proceeding determines Kentucky-specific 

12 

13 

14 

15 Nos. 96-431 and 96-482. 

16 

TELRIC economic costs for the network capabilities requested by ICG. 

The costs were developed using the basic study methodology and 

approved input values previously authorized by this Commission in Case 
0 

17 Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

18 

19 A. Yes. 

20 

21 

22 

23 

24 

25 

-7- 
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KENTUCKY DOCKET NO 99-218 
SECTION 1 

EXECUTIVE SUMMARY 

STATEMENT OF PURPOSE 
- 

ICG Telecom Group, Inc. filed a Petition for Arbitration with the Kentucky Public 
Service Commission (KPSC). The petition requested the settlement of rates for 
some network capabilities for which the KPSC has not previously established 
rates. BellSouth Telecommunications, Inc. (hereinafter referred to as BellSouth 
or the Company) is filing cost studies for the requested network capabilities. 

Included in this document are BellSouth’s Total Element Long Run Incremental 
Cost (TELRIC) studies, including common costs, for the requested network 
capabilities. 

. -  

t.. 
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g N T U C K Y  DOCKET NO 99-2 e 
SECTION 2 

STUDY METHODOLOGY 

TOTAL ELEMENT LONG RUN INCREMENTAL COST (TELRIC) 

The studies submitted with this filing adhere to the Total Element Long Run 
Incremental Cost (TELRIC) methodology as envisioned by the Federal 
Communications Commission (FCC). The basic guidelines that form the 
foundation of a TELRIC study are: 

1) The studies should reflect a long-run perspective. Long run implies a period 
long enough that all costs are variable. In other words, this principle 
assumes all costs are avoidable in the long run. 

2) Cost causation is a key concept in incremental costing. Thus, only those 
costs that are directly caused by the particular item being studied are 
considered. This principle mandates the identification of costs directly 
attributable to providing a “service” (network capability). - 

- .  

3) The increment being studied should be the entire quantity of service. This - 
point recognizes that costs normally thought of as shared in a service-specific 
study, would be included in a study of a network capability. For example, in a 
service study, the planning engineer’s costs associated with loops would be 
shared across many product lines, e.g. ESSX, coin, business. In an 
unbundled network element study, this cost would be directly attributable to 
the loop element. 

- I 

4) Any function necessary to produce a service must have an associated cost. 
In essence, this guideline states that no sunk costs should be included. 

Common overheads are not part of a long run incremental cost study. 
However, the FCC’s TELRIC methodology allows for the recovery of “a 
reasonable allocation of forward-looking common costs”. Thus, BellSouth 
has considered common costs to produce the TELRIC economic cost. 

The technology used should reflect the least cost, most efficient technology. - 
Costs should be forward-looking. 

. -  

There are two generic types of costs that have been studied: recurring and 
nonrecurring. 

RECURRING COSTS 
The monthly costs resulting from capital investments deployed to provision 
network elements are called recurring costs. Recurring costs include capital and 

1 

r 



KENTUCKY DOCKET NO 99-218 
SECTION 2 

STUDY METHODOLOGY 

operating costs. Capital costs include depreciation, cost of money and income tax. 
Operating costs include the expenses for maintenance, ad valorem and other 
taxes and represent ongoing costs associated with upkeep of the initial capital 
investment. Gross receipts tax (which includes municipal license taxes and PSC 
fees) is added. 

The first step in developing recurring TELRIC studies is to determine the forward- 
looking network architecture that, when deployed, represents the most efficient 
design to provision the network element. The material prices for the equipment 
necessary to implement the forward-looking design are gathered. Next, account 
specific Telephone Plant Indexes (TPls) are applied, when necessary, to trend 
material prices to the base study period. Telecommunications equipment and 
plant placements are typically “lumpy”. Thus, utilization (or fill) factors are applied 
to the material prices to reflect BellSouth’s forward-looking actual utilization of the 
plant. Also, when multiple vendors are used, it is necessary to determine the 
average material price for a typical element based on the probability of occurrence. - 
Inflation Factors, by plant account code, are then applied to the material prices to 
trend the base-year material price to levelized amounts that are valid for a three- 

investments account specific inplant loadings are applied to the material prices. 
The inplant loadings include engineering and installation labor (both BellSouth and 
vendor), exempt material and sales taxes. 

- .  - 
- year planning period. In order to convert the material prices to installed t 

Supporting equipment and power loadings are added, as appropriate to specific 
investment accounts. Next, supporting structure investments for land, building, 
poles and conduit are developed. These supporting structure investments are 
identified by their relationship to the respective item of plant being supported. For 
example, applying a pole-loading factor against the aerial cable investment 
develops the pole investment. 

1998 - 2000 level Annual Cost Factors are used to calculate the direct cost of 
capital, plant specific expenses and taxes. Account specific factors for each 
Uniform System of Accounts - Field Reporting Code (USOA-FRC) are applied to 
the investment by account code, yielding an annual cost per account code. 
Account specific shared cost factors are applied to produce forward-looking 
TELRIC costs. Then the common cost allocation factor and the gross receipts tax 
factor are applied. The result is the economic cost. 

The generic steps for developing recurring cost can be summarized as shown 
below. The unique technical characteristics and physical makeup of each 
service cost element must be taken into consideration. 

2 
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Step 1: Determine the forward looking network designs (architectures) which will 
be used in deployment of the network element. 

- 
Step 2: Determine current material prices for the items of plant used in each 
design. Material prices are obtained from BellSouth contracts with various 
vendors. 

Step 3: Apply material Telephone Plant Indexes (TPls) as appropriate to 
determine the base year material prices. Material TPls estimate the changes in 
material prices over time. 

Step 4: Adjust the material prices for utilization to account for spare capacity 
using a reasonable projection of actual total usage. 

Step 5: Weight the material prices, as appropriate, to determine the average 
material price for a typical element by USOA-FRC, i.e., plant account. 

Step 6: Apply material inflation factors, referred to as levelization factors, to the 
material prices to convert the utilized base year material prices to material prices 
representative of a three year planning period. 

- - -  - 

Step 7: Apply inplant loadings to the levelized material prices to convert the 
material prices to an installed investment, which includes the cost of material, 
engineering labor and installation labor. 

Step 8: Apply support loadings to the investments to determine investments for 
support equipment and power, land, buildings, poles and conduit as appropriate. 

Step 9: Convert the investments by FRC to annual costs by applying account 
specific TELRIC annual cost factors to the various investments. The annual cost 
factors calculate the capital costs (depreciation, cost of money, and income tax) 
and operating expenses (plant specific expense, ad valorem taxes, and other 
taxes). Add the annual costs for the various FRCs. Next divide by 12 to 
determine the dkect monthly cost. 

Step I O :  Apply the shared cost (account specific) factors. Then apply the gross 
receipts tax factor. The result is TELRIC. 

Step 11 : Apply the common cost allocation factor to determine economic costs. 

3 
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NONRECURRING COSTS 
Nonrecurring costs are one-time expenses associated with provisioning, installing 
and disconnecting a network capability. These costs include five major categories 
of activity: service order inquiry, service order processing, engineering, connect 
and test, and technician travel time. Examples of the work activities in each of 
these categories are: 

Service Order Inquiry - Verify that facilities are available to provide 

Service Order Processing - Prepare and issue service orders 
Engineering - Assign cable and pair; design circuit; order plug-in; 

perform translations in the switch 
Connect and Test - Install circuit; test circuit; disconnect 
Technician Travel Time - Travel to the customer’s premises 

service 

The first step in developing nonrecurring costs is to determine the cost elements 
associated with the network capability. These cost elements are then described 
by the individual activities required to provision the cost element. Individuals 
familiar with the network capability identify which activities are applicable. Subject 
matter experts identify the amount of time required to perform the task and also 
determine the probability that the activity will occur. Provisioning costs are 
developed by multiplying the work time for each work function by the labor rate for 
the work group performing the function. 

- - -  - 
t - 

Utilizing work functions, work times, and labor rates, disconnect costs are 
calculated in the same manner as the installation costs. 

The generic steps for developing nonrecurring costs are summarized in the 
following steps: 

Step 1: Determine the cost elements to be developed. 
Step 2: Define the work functions. 
Step 3: Establish work flows. 
Step 4: Determrne work times for each work function. 
Step 5: Develop labor costs for each work function (labor rate x work time). 
Step 6: Accumulate work function costs to determine the total nonrecurring costs 

Step 7: Apply the Common Cost Allocation factor to determine the economic 
for each cost element. Add gross receipts tax. The result is TELRIC. 

costs. 
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The TELRIC Calculator@, a model developed by BellSouth, produces long run 
incremental cost studies. The model was designed to accept variable inputs that 
are applied-according to a user-controlled matrix. The TELRIC Calculator@ was 
used to produce the TELRIC studies included in this filing. 
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1. TELRIC Calculator@ 

The TELRIC CalculatorO consists of three Microsoft Excel templates. The 
templates consist of twenty-one sheets each, eight for receiving input data and 
thirteen for calculations. All templates perform calculations in exactly the same 
manner and differ only in the number of decimal places displayed. It should be 
noted that no rounding is done in any of the sheets. 

The TELRIC Calculator@ User Interface takes information from the default data 
sources or from the user-modified sources and inputs them into the appropriate 
template depending on the cost element selected. Investments are entered by 
Field Reporting Code (FRC), Sub Field Reporting Code (Sub-FRC), and cost 
element number into the sheet called “Investments”. The sub-FRC is used by 
the TELRIC CalculatorO to determine the appropriate application of factors and 
loadings, which are applied based on a matrix contained in “Factor Matrix”. 

- Factors and loadings are placed by FRC on the sheet labeled “Factors”. 
Recurring and nonrecurring work times are placed by function and Job Function 

- -  - 
Code (JFC) or Payband into the sheets labeled “Recurring Labor” and 
“Nonrecurring Labor”, respectively. Other recurring and nonrecurring expenses 
are entered by description into the sheet called “Additives”. Lastly, direct labor 
rates are placed by JFC or Payband into the sheet called “Labor Rates”. 

E 

The inputs then flow automatically through the “calculator” portions of the 
template. These sheets are labeled TELRIC Recurring Summary, INVEST-VS, 

TELRIC NRC Summary A, NR-NR, TELRIC NRC Summary B, NR-lA, and NR- 
IS. The function and detail of these sheets are outlined in the following narrative. 

INVEST-VI, LBPC-VS, LBPC-VI, FRCTELRIC-VS, FRCTELRIC-VI, RECEXP, 

TELRIC CalculatorO Recurring Worksheets 

Investment Development (Excluding Land, Building, Pole, & Conduit) 
Investment development begins in the worksheets INVEST-VS and INVEST-VI, 
where volume sensitive and volume insensitive investments by FRC and sub- 
FRC flow from the input sheets. The inflation factors, inplant loadings and 
supporting‘equipment and/or power loadings are applied, if applicable. As stated 
previously, the application of these factors/loadings is driven by a matrix 
contained within the template. If the factor/loading is not applicable to the FRC 
and sub-FRC, the investment is multiplied by the default value of one. All 
calculations are detailed above each cell. These investments flow to the Land, 
Building, Pole, & Conduit Development sheet and to the Recurring Cost 
Development sheet. 

6 



a 0 
KENTUCKY DOCKET NO 99-218 

SECTION 3 
INPUTS - LOADINGS AND FACTORS 

Land, Building, Pole, & Conduit Investment Development 
Investments from the Investment Development sheets flow into the sheets 
LBPC-VS and LBPC-VI. These worksheets apply land, building, pole, and 
conduit loadings to the investments. Land, building, pole, and conduit 
investments carried from the Investment Development sheets are multiplied by a 
factor of one. If one or all of these factors do not apply to an FRC, excluding 
land, building, pole, and conduit FRCs, the factor defaults to zero. The results 
are then summed and totaled at the top of the sheet and flow to the next sheet. 
All calculations are detailed above each cell. 

Recurring Cost Development 
The investments from the Investment Development and the Land, Building, Pole, 
and Conduit Investment Development sheets are summed to the FRC level and 
flow into the sheets called FRCTELRIC-VS and FRCTELRIC-VI. These sheets 
apply depreciation, cost of money (COM), income tax, plant specific, and ad 
valorem tax factors to the investments. If a factor does not apply, the default is 
zero. These results are then summed to produce direct cost. All calculations 
are detailed above each cell. The shared cost factor is applied to the 
investments to produce shared cost and then added to direct cost to produce 
TELRIC. The user has the option of designating the type of cost produced, e.g. 
whether the final cost is billed on a monthly basis or on a per minute of use 
(MOU) basis. Thus, if the input investments are annual investments, the 
resulting cost outputs are divided by twelve to produce monthly costs. The 
results then flow to the summary sheet. The common cost factor is applied on 
the summary sheet to produce economic cost. 

- - - 
- - 

Recurring Labor Expense Development 
Recurring labor work times flow to the worksheet called RECEXP. The times are 
associated with a work function and a JFC or Payband. The associated direct 
labor rates, and TELRIC labor rates, determined by the JFC or Payband, are 
applied to the work times to produce both the direct expenses and TELRIC 
expenses. These expenses flow to the summary sheet. All calculations are 
detailed above 6ach cell. 

Recurring-Cost Development 
Recurring direct costs from sheets FRCTELRIC-VS and FRCTELRIC-VI, 
recurring direct expenses from sheet RECEXP, and other expenses from the 
input sheet “Additives” flow to the sheet called TELRIC Recurring Summary. All 
costs and expenses are summed to a total cost. This cost is then multiplied by 
Gross Receipts Tax and Common Cost factors to obtain the volume sensitive 
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and volume insensitive recurring costs. These two costs are summed to produce 
economic costs. 

e 
All, some, or none of the previously described recurring cost development sheets 
will be included with a cost element, depending on their applicability. 

TELRIC Calculator@ Nonrecurring Worksheets 

Nonrecurring Cost Development 
Installation and disconnect work times by work function and JFC or Payband flow 
from the input sheet “Nonrecurring Labor” to the three nonrecurring cost 
development sheets called NR-NR, NR-lA, and NR-IS. The three sheets exist 
to accommodate different types of nonrecurring charge structures. The sheet 
NR-NR develops cost for a single nonrecurring charge, the sheet NR-1A 
develops cost for charges which are first and additional, and the sheet NR-IS 
develops cost for charges which are initial and subsequent. Only one of these 
three sheets is populated with actual.work times for a cost element; the other 
sheets receive work time values of zero. The cost development methodology is 
the same for all three sheets. 

- 
- .  - 
- - 

The TELRIC Calculator@ User Interface calculates the disconnect factor and 
places this factor into the “Factors” input sheet which causes it to flow to the 
three nonrecurring cost development sheets. Disconnect factors are used to 
develop the present value of a labor cost that will take place in the future. The 
interface develops this factor by first locating the factor associated with the study 
midpoint date in the working database. The end-point date is then determined 
by adding the cost element life, in months, to the midpoint date. The factor 
associated with this date is then divided by the midpoint factor. If there is no 
cost element life indicated (i.e., value equals zero), the disconnect factor is one. 

To develop the direct cost, the appropriate direct labor rate for the JFC or 
Payband is applied to the installation and disconnect work times for each 
function to produce the install cost and the disconnect cost. The costs then flow 
to the appropriate summary sheet. All calculations are detailed above each cell. 

To develop the TELRIC cost, the appropriate TELRIC labor rate for the JFC or 
Payband is applied to the installation and disconnect work times for each 
function to produce the install TELRIC and the disconnect TELRIC. The steps 
are then the same as those for developing the direct cost. 
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Non recu rri ng Cost Develop men t 
Nonrecurring direct costs from sheets NR-NR, NR-lA, NR-IS, and other 
expenses from the input sheet “Additives” flow to the sheets called “TELRIC 
NRC Summary A” and “TELRIC NRC Summary B”. The first sheet summarizes 
a single nonrecurring cost; the second sheet summarizes first and additional 
costs or initial and subsequent costs. Costs and expenses are summed to a 
total cost. This cost is then multiplied by Gross Receipts Tax and Common Cost 
factors to produce the Nonrecurring economic costs. 

e 

Depending on the structure of the nonrecurring cost, only two of the cost 
development sheets will be included with a cost element. The sheets NR-NR 
and TELRIC NRC Summary A will be included with the single cost structure. 
The sheets NR-1A and TELRIC NRC Summary B will be included with the first 
and additional cost structure. The sheets NR-IS and TELRIC NRC Summary 6 
will be included with the initial and subsequent cost structure. The previously 
described nonrecurring cost development sheets will not be included with a cost 
element for which nonrecurring costs are not applicable. 

- - 
- 

2. Capital Cost Calculator - - 
The Capital Cost Calculator is a Visual Basic model designed by BellSouth. It 
was developed to provide a process that is open, understandable and easily 
verifiable. The calculator output determines annual capital cost factors by FRC. 
The calculator produces depreciation, cost of money and income tax factors 
which are applied to investments to calculate the capital costs. See Section 4, 
Annual Cost Factors, for discussion of depreciation, cost of money and income 
tax factors. 

0 

The Capital Cost Calculator provides the user with the ability to use and modify a 
set of input variables. The input variables are: debt ratio, cost of money, debt 
interest rate, corporate income tax rate, net salvage ratio and economic life of 
assets. The calculator is designed with on-screen instructions and options which 
allow the user to view or modify the input section and view or print the 
calculations. Calculations are automatic when input variables are modified. 
Explanatory notes are included in each column heading and footnotes are 
included atthe bottom of the calculations. 

The overall cost of capital used in these studies is 11.25%. 

The capital structure is: 

Percent equity 
Percent debt 

60.0% 
40.0°/o 
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Cost of debt 6.5% 
Cost of equity 14.41 67% 
Qverall Cost of Money 11.25% 

ILLUSTRATIVE CAPITAL COST CALCULATIONS: 
The following is an illustrative calculation of capital costs, the inputs, and 
resulting capital cost factors: 

CAPITAL COST ILLUSTRATIVE CALCULATION - UNDERGROUND CABLE 
METALLIC 5C 

Inputs: 
r = Debt Ratio = .40 
id = Debt Interest Rate = .0650 
t = Composite Income Taxes = .3872 
Economic Life = 12 Years 

i = Composite Cost of Money = .1125 
n = Periods = 12 
Net Salvage = -.08 

- 
- -  

1 ) Calculate Annuity of a Present Amount (NP): - 

A/P = .1558662) Calculate Present Worth of Net Salvage (S,,): 

3) Calculate PHI factor: 

10 
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CD = .485825 

4) Calculate Depreciation Expense Factor: 

Depreciation Expense Factor = (1 - Net Salvage)/Economic Life 

Depreciation Expense Factor = (1 - (-.08))/12 

Depreciation Expense Factor = .090000 

5) Calculate Cost of Money Factor: 
- 
- .  - Cost of Money Factor=Annuity of a Present Amount X (1- Spw) - Depreciation 

Exp Factor - Cost of Money Factor = .155866 X (1 - ( -.022258)) - .090000 - 

Cost of Money Factor = .069335 

6) Calculate Income Tax Factor: 

Income Tax Factor = Cost of Money Factor X PHI Factor 

Income Tax Factor = .069335 X .485825 

Income Tax Factor = .033685 

7) Summary of Capital Cost Factors: 

Depreciation Expense Factor 
Cost of Mon6y Factor 
Income Tax Factor 
Total Capital Cost Factors 

.090000 

.069335 
,033685 
.193020 
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3. Shared and Common Cost Model 

Process Oyerview 
In order to develop factors that reflect a distribution of a) shared costs to distinct 
network elements or facilities and b) common costs which span the activities of 
the business, BellSouth designed a process, in compliance with FCC 
pronouncements, that employed cost assignments based on the Cost Separation 
System (CSS) methodology. This methodology permitted the utilization of the 
cost attribution principles underlying the Cost Allocation Manual (CAM) approved 
by the FCC. These principles provide a structural “cost causative” basis for 
assigning costs to network related plant or to non-network related groupings 
(Common, Non-Recurring Costs, Retail, etc.). 

Base Period Data 
In order to gather base period cost profile data, regulated 1995 expenses and 
mid-year 19% investment amounts were extracted from CSS. In addition, the - 
related salary and wage amounts were retrieved from files maintained by CSS 
for use in the apportionment processes. The data was retrieved by Account, 
Field Reporting Code/Subsidiary Record Category (FRCISRC), Cost Pool, Cost 
Sub-pool, Expense Matrix Indicator (EMI), and Account Type as appropriate. 

- - 
+ - 

Planning Period Data 
Factors were applied to the base period data at a cost pookub-pool level to 
develop average annual costs for the 1997-1999 period. As a first step in this 
part of the process, the 1995 expenses and salary and wage amounts were 
multiplied by the 1997-1 999 Expenselsalary & Wage Development Factors to 
develop the related average annual expenses and salary and wage amounts for 
the 1997-1 999 period. Next, mid-year 1995 investment amounts were multiplied 
by the 1997-1 999 Investment Development Factors to develop the average 
1997-1 999 investment levels. Finally, the 1997-1999 average investment levels 
were converted to average annual capital related costs when the Capital Cost 
and Ad Valorem Factors were applied. 

Cost Attribution Process 
For those accounts where there were direct, cost causative relationships 
between expense accounts and related investment accounts, a reclassification 
process was performed to combine the expenses and capital costs of the related 
accounts. As an example, Account 61 12 Motor Vehicle maintenance expense 
was combined with Account 21 12 Motor Vehicle capital related costs. Most of 
the plant specific expenses have a direct, cost-causative relationship with either 
a general support or network investment account. This occurs on the “Reclass - 
Step One” worksheet of the S8CMOD.XLW workbook. 
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After the above-referenced reclassifications, the remaining expenses and 
support asset costs (Accounts 61XX, 65XX, 66XX, 67XX, 1220, 21XX, and 
26XX) were assigned by applying factors based on the cost attribution principles 
underlying the CAM. Apportionment factors were developed on a cost pool/sub- 
pool basis reflecting salary and wage relationships, investment relationships, or 
expense relationships. This occurs on the “Attribution Factors - Step Two” 
worksheet of the S&CMOD.XLW workbook. 

Following the first iteration of cost assignments, a reclassification of assigned 
costs was made to associate costs which, by their nature, were assignable to 
related accounts or to final non-network related groupings. This reclassification 
was made to facilitate analysis and understanding prior to the next iteration of 
cost assignments. This occurs on the “Reclass - Step Three” worksheet of the 
S&CMOD.XLW workbook. 

During the first iteration of cost assignments, some apportionments were made 
to support type accounts; and therefore, a second iteration of cost assignment 
was required to appropriately distribute support type costs on a cost causative 
basis. The second iteration of cost assignment included computer costs 
(Account 6124) (occurring on the “Reclass - Step Three” worksheet), 
provisioning expenses (Account 651 2) (occurring on the “Attribution Factors - 
Step Four” worksheet), and network operations expenses (Accounts 653X) (also 
on “Attribution Factors - Step Four”). 

- - - 

* . 

$ - 

Shared Factor Development 
After the second iteration of cost assignment, a final reclassification was required 
to associate the remaining costs with either a network related account or with a 
non-network related grouping. The cost assignments that were associated with 
network related accounts were then divided by the related 1997-1 999 investment 
amounts in order to develop the shared factors. Each shared factor was 
subsequently used in the Total Element Long Range Incremental Cost (TELRIC) 
studies to develop the shared cost associated with a specific network related 
investment. - 
Shared labor factors were developed from the costs that were attributed 
exclusively on the basis of salary and wage apportionments. The salary and 
wage based attributed costs were summarized by work force group and divided 
by the total salary and wage amounts for that work force group to develop the 
shared labor factor for the work force group. The shared labor factors were 
subsequently applied to direct labor rates for each work force group to develop a 
TELRIC labor rate. 

13 
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Common Cost Factor Development 
In the steps of the process outlined above, some costs, though common in 
nature, have wholesalehetail attributions that facilitate an assignment to the . 
wholesale or retail category. These costs are sometimes referred to as directly 
assigned common costs. Other common costs, having no reasonable cost 
causation basis, were allocated to the wholesale and retail categories on the 
basis of the relationship between total wholesale costs and total retail costs. 

Total wholesale common costs were developed by summing the directly 
assigned wholesale common costs and the allocated wholesale common costs. 
The common cost factor was developed by dividing the total wholesale common 
costs by the total wholesale costs excluding the common portion. The TELRIC 
cost for each Unbundled Network Element (UNE) was subsequently multiplied by - 

the common cost factor in order to complete the development of a forward - - 

looking economic cost as defined by the FCC. 

. -  
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BELLSOUTH - REGION TELEPHONE PLANT INDEXES 

The BellSouth Region Telephone Plant Indexes (TPls) are used in cost studies 
to estimate the change in the material price and/or installed investment from one 
year to a future year. The TPls are price indexes that measure the relative 
changes in the prices BellSouth pays for the construction of telephone plant 
between specific periods of time. A TPI is an average of prices, or of price 
relatives at specific points or periods of time, constructed for a specific purpose. 
It should also be noted that TPI forecasts are forecasts of price changes of 
equipment that is being installed. They are not intended to be forecasts of 
technology changes or productivity improvements. 

Joel Popkin and Company, as BellSouth consultants, assists BellSouth’s 
Network Department with the development of the TPls. In general, the 
methodology uses econometric techniques to establish a mathematical 
relationship between the historical movement in each of the labor and materials 
components that make up the TPls and the historical movement in the 
explanatory variables. The explanatory variables are usually aggregate 
measures of the U.S. economy, such as price deflators from the national income 
and product accounts, the U.S. union wage rate; copper prices and other 
macroeconomic variables. What these economic techniques provide is a 
systematic, quantifiable statement of what has happened in the past. Use of 
those relationships implicitly makes the assumption that history will more or less 
repeat itself. It is important to re-estimate the relationships as new index values 
are added each year. 

A summary of Labor TPls and TPls by account is included in Appendix A. 

INVESTMENT INFLATION FACTORS . 

Over the life of an investment, inflation causes fluctuations in the forward-looking 
investment amount. The investment amount should be levelized over the time 
period in which the study results will be used (i.e., over the planning period). 
Investment inflation factors by account are used to trend plant investment in 
base year dollars to a levelized amount that is valid for a specific planning period 
of either two or three years as appropriate. The investment inflation factors are 
the cumulative average of the years’ projected inflation rates from the BellSouth 
Region TPls. When the base year investment amount is multiplied by the 
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investment inflation loading, the result is a.fonvard-looking investment that is 
representative for the appropriate planning period. 

0 

A worksheet showing the development of the levelized Investment Inflation 
Factors used in these studies is included in Appendix A. 

INPLANT LOADINGS 

The InPlant Loading adds engineering and installation labor and miscellaneous 
equipment to the material price and/or vendor installed price; that is, the InPlant 
Loading converts the material price to an installed investment. The installed 
investment is the dollar amount that is recorded in the capital accounts. JnPlant 
loadings are account specific and are developed for each of the nine states. 
There are two types of inplant loadings used in these studies: 1) Material 

price and the Telco Loading to the vendor-installed investment. The data 
sources are the 1997 State and Local Sales Taxes and the Resource Tracking 

Loading and 2) Telco Loading. The Material Loading is applied to a material 

Analysis and Planning (RTAP) System. 

- - -  - 
- - 

A summary of the InPlant Loadings used in these studies and worksheets 
showing their development are included in Appendix A. 

SUPPORTING EQUIPMENT AND POWER LOADINGS 

Supporting Equipment and Power Loadings are used to calculate the 
incremental investment associated with such items as power equipment, ladders, 
tools, and test sets required to support an additional dollar of central office (CO) 
investment. When the central-office investment is multiplied by the Supporting 
Equipment and Power Loadings, the result reflects an investment loaded for 
support and power equipment. 

The Supporting fquipment and Power Loadings are developed from investment 
data obtained from a 1997 Central Office Monthly Allocation Process (COMAP) 
extract for power. The COMAP extract identifies two types of supporting 
investment: 1) equipment that supports an entire central office (9CO); and 2) 
equipment that supports only a particular field reporting code (FRC) but supports 
all items of that FRC within that central office (9DO). 9CO equipment includes the 
following: all types of power equipment used to provide current for central office 
equipment; distributing frames that are used to distribute circuits to more than 
one type of COE (typically the first frames that a cable is connected to when it e 
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leaves the cable vault and enters the CO); miscellaneous capitalized equipment 
that cannot be directly associated with COE in a single FRC (Le., ladders and 
some types of aisle lighting); and capitalized tools and test sets that can be used 
for severaltypes of COE (e.g., an oscilloscope can be used to test any COE 
equipment that uses alternating current). 9DO equipment includes the following: 
dedicated distributing frames used to supply circuit connections to only one type 
of COE (e.g., specialized distributing frames used to connect to circuit testing, 
alarm, and conditioning equipment); specialized tools and test sets (i.e., tools 
and test sets that have been specially designed by the manufacturer to perform 
tests on a very narrow range of COE). 

A summary worksheet showing the development of Supporting Equipment and 
Power Loadings is included in Appendix A. 

- 
- .  

LAND AND BUILDING LOADINGS 

Land and Building Loadings are translators used to determine the amount of 
investment in land and building associated with the central office and computer 
investment in each cost’study. When an investment is multiplied by the land and 
building loadings, the result reflects the amount of land and building investment 
associated with the original investment. 

- 
+ - 

The land loading for central office equipment is developed by comparing the 
investments in land that are associated with central office equipment and the 
investments in that central office equipment. A ratio is then developed that 
allows each dollar of central office investment to include a fraction of the land 
investment. The building loading is developed by comparing the investments in 
buildings that house central office equipment for the provision of service and the 
investments in that central office equipment. A ratio is then developed that 
allows each dollar of central office investment to include a fraction of the building 
investment. The Land and Building Loadings for Computer use the same 
methodology. 

The regulated investment dollars used in developing these factors are taken from 
the Investment Over Accumulated Depreciation for June and December, 1997. 
The projected view of 1998 through 2000 received from Network is based on 
plant additions, less retirements, and is added to the 1997 cumulative historical 
year. The investments are averaged to get to midyear (MDY) amounts. Current 
Cost Factors are applied to 1997 MDY only. Averaged projected net additions 
for 1998 through 2000 are added to represent the current forward looking period. 

- 
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The investments for the three years are then summed and divided by three to 
obtain the average investment. 

0 
The 1998 through 2000 land and building average projected investments are 
multiplied by the percent of land and building associated with central office 
equipment, and each is respectively divided by the average total central office 
equipment to derive the loadings. The Land and Building Loadings for 
computers are similarly calculated. 

Worksheets showing the development of Land and Building Loadings used in 
these cost studies are included in Appendix A. 

POLE AND CONDUIT LOADINGS 

Pole and conduit loadings are translators used to determine the amount of 

investment is multiplied by the pole loading, the investment is loaded for the 

- 
- .  investment in poles and conduit that is to be associated with aerial and 

underground cable investment in the cost studies. When the aerial cable 

amount of pole investment associated with aerial cable. When the underground 
cable investment is multiplied by the conduit loading, the investment is loaded for 
the amount of conduit investment associated with underground cable. 

- 
c 

t 

The pole loading is developed by comparing the investment in poles to the 
investment in aerial cable. A ratio is then developed that allows each dollar of 
aerial cable investment to include a fraction of the pole investment. The conduit 
loading is developed by comparing the investment in conduit to the investment in 
underground cable. A ratio is then developed that allows each dollar of 
underground cable investment to include a fraction of the conduit investment. 

The regulated investment dollars used in developing these factors are taken from 
the Investment Over Accumulated Depreciation for June and December, 1997. 
The projected view of 1998 through 2000 received from Network is based on 
plant additions less retirements and is added to the 1997 cumulative historical 
year. The investments are averaged to get to midyear (MDY). Current Cost 
factors are-applied to 1997 MDY only. Averaged projected net additions for 
1998 through 2000 are added to represent the current forward looking period. 
The investments for the three years are then summed and divided by three to 
obtain the average investment. The pole loading is developed by dividing the 
average pole investment by the average aerial cable investment. The conduit 
loading is developed by dividing the average conduit investment by the average 
underground cable investment. 

18 



e 
(RENTUCKY DOCKET NO 99-218 

SECTION 4 
INPUTS - LOADINGS AND FACTORS 

A worksheet showing the Pole and Conduit Loadings development is included in 
Appendix A. - 

ANNUAL COST FACTORS 

GENERAL 

Annual cost factors are translators used to determine the amount of recurring 
cost for one year associated with acquiring and using a particular piece of 
investment. Annual cost factors were developed for each category of plant 
investment (i.e. by FRC). When the dollar amount for an investment at the FRC- 
level is multiplied by the corresponding annual cost factor for that FRC, the 
product reflects the annual recurring cost incurred by the company for that 

capital related costs and operating related costs. 

The initial purchase price of plant equipment and any installation costs are paid 
with a combination of investor-supplied funds and retained earnings. The 
investors who provide the “loan” may be either bondholders or stockholders. 
The plant placed must be able to generate enough revenues to cover capital 
costs associated with its placement and usage. Capital related costs consist of 
three major categories: depreciation, cost of money, and income tax. The capital 
related cost factors are developed using the Capital Cost Calculator that uses 
various financial ’data and plant investment characteristics to compute the annual 
capital costs by category of plant. 

investment. There are basically two types of cost associated with investment: - - -  
- 
r - 

Plant investments must also be maintained to provide for continuing operations. 
Ordinary repairs and maintenance, as well as rearrangements and changes, are 
necessary costs for all categories of plant (except land) in order to provide 
proper service. These maintenance costs, as well as ad valorem taxes and 
other taxes must be covered by the revenues received from the use of the asset. 
The operating related cost factors are developed using various spreadsheets, 
which basically compute the annual operating related costs by category of plant, 
and divide that amount by the investment in that category of plant. 

CAPITAL RELATED COSTS 

DEPRECIATION - the allocation of the initial plant investment over the number 
of years of service provided by the plant. Depreciation is determined by the total 
investment, less net salvage, divided by the estimated life of the investment. 
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COST OF MONEY - the annual cost to the firm of the debt and equity on capital 
invested in the business. This annual cost is determined in the financial market 
as it represents the investors’ expected return on their investment. The cost of 
money utilized in these studies is 11.25%. 

INCOME TAX - the composite of income taxes paid to the Federal and Kentucky 
State governments based on the taxable net income of the company. 

OPERATING RELATED COSTS 

PLANT SPECIFIC EXPENSE - the expense required to keep existing telephone 
plant, circuits, and service up to standards, as well as rents paid for facilities. 
This includes trouble clearing, rearrangements, and replacing defective 

- 
- -  
I 

- elements. - 

AD VALOREM AND OTHER TAX - tax levied by city and county governments 
based on the assessed value of property. This includes property taxes, capital 
stock taxes, and other taxes. 

* . 

FACTOR DEVELOPMENT - CAPITAL COST 

Depreciation is the allocation of the initial plant investment over the years of 
service provided by the plant. The straight-line method requires that the 
difference between gross investment and net salvage be spread ratably over the 
life of the plant. The straight-line depreciation expense rate is calculated as 
follows: 

Initial Investment - (Gross Salvage - Cost of Removal) 
Life of Investment 

Cost of money is the amount of money that must be paid to investors for the use 
of investor supplied funds. This amount to be paid investors is the annual cost to 
the company of the debt and equity capital invested in the company. Cost of 
money is determined in part by the financial market and, as it represents the 
investors’ expected return on their investment, and may differ considerably from 
the actual earnings a company generates. The overall cost of money rate 

. -  
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provided by BellSouth Treasury depends on the cost of equity financing, the cost 
of debt financing, and the debt to equity ratio of the capital structure of the 
company. _The overall cost of money used in this study is 11.25%. 

e 
Income tax expense reflects the federal and Kentucky state taxes levied on 
“taxable income.’’ For income tax purposes, gross income and deductible 
expe.nses are defined by laws and codes. The income tax factor is developed 
using the PHI factor. The PHI factor assumes that tax depreciation equals book 
depreciation (i.e., no depreciation-related tax timing differences), but dividends 
paid to stockholders are not tax deductions (nor are they accounting expenses). 
Interest paid to bondholders is a booked expense and deductible for income tax 
purposes. A company must pay income taxes on the equity portion of return, but 
the debt portion is tax-exempt. The PHI factor is calculated as follows: 

- .- 
Capital Cost Calculator Model calculations are included in Appendix A. 

FACTOR DEVELOPMENT - OPERATING RELATED 

PLANT SPECIFIC EXPENSE 
The plant specific expense factor, which includes the cost of material used and 
direct labor, is a ratio developed to reflect the expenses for plant category by the 
respective investment. The factor also includes maintenance-type expenses for 
existing plant that cannot be directly assigned to a given plant category, such as 
transmission power, when applicable. Certain amounts have been excluded 
from the appropriate categories of plant, specifically: subsequent Rig ht-To-Use 
(RTU) fees and service order activity-related expense. These costs are 
excluded because: 1) they should be separately identified for each service, or 2) 
they should be ihcluded in nonrecurring cost studies. The maintenance 
expenses used in calculating the Plant Specific Expense Factors include those 
associated-with the following types of operations: 

(a) Inspecting and reporting on the condition of plant investment to determine 
the need for repairs, replacements, rearrangements and changes 

(b) Performing routine work to prevent trouble 
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Replacing items of plant other than retirement units 

Rearranging and changing the location of plant not retired 

Repairing material for reuse 

Restoring the condition of plant damaged by storms, floods, fire and other 
casualties (other than the cost of replacing retirement units) 

Inspecting after repairs have been made 

Only salaries, wages and expense associated with plant craft and work 
reporting engineers, as well as their immediate supervision and office 
support. 

The plant specific expense factors are developed in personal computer 
spreadsheets. The factors are based on three years of projected expense and 
investment data. The 1997 expenses used in the study were pulled from the 
Cost Separations System (CSS). Rent expense is excluded from building 
expense; net rent (rent revenue less rent expense) is included in pole and 
conduit expenses. Projected view data was obtained from the Finance Budget 
Group for the expenses for 1998 through 2000 and spread based on actual 
expenses. Right-To-Use and service order-related expenses were excluded 
from the study because such expenses are recovered in a direct manner rather 
than through the use of a factor. The 1998 through 2000 projected expense 
amounts are averaged to represent the projected annual expense. 

The investment dollars are 1997 actuals and projected 1998 through 2000 from 
Network. The 1997 dollars were taken from the Investment Over Accumulated 
Depreciation Report for mid-year and end-of-year and adjusted by applying a 
current cost to book cost ratio. The projected investments are based on plant 
additions less retirements. The projected net additions for each year are added 
to 1997 adjusted investment to determine the total projected investment. The 
projected investments for 1998 - 2000 are then summed and divided by three to 
obtain the average annual investment. Expenses are then divided by the 
investments; resulting in the unloaded plant specific expense factors. Power 
expense loadings are then added to the factors for central office equipment 
investment. These plant specific expense factor calculations result in a factor for 
each category of plant representative of the average expense per investment 
expected in the future for each plant category. 

22 



e 
%NTUCKY DOCKET NO 99-218 

SECTION 4 
INPUTS - LOADINGS AND FACTORS 

Worksheets showing the development of the Plant Specific Expense Factors 
used in these studies are included in Appendix A. 

AD VALOREM AND OTHER TAXES 

The ad valorem and other tax factor is an effective tax factor furnished by the 
BellSouth Tax Department. The BellSouth Tax Department develops the factor 
by calculating the ratio of certain tax expense to the telephone plant in service, 
as follows: 

Accounts 7240.1 000 + 7240.3000 + 7240.9000 
Telephone Plant In Service 

Account 7240.1000 includes taxes levied upon the assessed value of property. - 
- .  

Account 7240.3000 includes taxes levied upon the value or number of shares of 
outstanding capital stock, upon invested capital, upon rate of dividends paid, etc. 

- 
g - 

Account 7240.9000 includes other non-income, non-revenue taxes such as 
municipal license taxes, state privilege taxes, state self-insurer’s tax, etc. 

GROSS RECEIPTS TAX FACTOR 

Some states and municipalities tax the revenues that a company receives from 
services provided within the state/municipality. The taxes may be designed to 
fund such things as PSC fees, franchise taxes, license taxes, or other similar 
items, but because the taxes are levied on the basis of revenues, they are 
commonly referred to as a gross receipts tax. Unlike some taxes that are billed 
to the customer and flowed through to the taxing authority, a gross receipts tax is 
a cost of doing business to BellSouth. 

The BellSouth Tax Department provides the effective tax rate at which BellSouth 
is charged by the taxing authority and that rate is “grossed up” to reflect the 
following formula: 

- 

GROSS RECEIPTS TAX RATE 
(1 - GROSS RECEIPTS TAX RATE) 

23 
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A summary of ad valorem and other tax and gross receipts tax factors used in 
these studies is included in Appendix A. 

LABOR RATES 

Labor rates for specific work groups are developed annually based on extracts of 
previous year’s data from the-Financial Processor. This extract collects labor 
expense and hours and a PC application processes the information to produce 
labor rates. During processing, the actual costs for a given work group are 
accumulated by expenditure type (e.g., direct labor productive, premium, other 
employee, etc.). These actual costs are divided by the actual hours (classified 
productive hours for plant and engineering work groups and total productive 
hours for cost groups) reported by work group to determine the basic rates. A 
factor from the BellSouth Region TPls is applied to inflate these rates to the 
study period 1998 - 2000. 

LABOR RATE COMPONENTS: 
The following are various cost components that make up labor rates: 

DIRECT SALARIES AND WAGES 

1. 

2. 

3. 

Direct Labor - Productive (EXPENDITURE TYPE CODE (EXTC) KP1 
Identifies the cost of the actual straight time wages paid to occupational work 
reporting employees during the month for regularly scheduled time and 
overtime spent performing productive work. Also includes the costs of 
salaries paid to management employees when performing productive work. 
Classified and unclassified productive hours are used as the basis for Direct 
Labor Costs. 

Direct Labor - Premium (EXTC KP2) 
Identifies the cost of the actual wages paid to occupational work reporting 
employees auring the month for premium hours. 

. -  
Direct Labor - Other Employee (EXTC KP3) 
Identifies the cost of the actual wages and salaries paid to occupational work 
reporting employees during the month for allowances and special 
differentials, merit awards, wage adjustments, team incentive awards, pay in 
lieu of vacation, etc. 
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4. 

5. 

6. 

7. 

Direct Labor - Annualized Holidays, Vacations and Excused Days (EXTC 
KP5) 
IdentifEs the cost of a monthly prorata share of payments to be made over 
the year to occupational work reporting employees for accrued costs of 
holidays, vacations, and excused days. 

Direct Administration (EXTC KP6) 
Identifies the costs of salaries paid during the month to the first level of 
supervision responsible for supervising occupational work reporting 
employees, and salaries and wages paid to employees and immediate 
supervisors who perform basic office services for occupational work 
reporting employees. Also included are the wages paid to occupational work 
reporting employees loaned to perform supervisory or clerical functions. 

Plant Other Work Equipment - Salaries and Wages (EXTC CQR) 
- Identifies the salary and wage portion of the costs associated with other 

work equipment used by Facilities and Network Services employees (4XXO- 
9). 

- -  
* 

- - 
Plant Motor Vehicle - Salary and Wage Distribution (EXTC CQM) 
Identifies the salary and wage portion of the, plant motor vehicle expenses 
for construction, removal or plant specific operations expense accounts 
based on the classified productive hours of the labor groups using the motor 
ve hicles. 

OTHER DIRECT 

1. 

2. 

3. 

Direct Labor - Other Costs (EXTC KP4) 
Identifies the costs incurred during the month for office, traveling and other 
costs of Facilities and Network Services employees whose wage and salary 
costs are direct labor or direct administration. 

Direct Other Costs - Bellcore Billing (EXTC KP8) 
Identifies the costs incurred during the month for Bellcore billing costs of 
Facilities and Network Services employees whose wage and salary costs 
are direct labor or direct administration. 

Plant Other Work EauiDment - Benefits (EXTC CQS) 
Identifies the benefit costs associated with other work equipment used by 
Facilities and Network Services employees (4XXO-9). 
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Plant Other Work Equipment - Rents (EXTC CQK) 
Identifies the rent costs associated with other work equipment used by 
Facilities and Network Services employees (4XXO-9). 

Plant Other Work Equipment - Other Expenses (EXTC CQL) 
Identifies the other expense costs associated with other work equipment 
used by Facilities and Network Services employees (4XXO-9). 

Plant Motor Vehicle - Benefit Distribution (EXTC CQN) 
Identifies the benefit portion of the plant motor vehicle expenses for 
construction, removal or plant specific operations expense accounts based 
on the classified productive hours of the labor groups using the motor 
vehicles. 

Plant Motor Vehicle - Rent Distribution (EXTC CQP) 
Identifies the rent portion of the plant motor vehicle expenses for 
construction, removal or plant specific operation expense accounts based on 
the classified productive hours of the labor groups using the motor vehicle. 

Plant Motor Vehicle - Other Costs Distribution (EXTC CQQ) 
Identifies the other cost portion of the plant motor vehicle expenses for 
construction, removal or plant specific operations expense accounts based 
on the classified productive hours of the labor groups using the motor 
vehicle. 

- - - 
- - 

Benefits (EXTC KPL) 
Identifies the costs of the payroll-related benefits and taxes for active 
Facilities and Network Services employees. These costs include pension 
accruals; company matching portion of savings plan; dental, medical, and 
group insurance plan reimbursements; and company portion of social 
security and unemployment payroll taxes. 

TOTAL PRODUCTIVE HOURS 

1. Classified Productive Hours 
Hours of work reporting employees which are reported to final accounting 
classifications. 

2. Unclassified Productive Hours 
The working hours of plant work reporters devoted to activities of such a 
general nature as to not be assignable to specific accounting classifications. 
Unclassified activities include: attending conferences or meetings (including 
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travel time) which are general in nature; attending first aid classes or safety 
meetings; paid time spent on union activities; paid time spent on quality of 
work lice activities; time spent in a classroom (including travel time) for 
general or job specific training; and other unclassified activities such as 
attending assessment centers. This time will be work reported to special 
purpose function codes (SPFCs). 

Labor Rate worksheets are included in Appendix A. 

SHARED AND COMMON COST ALLOCATION FACTORS 

See the discussion of the Shared and Common Model in Section 3. 
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INTRODUCTION 

This sectio? contains a description of cost elements and an ovewiew of the study 
process Additionally, inputs and work papers for each cost element are provided. 

The study included in this filing is based on a three-(3) year study period (1998 - 
2000). All long run costs associated with providing the network capabilities are 
identified and included in the cost studies. 

The following page contains a list of the unbundled network cost elements 
provided in this filing package. Each cost element is represented by a cost 
element number. This designation is referenced throughout the studies. 

Following the element list is a narrative describing the elements, study 
technique, and specific study assumptions. After the narrative are the TELRIC 
Calculator@ outputs. Following the TELRIC Calculator@ outputs, are Microsoft - 

Excel spreadsheets containing the inputs and associated work papers. - -  - 
- - 

. -  
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Kentucky TELRIC Summary 

A.0 UNBUNDLED LOCAL LOOP 

N.0 
N.l 
N . l . l  
N.1.2 
N.1.3 
N.1.4 
N.1.5 
N.1.6 
N.1.7 
N.1.8 
N.1.9 
N.l.10 
N.1.11 
N.1.12 
N.1.13 
N.1.14 
N.1.15 
N.1.16 
N.1.17 
N.1.18 
N.1.19 
N. 1.20 
N.1.21 
N. 1.22 

Filename 

UNBUNDLED PACKET SWITCHING 
UNBUNDLED PACKET SWITCHING FRAME RELAY 
UPS - UNVNNI FRS 56 KBPS 
UPS - UNVNNI FRS 64 KBPS 
UPS - UNVNNI FRS 1.536 MBPS 
UPS - UNI/NNI FRS 44.210 MBPS 
UPS - UNVNNI FRS - DLCl Additional 
UPS - UNllNNl FRS CIR - 0 BPS 
UPS - UNI/NNI FRS CIR - 1 - 32 KBPS 
UPS - UNVNNI FRS CIR - 32 - 56 KBPS 

kyfrsune .xls 
kyfrsune.xls 
kyfrsune.xls 
k yfrs u ne. xl s 
k yfrs u ne. xl s 
kyfrsune .xls 
kyfrsune.xls 
kyfrs une .xls 
kyfrsune.xls - 
kyfrs u ne. xl s 
kyfrs u ne. xl s 
kyfrs u ne. xls 
kyfrsune . xls 
kyfrsune.xls 
kyfrs une .xIs 
k yfrs u n e. xl s 
k yfrs u ne. xl s 
kyfrsune.xls 
kyfrsune . xls 
kyfrs u ne. xl s 
kyfrs u ne .xls 
kyfrsune.xls 

- -  UPS - UNVNNI FRS CIR - 56 - 64 KBPS 
UPS - UNI/NNI FRS CIR - 64 - 128 KBPS - UPS - UNVNNI FRS CIR - 128 - 256 KBPS 
UPS - UNVNNI FRS CIR - 256 - 384 KBPS 
UPS - UNVNNI FRS CIR - 384 - 512 KBPS 
UPS - UNVNNI FRS CIR - 512 - 768 KBPS 
UPS - UNI/NNI FRS CIR - 768 - 1.536 MBPS 
UPS - UNVNNI FRS CIR - 1.536 - 4 MBPS 
UPS - UNVNNI FRS CIR - 4 - 10 MBPS 
UPS - UNI/NNI FRS CIR - 10 - 16 MBPS 
UPS - UNVNNI FRS CIR - 16 - 34 MBPS 
UPS - UNVNNI FRS CIR - 34 - 44.210 MBPS 
UPS - UNI/NNI FRS CIR - Feature Change 
UPS - UNI/NNI FRS CIR - Transfer of Service 

- - 
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N.0 
N.l 
N.l .I 
N.1.2 
N.1.3 
N.1.4 
N.1.5 
N.1.6 
N.1.7 
N.1.8 
N.1.9 
N.1 . I O  
N.l .I1 
N.l . I2  
N.l . I3  
N.l . I 4  
N.1 . I5 

, N.1.16 
N.1.17 
N.1 . I8  

. N.I.19 
N.1.20 
N.1.21 
N.1.22 

UNBUNDLED PACKET SWITCHING 
UNBUNDLED PACKET SWITCHING FRAME RELAY 
UPS - UNllNNl FRS 56 KBPS 
UPS - UNllNNl FRS 64 KBPS 
UPS - UNllNNl FRS 1.536 MBPS 
UPS - UNIlNNI FRS 44.210 MBPS 
UPS - UNllNNl FRS - DLCl ADDITIONAL 
UPS - UNI/NNI FRS CIR - 0 BPS 
UPS - UNIlNNI FRS CIR - 1-32 KBPS 
UPS - UNI/NNI FRS CIR - 32-56 KBPS 
UPS - UNllNNl FRS CIR - 56-64 KBPS 
UPS - UNUNNI FRS CIR - 64-128 KBPS 
UPS - UNllNNl FRS CIR - 128-256 KBPS 
UPS - UNllNNl FRS CIR - 256-384 KBPS 
UPS - UNllNNl FRS CIR - 384-512 KBPS 
UPS - UNllNNl FRS CIR - 512-768 KBPS 
UPS - UNI/NNI FRS CIR - 768-1.536 MBPS 
UPS - UNllNNl FRS CIR - 1.5364 MBPS 
UPS - UNllNNl FRS CIR-4-10 MBPS 
UPS - UNI/NNI FRS CIR - 10-16 MBPS 
UPS - UNI/NNI FRS CIR - 16-34 MBPS 
UPS - UNllNNl FRS CIR -3444.210 MBPS 
UPS - UNI/NNI FRS - FEATURE CHANGE 
UPS - UNllNNl FRS - TRANSFER OF SERVICE 

Element DescriDtion 

In general, Frame Relay is a connection-oriented packet mode technology based 
on X.25 standards. With Frame Relay, data is taken from the end-device 
terminal, packaged into variable length frames, and transported through the 
network on predefined logical channels. Frame Relay currently offers one 
version, Permarient Virtual Circuits (PVC) that allows the user to set-up a series 
of point-to-point virtual circuits through the network. 

One of the basic components of Unbundled Packet Switching for Frame Relay is 
the user network interface, or port, that provides the end user (the ALEC) 
connection to the Fast Packet switched network. These ports are available at line 
rates of 56Kbps, 64Kbkps, 1.536Mbpsl and 44.210Mbps. Elements N. l . l  
through N.1.4 correspond to these various port speeds. 

. -  
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Data Link Connection Identifier (DLCI) (element number N.1.5) provides an 
address by which Frame Relay data links can be identified and mapped together 
to provide an end-to-end permanent virtual circuit. 

Committed Information Rate (CIR) is a feature that allows the ALEC to select a 
sustained throughput under normal conditions. CIR is offered at various rates as 
reflected in elements N.1.6 through N.1.20. 

A Feature Change Charge (element N.1.21) applies whenever a change is made 
(at the ALEC’s request) to a single optional feature within a single network 
configuration on a single switch. 

Service may be transferred to a new customer at the same location upon prior 
written concurrence by the new customer. This does not constitute a disconnect 
of service or a discontinuance of an existing arrangement. (Element N.1.22) 

Microsoft Excel spreadsheets were used to develop the UNE material prices 
and/or investments for these UNEs. To develop recurring costs, each element 
was analyzed to determine the required components, the utilization levels, and 
the appropriate quantities. These items were used to develop the utilized unit 
material prices. To develop nonrecurring costs, network personnel familiar with 
the provisioning of the elements, provided time estimates by job function code. 

r - 

Specific Study Assumptions 

0 Costs of the card are allocated between the port and the CIR (80%/20%). 

0 The right-to-use fees (RTU) are developed on a per port basis and are 
amortized over five years. 

3 1  
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Kentucky TELRJC Summary 

A.0 UNBUNDLED LOCAL LOOP 
Filename 

N.0 UNBUNDLED PACKET SWITCHING 
N.l UNBUNDLED PACKET SWITCHING FRAME RELAY 
N. l . l  
N.1.2 
N.1.3 
N.1.4 
N.1.5 
N.1.6 
N.1.7 
N.1.8 
N.1.9 
N.l.10 
N.1.11 
N.1.12 
N.1.13 
N.1.14 
N.1.15 
N.1.16 
N.1.17 
N.1.18 
N.1.19 
N.1.20 
N.1.21 
N.1.22 

UPS - UNVNNI FRS 56 KBPS 
UPS - UNI/NNI FRS 
UPS - UNVNNI FRS 1.536 MBPS 
UPS - UNVNNI FRS 44.210 MBPS 

64 KBPS 

UPS - UNVNNI FRS - DLCl Additional 
UPS - UNVNNI FRS CIR - 0 BPS 
UPS - UNVNNI FRS CIR - 1 - 32 KBPS 
UPS - UNI/NNI FRS CIR - 32 - 56 KBPS 
UPS - UNVNNI FRS CIR - 56 - 64 KBPS 
UPS - UNI/NNI FRS CIR - 64 - 128 KBPS 
UPS - UNVNNI FRS CIR - 128 - 256 KBPS 
UPS - UNVNNI FRS CIR - 256 - 384 KBPS 
UPS - UNllNNl FRS CIR - 384 - 512 KBPS 
UPS - UNVNNI FRS CIR - 512 - 768 KBPS 
UPS - UNI/NNI FRS CIR - 768 - 1.536 MBPS 
UPS - UNI/NNI FRS CIR - 1.536 - 4 MBPS 
UPS - UNVNNI FRS CIR - 4 - 10 MBPS 
UPS - UNVNNI FRS CIR - 10 - 16 MBPS 
UPS - UNI/NNI FRS CIR - 16 - 34 MBPS 
UPS - UNVNNI FRS CIR - 34 - 44.210 MBPS 
UPS - UNVNNI FRS CIR - Feature Change 
UPS - UNI/NNI FRS CIR - Transfer of Service 

kyfrsune.xls 
kyfrs u ne. xl s 
kyfrsune.xls 
kyfrsune.xls 
k yfrs u ne. xl s 
k yfrs u n e. xl s 
kyfrsune.xls 
kyfrsune.xls 

kyfrsune.xls 
kyfrs u ne.xls 
k yfrs u ne. xl s 
kyfrsune.xls 
k yfrs u ne. xl s 
k yfrs u ne. xl s 
kyfrsune.xls 
kyfrsune .xls 
k yfrs u n e. x Is 
kyfrsune . xls 
kyfrs une . xls 
k yfrs u ne. xl s 
kyfrs u n e. xl s 

k yfrs u ne. xls - - -  - 
- - 
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KENTUCKY DOCKET NO 99-218 

SECTION 5 
UNBUNDLED NETWORK ELEMENT (UNE) STUDIES 

UNBUNDLED PACKET SWITCHING 
UNBUNDLED PACKET SWITCHING FRAME RELAY 
UPS - UNllNNl FRS 56 KBPS 
UPS - UNIlNNI FRS 64 KBPS 
UPS - UNllNNl FRS 1.536 MBPS 
UPS - UNllNNl FRS 44.210 MBPS 
UPS - UNIlNNI FRS - DLCl ADDITIONAL 
UPS - UNllNNl FRS CIR - 0 BPS 
UPS - UNI/NNI FRS CIR - 1-32 KBPS 
UPS - UNIlNNI FRS CIR - 32-56 KBPS 
UPS - UNIlNNI FRS CIR- 56-64 KBPS 
UPS - UNllNNl FRS CIR - 64-128 KBPS 
UPS - UNIlNNI FRS CIR - 128-256 KBPS 
UPS - UNIlNNI FRS CIR - 256-384 KBPS 
UPS - UNIlNNI FRS CIR - 384-512 KBPS 
UPS - UNllNNl FRS CIR - 512-768 KBPS 
UPS - UNIlNNI FRS CIR - 768-1.536 MBPS 
UPS - UNllNNl FRS CIR - 1.536-4 MBPS 
UPS - UNllNNl FRS CIR - 4-10 MBPS 
UPS - UNIlNNI FRS CIR - 10-16 MBPS 
UPS - UNllNNl FRS CIR - 16-34 MBPS 
UPS - UNllNNl FRS CIR -344.210 MBPS 
UPS - UNIlNNI FRS - FEATURE CHANGE 
UPS - UNllNNl FRS - TRANSFER OF SERVICE 

Element Description 

In general, Frame Relay is a connection-oriented packet mode technology based 
on X.25 standards. With Frame Relay, data is taken from the end-device 
terminal, packaged into variable length frames, and transported through the 
network on predefined logical channels. Frame Relay currently offers one 
version, Permarient Virtual Circuits (PVC) that allows the user to set-up a series 
of point-to-point virtual circuits through the network. 

One of the basic components of Unbundled Packet Switching for Frame Relay is 
the user network interface, or port, that provides the end user (the ALEC) 
connection to the Fast Packet switched network. These ports are available at line 
rates of 56Kbps, 64Kbkps, 1.536Mbps, and 44.210Mbps. Elements N.l. l 
through N.1.4 correspond to these various port speeds. 

. -  
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SECTION 5 
UNBUNDLED NETWORK ELEMENT (UNE) STUDIES 

Data Link Connection Identifier (DLCI) (element number N.1.5) provides an 
address by which Frame Relay data links can be identified and mapped together 
to provide a_n end-to-end permanent virtual circuit. 

Committed Information Rate (CIR) is a feature that allows the ALEC to select a 
sustained throughput under normal conditions. CIR is offered at various rates as 
reflected in elements N.1.6 through N.1.20. 

3 

A Feature Change Charge (element N.1.21) applies whenever a change is made 
(at the ALEC’s request) to a single optional feature within a single network 
configuration on a single switch. 

Service may be transferred to a new customer at the same location upon prior 
written concurrence by the new customer. This does not constitute a disconnect 
of service or a discontinuance of an existing arrangement. (Element N.1.22) 

Study Technique 
- 
- .  - 

Microsoft Excel spreadsheets were used to develop the UNE material prices 
and/or investments for these UNEs. To develop recurring costs, each element 
was analyzed to determine the required components, the utilization levels, and 
the appropriate quantities. These items were used to develop the utilized unit 
material prices. To develop nonrecurring costs, network personnel familiar with 
the provisioning of the elements, provided time estimates by job function code. 

- 

Specific Study Assumptions 

0 Costs of the card are allocated between the port and the CIR (80%/20%). 

The right-to-use fees (RTU) are developed on a per port basis and are 
amortized over five years. 

31 
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I TELRIC INPUT FORM - RECURRING EXPENSES DATA 
_. 

I 

Recurring Recurring ' 
Recurring Volume Volume ' 

cost Expense Description Sensitive Insensitive I 

State Element # ~ (Limited to 25 characters) 6 Amount $ Amount 
KY N.l.l Software Cost per Port per Month $1.265 I - 
KY N.1.2 Software Cost per Port per Month $1.265' 
KY N.l 3 Software Cost per Port per Month $1.2651 
KY N.1.4 Software Cost per Port per Month $1.2651 ___- - 

END 

- 
- .  

I - 
I--.------- - - 

Instructions: 
1. Use this worksheet to record recurring non-labor expenses to be input into the 

2. All amounts shown are per unit (e.g., per call, per loop, per MOU). 
3. Input data, by Cost Element, leaving no blank lines. On next row 

' 
4. All data on this form should be cell-referenced to study workpapen. 
5. Do NOT change columns, headings, sheet name. 

TELRIC calculations. 

l 

after last line of data, type END in Cost Element Column. 
I 

I Maximum 10 entries per Cost Element # __ 

1011 4199 

000130 
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I TELRIC INPUT FORM - MATERIAUINVESTMENT DATA I 
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A I  B 1 C I D I E  
UNBUNDLED PACKET SWITCHING FRAME RELAY State KY 

Workpaper 210 
Page 1 o f2  Summary of Cost Elements by FRC and Sub FRC 

000135 

4 i 

6 - Descnphon Source V& Element?# 

8 2 FRC377C 
9 3 - Sub FRC 10 WP22OLn86+WPBlOLn47 $192757 N 1  1 

- Sub FRC 09 WP220 Lnl2+WP310 Ln41 $24992 N 1 1  10 4 
11 5 - Sub FRC 08 WP220Ln25+38+50+77+W310Ln42+43+44+46 I $109965 N 1  1 
12 6 - Sub FRC 07 WP220 Ln62+Ln99+WP310 Ln45+48 $4938 N 1 1  
13 7 FRC 357C 

- Sub FRC 03 WP220 Lnl10+127+WP310 Ln32+Ln49 $853231 N 1 1  14 8 
- Sub FRC 15 WP220 Lnll8+WP310 Ln35 $81 703 N.l 1 15 9 
- Sub FRC 06 WP220Ln137+WP310Ln33 $34410 N 1  1 16 10 

$88624 N 1 1  17 11 - Sub FRC 09 WP220 Ln147+WP310 Ln34 
WP310 Ln 37 $0838 N 1 1  18 12 FRC 822C Sub FRC 00 
WP310 Ln 38 $0235 N 1 1  19 13 FRC 845C Sub FRC 00 
WP310 Ln 39 $0733 N 1 1  20 14 FRC 85C Sub FRC 00 

21 15 

23 17 FRC377C 
24 18 - Sub FRC 10 WP230Ln86+WP310Ln47 $192757 N-4 2 

WP230 Ln12+WP310 Ln41 $24992 N l  2 
WP230 Ln25+38+50+77+WP310 Ln42+43+44+46 $109965 N 12 

$4938 N 1 2  

- Sub FRC 03 WP230 Ln110+127+WP310Ln32+Ln49 $85323 N 1 2  
WP230Ln118+WP310Ln35 $81 703 N 1 2  

- Sub FRC 06 WP230Ln137+WP310Ln33 $34410 N 1 2  
WP230 Ln147+WP310 Ln34 $88624 N 1 2  

$0838 N 1 2  
WP310 Ln 38 $0235 N 1 2  

5 cost 

7 1 UPS - UNRNNl FRS 56 KBPS 1 

22 16 UPS - UNllNNl FRS 64 KBPS 

25 19 - Sub FRC 09 
26 20 - Sub FRC 08 
27 21 - Sub FRC 07 WP230 Ln62+Ln99+WP310 Ln45+48 
28 22 FRC357C 
29 23 

31 25 

33 27 FRC 822C Sub FRC 00 WP310 Ln 37 
34 28 FRC 84% Sub FRC 00 

36 30 

38 32 FRC377C 
$1,609 860 N 1 3 39 33 -Sub FRC 10 WP240Ln85+W310Ln47 

$167695 N 1  3 40 34 - Sub FRC 09 WP240 Lnll+WP310 Ln41 
41 35 - Sub FRC 08 WP240 Ln23+35+47+75+WP310 Ln42+43+44+46 $737 859 N 1 3 

WP240Ln61+Ln97+WP310Ln45+48 $61 889 N 1 3  
43 37 FRC357C 
44 38 - Sub FRC 03 WP240Ln109+W310Ln32+49 $15 894 N X  
45 39 -Sub FRC 15 WP310 Ln35 $0.009 N 1 3  

WP310 Ln33 $2645 N 1 3  
WP310 Ln34 $0544 N 1 3  

46 40 - Sub FRC 06 
47 41 - Sub FRC 09 
48 42 FRC 822C SubFRC 00 I WP310 Ln 37 $0838 N 1 3  

WP310 Ln 38 $0235 N 1 3  49 43 FRC845CSubFRC00 I 

W 3 1 0  Ln 39 $0733 N 1 3  50 44 FRC85CSubFRC00 
51 45 . -  1 
52 461 I 1 
53 47 
54 48 I 
55 49 
56 501 
57 
58 1 

59 
60 

- 
30 24 - Sub FRC 15 

2.6 - Sub FRC 09 32--..-.-- 

35 29 FRC 85C Sub FRC 00 WP310 Ln 39 1 $0733 N 1 2  

37 31 UPS - UNllNNl FRS 1.536 MBPS 

-- 

42 36 - Sub FRC 07 

1 

1 

I 

KYFRSUNE.xls 10/14/99 8139 AM 



0 C D I E  i I A I  

State KY 
Workpaper 210 
Page 20f2 

63 UNBUNDLED PACKET SWITCHING FRAME RELAY 
64 
65 Summary of Cost Elements by FRC and Sub FRC 
66 
67 

i i 

Source 
cost 

68 Descnption 1 Element# 
1 69 51 UPS - UNllNNl FRS 44.210 MBPS 

70 52 FRC377C 
71 53 

1 - Sub FRC 10 WP250 Ln99+WP310 Ln47 I $8,3240951 N 1 4  
WP250Lnll+WP310Ln41 $1,300 427 N.l 4 72 54 - Sub FRC 09 

73 551 - Sub FRC 08 wP250 Ln23+35+47+75+119+129+W310 Ln42*43+44+46 $9.1 11 877 N 1 4 
- Sub FRC 07 1 WP250 Ln61+WP310 Ln45+48 1 $12657 N.14 74 56 

75 57 FRC357C 
WP250 Ln109+WP310 Ln32+49 , $213729 N 1 4  

WP310 Ln35 $0009 N.l 4 77 59 -Sub FRC 15 
78 60 - Sub FRC 06 WP310 Ln33 $26451 N 1 4  
79 61 - Sub FRC 09 WP310 Ln34 $0544 N 1 4 '  

WP310 Ln 37 $0838 N 1 4  80 62 FRC 822C Sub FRC 00 
WP310 Ln 38 $02351 N 1 4  81 63 FRC 84% Sub FRC 00 
WP310 Ln 39 $0 733' N 1 4 82 64 FRC 85C Sub FRC 00 

83 65 - 
84 66 - -  
85 67 
86 68 -__- 
87 69 - 
88 70 - 
89 71 
90 72 

92 7 4 -  
93 75 
94 76 __ 

76 58 - Sub FRC 03 

- 
- - * -91 73 

KYFRSUNE.xls 

95 
96 
97 
98 
99 
100 
101 
102 
103 
104 
105 
106 
107 
108 
109 
110 
111 
112 
113 
114 
115 
116 
117 
118 

000136 
10114199 8:39 AM 

77 
78 
79 
80 
81 
82 
83 
04 
85 
86 
87 
88 
89 
90 - 
91 
92 
93 
94 

961 
97 
98 1 

991 
100 

1 

1 

95 1 
1 

1 
1 1 

1 



UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of - 
UPS - UNllNNl FRS 56 KBPS 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

DescriDtion 
&se System (ehv &,Fan) 

Material Price 

Projected Actual Utilization - Slot 

Number of Usable slots 

DSO Utilization on 4-Port Card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

Redundant Fan 
Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 

DSO Utilization on +Port Card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

CPU (2) 
Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 

DSO Utilization on 4-Port Card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

Redundant Power Supply 
Material Price 

Projected Actual Utilization - Slot 
Number of Usable Slots 

DSO Utilization on 4-Port Card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

- -  

Source 

Inputs-Recur Line 7 

Inputs-Recur Line 8 

Inputs-Recur Line 9 

Inputs-Recur Line 10 

Inputs-Recur Line 11 

Ln2/Ln4ILnG/Ln8/LnlO 

Inputs-Recur Line 13 

Inputs-Recur Line 14 

Inputs-Recur Line 15 

Inputs-Recur Line 16 

Inputs-Recur Line 17 

Lnl5/Lnl7/Ln19/Ln21/Ln23 

Inputs-Recur Line 19 

Inputs-Recur Line 20 

Inputs-Recur Line 21 

Inputs-Recur Line 22 

State KY 

Cost Element N.1.l 
Workpaper 220 

Page 1 O f 3  

12 

96 

$24.565 

12 

96 

$2.457 

12 

Inputs-Recur Line 23 

Ln28/Ln30/Ln32/Ln34/Ln36 

96 

$49.131 

Inputs-Recur Line 25 

Inputs-Recur Line 26 
Inputs-Recur Line 27 

Inputs-Recur Line 28 

Inputs-Recur Line 29 

Ln411Ln431Ln441Ln46lLn48 

KYFRSUNE.xls 
PROPRIETARY 

Not for Disclosure Outside BellSouth Except by Written Agreement 

96 

$7.370 

000137 
10/14/99 8:39 AM 



UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS - UNllNNl FRS 56 KBPS 

51 
52 
53 
54 
55 

.56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 

100 

KYFRSUNE.xls 

- DescriDtion 
23” Rack Mount Kit 

Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 

DSO Utilization on 4-POrt Card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

HSSl Card (Trunking) 
Material Price 

Projected Actual Utilization 

Number of Usable Slots 

DSO Utilization on 4-Port Card 

Number of DSOs per 4-port card 

Number Required 

Utilized Material Price per DSO Port 

4-POt-t Bundled UO Card 
Material Price 

DSO Utilization on 4-Port Card 
% Allocated to CIR 
4-POrt Utilized Investment 

Number of DSOs per 4-port card 
Utilized Material Price per DSO Port 

Panel 
Material Price 

DSl’s per Panel 

Projected Actual Uti1 - Panel DSl  
- 

*OS0 Utilization per DS1 

Number of DSOs per DS1 

Utilized Material Price per DSO Port 

Source 

Inputs-Recur Line 31 

Inputs-Recur Line 32 

Inputs-Recur Line 33 

Inputs-Recur Line 34 

Inputs-Recur Line 35 

Inputs-Recur Line 37 

Inputs-Recur Line 38 

Inputs-Recur Line 39 

Inputs-Recur Line 40 

Inputs-Recur Line 41 

Inputs-Recur Line 42 

State KY 

Cost Element N.l.l 
Workpaper 220 

Page 2 of 3 

12 

96 

$0.236 

12 

96 

2 

Ln65’Ln75/Ln67/Ln69/Ln7 1 ILn73 $49.131 

Inputs-Recur Line 44 

Inputs-Recur Line 45 
Inputs-Recur Line 46 
Ln80/Ln82’( 1 -Ln83) 
Inputs-Recur Line 47 

Ln841Ln85 

Inputs-Recur Line 49 

Inputs-Recur Line 50 

Inputs-Recur Line 51 

Inputs-Recur Line 52 

Inputs-Recur Line 53 

20.00% 
$18.1 11.56 

96 
$188.662 

120 

PROPRIETARY 
Not for Disclosure Outside BellSouth Except by Written Agreement 

24 

$4.544 

000138 
10114/99 8:39 AM 

b 



UNBUNDLED PACKET SWITCHING FRAME RELAY 

KYFRSUNE.xls 

Development of 
UPS - UNllNNl FRS 56 KBPS 

State KY 

Cost Element N. l . l  
Workpaper 220 

Page 3 of 3 

- 
DescriDtion Source Value 

101 DSX-1 Termination 
102 Material Price Inputs-Recur Line 55 - 
103 
104 Projected Actual Utilization-DSO C.O. S Inputs-Recur Line 56 
105 Projected Actual Utilization-DSO C.O. S Inputs-Recur Line 57 

107 
108 Number of DSOs per DS1 Port Inputs-Recur Line 59 24 
109 

111 
112 DCS Port - DS1 
113 Material Price Inputs-Recur Line 61 
114 Projected Actual Utilization-DSO C.O. s Inputs-Recur Line 62 
115 Projected Actual Utilization-DSO Field S Inputs-Recur Line 63 

117 Number of DSOs per DSlPort Inputs-Recur Line 65 24 
118 Utilized Material Price per DSO Port (L113'L116/L114)+(L113'L116~L115)R117 $81.69 
119 
120 
121 Material Price Inputs-Recur Line 67 - 

= 
106 Number Required Inputs-Recur Line 58 2 

110 Utilized Material Price per DSO Port (Llo2'LlO6lLlO4)+(LlOrL1o6R1o5yL1o8 $3.84 

m 
116 Number Required Inputs-Recur Line 64 1 

D4 Channel Bank Term. per OS0 Port-Hardwired 

4 9') 
ILL 

123 Projected Actual Utilization 
124 
125 Number Required 
126 
127 
128 
129 
130 
131 
132 
133 
134 
135 
136 
137 
138 
139 
140 
141 
142 
143 
144 
145 
146 
147 
148 
149 
150 

Inputs-Recur Line 68 

Inputs-Recur Line 69 1 

Utilized Material Price per DSO Port Ln121/Ln123 Ln125 $81.00 

D4 Channel Bank Term. per DSO PortGom Eqpt.-Plug 
Material Price Inputs-Recur Line 71 - 
Projected Actual Utilization Inputs-Recur Line 72 - 
Number Required Inputs-Recur Line 73 1 

Utilized Material Price per DSO Port Lnl31/Lnl33 Ln 135 $31.76 

D4 Channel Bank Term. per DSO Port-OCU-DP Plug 
Materia! Price Inputs-Recur Line 75 - 
Projected Actual Utilization Inputs-Recur Line 76 - 
. -  
Number Required Inputs-Recur Line 77 1 

Utilized Material Price per DSO Port Lnl41lLnl43 Lnl45 $88.08 

PROPRIETARY 
Not for Disclosure Outside BellSouth Except by Written Agreement 

000139 
10114l99 8 3 9  AM 



UNBUNDtED PACKET SWITCHING FRAME RELAY State KY 

I KYFRSUNE.xls 

Development of 
UPS - UNllNNl FRS 64 KBPS 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

DesuiDtion 
B3se System(elw Pwr,Fan) 

Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 

DSO Utilization on 4-Port Card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

Redundant Fan 
Material Price 

Projected Actual Utilization - slot 

Number of Usable Slots 

DSO Utilization on 4-Port Card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

CPU (2) 
Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 

DSO Utilization on 4-Port Card 

Number of DSOs per .?-port card 

Utilized Material Price per DSO Port 

Redundant Power Supply 
Material Price 

Projected Actual Utilization - Slot 
Number of Usable Slots 

Dso Utilization on 4-POrt card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

Source 

Inputs-Recur Line 81 

Inputs-Recur Line 82 

Inputs-Recur Line 83 

Inputs-Recur Line 84 

Inputs-Recur Line 85 

LnZLn4/LnG/Ln8/Ln 10 

Inputs-Recur Line 87 

Inputs-Recur Line 88 

Inputs-Recur Line 89 

Inputs-Recur Line 90 

Inputs-Recur Line 91 

Ln15/Ln17/Ln19/Ln21/Ln23 

Inputs-Recur Line 93 

Inputs-Recur Line 94 

Inputs-Recur Line 95 

Inputs-Recur Line 96 

Inputs-Recur Line 97 

Ln28/Ln30/Ln32/Ln34/Ln36 

Inputs-Recur Line 99 

Inputs-Recur Line 100 
Inputs-Recur Line 101 

Inputs-Recur Line 102 

Inputs-Recur Line 103 

Ln41/Ln43/Ln44/Ln46fn48 

Workpaper 230 
Cost Element N.l.2 
Page 1Of3 

12 

96 

$24.565 

12 

96 

$2.457 

12 

96 

$49.131 

12 

PROPRIETARY 
Not for Disclosure Outside BellSouth Except by Written Agreement 

96 

$7.370 



UNBUNDLED PACKET SWITCHING FRAME RELAY State KY 
Workpaper 230 
Cost Element N.1.2 
Page 2 0 f 3  

Development of 
UPS - UNllNNl FRS 64 KBPS 

- Value Source 

Inputs-Recur Line 105 

Inputs-Recur Line 106 

Inputs-Recur Line 107 

Inputs-Recur Line 108 

Inputs-Recur Line 109 

Ln52/Ln54/Ln56/Ln58/Ln60 

Desuiption 
23” Rack Mount Klt 

Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 

DSO Utilization on 4-Port Card 

Number of DSOs per 4-port card 

Utilized Material Price per DSO Port 

HSSl Card(Trunking) 
Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 

DSO Utilization on 4-Port Card 

Number of DSOs per 4-port card 

Number Required 

Utilized Material Price per DSO Port 

4-POd Bundled UO Card 
Material Price 

DSO Utilization on 4-Port Card 
% Allocated to CIR 
4-POrt Utilized Investment 

Number of DSOs per 4-port card 
Utilized Material Price per DSO Port 

Panel 
Material Price 

DSl’s per Panel 

Project& Actual Uti1 - Panel DS1 

DSO Utilization per DS1 

Number of DSOs per DS1 

Utilized Material Price per DSO Port 

51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
63 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 

100 

12 

96 

$0.236 

Inputs-Recur Line 11 1 

Inputs-Recur Line 112 

Inputs-Recur Line 113 

Inputs-Recur Line 114 

Inputs-Recur Line 115 

Inputs-Recur Line 116 

12 

96 

2 

Ln65‘Ln75/Ln67/Ln69/Ln71/Ln73 $49.131 

Inputs-Recur Line 118 - 
Inputs-Recur Line 119 - 

Ln80/Ln82’( 1 -Ln83) $18.1 11.565 
Inputs-Recur Line 121 96 

Ln84/Ln85 $188.662 

Inputs-Recur Line 120 20.00% 

Inputs-Recur Line 123 - 
Inputs-Recur Line 124 120 

Inputs-Recur Line 125 - 
Inputs-Recur Line 126 - 
Inputs-Recur Line 127 24 

Ln89/Ln91 /Ln93/Ln95/Ln97 $4.544 

000141 

10/14/99 8:39 AM 
PROPRIETARY 

Not for Disclosure Outside BellSouth Except by Written Agreement KYFRSUNE.xls 



I 

UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS - UNI/NNI FRS 64 KBPS 

State KY 
Workpaper 230 
Cost Element N.1.2 
Page 3 0 f 3  

Source Value - Descriotion 
101 DSX-1 Termination 
102 Material Price Inputs-Recur Line 129 
103 
104 Projected Actual Utilization-DSO C.O. S Inputs-Recur Line 130 
105 Projected Actual Utilization-DSO Field S Inputs-Recur Line 131 

107 
108 Number of DSOs per DSlPort Inputs-Recur Line 133 24 
109 

111 

106 Number Required Inputs-Recur Line 132 2 

110 Utilized Material Price per DSO Port (~lorLlosnlW)+(~lO2-~106/L105)R108 $3.84 

112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 
123 
124 
125 
126 
127 
128 
129 
130 
131 
132 
133 
134 
135 
136 
137 
138 
139 
140 
141 
142 
143 
144 
145 
146 
147 
148 
149 
150 

KYFRSUNE.xls 

DCS Part - DSl - - - . -. - - - . 
Material Price Inputs-Recur Line 135 
Projected Actual Utilization-DSO C.O. S Inputs-Recur Line 136 
Projected Actual Utilization-DSO Field S Inputs-Recur Line 137 
Number Required Inputs-Recur Line 138 1 
Number of DSOs per DSlPort Inputs-Recur Line 139 24 
Utilized Material Price per DSO Port (L113’L116R114)+(L113’L116/Lll5VL117 $81.69 

04 Channel Bank Term. per OS0 Port-Hardwired 
Material Price Inputs-Recur Line 141 - 
Projected Actual Utilization Inputs-Recur Line 142 - 
Number Required Inputs-Recur Line 143 1 

Utilized Material Price per DSO Port Ln121/Ln123 Ln125 $81 .OO 

0 4  Channel Bank Term. per DSO PortGom Eqpt.-Plug 
Material Price Inputs-Recur Line 145 - 
Projected Actual Utilization Inputs-Recur Line 146 - 
Number Required Inputs-Recur Line 147 1 

Utilized Material Price per DSO Port Lnl31 lLn133 Lnl35 $31.76 

04 Channel Bank Term. per DSO Port-OCU-DP Plug 
Material Price Inputs-Recur Line 149 - 
Projected Actual Utilization Inputs-Recur Line 150 - - 

NDmber Required Inputs-Recur Line 151 1 

Utilized Material Price per DSO Port Lnl41 ILnl43 Ln 145lLn146 $88.08 

PROPRIETARY 
Not for Disclosure Outside BellSouth Except by Written Agreement 

000142 

10/14/99 8:39 AM 



UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS - UNI/NNI FRS 1.536 MBPS 

State KY 
Workpaper 240 
cost Element N.1.3 
Page 1 Of3 

KYFRSUNE.xls 

DescriDtion 
1 B3se System(e/w Pwr,Fan) 
2 
3 Material Price 

source Value 

Inputs-Recur Line 155 - 
4 
5 Projected Actual Utilization - Slot Inputs-Recur Line 156 - 
6 
7 Number of Usable Slots Inputs-Recur Line 157 
8 DSl  Utilization on 10-Port Card Inputs-Recur Line 158 4 
9 Number OS'lPorts per 10-port Card Inputs-Recur Line 159 10 

10 
11 Utilized Material Price per Port Ln3/LnS/Ln7/Ln8/Ln 9 
12 
13 Redundant Fan 

$167.269 

14 
15 Material Price Inputs-Recur Line 161 - 
16 
17 Projected Actual Utilization - Slot Inputs-Recur Line 162 - 
18 
19 Number of Usable Slots Inputs-Recur Line 163 
20 DSl  Utilization on 10-Port Card Inputs-Recur Line 164 4 
22 
23 Utilized Material Price per Port Ln15/Ln17/Ln19/Ln20/Ln21 $16.727 
24 
25 CPU (2) 

21 Number DSlPorts per 10-port Card Inputs-Recur Line 165 10 

26 
27 Material Price Inputs-Recur Line 167 0 
28 
29 Projected Actual Utilization - slot Inputs-Recur Line 168 - 
30 
31 Number of Usable Slots Inputs-Recur Line 169 
32 DS1 Utilization on 10-Port Card Inputs-Recur Line 170 4 
34 

36 
37 Redundant Power Supply 
38 
39 Material Price Inputs-Recur Line 173 - 
40 
41 Projected Actual Utilization - Slot Inputs-Recur Line 174 - 
42 
43 Numbq of Usable Slots Inputs-Recur Line 175 
44 DS1 Utilization on 10-Port Card Inputs-Recur Line 176 4 

33 Number DS1 Ports per 10-port Card Inputs-Recur Line 171 10 

35 Utilized Material Price per Port Ln27/Ln29/Ln31 /Ln32/Ln33 $334.537 

45 Number DS1 Ports per 10-port Card Inputs-Recur Line 177 10 

46 . - 
47 Utilized Material Price per Port Ln39/Ln41/Ln43/Ln44/Ln45 $50.181 
48 
49 
50 

PROPRIETARY 
Not for Disclosure Outside BellSouth Except by Written Agreement 

000143 
10/14/99 8:39 AM 



UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS- UNVNNI FRS 1.536 MBPS 

51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 

100 

Description 
23" Rack Mount Kit 

Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 
DS1 Utilization on 10-Port Card 
Number Ports per slot 

Utilized Material Price per Port 

HSSl Card(1runking) 

Material Price 

Projected Actual Utilization - Slot 

Number of Usable Slots 
Number of Usable Slots 
Number OS1 Ports per 10-port Card 

Number Required 

Utilized Material Price per Port 

10-Port DSl UO Card 

Material Price 

DS1 Utilization on 10-Port Card 
% Allocated to CIR 

10-Port Utilized Investment 
Number OS1 Ports per 1 0-port Card 
Utilized Material Price per Port 

Panel 

Material Price 

DS1 Capacity per panel 

Projecred Actual Uti1 - Panel DSI 

Number DSls 

Utilized Material Price per Port 

. -  

Source 

Inputs-Recur Line 179 

Inputs-Recur Line 180 

Inputs-Recur Line 181 
Inputs-Recur Line 182 
Inputs-Recur Line 183 

Inputs-Recur Line 185 

Inputs-Recur Line 186 

Inputs-Recur Line 187 
Inputs-Recur Line 188 
Inputs-Recur Line 189 

Inputs-Recur Line 190 

State KY 
Workpaper 240 
Cost Element N.1.3 
Page 20f3 

10 

$1.608 

12 

10 

1 

Ln65'Ln73/Ln67/Ln69/Ln7O/Ln71 ' $334.537 

Inputs-Recur Line 192 

Inputs-Recur Line 193 
Inputs-Recur Line 194 

Ln79/Ln81'( 1-Ln82) 
Inputs-Recur Line 195 

Ln83/Ln64 

Inputs-Recur Line 197 

Inputs-Recur Line 198 

Inputs-Recur Line 199 

Inputs-Recur Line 200 

Ln 891 Ln 91 I L n  931 Ln 95 

20.00% 
$16,057.643 

10 
$1,605.764 

120 

KYFRSUNE.xls 
PROPRIETARY 

Not for Disclosure Outside BellSouth Except by Written Agreement 

1 

$60.124 

000144 

10/14/99 8:39 AM 



UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS - UNI/NNI FRS 1.536 MBPS 

101 
102 
103 
104 
TO5 
106 
107 
108 
109 
110 
111 
112 
113 
114 
115 
116 
117 
118 
119 
120 
121 
122 
123 
124 
125 
126 
127 
128 
129 
130 
131 
132 
133 
1 34 
135 
I36 
137 
138 
139 
140 
141 
142 
143 
144 
145 
146 
147 
148 
149 
150 

KYFRSUNE.xls 

DescriDtion 
DSX-1 Termination 

Material Price 

Projected Actual Utilization 

Number Required 

Utilized Material Price per Port 

State KY 
Workpaper 240 
Cost Element N.1.3 
Page 3 of 3 

Source Value 

Inputs-Recur Line 202 - 
Inputs-Recur Line 203 - 
Inputs-Recur Line 204 1 

Ln 103 I Ln 105 Ln 107 $1 5.41 2 

t 

- 

. -  

PROPRIETARY 
Not for Disclosure Outside BellSouth Except by Written Agreement 

000145 

10/14/99 8:39 AM 
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0 . 
UNBUNDtED PACKET SWITCHING FRAME RELAY State KY 

Development of 
UPS - UNllNNl FRS 44.210 MBPS 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

DescriDtion 
Bise System(e/w Pwr.Fan) 

Material Price 

Projected Actual Utilization 

Number of Usable Slots 

Number Ports per Slot 

Utilized Material Price per Port 

Redundant Fan 

Material Price 

Projected Actual Utilization 

Number of Usable Slots 

Number Ports per Slot 

Utilized Material Price per Port 

CPU (2) 

Material Price 

Projected Actual Utilization 

Number of Usable Slots 

Number Ports per Slot 

Utilized Material Price per Port 

Redundant Power Supply 

Material Price 

Projected Actual Utilization 

Numbq of Usable Slots 

Number Ports per Slot 

Utilized Material Price per Port 
. -  

Workpaper 250 
Cost Element N.1.4 
Page 1 Of3 

Source Value 

Inputs-Recur Line 208 - 
Inputs-Recur Line 209 - 
Inputs-Recur Line 210 12 

Inputs-Recur Line 21 1 1 

Line 3 I Line 5 I Line 7 I Line 9 $1.300.000 

Inputs-Recur Line 2 1 3 -  

Inputs-Recur Line 214 - 
Inputs-Recur Line 215 12 - 

Inputs-Recur Line 216 1 - - 

- - Line 15 I Line 17 I Line 19 I Line 21 $130.000 

Inputs-Recur Line 218 - 
Inputs-Recur Line 219 - 
Inputs-Recur Line 220 12 

Inputs-Recur Line 221 1 

Line 27 I Line 29 I Line 31 I Line 33 $2.600.000 

Inputs-Recur Line 223 - 
Inputs-Recur Line 224 - 
Inputs-Recur Line 225 12 

Inputs-Recur Line 226 1 

Line 39 I Line 41 I Line 43 I Line 45 $390.000 

000146 
PROPRIETARY 

Not for Disclosure Outside BellSouth Except by Written Agreement KYFRSUNE.xls 10114199 8139 AM 
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KYFRSUNE.xls 

UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS - UNllNNl FRS 44.210 MBPS 

DescriDtion 
51 23” Rack Mount Kit 
52 
53 Material Price 
54 
55 Projected Actual Utilization 
56 
57 Number of Usable Slots 
58 
59 Number Ports per Slot 
60 

State KY 
Workpaper 250 
Cost Element N. 1.4 
Page 20f3 

Inputs-Recur Line 228 - 
Inputs-Recur Line 229 - 
Inputs-Recur Line 230 12 

Inputs-Recur Line 231 1 

61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
91 
92 
93 
94 
95 
96 
97 
98 
99 

100 

Utilized Material Price per Port Line 53 / Line 55 / Line 57 / Line 59 $12.500 

HSSl Card(Trunking) 

Material Price Inputs-Recur Line 233 - 
Projected Actual Utilization Inputs-Recur Line 234 - 
Number of Usable Slots Inputs-Recur Line 235 12 

Number Ports per Slot Inputs-Recur Line 236 1 

Number Required inputs-Recur Line 237 2 

Utilized Material Price per Port Ln 65/Ln67 /Ln69/Ln7l0Ln73 $2.600.000 

HSSl Card 

Material Price 

Projected Actual Utilization 
% Allocated to CIR 

Number of Ports per Card 
Number Required 

HSSl Card Utilized Investment . -  

Utilized Material Price per Port 

Inputs-Recur Line 239 - 
Inputs-Recur Line 240 - 

Ln91/Ln93’( 1 -Ln94) $8.320.000 
Inputs-Recur Line 241 20.0% 

Inputs-Recur Line 242 1 
Inputs-Recur Line 243 1 

Ln 95 / Ln 96 Ln 97 $8,320.000 

PROPRIETARY 
Not for Disclosure Outside BellSouth Except by Written Agreement 

000147 

io/ i4/99 8139 AM 



UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS - UNI/NNI FRS 44.210 MBPS 

- 
Description 

101 DSXJ Termination 
102 
103 Material Price 
104 
105 Projected Actual Utilization 
106 
107 Number Required 
108 
109 
110 
11 1 Kentrox Datasmart Unit 
112 
11 3 Material Price 
114 
1 15 Projected Actual Utilization 
116 
11 7 Number Required 
118 
119 
120 
121 HSSl Cable 
122 
123 Material Price 
124 
125 Projected Actual Utilization 
126 
127 Number Required 
128 
129 
130 
131 
132 
133 
134 
135 
136 
137 
138 
139 
140 
141 
142 
143 
144 
145 - - 
146 
147 
148 
149 
150 

Utilized Material Price per Port 

Utilized Material Price per Port 

Utilized Material Price per Port 

- 

Source 

Inputs-Recur Line 245 

Inputs-Recur Line 246 

Inputs-Recur Line 247 

Ln 103 1 Ln 105 Ln 107 

Inputs-Recur Line 249 

Inputs-Recur Line 250 

Inputs-Recur Line 251 

Ln1131Lnl l5 'Ln117 

Inputs-Recur Line 253 

Inputs-Recur Line 254 

Inputs-Recur Line 255 

Ln 123 I Ln 125 * Ln 127 

State KY 
Workpaper 250 
Cost Element N.1.4 
Page 3 of 3 

1 

$21 3.247 

1 

$3.273.000 

$1 17.000 

KYFRSUNE.xls 
PROPRIETARY 

Not for Disclosure Outside BellSouth Except by Written Agreement 

1 

$1 1 7.000 

000148 

10114199 8:39 AM 
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UNBUNDLED PACKET SWITCHING FRAME RELAY ~~ ~~~ 

Development of 
UPS - UNllNNl FRS - CIR 

DescriDtion 
1 
2 4-POrt Unhtdled UO Card 
3 Material Price 
4 
5 % Allocated to CIR 
6 
7 

9 
10 
11 10-Port DSl UO Card 
12 Material Price 
13 
14 YO Allocated to CIR 
15 
16 
17 
18 % ofPorts 
19 
20 
21 HSSlCard 
22 Material Price 
23 Projected Actual Utilization 
24 % Allocated to CIR 
25 
26 

DSO Utilization on 4-POrt Card 

Number of DSOs per 4-port card 
CIR Utilized Material per DSO Equiv. 

Weighted Material per DSO Equiv. 
8 % ofports 

DSl  Utilization on 10-Port Card 

Number Equiv. DSOs per Port 
Number DS1 Ports per 1 0-port Card 
CIR Utilized Material per DSO Equiv. 

Weighted Material per DSO Equiv. 

Number of Ports per Card 
Number Equiv. DSOs per Port 

. 27 CIR Utilized Material per DSO Equiv. 

Utilized Material Price per DSO Equiv. 
28 % of Ports 
29 
30 
31 Weighted Average Cost per DSO Equivalent 
32 

Source 

Inputs-Recur Line 259 
Inputs-Recur Line 260 
Inputs-Recur Line 261 
Inputs-Recur Line 262 

Line 3ILinWLine SlLine 6 
Inputs-Recur Line 263 

Line 7’Line 8 

Inputs-Recur Line 266 
Inputs-Recur Line 267 
Inputs-Recur Line 268 
Inputs-Recur Line 269 
Inputs-Recur Line 270 

Lnl ZLnl3’Ln14/Lnl5/Ln 16 
Inputs-Recur Line 271 

Line 17’Line 18 

Inputs-Recur Line 274 
Inputs-Recur Line 275 
Inputs-Recur Line 276 
Inputs-Recur Line 277 
Inputs-Recur Line 278 

Ln22/Ln23’Ln24/L25/L26 
Inputs-Recur Line 279 

Ln27 / Ln28 

33 Using a DSO Value of 64 Kbps, Development of DSO Equivalent Factors: 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

KYFRSUNE.xls 

0 Bps 
1 - 32 KbpS 
32 - 56 KbpS 
56 - 64 KbpS 
64 - 128 Kbps 
128 - 256 KbpS 

256 - 384 KbpS 
384 - 512 KbpS 
512 - 768 Kbps 
768 - 1.536 MbpS 
1.536 - 4 MbpS 
4 - 10 MbpS 
10 - 16 Mb’pi 
16 - 34 MbpS 
34 - 44.210 Mbps 

- DSO 
0.1 
0.5 

1 
2 
4 
6 
8 
12 
24 
60 
152 
243 

516.8 
672 

0.875 

State KY 
Workpaper 270 
Cost Element N.1.6-N.1.20 
Page 

Value 

10f1 

20.00% 
96.00 

$47.166 

$20.933 

20.00% 
24.00 
10.00 

$16.73 

$9.058 = 20.00% 

1 .oo 
672.00 
$3.095 

$0.045 
- 

$30.036 

$3.004 
$15.018 
$26.281 
$30.036 
$60.072 

$120.144 
$180.216 
$240.288 
$360.432 
$720.864 

$1,802,159 
$4.565.470 
$7.298.744 

$15.522.597 
$20.184.182 

Ln33’DSO 

PROPRIETARY 
Not for Disclosure Outside BellSouth Except by Written Agreement 

- .  

(Ln9+Ln19+Ln29) 
Element 
N.1.6 
N.1.7 
N. 1 .a 
N.1.9 
N.l.10 
N.l.11 
N.1.12 
N.1.13 
N.1.14 
N.1.15 
N.1.16 
N.1.17 
N.1.18 
N.1.19 
N. 1.20 

000149 
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UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS - Application Software Per Port 

Description 

e 

1 
2 
3 Cost per New Switch 
4 Quantity 
5 Growth Factor 
6 Grown Quantity 
7 Annual Cost Year 1 
8 Annual Cost Year 2 
9 Annual Cost Year 3 

10 
11 
12 Quantity 
13 Switch Cost 
14 Annual Switch Cost 
15 Actual Projected Demand 
16 Growth Factor 
17 Grown Demand 
18 ATM Port Demand 
19 Total Port Demand 
20 
21 Total Switch Cost 
22 Total Port Demand 
23 
24 Software Cost per Port per Month 
25 
26 
27 
28 Annuity Factor 
29 
30 N= Number of Years 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 - 
47 
48 
49 
50 

Cost per Existing Switch Addl Year 

I = Cost of Money 

. -  

State KY 
Workpaper 300 
Cost Element N.l.lthruN.1.4 
Page 10f1 

VDar 7 Year 3 

Ln7+YR( Ln3'Ln6*Ln28) 
Ln8+Yr3( LnYLn6'Ln28) 

$ 11,203.53 
$ 13,070.78 

Ln14 (Yrl+YR+Yr3) 
Ln19 (Yrl+YR+Yr3) 

Ln21/Ln22/12 

l*(l+l)AN/(l+l)AN-l - 
Inputs-Recur Line 308 
Inputs-Recur Line 309 

KYFRSUNE.xls 
PROPRIETARY 

Not for Disclosure Outside BellSouth Except by Written Agreement 

$134,524.588 
8859 - 

000150 
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UNBUNDLED PACKET SWITCHING FRAME RELAY 

Development of 
UPS - DS1 Interoffice Facilities - Network Management System 

DeSCflDtiOn 
1 - 
2 Facilities Termination - 357C 03 
3 Facilities Termination -357C 06 
4 Facilities Termination - 357C 09 
5 Facilities Termination - 3570 15 
6 Facilities Per Airmile - 822C 00 
7 Facilities Per Airmile - 845C 00 
8 Facilities Per Airmile - 85C 00 
9 

10 Base System(e/w Pwr.Fan) 
11 Redundant Fan 

13 Redundant Power supply 
14 23" Rack Mount Kit 
15 HSSl Card(Trunking) 
16 10-Port DS1 110 Card 
17 Panel 
18 DSX-1 Termination 
19 
20 Total Circuit Airmiles - Region 
21 # of Interoffice Circuits (DS1) - Region 
22 # of OS1 Ports 
23 
24 
25 # of Ports - Region 
26 Growth Factor 
27 
28 ATM Port Demand - Region 
29 Total Port Demand 
30 Average Port Demand 
31 
32 Facilities Term. lnvesffport 357c 03 
33 Facilities Term. lnvesffport 357C 06 
34 Facilities Term. lnvesffport 357C 09 
35 Facilities Term. Invesffport 357C 15 
36 
37 Facilities Airmile lnvesffport 822c 00 
38 Facilities Airmile lnvesffport 84% 00 
39 Facilities Airmile Invesffport 8% 00 
40 
41 Base System - 3776 09 
42 Redundant Fan - 377C 08 

44 Redundant P.S. - 3770 08 
45 23" Rack Rount Kit - 377C 07 
46 HSSl Card(Trunking) - 377c 08 
47 10-Port DS1 110 Card - 377C 10 
48 Panel - 377C 07 
49 DSX-1 Term. - 3576 03 
50 

12 CPU(2) 

43 CPU(2) - 377C 08 - 

Source 

Inputs-Recur Line 292 
Inputs-Recur Line 293 
Inputs-Recur Line 294 
Inputs-Recur Line 295 
Inputs-Recur Line 296 
Inputs-Recur Line 297 
Inputs-Recur Line 298 

WP240 Line 11 
WP240 Line 23 
WP240 Line 35 
WP240 Line 47 
WP240 Line 61 
WP240 Line 75 
WP240 Line 85 
WP240 Line 97 

WP240 Line 109 

Inputs-Recur Line 299 
Inputs-Recur Line 300 
Inputs-Recur Line 301 

Year 
Inputs-Recur Line 304 
Inputs-Recur Line 305 

Ln25 Ln26 
Inputs-Recur Line 306 

Ln27 + Ln28 
Ln29 (Yrl+Yr2+Yr3)/3 

State KY 
Workpaper 310 
Cost Element N.l.lthruN.1.4 
Page 10f1 

- Value 

$322.351 
$1.926.201 

$396.077 
$6.455 
$3.817 
$1.072 
$3.336 

$167.269 
$16.727 

$334.537 
$50.181 
$1.608 

$334.537 
$1,605.764 

$60.124 
$15.412 

16,791 
105 
195 

LnZ'Ln21 ILn30 
Ln3'Ln21/Ln30 
Ln4'Ln21/Ln30 
LnYLn21/Ln30 

LnVLn201Ln30 
Ln7'Ln20/Ln30 
Ln8'Ln20/Ln30 

Ln l  O'Ln2ZLn30 
Ln l  l'Ln2ZLn30 
LnlTLn2ZLn30 
Ln l  YLn2ZLn30 
LnWLn2ZLn30 
LnlYLn2ZLn30 
Ln 16'Ln22/Ln30 
Lnl7'Ln2ZLn30 
LnlVLn2ZLn30 

$0.443 
$2.645 
$0.544 
$0.009 

$0.838 
$0.235 
$0.733 

$0.427 
$0.043 
$0.853 
$0.128 
$0.004 
$0.853 
$4.095 
$0.153 
$0.039 

KYFRSUNE.xls 
PROPRIETARY 

Not for Disclosure Outside BellSouth Except by Written Agreement 
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e 
KENTUCKY DOCKET NO 99-218 

APPENDIX A 
UNBUNDLED NETWORK ELEMENT (UNE) STUDIES 

The following worksheets showing the calculations associated with loadings and 
factors dev-elopment discussed in Section 4 are included in this Appendix. 

1. TPl's 
2. Levelized inflation Factors 
3. lnplant Factors - COE 
4. lnplant Factors - OSP 
5. Plug-in Factors 
6. Hard-wired Factors 
7. Supporting Equipment & Power Loadings 
8. Plant Specific Expense Factors 
9. Land and Building Loadings 
10. Capital Cost Model Calculations 
1 1 .Ad Valorem and Other Taxes 
12. State and Federal Income Taxes 
13. Gross Receipts Tax 
14. Labor Rates 
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ACFC Plt 

State Field Code Specific Exp 

KY 20C 
KY 1OC 
KY 377C 
KY 377CP 
KY 117C 
KY 157C 
KY 257C 
KY 357C 
KY 1C 
KY 1CP 
KY 12C 
KY 22C 
KY 812C 
KY 8226 
KY 5C 
KY 85C 
KY 45C 
KY 845C 
KY 6C 
KY 86C 
KY 52C 
KY 8526 
KY 4C 
KY 4CP . 
KY 530C 
KY 630C 

0.0000 
0.0386 
0.0325 
0.0325 
0.3654 
0.031 9 
0.01 88 
0.0164 
0.01 02 
0.0102 
0.0302 
0.0302 
0.0033 
0.0033 
0.0163 
0.001 0 
0.0247 
0.0010 
0.0000 
0.0000 
0.0000 
0.0000 
0.0014 
0.0014 
0.4737 
0.4737 



State ield Code 

BST 20C 
BST 1OC 
BST 377C 
BST 377CP 
BST 117C 
BST 157C 
BST 257C 
BST 3576 
BST 1C 
BST 1CP 
BST 12C 
BST 22C 
BST 812C 
BST 8226 
BST 5C 
BST 85C 
BST 45C 
BST 845C 
BST 6C 
BST 86C 
BST 52C 
BST 852C 
BST 4C 
BST 4CP 
BST 530C 
BST 630C 

ACFC Plt 

Specific Exp 

0.0000 
0.0487 
0.0361 
0.0361 
0.1364 
0.0201 
0.01 99 
0.01 74 
0.0310 
0.0310 
0.0389 
0.0389 
0.0027 
0.0027 
0,0199 
0.0034 
0.0320 
0.0022 
0.0026 
0.0004 
0.0075 
0.0071 
0.0025 
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0.1804 
0.1804 
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KY 
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5694778 KY 
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_ _ _ ^ ~  

- 

2220 117 C 2 ,  -1 54426 
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____ 
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. . -____ 
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2341 468 C 1 613118 
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160579 
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- 2884259 

1600023 
2362 558 C 1 4771721 

105485 
2362 858 C 1 66421 85 

346579 
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1 68358 14 
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EOY97 REG INV 

'REGULATED PLANT-IN-SERVICE MR INVESTMENT AS OF 12/31/97 
C-MCCLELIAN -__ (404/927-8?i 

REGULATED 
CAP/ COST INVESTMENT 

- -  
KY 2112 40 C 6 2014658 
KY 21 15 340 C 5 914851 
KY 2116 540 C 1 19804 133 

2116 540 C 2 196057 KY 
KY 21 -- 21 10 c - 1 1092939 
KY 2121 10 c 2 90693367 
KY 21 21 10 c 3 10191916 
KY 2121 10 c 4 17273975 

_ _  

____--I_--- ____ _ _ _ _ - ~ -  

STATE ACCT FRC MTCE POOL BYFRC 

KY 21 22 30 C 2 1028294 
KY 2122 130 C 2 17937 
KY 2123 430 C 1 177224 
KY , 2123 430 C 2 1 135320 
KY 2123 I 658 C 3 1933974' 
,KY - 2123 668 C 34 149464 
KY 2123 718 C 3 '  1688388 

KY 2111 20 c 1 10942963 
KY 2112 40 C 1 24865559 
KY 2112 I 40 C 3 12761 1 
KY 2112 40 C 4 '  212710 
KY 2112 40 C 5 7900 

_____ ____ 

13003270 

2980847 
40563 

4570194 

-- ___---- 
- --Ii 3 366006- 

2121 10 c 5 
10 c 6 2121 

7 21 21 I O  c 
8 2121 10 c 

2121 110 c 1 
KY 2121 110 c 2 

__ __- 
- 

- -  
-___ 

378264 
641 109- 

__- 
82078 

____- 
110 c 3 
110 c 4 
110 c 5 

2121 110 c 6 
2121 110 c 7 
2121 110 c 8 
21 22 30 C 1 

- - _  
KY 2123 I 728 C 3 ,  224291 

2124 1 530 C 2 5186221 
KY 2124 630 C 3 27920450 
KY - 

KY 2124 , 633 ,C 3 9002743 
KY 2124 I 730 C 3 '  -47731 
KY 221 1 77 c 1 713261 
KY 2211 I 77 c 2 1  2963204 ... _- 
KY 2211 ' 77 c 3 i  57861 27 
KY 221 1 77 c 4 1  48079343 
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KY 
2220 117 C 1 19481 53 KY 
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1 34 
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KY 

-- 1 -- KY 221 2 377 c 
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231 1 418 C 1 -7354 
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_- 
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- __ --- 
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2422 5 c  1 125443321- 
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4 18258727 
2423 I 45 c 1 3831 0 1925 
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2423 845 C 3 5289034' 

1 384 1555 
160125 

28 1 
2426 52 C 1 657661 7 
2426 852 C 3 ,  11603 

___-- 
KY 
KY 
KY 2422 85 C 
KY 
KY - 
KY 
KY ' 2423 1 845 C 4 
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2681 450 C 4 21 2 

_- -- 
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KY 
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KY 
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1 1 1448692 
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1598 AWllicms 

BELLSOUTH TELECOMMUNICATIONS 
NET ADDTIONS (Gross Cap -Retirements) 

1998 

SCALE = 000 

TOTAL GENERAL SUPPORT ASSETS 
LAND 
BUILDINGS - 
MOTOR VEHICLES 
GARAGE WORK EQPT 
OTHER WORK EQPT 
FURNITURE 
OFFICE SUPPORT EQUIPMENT 
VOICE COMMUNICATIONS 
GENERAL PURPOSE COMPUTERS 
DATA COMMUNICATIONS 

TOTALCENTRALOFCASSETSMINUSDLE 

ANALOG ELECTRONIC SWITCHING 
DIGITAL ELECTRONIC SWITCHING 
OPERATOR SERVICES 

RADIO 

DIGITAL DATA SYSTEMS 
CIRCUIT OTHER 

TOTAL INFO ORIG./TERMINATION 
PUBLIC TELEPHONE 

STATION APPARATUS 
LARGE PBX 
OTHER TERMINAL EQUIPMENT 

TOTAL OUTSIDE NETWORK 
DIGITAL LOOP ELECTRONICS (DLE) 
CABLE 8 WIRE 

METALLIC - AERIAL CABLE - 
NON-METALLIC - AERIAL CABLE 

METALLIC ~ UNDERGROUND CABLE 
NON-METALLIC . UNDERGROUND CABLE 

METALLIC -BURIED CABLE 
NON-METALLIC - BURIED CABLE 

METALLIC - SUBMARINE CABLE 
NON-METALLIC - SUBMARINE CABLE 

METALLIC - INTRABUILDING NETWORK CABLE 
NON-METALLIC - INTRABUILDING NETWORK CABLE 

POLES 
CONDUIT 

TOTAL NET ADDITIONS 

INVESTMENT DATA -NET ADDITIONS 

KY 

5.337 
M 

2.911 
1.785 

- 70 
-50 

-200 
-110 
-61 5 

1.462 
164 

16.029 

-19.415 
33.040 

175 
-149 

-1,995 
4.373 

1.055 
0 

11 

285 
760 

60.100 
22.700 
37.400 

11,473 
1.569 

1.274 
1.011 

16,079 
620 

0 
0 

-27 
0 

2.588 
2.812 

82.491 

BST 

387.141 
1.989 

83.919 
56.375 
-136 

15.580 
-1.735 
1,239 
-4.255 

122.553 
111,612 

667.085 

-74,910 
551.604 
6.9W 
-2.900 

6.953 
187,260 

28.950 
0 - 

- 61- 
4 . 2 5  
24.763 

1.374.& 
424.100 
950.450 

208.306 
59.255 

25.997 
66.453 

428.233 
19.574 

-420 
-123 

947 
-33 

23.356 
58.906 

2,457,127 

00020s 
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1011m 1:48 PM 

BELLSOUTH TELECOMMUNICATIONS 
e INVESTMENT DATA - NET ADDITIONS 

NET ADDTIONS (Gross Cap -Retirements) 
1999 

KY BST SCALE = 000 - 
TOTAL GENERAL SUPPORT ASSETS 

LAND 
BUILDINGS 
MOTOR VEHICLES 
GARAGE WORK EQPT 
OTHER WORK EQPT 
FURNITURE 
OFFICE SUPPORT EQUIPMENT 

VOICE COMMUNICATIONS 
GENERALPURPOSECOMPUTERS 

DATA COMMUNICATIONS 

268.174 
1.490 

* 66.520 
54.950 

-195 
12.160 
-4.070 

990 

-5.045 
51.371 

90.003 

2.868 
30 

1.850 
1,465 

-75 
-275 
-205 
-115 

625 
1.287 
469 

542.251 1.422 TOTAL CENTRAL OFC ASSETS MINUS DLE 

-100.650 
491.176 

- 3.069 - -618 - 
-1.991 

155265 
- 

13.895 
0 

-25.800 
27.501 

172 
-191 

ANALOG ELECTRONIC SWITCHING 
DIGITAL ELECTRONIC SWITCHING 
OPERATOR SERVICES 

RADIO 

-449 
189 

DIGITAL DATA SYSTEMS 
CIRCUIT OTHER 

Ed0 

0 
TOTAL INFO.ORIG.TTERMINATION 

PUBLIC TELEPHONE 

44 

2.225 
1 1.626 

8 

227 
605 

STATION APPARATUS 
LARGE PBX 
OTHER TERMINAL EQUIPMENT 

1 .)50.333 

406.400 
943.938 

58.800 
20.3M) 
38 .m 

TOTAL OUTSIDE NETWORK 
DIGITAL LOOP ELECTRONICS @LE) 

CABLE 8 WIRE 

210.032 

58.773 
11.589 
2,271 

METALLIC ~ AERIAL CABLE 

NON-METALLIC - AERIAL CABLE 

26.35 
65.509 

METALLIC - UNDERGROUND CABLE 
NON-METALLIC - UNDERGROUND CABLE 

1.362 
1.414 

428.052 
79.418 

16.073 

815 
METALLIC -BURIED CABLE 

NON-METALLIC - BURIED CABLE - 
METALLIC - SUBMARINE CABLE 
NON-METALLIC - SUBMARINE CABLE 

METALLIC - INTRABUILDING NETWORK CABLE 

NON-METALLIC - INTRABUILDING NETWORK CABLE 

. -  

-491 
0 

0 

0 

1.090 
-31 

-24 0 

20.030 

55.252 
2.344 

2.656 
POLES 
CONDUIT 

2.174.658 63.930 TOTAL NET ADDITIONS 

000209 
Page 37 of YI 



i 

INVESTMENT DATA - NET ADDITIONS 

- 
BELLSOUTH TELECOMMUNICATIONS 
NET ADDTIONS (Gross Cap - Retirement?.) 

2000 

SCALE = 000 

TOTAL GENERAL SUPPORT ASSETS 
LAND 
BUILDINGS 
MOTOR VEHICLES 
GARAGE WORK EQPT 
OTHER WORK EQPT 
FURNITURE 
OFFICE SUPPORT EQUIPMENT 
VOICE COMMUNICATIONS 
GENERAL PURPOSE COMPUTERS 
DATA COMMUNICATIONS 

TOTAL CENTRAL OFC ASSETS MINUS DLE 

ANALOG ELECTRONIC SWITCHING 
DIGITAL ELECTRONIC SWITCHING 
OPERATOR SERVICES 
RADIO 

DIGITAL DATA SYSTEMS 
CIRCUIT OTHER 

TOTAL INFO ORlG nERMlNATlON 
PUBLIC TELEPHONE 

STATION APPARATUS 
LARGE PBX 
OTHER TERMINAL EQUIPMENT 

e 
TOTAL OUTSIDE NETWORK 

DIGITAL LOOP ELECTRONICS (DLE) 
CABLES WIRE 

METALLIC - AERIAL CABLE 
NON-METALLIC - AERIAL CABLE 

METALLIC - UNDERGROUND CABLE 
NON-METALLIC - UNDERGROUND CABLE 

METALLIC - BURIED CABLE 
NON-METALLIC - BURIED CABLE 

METALLIC - SUBMARINE CABLE 
NON-METALLIC - SUBMARINE CABLE 

METALLIC - INTRABUILDING NElWORK CABLE 
NON-METALLIC - INTRABUILDING NETWORK CABLE 

- -  POLES 
CONDUIT 

TOTAL NET ADDITIONS 

P3g8 58 of 58 

b. 

KY 

2.331 
M 

1.850 
1,340 
-80 
-325 
-210 
-120 
4340 
1.271 
-785 

29.028 

1,200 
27.250 

1 70 
-218 

-507 
1.133 

805 
0 

8 
217 
580 

58.600 
20.800 
37.800 

11,367 
2.132 

1.290 
1.356 

15.868 
813 

0 
0 

-26 0 

2.344 
2.656 

90.764 

EST 

340.680 
1.490 

67.200 
54.290 
-265 

11,870 
4.095 
925 

-5.270 
126.000 
88.535 

588.493 

-70.550 
488.110 
2.956 

- - 
,880 

4.109 
lg.206 

13.605 
0 

41 

2.166 
11.398 

1,352,545 
4 13.650 
958.895 

208.056 
58.811 

25.754 
65.274 

425.864 
79.257 

491 
0 

994 
-33 

20.14A 
55.264 

2.295.322 
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R N T U C K Y  DOCKET NO 99-218 

APPENDIX A 
UNBUNDLED NETWORK ELEMENT (UNE) STUDIES 

Capital Cost Model Calculations 

Source: BgllSouth’s Capital Cost Calculator 
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BASIC ECONOMIC INPUTS F a CAPITAL COST CALCULATOR 0 
10/11/99 

fi" 
2 
3 
4 
5 
6 
7 
8 

Description Value 
Debt Ratio 0.4000 
Debt Interest Kite O.OG50 
Income Tax Rate 0.3872 
Investment $1.00 
Cost of Money (Rate uf Return) 0.1125 
Cost of Equity 0.144 167 

Timestamp: 3/1/99 5:3 137 PM 

. -  

Cost of Money = User Input or 
COE * (1 - Debt Ratio) + (Debt Ratio * Debt Interest kite) 

Cost of Equity = User Input or 
(COM - Debt Rxio * Debt Interest Rate) / ( 1  - Debt Ratio) 

000212 
Source: BellSouth's Capital Cost Calculator 

b. 



USOA Part 32 ACCOUNTS INPU FOR CAPITAL COST C 
10/11/99 

Number Descriotion 
Bui 1 dings 
Land 

3 
4 

. 5  
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

29 
30 
31 
32 
33 
31  
35 
36 
37 
38 
39 
40 
41 
12 
13 
41 
15 
46 
47 
48 

Motor Vehicles 
Spc Purpose Vehicles 
Garage Work Equip - 
Other Work Equip 

Furniture 
Ofc Support Equip 

Corp C o r n  Equip 
Gen Purpose Comp, Other 
G P Comp. Data Cont & Wrksta 

Analog Elec Switch 
Digital Elec Switch 

Operator Systems 

Radio 

Digital Circ - DDS 
Digital Circ - Pair Gain 
Digital Circ - Other 
Analog Circ - Pair Gain 
Analog Circ - Other 

Large PBX 
Other Terminal Equip 

Poles 
Aerial Ca - Metal - B l ~ d  Enter 
Aerial Ca - Metal 
Aerial Ca - Fiber - Bldg Enter 
Aerial Ca - Fiber 
Buried Ca - Metal 
Buried Ca - Fiber 
Underground Ca - Metal 
Underground Ca - Fiber 
Submarine Ca - Metal 
Submarine Ca - Fiber 
INTA Bldg Ntwk Ca - M e 4  
INTA Bldg Ntwk Ca - Fiber 

Conduit Systems 
. -  

Timestamp: 3/1/99 5:3  1 :58 PM 

Life (Years) 
1OC 45.0 
20C 98.0 

4OC 8.0 
240C 7.0 
340C 12.0 
540C 15.0 

130C 15.0 
130C 11.5 

718C 7.0 
530C 5.0 
630C 5.0 

77c 3.3 
377c 10.0 

117C 10.0 

67C 9.0 

157C 8.0 
257C 9.0 
357c 9.0 
157c 7.8 
57C 7.8 

158C 6.0 
378C 6.0 

IC 34.0 
12C 14.0 
22c 14.0 
812C 20.0 
822C 20.0 
45c  14.0 
815C 20.0 
5 c  12.0 
85C 20.0 
6C 14.0 
86C 14.0 
52C 20.0 
852C 20.0 

4C 55.0 

Net Salvage 
0.0000 
I .0000 

0.1600 
0.0000 
0.0000 
0.0000 

0.1000 
0.0500 

0.1000 
0.0000 
0.0000 

0.0000 
0.0000 

0.0000 

-0.0500 

0.0200 
0.0000 
0.0000 
-0.03 00 
-0.0300 

0.0000 
0.0500 

-0.6000 
-0.1400 
-0.1400 
-0.1400 
-0.1400 
-0.0700 
-0.0700 
-0.0800 
-0.0800 
-0.0500 
-0.0500 
-0.1000 
-0.1000 

-0.1000 

000213 
Source: BellSouth's Capital Cost Calculator 



~~ ~ 

- Ap 
0.1133 
0. I125 

0.1961 
0.2139 
0.1559 
0.1410 

0.14 10 
0.1592 

0.2139 
0.2723 
0.2723 

0.3793 
0.1716 

0.1716 

0.1823 

0.1961 
0.1824 
0.1824 
0.1992 
0.1992 

0.2381 
0.2381 

0.1156 
0.145 1 
0.145 1 
0.1276 
0.1276 
0.115 1 
0.1276 
0.1559 
0.1276 
0.1351 
0.145 1 
0.1276 
0.1276 

0.1128 

~ -.. ~ 

? 
phi 

0.1858 
0.1358 

0.3858 
0.4858 
0.4858 
0.4858 

0.4858 
0.4858 

0.4858 
0.4858 
0.4858 

0.1858 
0.4858 

0.1858 

0.4358 

0.4858 
0.1858 
0.4858 
0.4858 
0.4858 

0.4858 
0.4858 

0.3858 
0.1858 
0.4858 
0.3858 
0.4858 
0.1858 
0.1858 
0.18 5 8 
0.1858 
0.4858 
0.1858 
0.4858 
0.4858 

0.4858 

CAPITAL COST MODEL CALC TIONS - Page I 
10111199 y” 
- Nbr 

1 
QM 
0,1125 
0.1 125 

0. I I25 
0.1125 
0. I125 
0.1125 

0.1125 
0.1 I25 

0.1125 
0.1125 
0.1125 

0. I125 
0.1125 

0.1125 

0. I125 

0.1125 
0.1125 
0.1125 
0.1125 
0.1125 

0.1125 
0.1125 

0.1125 
0. I125 
0.1125 
0.1 125 
0.1125 
0.1125 
0.1125 
0. I125 
0.1125 
0.1125 
0. I125 
0.1125 
0.1125 

0.1125 

- FRC Life (Years) 
1OC 15.0 
20C 98.0 

Description 
Buildings 
Land 

Net Salvwe 
0.0000 
I .oooo 

0.1600 
0.0000 
0.0000 
0.0000 

0.1000 
0.0500 

0.1000 
0.0000 
0.0000 

0.0000 
0.0000 

0.0000 

-0.0500 

0.0200 
0.0000 
0.0000 
-0.0300 
-0.0300 

0.0000 
0.0500 

-0.6000 
-0.1400 
-0.1400 
-0.1100 
-0. I300 
-0.0700 
-0.0700 
-0.0800 
-0.0800 
-0.0 500 
-0.0500 
-0.1000 
-0.1000 

-0.1000 

Adi Invest 
1 .oooo 
0.0000 

0.8400 
I .oooo 
1 .oooo 
1 .oooo 

0.9000 
0.9500 

0.9000 
1.0000 
I .oooo 

1 .oooo 
1 .oooo 

1 .oooo 

I .os00 

0.?800 
1 .ow0 
1.0000 
1 .OB0 

- 

1.0300 

1 .oooo 
0.9500 

1.6000 
1,1400 
1.1300 
1.1400 
1.1400 
1.0700 
1.0700 
1.0800 
1.0800 
1 ,0500 
1.0500 
1.1000 
1.1000 

1.1000 

Motor Vehicles 
Spc Purpose Vehicles 
Garage Work Equip 
Other Work Equip - 

40C 8.0 
210C 7.0 
340C 12.0 
540C 15.0 

4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 

. 16 
17 
18 
19 
20 
21 
22 
23 
2 1  
25 
26 

.e 30 

31 
32 
33 
34 
35 
36 
37 
38 
39 
10 
41 
32 
43 
44 
45 
46 
47 
48 

Furniture 
Ofc Support Equip 

130C 15.0 
430C 11.5 

Corp Comm Equip 
Gen Purpose Comp. Other 
G P Comp, Data Cont & Wrksta 

718C 7.0 
530C 5.0 
630C 5.0 

Analog Elec Switch 
Digital Elec Switch 

77c  3.3 
377c 10.0 

Operator Systems 117C 10.0 

Radio 67C 9.0 

Digital Circ - DDS 
Digital Circ - Pair Gain 
Digital Circ - Other 
Analog Circ - Pair Gain 
Analog Circ - Other 

l57C 8.0 
257C 9.0 
357C 9.0 
457C 7.8 
57C 7.8 

Large PBX 
Other Terminal Equip 

158C 6.0 
378C 6.0 

IC 33.0 
12c 13.0 
22c 11.0 
812C 20.0 
822C 20.0 
1 5 c  14.0 
815C 20.0 
5 c  12.0 
85C 20.0 
6C 14.0 
86C 14.0 
52C 20.0 
852C 20.0 

Poles 
Aerial Ca - Metal - Bldg Enter 
Aerial Ca - Metal 
Aerial Ca - Fiber - Bldg Enter 
Aerial Ca - Fiber 
Buried Ca - Metal 
Buried Ca - Fiber 
Underground Ca - Metal 
Underground Ca - Fiber 
Submarine Ca - Metal 
Submarine Ca - Fiber 
INTA Bldg Ntwk Ca - Metal 
INTA Bldg Ntwk Ca - Fiber 

- 

4c 55.0 Conduit Systems - - 

Timestamp: 3/1/99 5:32:0 Deflt PM 

Rate of Return (COW Cost of Money) = Input 
Life Years = Input 

. ... 
= (Income Tax Rate / (  1 - Income Tax IL?te)) (1 - ((Debt Ratio Debt Interest Rate) / COW) 
Salvage = Input 

Adjusted Investment = (1 - Net Salvage) * Investment 
000214 

Calculations rounded to four (4) decimal places. 

Source: BellSouth’s Capital Cost Calculator 



CAPITAL COST MODEL CAL ATlONS - Page 2 
10/11/99 w e 

ACFC Tax 
0.0443 
0.0547 

0.0377 
0.0345 
0.0352 
0.036 I 

0.0380 
0.0361 

0.0365 
0.035 1 
0.035 I 

0.0371 
0.0348 

0.0348 

0.0336 

0.0349 
0.0346 
0.0346 
0.0339 
0.0339 

0.0347 
0.0357 

0.0342 
0.0332 
0.0332 
0.0353 
0.0353 
0.0345 
0.0365 
0.0337 
0.0364 
0.0349 
0.0349 
0.0360 
0.0360 

0.045 1 

- FRC Depreciation 
1oc 0.0222 
20c 0.0000 

ACFC COM 
0.0912 
0.1125 

0.0777 
0.07 I1 
0.0725 
0.0743 

0.078 1 
0.0713 

0.0752 
0.0723 
0.0723 

0.0763 
0.07 16 

0.07 16 

0.0692 

0.0719 
0.0712 
0.0712 
0.0698 
0.0698 

0.07 14 
0.0735 

0.0703 
0.0683 
0.0683 
0.0728 
0.0728 
0.07 10 
0.0752 
0.0693 
0.0748 
0.0718 
0.0718 
0.0741 
0.074 1 

0.0929 

Number Description Can Exn 
0.1577 
0.1672 

1 

e 4 

5 
6 
7 
8 
9 
10 
I1 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
21 
25 
26 

8 30 

31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

Buildings 
Land 

40C 0.1050 
240c 0.1429 
340C 0.0833 
54OC 0.0667 

Motor Vehicles 
Spc Purpose Ve'hcles 
Garage Work Equip 
Other Work Equip - 

0.2204 
0.2485 
0.1911 
0.1771 

130C 0.0600 
130C 0.0826 

Furniture 
Ofc Support Equip 

0.1761 
0.1930 

C o p  Comm Equip 
Gen Purpose Comp, Other 
G P Comp, Data Cont & Wrksta 

718C 0.1286 
530C 0.2000 
630C 0.2000 

0.2403 
0.3074 
0.3074 

Analog Elec Switch 
Digital Elec Switch 

77C 0.3030 
377c 0.1000 

0.4164 
0.2064 

Operator Systems 117C 0.1000 0.2064 

Radio 67C 0.1167 0.2 195 

Digital Circ - DDS 
Digital Circ - Pair Gain 
Digital Circ - Other 
Analog Circ - Pair Gain 
Analog Circ - Other 

157C 0.1225 
257C 0.1111 
357c 0.1111 
457C 0.1321 
57C 0.1321 

0.2293 
0.2170 
0.2 170 
0.2358 
0.2358 

Large PBX 
Other Terminal Equip 

158C 0.1667 
378C 0.1583 

0.2728 
0.2675 

Poles 
Aerial Ca - Metal - Bldg Enter 
Aerial Ca - Metal 
Aerial Ca - Fiber - Bldg Enter 
Aerial Ca - Fiber 
Buried Ca - Metal 
Buried Ca - Fiber 
Underground Ca - Metal 
Underground Ca - Fiber 
Submarine Ca - Metal 
Submarine Ca - Fiber 
lNTA Bldg Ntwk Ca - Metal 
INTA Bldg Ntwk Ca - Fiber 

Conduit Systems 
. -  

IC 0.0171 
12C 0.0811 
22c 0.0814 
812C 0.0570 
822C 0.0570 
45C 0.0764 
845C 0.0535 
5 c  0.0900 
85C 0.0540 
6C 0.0750 ' 

86C 0.0750 
52C 0.0550 
852C 0.0550 

0.1516 
0.1829 
0.1829 
0.1651 
0.1651 
0.1819 
0.1652 
0.1930 
0.1652 
0.1816 
0.1816 
0.1652 
0.1652 

4c 0.0200 0.1580 

Timestamp: 3/1/99 5:32:01 PM Deflt 

Depreciation = Adjusted Investment / Life Years 
C COM = (Investment * N P )  - Depreceiation 
C Income Tax = ACFC COM * Phi e apital Espense = Depreciation + ACFC COM + ACFC Income Tax 

000215 
Calculations rounded to four (4) decimal places. 

? Source: BellSouth's Capital Cost Calculator 
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Labor Rates 
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SUMMARY 

430X CO Install 8 Mtce Field - Switch Eq 7-15-98 $ 44.88 ; $ 53.66 7-15-98 
7-15-98 $ 42.88 $ 51.21 7-i5-98-' 

_ _ _  _______- RW 
RW 431X 
RW 431XB CO I8M Field, Basic Time - Ckt 8 Fac ~ 7-15-98 $ 41.24 $ 49.12 7-15-98. 

._ 
CO Install 8 Mtce Field - Ckt 8 Fac --. - __ 

_- _ _  -- -.-- -__- 
7-15-98 $ 43.55 $ 57.55 7-15-98 
7-15-98 $ 43.55 $ 57.55 7-15-98 
7-15-98 $ 43.55 $ 57.55 7-15-98 
7-15-98 $ 43.55 $ 57.55 7-15-98 
7-15-98 $ 37.80 $ 49.23 7-15-98 
7-15-98 $ 37.80 $ 49.23 7-15-98 
7-15-98 $ 37.80 $ 49.23 7-15-98 
7-15-98 $ 35.77 $ 47.47 7-15-98 

RW 4PXX Proactive AnalysidRepair Ctr (PAR) 7-15-98 $ 35.77 $ 47.47 7-15-98 

- . - RW 4331 Trunk 8 Carrier Group (TCG) 
RW 4342 Trunk 8 Carrier,Group (TCG) 
RW 473X Trunk 8 Camer Group (TCG) 
RW 4N5X Trunk 8 Carrier Group (TCG) 

RW 4341 Network Reliability Center (NRC) . ... 

RW 
RW 4332 Proactive AnalysislRepair Ctr (PAR) 

- -. - -- 
- - __. .___ - 

__ . - 
- . . - .- . - -. _ . . - -_ . .. _. -_-- 

RW 4330 Network Reliability Center (NRC) .......... - - - 
_ - -. -. ___ 

-- 4LXX Network Reliability Center (NRC) _____ -. 

-- ___ . - - . -- - 

7-15-98 $ 37.06 $ 44.30 7-15-98 
7-15-98 $ 37.06 $ 44.30 7-15-98 
7-15-98 $ 38.31 $ 50.84 7-15-98 

- RW 470X Circuit Provisioning Group (CPG) 
RW 4N4X Circuit Provisioning Group (CPG) 
RW 471X Acc Cust Advocate Cntr (ACAC) 
RW 471XB AccCust A- 7-15-98 : $ ~ - .  37.09 $ 49.11 __ 7-15-98 

- - _- . .  -- 
-__ ____- . ._ - _ . ~ . - _ _ _  

_ _ ~  _ _ _ _  . 
.. RW 471 XO Acc Cust Adv Cntr, OT (ACAC) 7-15-98 $ 46.99 $ 63.20 7-15-98 - 

RW 471XP Acc Cust Adv Cntr, Prem Time (ACAC) : 7-15-98 $ 56.88 $ 77.30 _____ 7-15-98 
- Acc Cust Advocate Cntr (ACAC) RW 

RW 472X Equip Bill Accuracy Cont (EBAC) 
RW 4N3X .Equip Bill Accuracy Cont (EBAC) 

7-15-98 $ 38.31 ' $ 50.84 7-15-98 
7-15-98 $ 38.56 $ 49.80 7-15-98 
7-15-98 $ 38.56 , $ 49.80 7-15-98 

RW 48% Business Repair Center (BRC) 7-15-98 $ 39.11 $ 52.05 7-15-98 

- -_ - 
____ __ ._ 4AXX - 

-.-___.--- -- .- 

-- 

RW 4RXX Residence Repair Center (RRC) 7-15-98 ti 34.89 $ 45.85 - 7-15-98 
RW 4WXX Work Management Center (WMC) 7-15-98 ' $ 34.37 ~ $ 45.51 7-15-98 

30XX Land And Buildings (FG10) 7-15-98 $ 67.04 $ 77.48 7-15-98 
350X Land And Buildings (FG10) I 7-15-98 $ 67.04 $ 77.48 7-15-98 

RW 31% Ntwk 8 Eng Planning (FG20) ' 7-15-98 , $ 56.20 $ 74.52 7-15-98 
j 7-15-98 j $ 56.20 I $ 74.52 7-15-98 

___ - RW 
RW 

RW Planning (FG20) 
, Ntwk 8 Eng Planning (FG20) RW 

- 
--.___- 

34XX Ntwk 8 Eng - 
7-15-98 ' $ 56.20 ' $ 74.52 7-15-98- 

______ 
3AXX 
. 
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SUMMARY 

__- 
RW FRWSlO FinancelRegualtory Wage Scale 10 7-15-98 $ 30.78 $ 41.59 7-15-98 
RW FRWS16 FinancelRegulatory Wage Scale 16 7-15-98 $ 32.39 $ 43.82 7-15-98 

laborrat.xls 

000225 
10/12/99 1:49 PM 
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TELRIC SUMMARY 

r 

7-1 5-98 - _____--- - ---- --- -- -___ 1998 - 2000 TELRIC LABOR RATES 
-- -- 

- - 
JFC REGIONAL REFERENCE ~ - ~ -  _ PLANT WORK CENTERS 

e 

55.17 TELRIC DETAIL H13 

60.14 TE%C DETAIL H15 

-- 
ADDRESS 8 FACILITf INVENTORY (AFIG) 
INSTALL & MTCE - POTS 410X $ 

OUTSIDE PLANT CONSTRUCTION (OSPC) 420X 421X $ 

400X 4M1X 

INSTALL & MTCE -SPEC SVCS (SSIM) 411X __ 

- - - - . - . - - - - _ SYSTEMS DESIGNER NOT APPLICABLE _ _  __ 
91.40 TELRIC DETAIL H83 
84.04 TELRIC DETAIL H84 

SERVICE CONSULTANT NOT APPLICABLE $ 61 16 TELEC DETAIL H85 

---_ -. . -___ ___ WITH SALES COMPENSATION $ 

WITHOUT SALES COMPENSATION $ 
-- 

-______ -- -- 

OUTSIDE PLANT ADMIN CENTER (OPAC) 424X $ 46.39 TELRIC - DETAIL H16 
422X423X425X426X $ 

53.66 TELRIC DETAIL H18 

46.13 TELRIC DETAIL H20 

CO INSTALL & MTCE FIELD - SWITCH EQUIP 430X $ 

CO INSTALL & MTCE FIELD - CIRCUIT & FAC $ 
- 

431X t RECENT CHANGE LINE  TRANSLATION^ (RCMAG) 4321 4N1X $ 

I SWITCH 8 TRUNK BASED TRANSLATIONS 4320 4N2X $ .  54.24 TELRIC DETAIL H21 
CO INSTALL. MTCE 8 ADMIN - SOFTWARE 432243234324 $ 59.73 TELRIC DETAIL H22 

TRUNK 8 CARRIER GROUP (TCG) 4331 4342 473X 4N5X $ 57.55 - TELRIC -- DETAIL H23 

PROACTIVE ANALYSIS & REPAIR CTR (PAR) 4332 4PXX $ 47.47 TELRIC DETAIL H25 

-_____-- 
RELIABILITY CENTER (NRC) 4330 4341 4LXX $ 49.23 TELRIC DETAIL - ______ 

44.30 TELRIC DETAIL H26 CIRCUIT PROVISIONING GROUP (CPG) 470X 4N4X $ 

50.84 TELRIC DETAIL H27 471X 4AXX $ 
49.80 TELRIC DETAIL-28 $ 47W 4N3X 

$ 52.05 TELRIC DETAIL H29 4BXX 
$ 45.85 TELRIC DETAIL I h O  4Rxx 

45.51 TELRIC DETAIL a31 

_.. - _ _- __- __I- ~ -_______- 
. _-.__ _. __. -- 

.. .- - - __ - _ _  . . _ _  EQUIPMENT BILLING ACCURACY CONT (EBAC) 

.___-__ -_ - . __ 
_ _ _ _ ~  __-__. - -. .. - ______ 

- __.--. - . - . _- WORK MANAGEMENT CENTER (WMC) 4 W  401X $ - _--_______ ~ _ _ . _ _ _ _ . - - _ _ _ - -  

-. - _ __ 

__~___-__  . _.____ -. _- 
REGIONAL 

~ .___ . 
ENGINEERING FORCE GROUPS J E  

- ______ 
77.48 TELRIC DETAIL H43 __ - ___ -- -. - - _ _  - LAND AND BUILDINGS (FG10) 30XX 350X $ -- ___ 

NETWORK & ENGINEERING PLANNING IFG20) 31XX 34XX 3AXX 3BXX $ 74.52 TELRlC DETAIL i 4 2 1  
$ 44.42 TELRIC DETAIL H45 

$ 
~ ___-_-__ __ _ _  . - _. - 341X 3 A w  

32XX 356X 
_____ NETWORK PLUG-IN ADMINISTRATION (PICS) ____  . . - _- 

65.62 TELRIC DETAIL - __ .- _. _______ - OUTSIDE PLANT ENGINEERING (FG30) t . -. ___ . . -_ __- 

JFC REGIONAL COST GROUPS __ _- - -- t--- 
$ 55.99 TELRIC DETAIL H56 1200 

2300 $ 

POTS OPERATOR 2120 $ 40.34 F L R l C  DETAIL H58 

- 
- - ICSC/LSCS 

I 36.61 TELRIC DETAIL H59 DIRECTORY ASSISTANCE OPERATOR 2940 $ t COIN COLLECTOR 2600 $ 48.49 TELRIC DETAIL H60 
- - 

I COLLECTIONS REP - RESIDENCE 2E40 $ 47.41 TELRIC DETAIL H61 
46.42 TELRIC DETAIL H62 

____-____ 
- 2840 $ 

BUS OFC SVC REP - RESIDENCE 2E50 2E70 $ 50.87 TELRIC DETAIL H63 
50.29 TELRIC DETAIL H64 
52.81 TELRIC DETAIL H65 

BUS OFC SVC REP - BUSINESS 2850 2870 $ 

COMPTROLLERS CLERICAL 1240125012601270 $ 

NETWORK SERVICES CLERICAL 2700 2730 $ 

ACCOUNT EXECUTIVE NOT APPLICABLE 

- .- 

._ 

I 100.26 TELRIC DETAIL H80 
COMPENSATION 81.45 TELRIC DETAIL H81 

____- WITH SALES COMPENSATION . $  

1aborrat.xls 10/12/99 1 :49 PM 



TELRIC IT PB SUM 

I 7-1 5-98 I 
I 1998 - 2000 TELRIC LABOR RATES I 

.- .. ___ -. .- I- 

I F S T l T  HOURLY RATE REFERENCE 

I - -1 
IPAY BAND 54 $ 38.59 ' TELRIC IT PB DETAIL H11 I 
PAY BAND 55 $ 54.63 TELRIC IT PB DETAIL H I 2  

62.23 

64.71 

TELRIC IT PB DETAIL H13 PAY BAND 56 $ 

TELRIC IT PB DETAIL HI4  PAY BAND 57 $ 

PAY BAND 58 $ 71.09 TELRIC IT PB DETAIL HI5  

__ 
- - 

PAY BAND 59 $ 78.66 TELRIC IT PB DETAIL H I 6  
~~~ ~~ 

PAY BAND 60 $ 87.80 TELRIC IT PB DETAIL H17 

PAY BAND 61 $ 96.18 TELRIC IT PB DETAIL H18 
WAGE SCALE 10 $ 47.07 TELRIC IT PB DETAIL H I 9  

____ 

_- - 

IWAGE SCALE 14 $ 48.41 TELRIC IT PB DETAIL H20 I 
~ ~~ 

49.31 
50.00 

TELRIC IT PB DETAIL H21 $ 

TELRlC IT PB DETAIL H22 WAGE SCALE 18 $ 

WAGE SCALE 32 $ 59.06 TELRIC IT PB DETAIL H23 

._ __. ._____- 
WAGE SCALE 16 

- -. 

laborrat.xls 
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a TELRIC MKTG PB S U M  
0 

- 7-1 5-98 ~- - 
-- 1998 - 2000 TELRIC LABOR RATES - 

- 
-_ BST MARKETING HOURLY RATE REFERENCE 

TELRIC MKTG PB DETAIL H1 t PAY BAND 56 $ 
PAY BAND 57 $ 60.44 TELRIC MKTG PB DETAIL H12 
PAY BAND 58 $ 66.52 TELRIC MKTG PB DETAIL H I3  

- 
57.96 -_ 

-- 

$ 74.38 TELRIC MKTG PB DETAIL H14 
$ 91.91 TELRIC MKTG PB DETAIL HI5  

[WAGE SCALE IO $ 42.81 TELRIC MKTG PB DETAIL H I6  

laborrat.xls 

. -  
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0 
TELRIC NTWK PB SUM 

e 

PAY BAND 58 $ 67.53 TELRIC NTWK PB DETAIL H I  3 

TELRIC NTWK PB DETAIL HI4  PAY BAND 59 $ 
PAY BAND 61 $ 92.57 TELRIC NTWK PB DETAIL HI5  

75.09 - 

~ 

7-1 5-98 -__ . - _ _  
- 1998 - 2000 TELRIC LABOR RATES __-___ 

BST NETWORK HOURLY RATE REFERENCE 
- 

]PAY BAND 56 $ 58.67 TELRIC NTWK PB DETAIL H I  1 

]PAY BAND 57 $ 61.15 I TELRIC NTWK PB DETAIL H I 2  

IWAGE SCALE i o  $ 43.55 TELRIC NTWK PB DETAIL H I6  

laborrat.xls 
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TELRIC FINANCE PB SUM 

BST FIN ANC€/REG U LATORY HOURLY RATE REFERENCE 

PA! BAND 56 $ 56.72 TELRIC FINANCE PB DETAIL H11 
PAY BAND 57 $ 59.18 TELRIC FINANCE PB DETAIL H12 

TELRIC FINANCE PB DETAIL H 1 3  
PAY BAND 59 $ 73.13 TELRIC FINANCE PB DETAIL H14 

PAY BAND 61 $ 90.63 TELRIC FINANCE PB DETAIL H15 
WAGE SCALE 10 $ 41.59 TELRIC FINANCE PB DETAIL H16 
WAGE SCALE 16 $ 43.82 TELRIC FINANCE PB DETAIL H17 

._ 

65.57 - PAY BAND 58 $ 

- __  
- 

. -  

laborrat.xls 
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e TELRIC SECURITY SUM e 

_. -_ 
OVERTIME $ 68.59 SECURITY ICSC LCSC 826 

P 

- ._ 
7-1 5-98 _- _I_- 

SECURITY ESCORT 

- 

_________ -- . - - - .- I --- 
REFERENCE - 1998 - 2000 TELRIC -- 

- ACAC - - 
BASIC $ 49.11 ' SECURITY ACAC 615 

~~~ -~ ~ 

SECURITY ACAC 
SECURITY ACAC 837 

OVERTIME $ 63.20 

PREMIUM $ 77.30 

COlM - CIR 8 FAC -- 
BASIC $ 49.12 SECURITY COIM-CIR&FAC 615 
OVERTIME $ 62.90 SECURITY 

PREMIUM 76.68 SECURITY COIM-CIR&FAC 637 
___I_ 

$ ___- 

55.52 SECURITY ICSC 
lCSClLCSC - .. 

BASIC $ 

laborrat .xis 
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DIR ASSG SUM 

0 '  
. 1998 - 2000 DIRECTLY ASSIGNED LABOR RATES 7-1 5-98 . .  - . - _ _ ~ _ _ _ _ _  ~- . . .  _ -  . - 

.. _..__ _____-- -.---- -- - -- _ _  . . - 
JFC REGIONAL REFERENCE -___--_.___ ...-__._---_.-____ PLANT WORK CENTERS .............. - -. . __ ..  -_ 

. - .. . -- _- 
DIR ASSG DETAIL F10 ADDRESS 8 FACILITY INVENTORY (AFIG) 400X 4M1X $ 33.90 

INSTALL 8 MTCE - P O T S  410X $ 41.00 DIR ASSG DETAIL F12 
INSTALL 8 MTCE- SPEC svcs (SSIM) 411X 16 44.45 DIRASSG DETAIL F13-- 

DIR ASSG DETAIL F14 OUTSIDE PLANT CONSTRUCTION (OSPC) 420X 421 X $ 45.05 

DIR ASSG DETAIL F15 
CABLE REPAIR TECHNICIAN (CRT) 42W423X425X426X $ 46.96 DIR ASSG DETAIL F16 
CO INSTALL 8 MTCE FIELD - SWITCH EQUIP 430X $ 44.88 DIR ASSG DETAIL F17 
CO INSTALL 8 MTCE FIELD - CIRCUIT & FAC 431X $ 42.88 DIR ASSG DETAIL F18 
RECENT CHANGE LINE TRANSLATIONS IRCMAG) 4321 4N1X $ 38.86 DIR ASSG DETAIL F19 

_______ -- - -- 

__.  -- 

- _. __ 
-_ .OUTZ~DE PLANT ADMIN CENTER (OPAC) 424X $ 34.41 

I_ _._I_-.----- - 
______ 

________ 

45.34 ' DIR ASSG DETAIL F20 
CO INSTALL, MTCE & ADMlN - SOFTWARE 4322 4323,4324 $ 49.48 DIR ASSG DETAIL F21 
TRUNK 8 CARRIER GROUP (TCG) 4331 4342 473X 4N5X $ 43.55 DIR ASSG DETAIL F22 

NETWORK RELIABILITY CENTER (NRC) 
DIR ASSG DETAIL F24 

CIRCUIT PROVISIONING GROUP (CPG) 470X 4N4X $ 37.06 DIR ASSG DETAIL F25 

DIR ASSG DETAIL F27 EQUIPMENT BILLING ACCURACY CONT (EBAC) 47W 4N3X $ 38.56 

DIR ASSG DETAIL F28 BUSINESS REPAIR CENTER (BRC) 4BXX $ 39.1 1 

34.89 DIR ASSG DETAIL F B  
DIR ASSG DETAIL F a  34.37 

-- sVV~TCH 8 TRUNK BASED TRANSLATIONS 4320 4NW $ ________ 
____ _- 

- - ~ ~ _ _  . - -_ 
4330 4341 4LXX $ 37.80 I DIR ASSG DETAIL F23 --____-.- . __ ..... .. 

____ -~ PROACTIVE ANALYSIS & REPAIR CTR (PAR) 4332 4PXX $ 35.77 

ACCESS CUSTOMER ADVOCATE CENTER (ACAC) 471X 4AXX $ 38.31 DIR ASSG DETAIL FX 

.... - __ 
-- . --- 

___________ __ - --.__----___.__ 

- ....... -. ___ 
-- - ... ___- __ 

~ ---_._.__- RESIDENCE REPAIR CENTER (RRC) 4Rxx $ 

WORK MANAGEMENT CENTER (WMC) 4WXX 401 X $ 
. ___. ..... . 

-_ __--- - ........ . . . .  .. - -. __ -. -. __ 

ENGINEERING FORCE GROUPS JFC REGIONAL REFERENCE 
........ ___....__--- .............. -.. ..... --. . .  

. . . . . . . . . . . . . . . . . . . . . .  ___ ..................... __ 
LAND AND BUILDINGS (FG10) 30XX 350X $ 67.04 DIR ASSG DETAIL F37 
NETWORK & ENGINEERING PLANNING (FG20) 31XX 34XX 3AXX 3BXX $ 56.20 DIR ASSG DETAIL F38 
NETWORK PLUG-IN ADMINISTRATION (PICS) 34 1 X 3A2X 16 36.96 ' DIR ASSG DETAIL F39 

........................... _ _  
-___---- -- _. ................... __-.-_---- 

___.- ................... 
DIR ASSG DETAIL F40 - - __ ___ ........ . .... .... 

OUTSIDE PLANT ENGINEERING ( ~ ~ 3 0 )  32XX 356X 16 47.97 ___. . . . . . .  .. -- -___- 
____ . . . . . . . . . . . . . . .  

REGIONAL REFERENCE COST GROUPS .. . .  . 
_ _ _ . _ ~  ._ -. 

J X  ____ - .  _. ._ 

__- --- .. . --- -.__.- 
DIR ASSG DETAIL F49 - -. - __  CABS ACCOUNTING 1200 $ 43.32 

CUSTOMER POINT OF CONTACT - ICSC/LSCS 
__I_- .. . . . . . .  ...... . .  .___ .... .  ._ .. ___ 

$ 44.86 DlR ASSG DETAIL F50 ________ __-. ____ ___ 2300 
DIR ASSG DETAIL F51 2120 $ 32.58 

OPERATOR 2940 $ 29.69 DIR ASSG DETAIL F52 

- __ . -. _._ 

__ - - ___ - ... .  .. .... 

DIR ASSG DETAIL F53 COIN COLLECTOR 2600 $ 35.83 
COLLECTIONS REP - RESIDENCE 2E40 : $  35.30 : DIR ASSG DETAIL F54 

DIR ASSG DETAIL F55 COLLECTIONS REP - BUSINESS 2840 $ 
DIR ASSG DETAIL F56 BUS OFC SVC REP - RESIDENCE 2E50 2E70 $ 

BUS OFC SVC REP - BUSINESS 2850 2870 $ 37.39 DIR ASSG DETAIL F57 

COMPTROLLERS CLERICAL 1240 1250 1260 1270 $ 40.86 ' DIR G T G  DETAIL F58- 

NETWORK SERVICES CLERICAL 2700 2730 I $  37.19 
ACCOUNT EXECUTIVE NOT APPLICABLE 

WITH SALES COMPENSATION $ 73.78 
WITHOUT SALES COMPENSATION $ 

_- -- . 

. . - 
34.65 ~ 

37.73 ~ 

.- 

- . -_ . __- 

... - _- 
DIR ASSG DETAIL F59 ___ _ - - .- __I_ 

-- - - -- -. - 
DIR ASSG DETAIL F61 
DIR ASSG DETAIL F62 
- __ -.____-- __ ~- 

59.93 I - .- __- i ._ . .- 

_. __ SYSTEMS DESIGNER NOT APPLICABLE ______ 
: $  67.26 j DIR ASSG DETAIL F64 WITH SALES COMPENSATION 

61.84 ' DlRzSSG DETAIL F65 $ WITHOUT SALES COMPENSATION . .. . .  

SERVICE CONSULTANT NOT APPLICABLE $ .  45.01 DIR ASSG DETAIL F66 

- 
- 

_. . - ___ 
................... . .- 

000232 
laborrat.xls 10/12/99 1:49 PM 



0 
DIR ASSG IT PB SUM 

e 
7-1 5-98 -- ____-- - _____-- -- 

_____ - 1998 - 2000 DIRECTLY ASSIGNED LABOR RATES - 
_. 

__- 1998 - 2000 

DIRECTLY - 

--- BST IT ASSIGNED REFERENCE 

__ 
DIR ASSG IT PB DETAIL E10 PAY BAND 54 $ 38.59 

PAY BAND 55 $ 40.53 DIR ASSG IT PB DETAIL E l  1 
PAY BAND 56 $ 46.03 DIR ASSG IT PB DETAIL E12 

DIR ASSG IT PB DETAIL E13 PAY BAND 57 $ 
PAY BAND 58 $ 52.44 DIR ASSG IT PB DETAIL E14 

DIR ASSG IT PB DETAIL E15 $ 57.92 PAY BAND 59 
$ 64.53 DIR ASSG IT PB DETAIL E16 PAY BAND 60 
$ 70.60 DIR ASSG IT PB DETAIL E17 PAY BAND 61 

DIR ASSG IT PB DETAIL E18 $ WAGE SCALE 10 
$ 36.02 DIR ASSG IT PB DETAIL E19 WAGE SCALE 14 
$ 36.68 DIR ASSG IT PB DETAIL E20 GAGE SCALE 16 

WAGE SCALE 18 $ 37.18 DIR ASSG IT PB DETAIL E21 

WAGE SCALE 32 $ 43.73 DIR ASSG IT PB DETAIL E22 

- 

- -. 

47.82 ____ -. 

_- - 

..__ - -_ 
-_ -̂ _- 

___ 
35.06 - ~- 

- 

~ - -  
___ - 

- - -  
- 
- - 

la borrat.xls 
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a DIR ASSG NTWK PB SUM 
e 

F A Y  BAND 58 $ 50.31 DIR ASSG NTWK PB DETAIL E l  2 

DIR ASSG NTWK PB DETAIL E13 PAY BAND 59 $ 

DIR ASSG NTWK PB DETAIL E14 PAY BAND 61 $ 68.43 
WAGE SCALE 10 $ 32.96 DIR ASSG NTWK PB DETAIL E15 

_ _ _  55.78 I _- _-___ 
.- __ ---- 

7-1 5-98 

-_--  - 1998 - 2000 DIRECTLY ASSIGNED LABOR RATES - I- 
1998 - 2000 

- DIRECTLY 
BST NETWORK ASSIGNED REFERENCE 
- --- 

$ 43.90 DIR ASSG NTWK PB DETAIL E10 
$ 45.69 DIR ASSG NTWK PB DETAIL E l  1 

. -  

000235 
labortat.xls 10/12/99 1:49 PM 
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DIR ASSG FIN PB S U M  
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e SECURITY DIR ASSG SUM 
e 

~ ~~~ 

. .. .. 
7-1 5-98 ______ ____ .. _. . SECURITY ESCORT 

.. . _ _  
I - . . . . __ . .- _ -. __ -__ 

1998 - 2000 I 

I -- 
DIRECTLY ASSIGNED REFERENCE 

- I 
_ _  4CAC 

BASIC $ 37.09 ' SECURITY DIR ASSG ACAC 812 

OVERTIME $ 46.99 , SECURITY DIR ASSG ACAC 821 

PREMIUM $ 56.88 SECURITY DIR ASSG ACAC 830 ---- 

- 201M - CIR & FAC 
BASIC $ 41.24 SECURIN DIR ASSG COIM-CIR&FAC 812 
~ ~~ __--- 

52.06 
62.88 

SECURITY DIR ASSG COIM-CIR&FAC 821 
SECURITY DIR ASSG COIM-CIR&FAC 830 

- - . . - - OVERTIME $ 

PREMIUM $ 
-. . . - - 

-. - . . ... __ - - . - 

__ - ~_ - -- - 
-. . . _ _ _  CSClLCSC 

. , - .  .._ ... ---___- 
44.00 SECURITY DIR ASSG ICSC LCSC 812 

. .. . -_ -. BASIC $ 
OVERTIME $ 53.06 SECURITY DIR ASSG ICSC LCSC 821 - 

SECURITY DIR ASSG ICSC LCSC 830; PREMIUM $ 

__ -- 

-. __ _.. . -___ - 
62.1 1 - - 

000237 
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. 

e SHARED LABOR FACTOR 

0 3080 
DIRECTORY ASSISTANCE OPERATOR 0 3080 

0 4432 
0 4432 

COLLECTIONS REPRESENTATIVE - BUS 0 4432 
BUSINESS OFFICE SERVICE REP - RES 0 4432 
BUSINESS OFFICE SERVICE REP - BUS 0 4432 
COMPTROLLERS CLERICAL 0 4432 
NETWORK SERVICES CLERICAL 0 4851 

ACCOUNT EXECUTIVE I 

WITH SALES COMPENSATION 0 4432 
WITHOUT SALES COMPENSATION 0 4432 

WITH SALES COMPENSATION 0 4432 
WITHOUT SALES COMPENSATION 0 4432 

SERVICE CONSULTANT 0 4432 

0 4859 

POTS OPERATOR - 

COIN COLLECTOR ~- 
COLLECTIONS REPRESENTATIVE - RES -- 

SYSTEMS DESIGNER I 

OTHER THAN IOT. COE 8 OSP 

SHARED LABOR FACTOR 

SHARED 
LABOR FACTOR 

-______- 
PLANT WORK CENTERS - . 

ADDRESS 8 FACILITY INVENTC ~ 

WORK MANAGEMENT CENTER (WM-, . - . W . 7 "  I .  

INSTALLATION 8 MTCE - POTS 
INSTALLATION 8 MTCE - SPEC SVCS (SSIM) 
OUTSIDE PLANT CONSTRUCTION (OSPC) 
OUTSIDE PLANT ADMIN CENTER (OPAC) 
CABLE REPAIR TECHNICIAN (CRT) 
CO INSTALL 8 MTCE FIELD - SWITCH EQUIP 
CO INSTALL 8 MTCE - CIRCUIT 8 FACILITY 
RECENT CHANGE LINE TRANS (RCMAG) 
SWITCH 8 TRUNK BASED TRANSLATIONS 
CO INSTALL, MTCE 8 ADMIN - SOFTWARE 
TRUNK 8 CARRIER GROUP (TCG) 
NETWORK RELIABILITY CENTER (NRC) 

0 4812 
0 4812 
0 4812 
0 4812 
0 4812 
0 2734 
0 2734 
0 2734 
0 2734 
0 2734 
0 4528 
0 4266 

R IACAC) il A7A'i 

0.426€ 
0.4266 
0.426€ 

___- ____ INEERING FORCE GROUPS 

0.2071 
0.4266 
0.2734 
0.4813 

- ___ 
. 

-_ 
__ - 

~ 

-___- 
COST GROUPS 

~ 

CARRIER ACCESS BILLING SYSTEM (CABS) 
CUSTOMER POINT OF CONTACT - ICSClLCSC 

0.4432 
0 4432 

000238 
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e 
INFL FACTOR 

-. - 
1998 - 2000 TELRIC INFLATION RATE 

LANT AND COST GROUPS 

1998 - 2.8% 1.028000 _- 
- 

1999 - 3.0% 1.058840 (1.028000'1.030) 

2000- 3.2% 1.092723 (I .058840*1.032) . .- 

-- - _-- 
1.059854 

_ . _ _ _ ~  
3.179563 13 = 

-~ _____.- -- 

__ _____- ~ 

- - 
NGINEERING COST GROUPS _ _ -  

___ - 
~ 

__ __ 1998- 28% 1.028000 ~- 
~ - -  ------------ 

1999 - 3.0% 1.058840 (1.028000'1.030) . 

_- ___- -- 
2000 - 3.2% 1.092723 (1.058840'1.032) ~ . -  

~ _ _ _  - 
1 .OS9854 - 

3.179563 ' I 3  = 
__- - 

4S OF 9-97 - 
;OURCE: BELLSOUTH REGION TELEPHONE PLANT INDEXES 
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e AFlG 0 

- _______ -- _.________ 

- _ _  - __- 
IN FLATION FACTOR:* I .027 

STATE: REGION 
FG/FSG: ADDRESSAND FAClL lN INVENTORY 

_- 
~ 

WCT: AFlG 
JFC: 400X OR 4M1X - 

- -- 
1996 1997 ~- -__ - 

CLASS I FI E D CLASSIFIED 
1996 HOURLY COST HOURLY COST 

_I -- -- 
jC'B3) 

_I-_- -- 
COMPONENT DOLLARS** IBlB32) ____ 

.________ DIRECT LABOR-PRODUCTIVE __I.- $20,767,037.17 $15.97 $16.40 .. 

DIRECT LABOR-PREMIUM $696,625.21 $0.54 $0.55 

$0.74 D~RECT LABOR-OTHER EMP $934,334.70 $0.72 . 

DIRECT LABOR-ANN PD ABS $2,983,591.45 $2.29 $2.36 

$4.18 DIRECT ADMINISTRATION $5,292,146.29 $4.07 

$24.23 TOTAL DIRECT LABOR 
$0.41 $0.42 $533,163.49 

DIRECT LABOR-OTH COST-BC $0.00 $0.00 $0.00 

$0.00 $0.00 OTHER TOOLS-SALARIES $0.00 

$0.00 $0.00 OTHER TOOLS-BENEFITS $0.00 

$0.00 $0.00 $0.00 OTHER TOOLS-RENTS 
$0.00 $0.00 OTHER TOOLS-OTHER $0.00 

$0.00 $0.00 MOTOR VEHICLES-SALARIES $166.13 

$0 .oo $39.65 $0.00 MOTOR VEHICLES-BENEFITS 
MOTOR VEHICLES-RENTS $15.64 $0.00 ' $0.00 
MOTOR VEHICLES-OTHER $1,202.92 $0.00 $0.00 
B EN EFlTS $9,286,366.89 $7.14 $7.33 

__-________ 

______ ___ 

______ $30,673,734.82 $23.59 
_. . - -- 

. . DIRECT - ___ LABOR-OTHER COST __ 

_______ ~ _ _ _ ~  . __-. 

.- . . ... .. -. . . .. - __ ____-..- 

-. ___ ._ -. _. . ._ -. ___ __ - 
_. . - - __ . - __ , - - 

__ .- - -. . -- __. -~ 

- ___ - . . - . - . - 
- -. .. -- __ ______.__ 

-_I 

______ 

__- 
TOTAL DIRECTLY ASSIGNED j $40,494,689.54 $31 . I4  $31.98 

TOTAL CLASSIFIED HOURS 
-- 

1,300,291 .OOl - 
j 

- 

-- _(__-- 'BELLSOUTH REGION TELEPHONE PLANT INDEXES ~ ! 

'*DATA EXTRACT FROM FINANCIAL PROCESSOR 

laborrat.xls 
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I&M POTS 

0.07 
0.1 1 
1.20 
7.69 

TOTAL DIRECTLY ASSIGNED $ 584,042,175.93 $ 37.67 $ 38.68 

TOTAL CLASSIFIED PROD HOURS 15,505,130.29i 

_ _  - - .. . - . 
MOTOR VEHICLES - BENEFITS $ 1,048,184.19 $ 0.07 $ - - - . . - 

____ __ MOTOR VEHICLES - RENTS $ 1,702,720.98 $ 0.11 $ 

$ 116,059,106.18 $ 7.49 $ 

- 
._ __ - - .- . . - ._ 

MOTOR VEHICLES - OTHER $ 18,096,258.31 $ 1.17 $ 

. - __ _. - .. __ 

1.027 

STATE: REGION 
AND MTCE - POTS 

1997 -_- -____ 1996 
CLASSIFIED CLASSIFIED 

1996 HOURLY COST HOURLY COST PMPONENT DOLLARS** /B/B32) ____ - 

19.41 - __ - _ _  - PRODUCTIVE $ 293,113,391.21 $ 18.90 $ 

DIRECT LABOR - PREMIUM $ 36,749,886.67 $ 2.37 $ 

DIRECT LABOR - OTHER EMPLOYEE $ 8,805,705.73 $ 0.57 !§ 

- ANNUAL PAID ABSENCE $ 35,490,861.81 $ 2.29 $ 

D IRECT ADMINISTRATION $ 41,092,889.82 $ 2.65 $ 

___ TOTAL DIRECT LABOR $ 415,252,735.24 I $ 26.78 $ 

__._____ _ _ _ - ~  
- - - 

..._____ 

. 

_ _ - ~  

.- - 

._ 
DIRECT LABOR - OTHER COSTS $ 9,915,902.30 $ 0.64 $ 

. __ _- -- - 
0.04 

DIRECT LABOR - OTHER COSTS - BC $ - $  - $  
- _ - - - . - - 
OTHER TOOLS - SALARIES $ 651,295.94 $ 0.04 $ 
. __ . -. _ __ _- - 

_. . - _ _  . 

1.13 
0.24 

_______ - ._ . - -. ___-- 

$ 200,032.46 $ 0.01 $ 

$ 480,665.55 $ 0.03 $ 

OTHER TOOLS - OTHER $ 17,063,990.60 $ 1.10 $ 

-. --___- OTHER TOOLS - BENEFITS 
OTHER TOOLS - RENTS 
- -. . . .__ _ _  - . .- .- 

.. __- 

~ ._____._ 
MOTOR VEHICLES - SALARIES $ 3,571,284.18 $ 0.23 $ 

"DATA EXTRACT FROM FINANCIAL PROCESSOR 
- -  
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0 
SSIM 

D . - .  C -- ' A  B 

..... 

___ ___ - - ... _. .... .- .- ... 1.027 IN FLAT ION FACTOR:* 

STATE: REGION 

FG/FSG: INSTALLATION & MTCE - SPECIAL SERVICES 

, - -. - - 

- 

WCT. S S I M  

JFC: 41 10 

~~ 

1996 1997 
CLASS I FIE D CLASSIFIED 

- -- 

1996 HOURLY COST HOURLY COST 

/C*B3) - __ -. _- COMPONENT DOLLARS** [m 
~ 

~~ ~~ 

DIRECT LABOR - PRODUCTIVE $ 56,009,546.61 $ 21.69 $ 22.27 

2.31 DIRECT LABOR - PREMIUM $ 5,803,083.87 ' $ 2.25 $ 

0.57 DIRECT LABOR - OTHER EMPLOYEE $ 1,421,513.87 $ 0.55 $ 

2 .4 t  DIRECT LABOR - ANNUAL PAID ABSENCE $ 6,049,415.27 $ 2.34 ' $ 

$ 7,125,736.54 $ 2.76 $ 2.83 

30.38 
1.04 

...... -- 

______-__ - 
-. .- 

. ._ - - _ _ _ _  

-- _______- 31RECT ADMINISTRATION 
TOTAL DIRECT LABOR $ 76,409,296.16 $ 29.59 $ 

1.02 $ 9IRECT LABOR - OTHER COSTS 

3IRECT LABOR - OTHER COSTS - BC $ - $  - $  

3THER TOOLS - BENEFITS !3 29,239.56 $ 0.01 $ 0.01 

3THER TOOLS -OTHER $ 2,500,621.59 $ 0.97 $ 0.99 
0.23 $ 0.23 

VOTOR VEHICLES - BENEFITS $ 171,063.04 $ 0.07 $ 0.07 

0.1 1 
1.18 
7.86 

TOTAL DIRECTLY ASSIGNED $ 105,473,801.74 $ 40.84 ~ $ 41.94 

TOTAL CLASSIFIED PROD HOURS 2,582,681.021 

- __ .- - 

- - $ 2,625,976.81 $ -_ . .  ______-_- 
___.- - 
3THER TOOLS - SALARIES $ 95,054.97 $ . 0.04 $ 0.04 

. . . . . . . . . . . . . . . . . . . .  -____ ____ ____-- 

................... .... ___ ____ 
0.03 

., 
0.03 $ $ 70,863.99 $ .... 

$ 586,514.07 $ 

-- . . . . . . . . . .  - I_.- 
3THER TOOLS - RENTS 

- 

.................. ........... 

_______ .............. - MOTOR VEHICLES - SALARIES 
............ 

......... ____ .. - 
- MOTOR VEHICLES - RENTS $ 264,735.94 $ 0.10 ' $ 

BENEFITS $ 19,756,722.69 $ 7.65 $ 

--- 
._ 

UOTOR VEHICLES - OTHER $ 2,963,712.92 $ 1.15 . $ 
-. -. - .- ____ 

-- 'BELLSOUTH REGION TELEPHONE PLANT INDEXES - -- 
'+DATA EXTRACT FROM FINANCIAL PROCESSOR 

. -  

laborrat.xls 
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OSPC 

D - - - B C -____-___ A 
- - - - - __ - - - 

- ______ - - - 
______ - IN FLAT1 0 N FACTOR.. 1027 - 

STATE REGION __ 
FGIFSG. OUTSIDE PLANT CONSTRUCTION - 
WCT OSPC -- - 
JFC 420X OR 421X _-__-___ 
--___-- 

1996 1997 
CLASSIFIED C LASS1 FIE D 

HOURLY COST HOURLY COST 

___ _ -- -- 
~ _ _ _  - 

____-_-- 1996 __ ---- I jC'B3) - - . -_ - COMPONENT DOLLARS" 1B/B32) ___- __-- - 
__ -. . __ . -- 

20.63 DIRECT LABOR - PRODUCTIVE $ 155,896,205.91 $ 20.09 $ 

1.16 DIRECT LABOR - PREMIUM $ 8,753,828.19 $ 1.13 $ 

DIRECT LABOR - OTHER EMPLOYEE $ 6,487,978.93 $ 0.84 ' $ 0.86 
DIRECT LABOR - ANNUAL PAID ABSENCE $ 19,817,979.99 $ 2.55 $ 2.62 

3.89 DIRECT ADMINISTRATION 
29.16 TOTAL DIRECT LABOR 

0.94 $ 0.97 

. ____. . .- 

- - ~ -  ._ - 

__ 

- . ._ . ~- 
.. - . $ 29,392,458.82 $ 3.79 $ -_- - _I__ -_ 

-- .- $ 220,348,451.84 $ 28.39 $ 

$ 7,297,604.01 $ 
-- - __ _- _ -. 

- _ _ ~  DIRECT -___ -_ LABOR -- -- - OTHER COSTS --___ 
_I- 

__ - DIRECT LABOR - OTHER COSTS - BC $ - $  - $  

OTHER TOOLS - BENEFITS $ 99,284.23 $ 0.01 $ 0.01 
0.03 0.03 $ 

1.08 $ 1.11 OTHER TOOLS - OTHER $ 8,381,558.92 s 
0.37 $ 0.38 

0.1 1 MOTOR VEHICLES - BENEFITS $ 849,310.45 $ 0.11 $ 

0.19 MOTOR VEHICLES - RENTS $ 1,471,970.90 $ 0.19 $ 

1.97 
8.54 

42.51 

______-. 

0.04 $ 0.04 _- ._ __ OTHER TOOLS - SALARIES $ 324,187.80 $ 
_.____ -- 

_-_________ . . - .. __ ._ - 

-. - - - . - OTHER TOOLS - RENTS $ 206,043.72 $ 

MOTOR VEHICLES - SALARIES $ 2,852,690.71 $ 

____ 

____ ___ . __ .. .- __ . - __ . _ .- - 

--. . . __ . _ _  -_ ~ _ . _ _ _ _ _  

. - - -. . _. __. . - - - - - .- 

. - -. __ . . .. . .. .. . - - 
- - - MOTOR VEHICLES - OTHER $ 14,882,348.57 $ 1.92 $ 

BENEFITS $ 64,520,731.87 $ 8.31 $ 

TOTAL DIRECTLY ASSIGNED $ 321,234,183.02 $ 41.39 $ 

TOTAL CLASSIFIED PROD HOURS 7,760,965.041 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 
"DATA EXTRACT FROM FINANCIAL PROCESSOR 

__ - 
_____-- - -- 

-. 

.--.- 

__-- 

000246 
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OPAC 

~ . ____ .. .. . __ 
________ -_ $ - $  - $  

- $  

$ - $  
$ - $  - $  

__ 
MOTOR VEHICLES - SALARIES ____._ 

- $  

- $  

7.78 $ 7.99 

_..--- - . .. . -___ MOTOR VEHICLES - BENEFITS $ 

. MOTOR . . VEHICLES __. . - - RENTS - 
MOTOR VEHICLES - OTHER - 

-- 
. . - 

. -. __ . . . - __ . . . .. .- _ _  ._ - - 
~ .. -. . . . - . . .- -. .- __ BENEFITS $ 5,310,175.39 $ 

TOTAL DIRECTLY ASSIGNED $ 21,579,340.43 $ 31.61 . $ 

TOTAL CLASSIFIED PROD HOURS 

"DATA EXTRACT FROM FINANCIAL PROCESSOR 

32.46 
_- 

-- 
682,645.561 

_- 
__ 
'BELLSOUTH REGION TELEPHONE PLANT INDEXES __ 

, 

D 
. . . . 

B C 
- _.-- 

' A  - .. 

1 N FLATION FACTOR:* 1.027 

STATE: REGION --------I 
PLANT ADMINISTRATION CENTER 

L-- 1996 
~~ 

C LASSl FIE D 
I 1996 HOURLY COST 

.. . - - 
15.68 $ 16.10 

0.31 
0.80 

DIRECT LABOR .- - - PRODUCTIVE $ 10,700,954.29 $ - 
~ . _ _  . . . . 

- 
DIRECT LABOR - PREMIUM $ 206,523.19 $ 0.30 $ 

!3 529.764.71 $ 0.78 $ 
__ ____ 

IniRECT ADMINISTRATION 

- IDIRECT LABOR -ANNUAL PAID ARSFNCF S 1.711.135.10 $ 2.51 $ 2.55" -- 
3.71, 

23.49 
______ $ 2,463,655.70 $ 3.61 $ 

-~ 

-.-. 
0.99' 

- . . . - - . . - 
p_._____-_--- 

$ 15,612,032.99 $ 22.87 $ 

0.96 $ $ 657,132.05 $ 

c - $  

-______ TOTAL DIRECT LABOR __ __- 
.. _. .. _- -- DIRECT __ ___-___--- LABOR - OTHER COSTS 

DIRECT LABOR - OTHER COSTS - BC $ - $  -, $ 
-- 

.. .- .. ... - . -_--- 
- - . . - - - r - h ,  ,-. Anlee 

. -  

w 
laborrat.xls 
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CRT 

D - ., .... .. ........ 
B C ___ A 

........ - ....... ... 

-. ....... - ....... 
INFLATION FACTOR:* 1.027 
- ___. _-- - 
STATE: REGION 
FG/FSG: CABLE REPAIR TECHNICIAN 

~ 

_____  WCT: CRT 

JFC: 422X OR 423X OR 425X OR 426X 
__-_ 

_ _  .__________ 

.- _- __ . - __ 
- 1996 1997 

CLASSIFIED CLASS1 F I ED 
__-___--- 

. - 
1996 HOURLY COST HOURLY COST 

COMPONENT . ___ . _ _  . - . . -. ._ - LC'B3) - ___- .. ... DOLLARS** (BIB321 

- ._ . __ - - - . ___ - 
20.46 $ 21.01 

2.84 
0.84 

3IRECT LABOR -ANNUAL PAID ABSENCE $ 18,355,953.10 $ 2.61 $ 2.68 
IIRECT ADMINISTRATION $ 25,884,288.98 $ 3.68 $ 3.78 

_- - $ 143,901,243.54 $ --___ IIRECT LABOR - PRODUCTIVE 
.......... ___.. 

.. - . - IIRECT LABOR - PREMIUM $ 19,481,078.66 $ 2.77 $ 

0.81 $ 
I__-- 

--__- IIRECT __ .- . - LABOR - OTHER EMPLOYEE $ 5,725,641.82 $ - 

.......... ._ ___- 

~ 

TOTAL DIRECT LABOR $ 213,348,206.10 $ 30.33 $ 31.15 
3IRECT LABOR - OTHER COSTS $ 5,744,956.20 $ 0.82 $ 0.84 

3IRECT LABOR - OTHER COSTS - BC $ - $  - $  

0.04 3THER TOOLS - SALARIES $ 301,738.03 $ 0.04 $ 

0.01 0.01 $ 3THER TOOLS - BENEFITS $ 92,319.34 $ 

0.03 0.03 $ 3THER TOOLS - RENTS $ 183,140.85 S 
1.08 $ 1.11 3THER TOOLS - OTHER $ 7,601,887.85 $ 

MOTOR VEHICLES - SALARIES $ 2,654,988.32 $ 0.38 $ 0.39 

~ . -  - _ ~  - __ 
_____ _________I 

- _____ 
-. ..... ... ___I---- 

- -____. - __..- 

_. .__- ........ . __ - - - - 
_- _- -- . ..... ... ___ 

~~ 

0.1 1 
WOTOR VEHICLES - RENTS $ 1,127,060.67 $ 0.16 $ 0.16 

1.96 
3ENEFITS $ 58,225,008.52 $ 8.28 $ 8.50 

43.14 $ 44.31 TOTAL DIRECTLY ASSIGNED $ 303,481,943.53 $ . .... 

TOTAL CLASSIFIED PROD HOURS 
*BELLSOUTH REGION TELEPHONE PLANT INDEXES 

__ $ 772,679.10 $ 0.11 $ 

WOTOR VEHICLES - OTHER $ 13,429,958.55 $ 1.91 $ 

-. MOTOR VEHICLES - BENEFITS __ 

____ ......... __ 

. -. __ .. ____ 
................... __ -- -- 

___ _. .- -___ 

-~ 7,034,659.01 I - _- 

"DATA EXTRACT FROM FINANCIAL PROCESSOR 
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a COIM-CIR&FAC 

~~ 

. -  
C D - B - ' A  

.. . . . . . . .  ... ---I_ 

.... , ........ . . . . . . . . . . . . . . . .  - .______ 

....................... 
INFLATION FACTOR:* I .027 

STATE: REGION 
___.- 

___--- 
-. FG/FSG: CO INSTALLATION & MTCE - CIRCUIT 8 FACILITY -_ 
WCT: COIM-CIR 8 FAC ~ - _ _ _  
JFC: 431X 

19.88 $ 20.42 

I .54 
0.73 $ 0.75 

DIRECT LABOR -ANNUAL PAID ABSENCE $ 5,637,555.36 $ 2.70 $ 2.77 

3.08 $ 3.16 DIRECT ADMINISTRATION $ 6,429,727.89 !§ 

$ 58,225,875.18 $ TOTAL DIRECT LABOR 

-__--___ $ 41,494,225.63 $ -- DIRECT LABOR - PRODUCTIVE 
-______.-- -- 

-. 
DIRECT LABOR - PREMIUM $ 3,134,795.31 $ 1.50 $ 

- DIRECT .- LABOR - OTHER EMPLOYEE I__ _-- $ 1,529,570.99 $ . - - - 
._______ - ~ - _ _ _ - -  

.. - _. . .  - - - _. - _______-- 
28.65 ~ _ - - ~ -  27.90 $ -- . -- - -~ ___ 

$ 3,366,047.94 !§ 1.61 $ 1.66 i. __ DIRECT LABOR - OTHER COSTS -- 

______I__ 

1996 ________- 
CLASSIFIED CLASSIFIED --- 

1996 HOURLY COST HOURLY COST 

DIRECT LABOR - OTHER COSTS - BC $ 94.40 $ 0.00 $ 0.00 

OTHER TOOLS - BENEFITS $ 22,286.48 $ 0.01 $ 

OTHER TOOLS - RENTS $ 33,011.29 $ 0.02 $ 

OTHER TOOLS - OTHER $ 1,895,485.70 !§ 0.91 $ 

-__ _______-____ 
0.03 $ 0.04 

0.01 
0.02 
0.93 

0.07 $ 0.07 MOTOR VEHICLES - SALARIES $ 137,268.19 $ .. 

0.02 
0.03 MOTOR VEHICLES - RENTS $ 53,645.46 ' $ 0.03 $ 

0.32 $ 0.32 MOTOR VEHICLES - OTHER $ 658,370.24 ' $ .. 

8.49 $ 8.72 BENEFITS $ 17,711,009.58 $ 

40.46 

__--_____ _- .- - ---- OTHER TOOLS - SALARIES $ 72,170.93 $ 
___ 

__ . __  ._ . -. . -__ 

__ __ ._ - ... . . . . .  .. ~ - _ _ .  

-. -. __ -. .... . . .  . 

______ -. -_  .- -- 

.- - .__ - MOTOR VEHICLES - BENEFITS $ 39,692.14 , $ 0.02 $ .. . 
.. 

_ _  . - __. _- .. 

- -- __- 

- .... _. _ _ _  . -. -. . -. . - _ .- - - _ _  . - - .- - . 

-- TOTAL DIRECTLY ASSIGNED $ 82,214,957.53 $ 39.39 $ 

TOTAL CLASSIFIED PROD HOURS 2,087,108.85, 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 
'*DATA EXTRACT FROM FINANCIAL PROCESSOR 

_-_____ 

~- - 
- - - 

COMPONENT DOLLARS** (BlB32) 

1aborrat.xls 
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COIM-SW EQ 

_- -- 

-____ - -- 
1997 - 1996 __- 

CLASSIFIED CLASSIFIED 
HOURLY COST HOURLY COST -- 1996 

(C'B3) __ - - 
COMPONENT DOLLARS'* IBlB32) __-__ --- 

- - .. . 
21.42 $ 22.00 

1.41 
0.75 

DIRECT -~~ LABOR - PRODUCTIVE $ 77,413,727.48 $ - 

___._ 
DIRECT LABOR - PREMIUM $ 4,974,801.00 $ 1.38 $ 

DIRECT LABOR - OTHER EMPLOYEE $ 2,626,166.9a I $ 0.73 $ 
- 

_ _  ._ ___-- 
DIRECT LABOR - ANNUAL PAID ABSENCE $ 9,871,074.66 $ 2.73 $ 2.at 

___ 
DIRECT ADMINISTRATION $ 11,330,657.69 ~ $ 3.14 $ 3.22 

30.19, TOTAL DIRECT LABOR 
1.79 
0.00 
0.04 

... .. __  - .. -- -. -. - -. 

-. . 29.40 $ $ 106,216,427.81 $ 
$ 6,313,990.24 ' $ 1.75 $ 

DIRECT LABOR - OTHER COSTS - BC $ 140.51 $ 0.00 $ 

-- ____._ __________ ____ 
. ... ___ -__ DIRECT LABOR - OTHER COSTS ___- 

__ - _ _  __ . . -. . - ._ . - -___ 
-.__ 

OTHER TOOLS - SALARIES $ 141,8aa.03 $ 0.04 $ _~___________-- 

:- 

laborrat.xls 

- 
0.94 
0.07 
0.02 
0.03 MOTOR VEHICLES - RENTS $ 92,408.11 $ 0.03 . $ 

0.35 MOTOR VEHICLES - OTHER $ 1,248,962.60 I $ 0.35 $ 

BEN EFlTS $ 31,183,978.52 ~ $ 8.63 $ 8.86 

- _- - _- OTHER TOOLS - OTHER $ 3,307,011.46 $ 0.92 ' $ 

MOTOR VEHICLES - BENEFITS $ 71,058.80 $ 0.02 $ 

___- 

__ - _. _ _ _  - MOTOR VEHICLES - SALARIES $ 248,584.76 j $ 0.07 $ __ ~ 

- - - - - . . .. -. - 
__._ - - . . 

. . -. . 

, _-- 

. -  
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RCMAG 

D - - _ _ _  . 
B C 

~ 

A 
.. __ 

-- -_ ~ -. _- 

_ __ - __ ._ . - INFLATION FACTOR:* 1.027 

STATE: REGION 
.- 

___. - __ 
___ $16.52 . $16.09 DIRECT LABOR-PRODUCTIVE $9,627,740.30 

$1.21 DIRECT LABOR-PREMI UM $703,316.51 $1.18 

$0.72 $0.70 DIRECT LABOR-OTHER EMP $417,025.35 
$1,587,096.44 $2.65 $2.72 

DIRECT ADMINISTRATION $2,237,899.06 $3.74 $3.84 

$25.01 TOTAL DIRECT LABOR $14,573,077.66 $24.35 

$1.71 DIRECT LABOR-OTHER COST $996,889.1 6 $1.67 

$0.00 $0.00 DIRECT LABOR-OTH COST-BC $35.08 

$0.03 OTHER TOOLS-SALARIES $20,115.95 $0.03 

$0.01 $0.01 OTHER TOOLS-BENEFITS $6,154.23 
OTHER TOOLS-RENTS $12,128.21 $0.02 $0.02 

$0.88 
MOTOR VEH ICLES-SALARI ES $38,160.91 $0.06 $0.07 

$0.02 $0.02 MOTOR VEH ICLES-B ENEFITS 
$0.03 MOTOR VEH ICLES-RENTS $15,890.38 $0.03 

$0.33 MOTOR VEHICLES-OTHER $194,706.46 : $0.33 
BEN EF ITS $4,987,138.03 I $8.33 : $8.56 
TOTAL DIRECTLY ASSIGNED $21,365,909.71 $35.70 $36.66 

TOTAL CLASSIFIED HOURS 598,511.501 

___ .-_______- 

--_____--_ 

____ -_ ____---. 

--_-___ DIRECT LABOR-ANN PD ABS 

- .- - 

___ .- . -. __ ___ __- 

. . . __ _ _ _ - - _ _ _ _ ~  
. . - .. - . __ 

-. ._ -_ __ __ .---- 

-. __ 

.- 

__-_ .- _. 
$510,688.45 $0.85 

~ _ . _ _ _ _ _ _ _ ~  
OTHER TOOLS-OTHER -. __  __ - . 

-. - __ 

- -- -- - - - $10,925.19 
_______I__- 

- - . __ . - 

- - ._ . _ . __  -. -. -. - 
_..___ ~ __-- 

, 

CHANGE MEMORY LINE TRANSLATION -- 
-- 

I F C :  4321 OR4NlX __.- __  
__ --__ 

- 1996 1997 
C LASS IF1 ED CLASSIFIED 

1996 HOURLY COST HOURLY COST 
DOLLARS" /B/B32) p B 3 )  - POMPoNENT -___ 

000251 
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TRANSLATIONS 

A B C D I ............... .... --I -- - ---____ 

-- .- - . . 

- .__ 
IN FLAT ION FACTOR:' 1.027 

STATE: REGION 
FG/FSG: SWITCH AND TRUNK BASED TRANSLATIONS 
WCT: TRANSLATIONS 

JFC: 432X OR 4N2X 
- 

-- 

1996 1997 ____ ---- 

C LASS1 FIE D CLASS I FIE D 
1996 HOURLY COST HOURLY COST 

COMPONENT DOLLARS'* /B/B32) iC'B3) -- 
_- 

$21.25 
DIRECT LABOR - PREMIUM $ 1,291,663.99 $1.88 $1.93 
DIRECT LABOR - OTHER EMPLOYEE $ 502,307.41 $0.73 $0.75 
DIRECT LABOR - ANNUAL PAID ABSENCE $ 1,870,076.80 $2.72 
DIRECT ADMINISTRATION $ 2,597,286.30 $3.78 $3.88 

$30.61 TOTAL DIRECT LABOR _- $ -20,477,808.98 $29.81 

$I .72 $1.68 DIRECT LABOR - OTHER COSTS $ 1,153,275.91 

$0.00 $0.00 DIRECT LABOR - OTHER COSTS - BC $ 36.88 

$0.04 OTHER TOOLS - SALARIES $ ' 23,773.15 $0.03 

$0.01 OTHER TOOLS - BENEFITS $ 7,224.62 $0.01 

$0.02 $ 12,095.45 * $0.02 

$0.89 $ 596,665.21 $0.87 

$0.07 MOTOR VEHICLES - SALARIES $ 46,979.99 $0.07 

$0.02 MOTOR VEHICLES - BENEFITS $ 13,306.41 $0.02 

MOTOR VEHICLES - RENTS $ 16,744.06 i $0.02 $0.03 
MOTOR VEHICLES - OTHER $ 238,415.06 ! $0.35 $0.36 

$9.0 1 BENEFITS $ 6,027,415.87 
TOTAL DIRECTLY ASSIGNED $ 28,613,741 5 9  $41.65 $42.78 

TOTAL CLASSIFIED PROD HOURS 
'BELLSOUTH REGION TELEPHONE PLANT INDEXES 

- _. _- $20.69 __ $ 14,216,474.48 , -__ DIRECT LABOR - PRODUCTIVE - 
--- 

- ______-- 
$2.88 -.-__ - - -. 

- ........... __ __- 

_ _  ___ 

._..._-__I - _ _ _ _ _ _ _ ~ .  

.- - -. __-.--___------ 

.... _ _  - 
- ................. .......... .- ..... ____ .. __ __ . 
- - -. .- . - --- - _  OTHER TOOLS - RENTS 

OTHER TOOLS - OTHER 
- - - - 

- -. -- ___ 
____-- _--___ 

___ - - __ 

- .- - -. -- 
- - .... __ _. ... . - 

. -- - - - - - $8.77 - __ 

. - -. - 
686,970.22 ~ 

-. - - . - ._ .. 

- 

"DATA EXTRACT FROM FINANCIAL PROCESSOR I 
. -  
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SOFTWARE 

_--_ .~ .- . _ . . . 

- -_ IN FLATION FACTOR:* 1.027 

STATE: REGION 
.-. 

~~~ ~ ~ 

-- - FG/FSG: CO INSTALLATION, MAINTENANCE AND ADMINISTRATION-SOFTWARE 
WCT: SOFTWARE 
-- 

JFC: 4322 OR 4323 OR 4324 

~ ~ ~ 

1996 1997 ____- 
CLASS IF IED CLASS1 Fl ED 

1996 HOURLY COST HOURLY COST 
~~ 

COMPONENT DOLLARS* (BlB32) /C*B3) - __ ---___ 

-- -- .- - ._ ___-- - 
3IRECT LABOR-PRODUCTIVE $187,293.48 $27.45 $28.19 

$8,947.20 $1.31 $1.35 
31RECT LABOR-OTHER EMP $8,659.32 $1.27 $1.30 

__ __ - - 
- 31RECT LABOR-PREMIUM -_______ 

$2.61 
$1.91 

$35.37 

$1.04 
$0.00 
$0.00 
$0.00 
$0.00 
$0.54 
$0.00 
$0.00 

. - __ $2.54 3IRECT LABOR-ANN PD ABS 
31RECT ADMINISTRATION $1 2,689.40 $1.86 
TOTAL DIRECT LABOR $234,947.36 $34.44 

3IRECT LABOR-OTHER COST $6,891.94 $1.01 

$0.00 31RECT LABOR-OTH COST-BC $0.00 
$0.00 3THER TOOLS-SALARIES $5.83 

3THER TOOLS-BENEFITS $1.64 $0.00 
3THER TOOLS-RENTS $0.08 $0.00 

$0.53 3THER TOOLS-OTHER 
$24.86 $0.00 WOTOR VEHICLES-SALARIES 

WOTOR VEHICLES-BENEFITS $8.62 $0.00 

$0.03 WOTOR VEHICLES-OTHER $1 70.1 8 $0.02 

$9.70 3ENEFITS $64,423.23 $9.44 
TOTAL DIRECTLY ASSIGNED $310,143.46 $45.46 $46.68 

- $1 7,35 7.96 
. - - 

- - -_ .- . _- -. _ _  . _- .__- --_____-- 

__ . . . - - .-- _ _ _  __ 

__-___--. . .._.. 

- __. - ___ __.___ . . . _ - 

__ - _- - - , -. ____ ___- 

-. - - ____ 

__ - .. . . - -. 

-- _ .. -_ . . . _. - $3,610.20 _- 
.. - __ 

. - .- --____-. 

- .. - 

. - . . .- _. - - 
MOTOR VEHICL~RENTS $59.52 $0.01 $0.01 

_.__ 

- - .. __ __ 
~~ 

I 

- 
6822.761 - TOTAL - CLAGlFlED HOURS ! 

_- 'BELLSOUTH REGION TELEPHONE PLANT INDEXES .. . 

'*DATA EXTRACT FROM FINANCIAL PROCESSOR 

. -  

000253 
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TCG 

.__ .--___ _ _ _ - _ _ ~ ~  - --. ._ - . . . 

- - . - - . ... -. ._ _. . __ 1.027 - .--___-. . - - INFLATION REGION:* 

STATE: REGION 

FG/FSG: TRUNK AWD CARRIER GROUP 
WCT: TCG 

__ 

~ _ _ _ _ _ _ _ _ _ _ _ _  

JFC: 4331 OR 4342 OR 473X OR 4N5X 

CLASSIFIED CLASSIFIED 
1996 HOULY COST HOURLY COST 

(CtB3) __-. . - - -. - __ . DOLLARS** lBlB32) 

$20.17 $20.71 DIRECT LABOR - PRODUCTIVE $ 7,385,510.60 

DIRECT LABOR - PREMIUM $ 361,466.28 $0.99 $1.01 
- -- - - - - - -- _.___ -_ 

- - __ 
DIRECT LABOR - OTHER EMPLOYEE $ 264,876.68 $0.72 $0.74 

~~~~ 

$2.78 31RECT LABOR - ANNUAL PAIDABSENCE $ 990,453.24 $2.70 
3IRECT ADMINISTRATION $ 1,370,358.1 1 $3.74 $3.84 

- -- --__ 

TOTAL DIRECT LABOR $ 10,372,664.91 $28.33 $29.09 

$1.78 YIRECT LABOR - OTHER COSTS 
3IRECT LABOR - OTHER COSTS - BC $ 25.21 $0.00 $0.00 
3THER TOOLS - SALARIES $ 10,570.65 $0.03 $0.03 

$0 .o 1 3THER TOOLS - BENEFITS 
3THER TOOLS - RENTS $ 3,821.75 $0.01 $0.01 

-_ - -. . - - -- $ 634,109.03 $1.73 ~---- ~ 

_________.-____ . - - . . . , - ... . __- __ -. 

. -_ - _ _ _ .  . .. -. . - . _  

. __ - - .. . - . __ $ 3,285.57 $0.01 __ . . . - 

3THER TOOLS - OTHER $ 277,042.12 $0.76 $0.78 

$0.06 MOTOR VEHICLES - SALARIES $ 21,850.1 1 $0.06 

$0.02 $0.02 MOTOR VEHICLES - BENEFITS $ 6,222.74 
MOTOR VEHICLES - RENTS $ 8,615.66 $0.02 $0.02 

$0.31 MOTOR VEHICLES - OTHER $ 110,357.33 $0.30 

$8.98 3 EN E FITS $ 3,202,466.06 $8.75 
TOTAL DIRECTLY ASSIGNED $ 14.651,031.14 $40.01 $41.09 

- - . .- __ .. . __ 

__ -- - _. . - 

__ . _ 
. . - .- 

- __ ..... ___ ___ - . ... 

__  __ ~ 

TOTAL CLASSIFIED PROD HOURS 366,195.541 -- 
‘BELLSOUTH-REGION TELEPHONE PLANT INDEXES 
“DATA EXTRACT FROM FINANCIAL PROCESSOR 

la borrat.xls 
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NRC 

~~ ~ 

-- *BELLSOUTH REGION TELEPHONE PLANT INDEXES - - . -_ . 
**DATA EXTRACT FROM FINANCIAL PROCESSOR 

e 

e 

e 

D 
.. - - __- -- - ....... -. ... , .... --__ C - 6 . A  

- - - .. - ............. 

__ ..... ....... 
INFLATION FACTOR:* 1.027 
. . 

STATE: REGION 
FGIFSG: NETWORK RELIABILITY CENTER 
__- 

WCT: NRC I 

I . 
JFC: 4LXX OR 4330 OR 4341 

1996 1997 I 
PRODUCTIVE PRODUCTIVE I 

~ 

1996 HOURLY COST HOURLY COST 

[C*B3) -_  COMPONENT DOLLARS** (6l632) _____ 

DIRECT LABOR - PRODUCTIVE $ 5,622,421.97 $17.18 $17.64 I 
DIRECT LABOR - PREMIUM $ 547,748.91 $1.67 $1.72 

$0.69 $0.71 
DIRECT LABOR -ANNUAL PAID ABSENCE $ 830,317.30 $2.54 $2.6 t 
DIRECT _____-- LABOR __-. - OTHER EMPLOYEE $ 226,115.87 ---4 - -- 

DIRECT ADMINISTRATION $ 809.148.85 $2.47 $2.54 I _ _ ~  ~ 

$25.21 TOTAL DIRECT LABOR $ 8,035,752.91 $24.55 
DIRECT LABOR - OTHER COSTS $ 806,879.24 $2.47 $2.53 

- $0.00 $0.00 

$0.00 $0.00 
DIRECT LABOR - OTHER COSTS - BC 
OTHER TOOLS - SALARIES $ 344.20 . 

OTHER TOOLS - BENEFITS $ 116.64 $0.00 $0.00 
OTHER TOOLS - RENTS $ 24.27 $0.00 $0.00 
OTHER TOOLS -OTHER $ 17,266.29 $0.05 $0.05 

$0.07 MOTOR VEHICLES - SALARIES $ 21,734.94 $0.07 

$0.02 MOTOR VEHtCLES - BENEFtTS $ 6,457.55 $0.02 
MOTOR VEHICLES - RENTS $ 12,303.75 $0.04 $0.04 

$0.18 MOTOR VEHICLES - OTHER $ 57,591.63 I $0.18 

$7.55 
TOTAL DIRECTLY ASSIGNED $ 11,365,486.69 I $34.72 $35.66 

TOTAL PRODUCTIVE HOURS 327,299,891 

__ ._ -____ ....... 

- -. .- ._ .__- 

............. $ __. . - . __ - .- 

. ............... - - - _____-- 

- ................. ................. __- .. 

................ ...... -.__--___- 

................. ... ............ __ 

__  ___--- 

. - ...... .. - 

__ .- - - 

- __ - .- . ............ 

.- . . - __ . -. __ _. 
BENEFITS $ 2,407,015.27 $7.35 ____ 

-- . . . . . . . . . . . . . . . . . . . .  

laborrat.xls 

000255 
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e 
PAR 

e 
~ 

C D _ _ ~ ~  - .  .. B 
___.___- 

A - . . . - -- - 
- -I_-____ . . . . 

_.____ ____-_ IN FLAT1 ON FACTOR:' 1.027 

STATE: REGION 
FGIFSG: PROACTIVE ANALYSIS AND REPAIR CENTER 
WCT: PAR 

JFC: 4PXX OR 4332 
__- 

1996 1997 
CLASSIFIED I CLASSIFIED -~ 

1996 HOURLY COST HOURLY COST 

-- IC*BS) COMPONENT DOLLARS" (8 IB 3 2) - 

$17.69 31RECT LABOR-PRODUCTIVE $744,785.41 $17.23 
DIRECT LABOR-PREMIUM $5,416.72 $0.13 $0.13 

$0.72 $0.70 31RECT LABOR-OTHER EMP $30,145.58 

$2.39 31RECT LABOR-ANN PD ABS $1 00,632.79 $2.33 

$4.81 $4.94 3IRECT ADMINISTRATION 
$25.19 $25.87 TOTAL DIRECT LABOR 

IIRECT LABOR-OTHER COST $21,668.28 $0.50 $0.51 

___--__ _ _ _ _ _ _ .  _____-___-- 

-____--- - 

. - ___- -. -..- ._ .- 

-____. _-.__ - _ _ _  - 
_.__________ __. $207,864.42 

$1,088,844.92 
.__-. _- -___ 

. -. - ._ 

3IRECT LABOR-OTH COST-BC $0.00 $0.00 $0.00 
~ ~~~ 

$0.00 3THER TOOLS-SALARIES $29.18 $0.00 

$0.00 3THER TOOLS-BENEFITS $8.71 

$0.00 3THER TOOLS-RENTS $1.82 $0.00 

$0.02 3THER TOOLS-OTHER 
$0.00 $60.74 $0.00 
$0.00 MOTOR VEHICLES-BENEFITS $1 6.57 $0.00 

$0.42 $0.00 1 $0.00 MOTOR VEHICLES-RENTS 
WOTO R VE H ICLES-OTH ER $173.46 $0.00 $0.00 
3ENEFITS $309,237.42 $7.15 $7.35 

$33.75 TOTAL DIRECTLY ASSIGNED $1,420,756.80 $32.86 , 

TOTAL CLASSIFIED HOURS I 43,231.25; 

__ - - . - -- - ____-- 

___ .- _. - $0.00 : 

$0.02 I 

__- _---- 
__- - - .- .- . 

.. - . . . . _- $715.28 --- 
-.-____ MOTOR VEHICLES-SALARIES - __ 

. __ 

- 

___----____- 
- -_ _- 

___- 

*BELLSOUTH REGION TELEPHONE PLANT INDEXES I 

~ ~~ ~ ~~ ~ 

**DATA EXTRACT FROM FINANCIAL PROCESSOR 

laborrat.xls 

000256 
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CPG 

D -__ -_ -. - _ _  C - 6 - A - _. - -_ - -__ 

- - - - ___ -__ - - -- 

- - --.- INFLATION FACTOR:* 1.027 

STATE. REGION 
FG/FSG: CIRCUIT PROVISIONING GROUP 

WCT. CPG 
JFC: 470X OR 4N4X 

_--- __-L 

~ - -  
____ 

- ___ 
1997 - 1996 

CLASSIFIED CLASS IF1 ED 
4 996 HOURLY COST HOURLY COST I 

._ .- - . - 
$17.07 1 __ - ._ 

DIRECT LABOR - PRODUCTIVE $ 9,042,764.47 $16.62 
..__ 

$0.45 I -- DIRECT LABOR - PREMIUM $ 240,423.35 $0.44 

-_ --- 

_- 

DIRECT LABOR - OTHER EMPLOYEE $ 380,143.67 $0.70 
DIRECT LABOR - ANNUAL PAID ABSENCE $ 1,456,469.39 $2.68 

DIRECT ADMINISTRATION $ 2,104,619.55 $3.87 

_____________-- 
___--__________--- 

-- -._ - 
TOTAL DIRECT LABOR $ 13,224,420.43 ' $24.31 $24.97_1 

-. __ - -. _I__- -~ 
~~ 

$0.00 ______ - _ _  . . .. . 

$1 S O  - DIRECT LABOR - OTHER COSTS $ 817,903.09 ____ 
DIRECT LABOR - OTHER COSTS - BC $ 23.77 $0.00 

$0.00 I . . . . - . . . - . __ . $0.00 _- OTHER TOOLS - SALARIES $ 82.12 
__. _____ 

$0.00 
$0.00 

$0.00 $0.00 
$0.00 

$0.00 $0.00 
$0.00 

__ __ -._._ 
OTHER TOOLS - BENEFITS $ 26.52 $0.00 

OTHER TOOLS - RENTS $ 16.95 $0.00 

MOTOR VEHICLES - SALARIES $ 115.75 $0.00 

MOTOR VEHICLES - RENTS $ 137.83 $0.00 

__-__ __. 

- _______- _____.___ _____-- 

_____ - - . .- . ._ 2,265.60 - $ 

$ 

._--- 
OTHER TOOLS -OTHER __  

- . - .. . .. _. - - - -  -____ 

- - ~ -  . .. - . 
44.12 

.- _- MOTOR VEHICLES - BENEFITS 

~ - 
MOTOR VEHICLES - OTHER $ 477.99 $0.00 
BEN EFlTS $ 4,476,221.70 $0.00 $0.00 
__ - 

_ - -- 
TOTAL DIRECTLY ASSIGNED $ 18,521,735.87 $34.05 $34.97 

TOTAL CLASSIFIED PROD HOURS 543,952.001 --- 
'BELLSOUTH REGION TELEPHONE PLANT INDEXES 

**DATA EXTRACT FROM FINANCIAL PROCESSOR 
___ 

000257 
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(I ACAC a 

- .. _. _. - __ _- - 
-_- -_ -______ INFLATION FACTOR:' 1.027 

STATE: REGION 
_. 

FG/FSG: ACCESS GUSTOMER ADVOCATE CENTER 

1996 1997 
PRODUCTIVE INFLATED ___ ~ 

I 1996 HOURLY COST HOURLY COST 
_____-  -- 

jC'B3) 
- .- 

/We321 -- COMPONENT DOLLARS** - - .. . . - 

- _- ~ __- 
DIRECT LABOR - PRODUCTIVE $ 1,202,074.42 $18.19 $18.68 
DIRECT LABOR - PREMIUM $ 73,913.25 $1.12 $1.15 --____-_. _. __-____ - __ ---- 

$0.65 DIRECT LABOR - OTHER EMPLOYEE $ 42,109.64 

DIRECT LABOR -ANNUAL PAID ABSENCE $ 166,637.80 $2.52 $2.59 
.-____- $0.64 --- - 

DIRECT ADMINISTRATION $ 309,049.41 $4.68 $4.80 
~ ~~~~~ ~ ~ ~~ 

$27.87 $ 1,793,784.52 $27.14 TOTAL DIRECT LABOR 
57,651.93 $0.87 $0.90 DIRECT LABOR - OTHER COSTS $ 

$0.00 DIRECT LABOR - OTHER COSTS - BC $ $0.00 

$0.00 $0.00 $ 29.24 OTHER TOOLS - SALARIES 
OTHER TOOLS - BENEFITS $ 9.71 $0.00 $0.00 

$0.00 $0.00 OTHER TOOLS - RENTS $ 2.24 

$0.01 $0.01 OTHER TOOLS - OTHER $ 898.75 
$0.00 MOTOR VEHICLES - SALARIES $ 306.70 $0.00 

$0.00 MOTOR VEHICLES - BENEFITS $ 70.46 $0.00 
$0.00 $0.00 MOTOR VEHICLES - RENTS $ 279.81 

$0.02 $0.02 MOTOR . . . . . -. . . VEHICLES - OTHER $ 1,471.46 

$7.13 $7.33 BEN E FITS $ 471,595.10 

$36.14 TOTAL DIRECTLY ASSIGNED ' $ 2,326,099.92 $35.19 

TOTAL PRODUCTIVE HOURS 

. __. .. - -- __- .- _- . ~. 

_____ ~ _. __ . __ .. . -. .__ - 

-. - - -. . . .. __ - -. ~ _______ ~ . __ - -. . .. - __ . . 
- __ __ . . ... . . ._ ._ .. -. __ - _- __ -. . ... ---____ 

___ ____ 

. . _. . _.___ - ___ ___- ___- 

- .- .. -_-_ __ 

I____ __ . . __ . . . 

. . .. -. -. . -_ - - . . . ___ .. 

- -. . - ___- . . -_ - -. 
~- - -. . - - . _. - -. . - 

-_ - __ -. . .. - - . . . . __--- 

-__ .. _ _  
66,096.58 1 

- 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 
~~ ~ _ _ _ ~  

"DATA EXTRACT FROM FINANCIAL PROCESSOR 

. -  

la borrat. xls 
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e EBAC 

-. ...... _____-- 
IN FIAT1 ON FACTOR:* 1.027 

STATE: REGION 
- - - ._ -- 

FG/FSG: EQUIPMENT BILLING ACCURACY CONTROL 
~ 

__- WCT: EBAC 
JFC: 472X OR 4N3X 
I_----- 

- ___-____._____ 

1996 1997 - -  
C LASS1 Fl ED __ CLASS IF1 ED __ -- -_- -- 

1996 HOURLY COST HOURLY COST 

__ COMPONENT DOLLARS** [BIB321 IC'B3) - - - - -_ 
- __ . - 

$16.76 
$91,003.96 $0.74 $0.76 

$0.73 DIRECT LABOR-OTHER EMP $86,583.73 $0.71 

$2.71 DIRECT LABOR-ANN PD ABS $322,454.47 $2.63 

$3.78 $3.69 DIRECT ADMINISTRATION $450,965.09 

$24.09 ! $24.74 TOTAL DIRECT LABOR $2,947,686.70 
$198,466.05 $1.62 $1.67 

$0.00 DIRECT LABOR-OTH COST-BC $4.67 $0.00 
OTHER TOOLS-SALARIES $4,436.33 $0.04 $0.04 

~ _ _ _ _  
DIRECT LABOR-PRODUCTIVE $1,996,679.45 $16.32 ' __ . - -. __ 

_____- DIRECT LABOR-P REM1 U M ___ 
.__ .... - - - - 

-. __ .... . - . -. ... - 

- __ - ___- . .  ___ 

~ ~ _ _ _ _  - ____ 
- DIRECT - LABOR-OTHER .. --__- COST - - 

-_- -~ _.____-___.-_. 

OTHER TOOLS-BENEFITS $1,322.66 $0.01 $0.01 
OTHER TOOLS-RENTS $3,956.21 $0.03 $0.03 

$0.92 OTHER TOOLS-OTHER $1 10,091.25 $0.90 
MOTOR VEHICLES-SALARIES $8,965.16 $0.07 $0.08 

__ - .- .- . _____ 

__ .......... . ..... 

$0.02 MOTOR VEH ICLES-BEN E FITS $2,572.1 7 $0.02 

$0.03 MOTOR VEHICLES-RENTS $3,175.88 $0.03 
MOTOR VEHICLES-OTHER $44,076.68 $0.36 $0.37 
BENEFITS $1,010,985.17 $8.26 $8.48 

$36.39 TOTAL DIRECTLY ASSIGNED $4,335,738.93 $35.43 
TOTAL CLASSlFlED HOURS j 122,374.50; 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 

_ - __ - - ___ . - - ___ _- _- 
- ____-- 

~ ___- 

...... 

--_ - ....... . 

___-. 

"DATA EXTRACT FROM FINANCIAL PROCESSOR 
' 

laborrat .XIS 
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BRC 

_ _  - ._ 

- . -- . - -. INFLATION FACTOR:* 1.027 

STATE: REGION 
FG/FSG: BUSINESS REPAIR CENTER 

-- 

--__ 
~~ ~ 

WCT: BRC 

_ _  
1996 1997 

CLASS IF I ED CLASSIFIED 
HOURLY COST HOURLY COST 

__--- 

______ - 1996 __ _-___-- 
(C'B3) _____ - _. 

COMPONENT DOLLARS** /6/632) _____ . . - 

. . . . 

$1 9.46 
DIRECT LAB0 R-PREM I U M $1,686,270.39 $1.54 $1.58 

$1.39 DIRECT LABOR-OTHER EMP $1,484,224.07 $1.36 

$2.95 DIRECT LABOR-ANN PD ABS $3,146,818.1 7 $2.87 ~ 

$3.23 $3.14 $3,441,459.1 1 

$28.61 $27.86 TOTAL DIRECT LABOR $30,501,176.45 

$0.48 DIRECT LABOR-OTHER COST $514,441.86 $0.47 

$0.00 $0.00 DIRECT LABOR-OTH COST-BC $7.26 

$0.00 OTHER TOOLS-SALARIES $242.05 $0.00 

$0.00 $0.00 
$0.00 OTHER TOOLS-RENTS $74.89 $0.00 

$0.01 OTHER TOOLS-OTHER $13,736.12 $0.01 

$0.00 MOTOR VEHICLES-SALARIES $5,180.1 6 $0.00 

MOTO R V E H I CL ES-B EN E F ITS $1,618.39 ! $0.00 $0.00 
MOTO R V E H IC L E S-RE NTS $2,972.94 $0.00 $0.00 

$0.02 MOTOR VEHICLES-OTHER 
$7.77 

$36.90 

___._.__ 
$20,742,404.71 $18.94 DIRECT ___. LABOR-PRODUCTIVE - - - 

-_ 

. .. 

._ - - -. _-_- ____ 
___ __- - DIRECT ADMINISTRATION __ - 

- -___-_. 

. -- _ 
.. _ -. - . __  - . - __ __ ~ -- 

_____ - ... 

-- - .- -- -__ OTHER TOOLS-BENEFITS $82.84 , ___ ___ _. . . . . - . . - .. -- 

- ~ 

__ . . - . __  - _____ 

- __ ._. - - - . . 

. 

- -. ... - - . 

__ _. . . - . .. $2031 1.80 $0.02 j 

TOTAL DIRECTLY ASSIGNED $39,341,466.48 $35.93 ~ 

__- - _ _  .. ._ - . . ... .. . . .- . 

.. - .. 
BENEFITS $8,281,421.72 $7.56 

-. . . - _- - - 

.____ -. _ _  
TOTAL CLASSIFIED HOURS i 1,094,881.25i - - 
'BELLSOUTH REGION TELEPHONE PLANT INDEXES 
**DATA EXTRACT FROM FINANCIAL PROCESSOR 
._ __ 

laborrat.xls 
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RRC 

- -_ - ._ ._ . 
B C D 

_.__ 
A - .- --- 

- .- - .- -. . -_-- 
- -. IN FLATION FACTOR:* 1.027 

STATE: REGION 
FG/FSG: RESIDENGE REPAIR CENTER 
WCT: RRC 
JFC: 4RXX 

___- 

~- 

____ - 
__-- 

____ 
1996 1997 

CLASSIFIED , CLASSIFIED 
- ~- 

1996 HOURLY COST . HOURLY COST --- 
IC'B3) 

-_____. ._. 
COMPONENT DOLLARS** JBIB32) 

- 
$15.85 DIRECT LABOR-PRODUCTIVE $7,402,890.40 

DIRECT LABOR-PREMIUM $658,872.75 $1.37 $1.41 
DIRECT LABOR-OTHER EMP $393,338.58 $0.82 $0.84 

$2.42 DIRECT LABOR-ANN PD ABS $1,129,071.66 $2.35 ' 

$3.73 DIRECT ADMINISTRATION $1,741,062.48 $3.63 

$1 1,325,235.87 $23.62 $24.26 TOTAL DIRECT LABOR 
$0.21 DIRECT LABOR-OTHER COST $98,561.13 ' $0.21 

DIRECT LABOR-OTH COST-BC $0.00 $0.00 $0.00 
OTHER TOOLS-SALARIES $0.00 $0.00 $0.00 

$0.00 $0.00 $0.00 ~ 

$0.00 ~ T H E R  TOOLS-RENTS $0.00 $0.00 

$0.00 $0.00 ~ 
3THER TOOLS-OTHER $0.00 
MOTOR VEHICLES-SALARIES $1,012.18 $0.00 $0.00 

$0.00 $0.00 $272.58 MOT0 R VEH ICLES-BENE FITS 
VIOTOR VEHICLES-RENTS $31 9.61 $0.00 $0.00 

$0.01 MOTOR VEHICLES-OTHER $4,693.99 i $0.01 

--_I__ 

$1 5.44 
__- . . . ~ ~ . . _ _ _ _  

- -.- 

_______- 
. -. . -- - - . . . - . __ . __._ -__I_- 

- - - - - ._ - .- - _ _  -. - . .- -.. -____- 

__-_-_____ __ __ __ - -  

--__ . .- ___- 

--- 

____-- __ OTHER TOOLS-BENEFITS 
.____ 

_. _ _ _ _ _ _ _ _ - ~ -  
-- - ___ 

__ - - _- -. .- ____ - 

____ 

-- --___- 

laborrat.xls 

. -  

000261 

10/12/99 1.49 PM 



WMC 

-. C D --- .. -. . .  .. .... 
B 

- _ . ~ -  
A 

._ , ~ --- 

_ _ _ ~  ~ 

--- FG/FSG: WORK MANAGEMENT CENTER 
WCT: WMC 
JFC: 4WXX OR 401X 

-.__-___ I___._- 

- -- ___ ~ - _ - _ _ _ _ - _  

CLASSIFIED 
-___. 

CLASSIFIED 
1996 HOURLY COST HOURLY COST 

(C'B3) _____-_ COMPONENT DOLLARS** lBlB32) 

15.52 $ 15.94 DFECT LABOR - PRODUCTIVE $ 29,221,595.01 $ 

0.79 DIRECT LABOR - PREMIUM $ 1,454,467.12 , $ 0.77 $ 

0.74 DIRECT LABOR - OTHER EMPLOYEE $ 1,356,262.39 $ 0.72 $ 

DIRECT LABOR -ANNUAL PAID ABSENCE $ 4,340,668.73 $ 2.31 $ 2.37 

- .... ._ 

__ -- 

__ ._ -- .. __ -_ .- . 

-~ ~ ~~ 

$ 8,820,855.65 $ 4.69 $ 4.81 I 

24.65 
0.44 $ 0.45 ' 

DIRECT __ ~ - - - _ - _ _ _  ADMINISTRATION 
_____... ....... 

- . -. 
TOTAL DIRECT LABOR $ 45,193,848.90 $ 24.01 $ 

DIRECT LABOR - OTHER COSTS $ 830,562.12 $ 

- $  - DIRECT LABOR - OTHER COSTS - BC $ - $  

- .  $ - $  $ OTHER TOOLS - SALARIES . . . . . . . . . .  

- $  

OTHER TOOLS - RENTS $ - $  - $  

- $  OTHER TOOLS - OTHER $ - $  

~ __ 

-. _____-_ - __ -_ ... 

__ -- - . . . . .  - ___-._ 

____ __ _ -. -- . -. ... - - _. .. __ 
_. - OTHER TOOLS - BENEFITS $ - $  ... ... 

MOTOR VEHICLES - SALARIES $ 4,394.43 $ 0.00 $ 0.00 

........ ____ __ -- 
-. -. .... .... .. - - 

__ 

- - .... .---____-- 
0.00 $ 0.00 

0.00 
0.01 $ 0.01 

7.11 $ 7.30 $ 13,384,005.02, $ .. 

32.43 

___ __ -. - . . . . . . . . .  . MOTOR VEHICLES - BENEFITS $ 1,441.18 $ 

MOTOR VEHICLES - RENTS $ 3,138.21 $ 0.00 $ 

MOTOR VEHICLES - OTHER $ 20,770.03 ' $ 

BENEFITS 
TOTAL DIRECTLY ASSIGNED $ 59,438,159.89 $ 31.57 $ 

TOTAL CLASSIFIED PROD HOURS 1,882,565.001 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 

_____. -_ 
__  - - _- ..... . . _. -. . 

_I___. - _- __ .. . . .  . 

- _. -. _ -. ........ -~ 

.- -. - - ... - ... 

__ _- . . _ _  - _. 

_- 
"DATA EXTRACT FROM FINANCIAL PROCESSOR 

. -  

laborrat .XIS 
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e FGlO e 

STATE: REGION 

FG/FSG: LAND AND BUILDINGS (FG10) 

__ __ _ _  ._- _ _ _  - 
1996 1997 

CLASSIFIED CLASS IF I ED 
_- __ _ _  - __  - - - _. - 

- __ - - 
1996 HOURLY COST HOURLY COST 

- COMPONENT DOLLARS** lBlB23) jC*B3) _ _ _ _ _  -- 

DIRECT ENG-PRODUCTIVE $5,416,377.00 $30.82 $31.65 

$0.03 3IRECT ENG-PREMIUM $5,636.00 $0.03 
3IRECT ENG-OTHER EMP $838,645 .OO $4.77 ' $4.90 

$3.73 
3IRECT ADMINISTRATION $1,240,520.00 $7.06 $7.25 

$47.56 TOTAL DIRECT LABOR $8,138,810.00 $46.31 

3IRECT ENG-OTHER COSTS $971,879.00 $5.53 $5.68 
$0.00 3 I RECT E NG-OTH ER-BC $0.00 $0.00 

$9.76 $10.02 3ENEFITS $1,714,429.00 

$61.59 $63.26 TOTAL DIRECTLY ASSIGNED $10,825,118.00 
TOTAL CLASSIFIED HOURS 175,747.00 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 
"DATA EXTRACT FROM FINANCIAL PROCESSOR 

.-__ __ -. . . ___ ~. 

- .. -. ___-___ 
--. _ _  $3.63 -- $637,632.00 - 3IRECT ENG-ANN PD ABS __ __ 

____-_.._ -. . -. - _ _  __ - 

- . __ ._ ___ __ 

.- - .. -. . __ __ __ 

-- __. . . . .. .- - ____ 
-- - - ____ - . .. - . . . . -. . . - _ .- - . . ... 

. ..- _________ - - - .. _ _  -. . -. . . - - __ 

____________-.___ . - . . - . __ __ - __ _. 

___- -- -. - . -. - -- -. . - - - .- _. . ... _ _ . _ _ _ _ _ ~  

laborrat.xls 
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0 

@ 

FG20 

1996 1997 
CLASSIFIED CLASSIFIED --- 

1996 HOURLY COST HOURLY COST -- - 

DOLLARS** ~ (B/B23) ' [C*B3) 
.- - COMPONENT 

DIRECT ENG-PRODUCTIVE $50,185,617.00 $25.70 
- - 

$26.39 
$0.22 
- - _- 

______-- 
DIRECT ENG-PREMIUM $4 14,942.00 $0.21 
DIRECT ENG-OTHER EMP $7,480,794.00 : $3.83 $3.93 

$3.58 $3.49 - DIRECT _- ENG-ANN PD ABS $6,813,944.00 ~ ~- 
$1 2,177,768 .OO $6.24 DIRECT ... .- ADMINISTRATION .. - _- .. 

DIRECT ......... ENG-OTHER COSTS $6,912,226.00 -- .- - _. - . ._ _. -. 

DIRECT ENG-OTHER-BC $0.00 $0.00 $0.00 

BENEFITS .............................. $16,849,312.00 __ ......... 

'BELLSOUTH REGION ___ TELEPHONE PLANT INDEXES 

___- 

.- 

$6.40 
TOTAL DIRECT LABOR $77,073,065.00 $39.46 $40.53 

$3.54 $3.63 

--.. ___ 

.. ............ ~ - - - . 

____ . 

_ _ _ _ _ ~ -  ._ .___.. 

$8.86 
$51.63 $53.03 TOTAL DIRECTLY ASSIGNED $1 00,834,603 .OO ........... .. 

TOTAL CLASSIFIED HOURS 1,952,963.00 

___. ___- $8.63 __ ... _ _  __ 

___ - 

. - - -. - -. - -. -. . _I 

_____ .- ._ .. - .  

"DATA EXTRACT FROM FINANCIAL PROCESSOR 

m 
A B C D --______ . . . .  . .  __--- 

..--- - ... ...... . ... - - ... - 
- . __ .. INFLATION FACTOR:* 1.027 *I _ _  - . -- 

-- -___ 
-__ --_ AND ENGINEERING PLANNING (FG20) 

- _-____ 
31XX OR 34XX OR 3AOX OR 3A1 OR 3A2 OR 3B1X -- 

laborrat.xls 
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0 

D - 
B C _________- A - .________ 

- _- -. - - ~ 

__ - NFLATION FACTOR:' I .027 

STATE: REGION 

JFC: 3A2X OR 341X 

- 

FG/FSG: NETWORK PLUG-IN ADMINISTRATION (PIGS): - _-__ 

-- _____ - - 

PlCS 

j 

e 

$16.47 

$1.02 
$130,531.31 $1.72 $1.77 

$2.68 DIRECT ENG-ANN PD ABS $1 97,718.23 $2.61 : 

$3.80 D I RECT ADMINISTRATION $280,041.06 $3.70 I 

TOTAL DIRECT LABOR $1,899,292.55 $25.07 I $25.74 

$1.56 DIRECT ENG-OTHER COSTS $1 14,813.13 $1.52 

$0.00 $0.00 $0.00 
$7.57 $7.37 

$33.96 $34.87 

____._. 
DIRECT ENG-PRODUCTIVE $1,215,509.34 $16.04 j 
~- 

--_-- $75,4 92.60 $1 .oo -- DIRECT ENG-PREMIUM 
-. __ .__- 

- DIRECT ENG-OTHER EMP -. 

- .- - ________ 
_- .-____________- 

-..-_-_ 

- ____ 

___ . . __ . DIRECT ~ ENG-OTH ER-BC _- 
__ _______ $558,821.89 ___ BENEFITS _ _ ~ _ _ _  -- 

wAL - . . . . _- DiREcTLY - AssiGNED $2,572,927:57 __.__ . 

'BELLSOUTH ~ REGION TELEPHONE _- PLANT INDEXES - . 

__ . -. .. 
TOTAL CLASSIFIED HOURS 75,773.00 

__ 

**DATA EXTRACT FROM FINANCIAL PROCESSOR 

___. -- ____- 
1996 1997 -__ 

CLASSIFIED -- C LASS1 F I ED 
HOURLY COST HOURLY COST - 1996 

DOLLARS'* IBlB23) [C*83) 
PEENT 

laborrat.xls 
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FG30 

,. e 

I A C D 

- -- 
$22.86 

$0.25 $0.25 

$2.79 DIRECT ENG-OTHER EMP $1 1,466,632.00 1 $2.72 

$4.90 
DIRECT ADMINISTRATION $20,108,042.00 ' $4.77 I $4.90 

$34.60 $33.69 TOTAL DIRECT LABOR 
$1.73 DIRECT ENG-OTHER COSTS $7,089,252.00 $1.68 

$0.00 $0.00 $0.00 

$8.94 $8.70 
TOTAL DIRECTLY ASSIGNED $185,859,137.00 $44.07 $45.26 
TOTAL CLASSIFIED HOURS 4,216,929.00: 

*BELLSOUTH REGION TELEPHONE PLANT INDEXES _I_ 

"DATA EXTRACT FROM FINANCIAL PROCESSOR 

... - 
DIRECT ENG-PRODUCTIVE $93,878,832.00 $22.26 I ____ 
DIRECT .. ENG-PREMIUM - - $1,043,839.00 ! - 

DIRECT ENG-ANN - PD ABS 1557921 3.00 ! $4.77 . 

- I._.-.- 

- - __ - __ 
__ -- $142,076,558.00 __-____- __ - .. ___.___ 

. .. - .. _- . __ 

_ - - ~  .--- ____. 
DIRECT ENG-OTHER-BC __-_ .. _. . -. ~. 

___. - BENEFITS . . .. . .. . . .. - .- . - . __ ___ $36,693,327.00 - 

_____ - .. ' 

____ - . . - . . . . . ._ . . . __ . .- . _ _  _. .. . -. __ 
-. - . . - -. - - - _. -. -. - - -. - 

__ INFLATION FACTOR:. 1.027 I--- 
~STATE: REGION 
FG/FSG: OUTSIDEPLANT ENGINEERING (FG30) 

1- JFC: 0032 OR 32XX OR 356X 

___ - 
1996 1997 __ - - _ 

C LASS IF1 ED -- __ CLASSIFIED - - -- t 1996 HOURLY COST HOURLY COST 

laborrat.xls 
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CABS 

D - . A B C -__ ~ _ _ _ -  
-- -. . . __- 

INFLATION FACTOR:* 1.027 - 

I- 
- 

STATE: REGION __ 
GROUP: CARRIERACCESS BILLING SYSTEM (CABS) - 
JFC: 1200 - -- 

1996 1997 - 
1996 HOURLY COST HOURLY COST 

COMPONENT D 0 LLAR S** (BIB231 (C'B3) 

.- 
DIRECT LABOR-PROD UCTlVE $2,578,216.32 $18.53 $19.03 

$0.40 ADMINISTRATIVE CLERICAL $54,256.78 $0.39 

DIRECT ADMINISTRATION $354,419.33 $2.55 $2.62 
$1 1,228.64 $0.08 $0.08 

DIRECT LABOR-ANN PD ABS $260,831.07 $1.87 $1.93 

$0.00 $0.00 $0.00 ' 

$2.91 DIRECT LABOR-OTHER EMP $394,241.92 $2.83 ~ 

TOTAL DIRECT LABOR $3,598,937.28 $26.26 $26.97 

$0.00 

__- 

-. - - - -- - __- 

~. --- 
_- 

______._ 

___ .~ 

_____-__- _- __ 

- 

___ -- $42.00 $0.00 

_.  .~ 

DIRECT LABOR-OTHER COST _ _  ~ 

$13.91 

$40.88 
- ___ - . -. $13.54 

$39.80 
- $1,884,023.84 

$5,483,003.1 2 _____ ___. ___ 

_____-___. - 
TOTAL HOURS 139,119.94 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 
**DATA EXTRACT FROM FINANCIAL PROCESSOR 

_----_I_ 

~- __-_ __ - 

la borrat. xls 
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ICSC LCSC 

C D 
. 

B -___ A - . . . . - .- 

- - - - __ _- - - 

____I_ 

INFLATION FACTOR:' 1.027 

STATE: REGION 
.. - - _-- - 

GROUP: CUSTOMER POINT OF CONTACT-ICSC/LCSC 
- 

JFC: 2300 

1996 HOURLY COST I HOURLY COST -- 
IC'B3) -- COMPONENT DOLLARS** (Bl6231 

DIRECT LABOR-PRODUCTIVE $5,333,747.99 ' $16.64 $17.09 
ADMINISTRATIVE CLERICAL $278,193.18 $0.87 $0.89 

~ 

$3.50 
$0.81 DIRECT LABOR-PREMIUM 

DIRECT LABOR-ANN PD ABS $73821 0.57 $2.30 $2.37 
TRAINING $0.00 $0.00 $0.00 

___ DIRECT ADMINISTRATION $1,093,135.54 $3.41 

$25 3,304.88 $0.79 
__- - - ~ - -  

- - ~ ~- _-____ 
__ . ____ - _- - - 

DIRECT LABOR-OTHER EMP $208,883.61 $0.65 $0.67 
~~ 

TOTAL DIRECTCABOR $7,905,475.77 $24.67 $25.33 

$0.02 DIRECT LABOR-OTHER COST $5,656.50 $0.02 

$16.97 BENEFITS $5,296,990.76 $16.53 
TOTAL DIRECTLY ASSIGNED $13,208,123.03 $41.21 $42.32 

___- 

--_____ -__ 

__ ._ __ . __ ___ 
_- - _. .. . . . __ 

__ ____ -.. 
TOTAL HOURS 320,490.84, 
. _ _  -. . . . - . -. _- .- 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 
**DATA EXTRACT FROM FINANCIAL PROCESSOR 

-___ _____ ___..__ .. . -. - . _ - _ _ _ ~ -  

1aborrat.xls 
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e POTS OPER 

D 
- 

A B C 
. ..___ 

-_________ ~ . _. - __ 
---- -- INFLATION FACTOR:' 1.027 

STATE: REGION 

JFC: 21 20 OR 21 29 OR 21 2G 
GROUP: OPERATCM SERVICES (POTS) -- 

- 
-- __  -____-- - 

I996 1997 ___-- - __- 
I996 HOURLY COST HOURLY COST _________- 

_- COMPONENT DOLLARS'* (BlB23) lC'B3) ___ - __. 

DIRECT LABOR-PRODUCTIVE $22,421,436.96 $15.10 $15.51 
~ ~ ~~ 

ADMINISTRATIVE CLERICAL $89,084.16 $0.06 $0.06 

$1.60 DIRECT ADMINISTRATION 

$I .02 DIRECT LABOR-PREMIUM $1,480,095.96 $1.00 I 

$2.67 DIRECT LABOR-ANN PD ABS $3,853,768.1 2 $2.60 ' 

$0.00 TRAINING $0.00 $0.00 

$2.93 $4,240,278.89 $2.86 DIRECT LABOR-OTHER EMP 
$34,396,253.89 $23.17 $23.79 TOTAL DIRECT LABOR 

DIRECT LABOR-OTHER COST $65,749.81 $0.04 $0.05 

$6.90 
$30.74 

.. -. . _-______ 
.-______ $2,311,589.80 $1.56 - 
__ - _. __ 

- ._-____.__ ~- 

__ - - 

_. - . - ._ . 

-~ - 

___ . .- - . -. - .- $6.72 ~ BENEFITS __ -___---- $9,974,393.07 __ 
TOTAL DIRECTLY __ ASSIGNED - $44,436,396:77 .. -__ I - _. . .. 

TOTAL _. HOURS ._____ 1,484,736.06 , .... 

. 'BELLSOUTH REGION -- 

$29.93 

TELEPHONE PLANT INDEXES __ .- . . . . 
"DATA EXTRACT FROM FINANCIAL PROCESSOR 

. -  

000269 
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0 DIR ASST OPER 

IN FLATION FACTOR:' 1.027 

STATE: REGION 
-__ 

~- ~ ~ 

GROUP: DIRECTORY ASSISTANCE 
JFC: 2940 OR 2949 OR 2946 

1996 1997 
1996 * HOURLYCOST ' HOURLYCOST I 

COMPONENT I DOLLARS" LBlB23) JC*B3) 
__ -- - 

$14.75 $15.151 
- -___-- 

DIRECT LABOR-PRODUCTIVE $84,034,521.44 

$0.00 
$0.95 DIRECT ADMINISTRATION $5,250,054.66 I $0.92 

$0.91 DIRECT LABOR-PREMIUM $5,070,960.29 $0.89 
DIRECT LABOR-ANN PD ABS $1 3,024,9 1 4.1 9 $2.29 $2.35 -I ADMtNlSTRATlVE CLERICAL $0.00 $0.00 _-__ -.___-__ 

~ _ _ _ -  
_ _ _ _  -- 

~~ ~ 

$1.83 
$21.19 
___ 

-___ . 

. 

$6.80 

TRAINING $0.00 $0.00 
DIRECT LABOR-OTHER EMP $10,163,335.16 $1.78 
TOTAL DIRECT LABOR $1 17,543,785.74 $20.63 9 

- .- 

-. 

__ -- 
$0.03 DIRECT LABOR-OTHER COST 

BENEFITS $37,739,210.16 I $6.62 
- $144,7 1 2.98 ____ 

TOTAL DIRECTLY ASSIGNED $1 55,427,708.88 $27.28 $28.01 I 
--I 

~ ~ 

- TOTAL HOURS 5,698,241.82 - 

- I 'BELLSOUTH REGION TELEPHONE PLANT INDEXES - 
'*DATA EXTRACT FROM FtNANClAL PROCESSOR I 

laborrat.xls 
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COIN COLL 

D - . . .. - . 
A B C __ -. . -_ .- - 

. .- . -. - ~- 

- - .__ - - . . . INFLATION FACTOR:* 1.027 

STATE: REGION 
GROUP: COIN COLLECTOR 

-. 

_ _ _ ~ ~  ~ 

JFC: 2600 OR 260G 

- - _ _  
1996 1997 

1996 HOURLY COST HOURLY COST _--- 
COMPONENT DOLLARS" I LBl623) JC'B3) 

DIRECT LABOR-PRODUCTIVE $5,156,591.68 $17.25 $I 7.71 
~~ 

$1.45 4DMINISTfWTIVE CLERICAL $421,571.80 $1.41 

$2.91 DIRECT ADMINISTRATION $846,133.46 $2.83 

$1.82 $1.78 

$2.38 3IRECT LABOR-ANN PD ABS $691,612.21 $2.31 

$0.00 $0.00 $0.00 TRAINING 
$0.69 $200,455.45 $0.67 

$26.96 $26.25 
$0.00 $0.00 

3ENEFITS $1,992,137.48 $6.66 $6.84 

-. .. ... . - -~ 

__ - ___ -___ - 
-. - _ _ _ _  -- $531,024.1 I 

_. - _--_- 3 IRECT LABOR-PREMI UM __ - 
_ _  .- ..__ . ____--- 

- - 
__ .- 

3IRECT LABOR-OTHER EMP 

__-- .- 
TOTAL DIRECT LABOR $7,847,388.71 

$1,165.50 
. .. .__ __ 

- - . . . __ - - ~IRECT __ _- LABOR-OTHER - COST - 

~ O T A L  DIRECTLY ASSIGNED $9,840,691.69 $32.91 $33.80 
TOTAL HOURS 298,987.09 

_-___ __.._ . . ._ - 

____ 
*BELLSOUTH __ .. ~ _.._-____---- REGION TELEPHONE PLANT ~ ~ _ _ _ _ _ _ _  INDEXES __ - . . . --- 
"DATA EXTRACT FROM FINANCIAL PROCESSOR 

laborrat.xls 
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COLL REP-RES 

__- - . __  . .- 

I .027 ___- INFLATION FACTOR:* 
. ... . ___-- 
STATE: REGION - 
GROUP: COLLECTDNS REP-RESIDENCE _________ 
JFC: 2E40 OR 2E4G __ -. ... -- . ._ -. 

. -_ . . . _- 
1996 1997 1 __-__-- 

1996 HOURLY COST HOURLY COST I 

$17.12 DIRECT LABOR-PRODUCTIVE $40,225,062.20 ’ $16.67 

$I .38 4DMINISTRATIVE CLERICAL $3,235,351.80 $1.34 I 

$I .91 3IRECT ADMINISTRATION $4,4 96,677.20 $1.86 
3 I RECT LABOR-PREMIUM $1,756,578.39 $0.73 $0.75 

$2.55 3IRECT LABOR-ANN PD ABS $5,992,543.58 

$0.00 $0.00 $0.00 TRAINING 
$2.07 

$25.77 

$0.02 
$7.52 3 EN E FITS 

TOTAL DIRECTLY ASSIGNED $78,278,569.16 $32.43 $33.31 

TOTAL HOURS 

‘BELLSOUTH REGION TELEPHONE PLANT INDEXES 
“DATA EXTRACT FROM FINANCIAL PROCESSOR 

_- _- - -- 
- .- - -- _- 

- - 
__ - 

. - - _. . . - $2.48 

31RECT LABOR-OTHER EMP $4,860,214.20 $2.01 

3IRECT LABOR-OTHER COST $43,874.00 $0.02 

__ __ .___- 

-- 

. -_ ____- 
_____-- 

TOTAL DIRECT LABOR $60,566,427.37 $25.09 
____ _ . 

-.I_ ____ ~ - . -  

. -. .. _ _  - $1 7,668,267.79 $7.32 __ .____ __-- 

- -....__I .~ __ ____ .- 

_I_. - . - - .- . 2,413,700.12’ _______-_ . - .- -. - -. -- 
__ 

la borrat.xls 
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e COLL REP-BUS 0 

A B C D 

--___- - - - 

__ __ INFLATION FACTOR:* 1.027 

STATE: REGION 
- __ - - 

___-_- __ -- 
-- GROUP: COLLECTlONS REP-BUSINESS -_ 
JFC. 2840 OR 2846 

-- 1996 1997 
1996 HOURLY COST HOURLY COST 

[C*B3) ___ - 
CC_OMPONENT DOLLARS** ' (81823) 

-_ 
$16.83 IEZEZGOR-PRODUCTWE $7,015,243.41 j $16.39 

ADMINISTRATIVE CLERICAL $54 3,720.97 $1.27 : $1.30 

DIRECT ADMINISTRATION $986,201.16 i $2.30 I $2.37 
DIRECT LABOR-PREMIUM $176,064.52 $0.4 I $0.42 
'DIRECT LABOR-ANN PD ABS $1,029,902.37 $2.41 $2.47 

$0.00 
$1.68 

$25.07 

$0.01 
$7.61 

$1 3,627,457.68 $31.83 $32.69 

-- 
-__- 

_______-_ 
- 

___ . - - 

_- - ITRAIN ING $0.00 $0.00 

-. - - . . $1.63 ,DIRECT LABOR-OTHER EMP $699,420.43 
'TOTAL DIRECT LABOR $1 0,450,552.86 $24.41 

.__ ___- 
- __ __ .- - -- 

_- DIRECT LABOR-OTHER COST $5,811 .OO $0.01 
_ _ _ ~  

__ __ .- _. 
BENEFITS $3,171,093.82 $7.41 

TOTAL DIRECTLY ASSIGNED j - __ ___ 
TOTAL HOURS 428,126.75 

*BELLSOUTH REGION TELEPHONE PLANT INDEXES 

L -. ____ 

_______- _- _- - . . . - 

___. - .. . _ . . -- 

__ .-___ . . -. . ___ 
:**DATA EXTRACT FROM FINANCIAL PROCESSOR 

laborrat.xls 
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SVC REP-RES 

STATE: REGION 

JFC: 2E50 OR 2570 OR 2E5G OR 2E7G 
GROUP: SERVICEREP-RESIDENCE 

____ __ ______ 1996 1997 

1996 HOURLY COST HOURLY COST 
[C*83) DOLLARS** (81823) 

- 

laborrat.xls 
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0 

* 
SVC REP-BUS 

D -- - - - - C 
-. 

A 6 

- - 

- ~- 1027 
I---- 
IN FIAT ION FACTOR:* 
STATE: REGION 

JFC: 2850 OR 2870 OR 2880 OR 2856 OR 2876 OR 288G 

- --__- 

GROUP: SERVICE REP-BUSINESS __ 
- 

___ __ _____ _-- 
1996 1997 

--- 
$18.08 DIRECT LABOR-PRODUCTIVE $31,963,354.14 $17.61 

$1.34 ADMINISTRATIVE CLERICAL $2,359,798.91 $1.30 
DIRECT ADMl N ISTRATION $5,420,291 69 $2.99 $3 07 
DIRECT LABOR-PREMIUM $1,261 ,I 50.51 $0.69 $0.71 

$2.78 DIRECT LABOR-ANN PD ABS $4,905,651 67 $2.70 
TRAINING $0 00 $0.00 $0.00 
DIRECT LABOR-OTHER EMP $2,623,952.83 , $1 45 

-- - - 

- -  -- 

-- 
_- 

_- 
$1.48 

$27.46 
_-_____ - 

_______- TOTAL DIRECT LABOR $48,534,199.75 $26.74 -__- 

1996 HOURLY COST HOURLY COST 

.a $7.81 
$34.35 $35.28 

. ___ . 
BENEFITS $1 3,797,535.71 $7.60 
-. . - ._.--.._._I__ 

-- - . -. . - . -. $62,357,858.96 TOTAL . _ _  . .- - DIRECTLY __ ._ ASSIGNED -- -- 

'BELLSOUTH REGION ~ - -  TELEPHONE PLANT INDEXES 

_____ 
TOTAL HOURS 

**DATA EXTRACT FROM FINANCIAL PROCESSOR 

1,815,229.93' _______ ~ _ .  .. __ , . . . .. . .. -. 

-- 

$26,123.50 $0.01 $0.01 I- DIRECT LABOR-OTHER COST -__ -- 

. -  

000275 
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e 

* -  
COMP CLER 

D __ ---- _- - - B C 
---_ 

A - _  _ _  ___ -- 

-_ - __ ___________ __- -- 
_- 

IN FLATION FACTOR.* 1027 

STATE: REGION 

JFC 1240 OR 1250 OR 1260 OR 1270 I 

GROUP: COMPTROLLERS CLERICAL -- 

-- 
1996 1997 _- _ _  -- - 

1996 HOURLY COST HOURLY COST -_  

4 

@ 

.. -. 
DIRECT LABOR-PRODUCTIVE $17,011,712.79 $17.05 ! $17.51 

$0.73 $0.71 ADMINISTRATIVE CLERICAL $71 2,129.08 -__ 
$ I  .59 $1,545,230.42 $1.55 

$1.14 $1.11 DIRECT LABOR-PREMIUM - $1,106,955.98 _- 
$1.72 $1.77 DIRECT LABOR-ANN PD ABS $1,715,562.33 _____ 

$0.00 TRAINING $0.00 $0.00 

$2.69 DIRECT LABOR-OTHER EMP $2,611,722.54 $2.62 ~ 

TOTAL DIRECT LABOR $24,703,313.14 I $24.77 $25.43 

--- 

_. - 

___ __ - - .-___ 
DIRECT ADMINISTRATION 
-.__- .____ 

__ 

-- 
___.___ 

___ 
DIRECT LABOR-OTHER COST $1,921 S O  $0 .oo $0.00 

TOTAL . . . . - .. __ .. . . DIRECTLY .-____.I ASSIGNED -- 

--___.. __ ~ __ 
__ $13.12 .. -. . - .. 

$37,448,166.33 $37.54 I $38.56 

BENEFITS $12,742,931.69 $12.77 -_ -- - 
__ 

-__--I.____- __ - 
TOTAL HOURS 997,509.00 

'BELLSOUTH REGION TELEPHONE PLANT INDEXES 
"DATA EXTRACT FROM FINANCIAL PROCESSOR 

____  ---- 

- ___ - -.-__ ... - . .. _ . . _____ 

__ DOLLARS** lBlB23) [C*B3) -___- lcoMPoNENT 

. -  

laborrat.xls 
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0 NTWK SVC CLER 

B C D 

- . _- -- -___-- - __ __ - -- 
- -- NFLATION FACTOR:* 1.027 

- 
- - STATE: REGION -- 

FROUP: NETWORK SERVICES CLERICAL 
JFC: 2700 OR 2730 - _ _  - 

~ 

1997 ___ 1996 
_- 

1996 HOURLY COST HOURLY COST _. . . 

000277 

10/12/99 1:49 PM laborrat.xls 
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AE SD SC 

DIRECTLY ASSIGNED LABOR RATES FOR 

-- - ACCOUNT EXECUTIVE, SYSTEMS DESIGNER AND SERVICE CONSULTANT __ 

INFLATION FACTOR:’ 1.027 
~~ ~ 

- 1997 
1996 HOURLY RATE 

ACCOUNT EXECUTIVE HOURLY RATE lB’B4) - 

DIRECT SALARIES AND WAGES $ 54.90 $ 56.38 
~~~ 

13.23 OTHER DIRECT ~ $ 12.88 $ 

DIRECTLY ASSIGNED WITH SALES COMP $ 67.78 $ 69.61 
-- 

____-__ _ _  ---_ 
45.80 
10.74 

- 31RECT SALARIES AND WAGES $ 44.60 $ 

$ 10.46 $ 3THER DIRECT __-______ __ 
$ 55.06 $ 56.55 DIRECTLY ASSIGNED WITHOUT - SALES COMP __ 

-_ ____ ___--- - .. __- __-. _- 
3IRECT SALARIES AND WAGES $ 50.05 $ 51.40 

12.06 
63.46 

__ -- 3THER DIRECT $ 11.74 $ 

DIRECTLY ASSIGNED WITH SALES COMP $ 61.79 $ 
.._____- 

-. . ____ 
~- - - - . - - - . . .- - __ _____ ___- 

47.26 31RECT SALARIES AND WAGES $ 46.02 $ 

1 I .08 10.79 $ 3THER DIRECT $ 
DIRECTLY ASSIGNED WITHOUT SALES COMP $ 56.81 $ 58.34 

__-- __ . -. . - 
. - .. .. . . - .. - 

- - - - - _ _  __ 
34.39 3IRECT SALARIES AND WAGES $ 33.49 $ 

8.07 $ 7.86 $ 3THER DIRECT 
DIRECTLY ASSIGNED $ 41.35 $ 42.47 

- _- - 

____ _-__ - 

%ELLSOUTH REGION TELEPHONE PLANT INDEXES I 

SOURCE: FINANCE DEPARTMENT/BELLSOUTH BUSINESS SYSTEMS 

. -  
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SECURITY ACAC 

- - ........... . ................... .- -- 

__ - 
SECURITY ESCORT 7-1 5-98 

1998 - 2000 DIRECTLY ASSIGNED - BASIC, OVERTIME, PREMIUM 
.. .......... .- -- 

_---- C A C  HOURLY RATE REFERENCE 
.......... -- 

__ DIRECT S&W $ 27.87 ACAC D19 

LESS PREMIUM $ 1.15 , ACAC D 15 
- 

._ _ _  - 

DIRECT S8W LESS PREM $ 26.72 

SHARED COST $ 11.34 
-_____-- 

BII'SHARED LABOR FACTOR 822 __ ___-- 
- - -- 

OTHER DIRECT !§ 8.27 ACAC D31 -ACAC D19 
_-___- 
3ASIC LESS PREMIUM $ 46.33 

'OTAL 1998 - 2800 TELRIC s 49.1 1 B14'INFL FACTOR E14 
___ -____ 

......... ______-- 
- .... -- ~ - ._ ____ __I_-- 

IVERTIME (1 112) 

_. ............ .-- 
ACAC D19 
ACAC D 15 - 

. ___- ........ 
27.87 DIRECT S8W $ 

LESS PREMIUM $ I .I5 

DIRECT S8W LESS PREM $ 26.72 
1/2 PROD LABOR $ 9.34 ACAC D14/2 

15.30 SHARED COST $ 
OTHER DIRECT $ 8.27 ACAC D31 -ACAC D19 

I T  LESS PREM + 112 PROD $ 59.63 
'OTAL 1998 - 2000 TELRIC $ 63.20 

.. ____- 
~ _. .. ___- 

.................... ___ .- .- - - 

__- ............... 

B21 +B22*SHARED LABOR FACTOR B22 .. ......... -- __ 

.. ............. ......... ~ 

__ ........................... _-.___ 

B25'INFL FACTOR E14 
~ . . . . . . . . . . . . . . . . . . . . . . .  ................... -- 

-_____.___. ........ ........... ..__ 

___ - - - - - _ _ _ _ _  - ~ -  
REMIUM (2X) - __ - __ 

_ _  DIRECT S8W $ 27.87 ACAC D19 

ACAC D 15 LESS PREMIUM $ 1.15 
DIRECT S&W LESS PREM $ 26.72 

1X PROD LABOR - $ 

SHARED COST $ 

OTHER DIRECT - $ 8.27 
'REM LESS PREM + 1X PROD $ 72.94 
'OTAL 1998 - 2000 TELRIC s 77.30 B25'INFL FACTOR E14 

__ __ _ _  . - 
__- - -  - -  - - _- 

~ - -  -- 
18.68 ACAC D14 

19.26 B32+B33'SHARED LABOR FACTOR 822 __ ___ - _- -_ 
ACAC D31 -ACAC D19 __ - __ 

_ -  - 

laborrat.xls 
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e ' SECURITY COIM-CIR FAC 

. A  B C 
- ._ ~- ~ 

- -- -~ 
--- SECURITY ESCORT 7-1 5-98 

1998 - 2000 DIRECTLY ASSIGNED - BASIC, OVERTIME, PREMIUM 

REFERENCE - COlM - CIR 8 FAC HOURLY RATE -~ 

----___-- 

BASIC 
DIRECT SBW $ 28.75 COIM-CIR&FAC D19+D22+D26 

LESS PREMIUM $ 1.54 COIM-CIR&FAC D15 
- -  

DIRECT S&W LESS PREM $ 27.21 

BlI'SHARED LABOR FACTOR 814 - _____- SHARED COST $ 7.44 
OTHER DIRECT $ 1 1.70 CO I M-CI R&FAC D3 1 -D 1 9-022-026 

~- __ 

- -- - -- 
BASIC LESS PREMIUM $ 46.35 
______________- 

$ 49.1 2 B14'1NFL FACTOR E14 -- TOTAL 1998 - 2000 TELRIC __ _-- 

. . . .__ - - ___ --- 
OVERTIME ( I  112) - 

COIM-CIR&FAC D19+D22+D26 ~ 

COIM-CIR&FAC D15 - 
_ _  

- ____- DIRECT S8W $ 28.75 

I .54 $ LESS PREMIUM 
DIRECT S8W LESS PREM $ 27.21 

$ 10.21 1/2 PROD LABOR 
SHARED COST $ 

-- -- ~ - -  ___ 
_ _  __  __ ----- 

COI M-CIR&FAC D14/2 - - - -- -_ - ~ _ _ _ _  __ 
10.23 B21+B22'SHARED LABOR FACTOR 814 _ _ _ _  - -__ -- 

OTHER DIRECT $ 1 I .70 COIM-CIR&FAC D31 -D19-D22-D26 
~~ 

- ~ -  OT LESS PREM + 1/2 PROD $ 59.35 
_____ 
TOTAL 1998 - 2000 TELRIC $ 62.90 B25'INFL FACTOR E14 
- 

__  - - - -- 
DREMIUM _I__ (2X) -- - - __ 

COIM-CIR&FAC D19+D22+D26 - - __ - -- DIRECT S8W $ 28.75 -______ -__ 

--- LESS PREMIUM $ 1.54 COIM-CIR&FAC D15 
___ 

DIRECT S8W LESS PREM $ 27.21 

SHARED COST $ 13.02 B32+B33'SHARED LABOR FACTOR 814 

.___- 
1X PROD LABOR - $ 20.42 COIM-CIR&FAC D14 

_- OTHER DIRECT- $ 11.70 COIM-CIRBFAC D31-D19-D22-D26 

PREM LESS PREM + 1X PROD $ 72.35 
TOTAL-1998 - 2000 TELRIC $ 76.68 B36'INFL FACTOR E14 
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e ' SECURITY ICSC LCSC 

C . . . -. . . - .. - . - - - - 
. A  B 

.. . 

._ __ __ __ - 
__ _- __ __ - - SECURITY ESCORT 7-1 5-98 

1998 - 2000 DIRECTLY ASSIGNED - BASIC, OVERTIME, PREMIUM --- 
- 

REFERENCE 
-- 
lCSC/LCSC HOURLY RATE 
___ -- 

_- 
ICSC LCSC D19 

BASIC - 

BASIC LESS PREMIUM 52.38 : 

TOTAL 1998 - 2000 TELRIC $ 55.52 ' B14'1NFL FACTOR E14 
p___-___. 

- - __ 

P 
23.33 DIRECT S8W -~ 

OVERTIME (1 1/2) 
-. 

ICSC LCSC D19 
ICSC LCSC D15 

I - 
ICSC LCSC D19 -- ̂ ^  

'REMIUM (2X) 

- - - -  DIRECT S8W $ 23.33 

LESS PREMIUM $ 0.81 ' __ - - -. 

-___-- 
-.___- 

ICSC LCSC D15 
__ . - - ._ -_ -- . -  

- _ _  
DIRECT S8W LESS PREM $ 24.52 1 

17.09 , ICSC LCSC D12 

.^ .. ""2+B33*SHARED LABOR 
1XPRODLABOR - $ 

TOTAL 1998 - 2000 TELRIC 

000290 
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e SECURITY DIR ASSG ACAC 
e 

-~ PREMIUM (2X) ~- 

DIRECTLY ASSIGNED - 36.14 ACAC D31 - $ 
$ 1.15 

$ 34.99 
$ 18.68 , ACAC D14 

s 56.88 B29'INFL FACTOR E14 

- - -. - .- - 
ACAC D15 ____ -. .. . . . . _- - ... . -. - LESS PREMIUM -__- 

______-- .- . . . .. . -. DA LESS PREM _- ~- 

- _. _. . . .. 1X PROD LABOR - .- - 

-. . .- -. _ _  __ .. 'DA LESS PREM + 1X PROD $ 53.67 
- 

TOTAL 1998 - 2000 DA 

___ . .. . __- - .. . 
C --- 

' A  B 
____ 

I - - - 

____ 
SECURITY ESCORT 7-1 5-98 _-_- 

1998 - 2000 DIRECTLY ASSIGNED - BASIC, OVERTIME, PREMIUM _____ 

HOURLY RATE REFERENCE ---=I _ _  - 
- 

4CAC 

--I 3ASIC 
$ 36.14 I ACAC D31 DIRECTLY ASSIGNED 

LESS PREMIUM $ 1.15 , ACAC D15 

$ 34.99 - DA LESS PREM - 
TOTAL 1998 - 2000 DA s 37.09 B11 'INFL FACTOR E l  4 

---I __-- 
- 

OVERTIME (1 112) 
DIRECTLY ASSIGNED $ 36.14 ACAC D31 

$ 115 ACAC D 15 LESS PREMIUM 
DA LESS PREM $ 34.99 

$ 112 PROD LABOR -- 
$ 44 33 

- 

--___ 
--- 

_ _  _- ___ 
9.34 - ACAC D 1412 _. -- 

___-_--- DA LESS PREM +1/2 PROD 
TOTAL 1998 - 2000 DA s 46.99 
p...-.---- 

B20'1NFL FACTOR E14 -___ - -- 
-__ ~ _____-- ~ ---- 

------____-___-_- 

O O C 2 9 7  
10/12/99 1 :49 PM 



%CURITY DIR ASSG COIM-CIR FA t 
- C _ _  - - B - -___ A -_ 

____ 
SECURITY ESCORT 7-1 5-98 

1998 - 2000 DIRECTLY ASSIGNED - BASIC, OVERTIME, PREMIUM - 
~ 

COlM - CIR8FAC HOURLY RATE REFERENCE 
_- - -  - 

---__ _ _ _  ~- 
BASIC 
- 

DIRECTLY ASSIGNED $ 40.46 COIM-CIR&FAC D31 

LESS PREMIUM $ 1.54 ' COIM-CIR&FAC D15 
- 

- - -- - 
DA LESS PREM $ 38.91 

TOTAL 1998 - 2000 DA s 41.24 
--- 

BlI'INFL FACTOR E14 _ _  _-_- -___- - 

__-_ - ........ . . . . . . .  -I__-- ___ - _ _ _  

- _ _  - - _- 
CO IM-CI RBFAC D3 I 
COIM-CJR&FAC D15 

._ 

- .__ OVERTIME (1 112) __ 

__ 40.46 DIRECTLY ASSIGN ED $ 
LESS PREMIUM $ I .54 

38.91 $ 
$ 10.21 

DA LESS PREM +1/2 PROD $ 49.12 

52.06 $ 

- 
__ - .- - 

- 

COIM-CIR&FAC D 14/2 
I_ .- 1/2 PROD LABOR ____________ 

i 

__ - - -- 
B20'1NFL FACTOR E l  4 

-. . . . .  - 
____ - . . . . . . . . . .  - 

__ 

.... .  PREMIUM (2X) - 
COIM-CIR&FAC D31 

LESS PREMIUM $ I .54 COIM-CIR&FAC D15 
_______.- __ DIRECTLY ASSIGNED $ 40.46 

__-.- 

- -. 

___ .. - -. . - $ 38.91 _ _  - DA LESS PREM 
1X PROD LABOR $ 20.42 . 
_ _ ~  

COIM-CIR&FAC D14 __ __ -. ........ .. . . - 
DA .... - LESS . - . PREM -. .- + 1X PROD $ 59.33 - 

TOTAL 1998 - 2000 DA s 62.88 B29'INFL FACTOR E14 
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e 
SECURITY DIR ASSG ICSC LCSC 

e 

- _ _  - - - -_ _ _  A B C 

_ _ _  - - - - _. - _- 

- __ __ SECURITY ESCORT 7-1 5-98 

1998 - 2000 DIRECTLY ASSIGNED - BASIC, OVERTIME, PREMIUM 
- 

ICSC/LCSC HOURLY RATE REFERENCE 
-____.- 

___ ____ BASIC 
$ 42.32 ICSC LCSC 022 

-- I LESS PREMIUM $ 0.81 ~ ICSC LCSC D15 

$ 41.51 
$ 44.00 BlI'INFL FACTOR E14 

-~ 

--__ 

- OVERTIME (1 112) 
DIRECTLY ASSIGNED $ 42.32 ICSC LCSC D22 

LESS PREMIUM $ 0.81 ICSC LCSC D15 

DA LESS PREM $ 41 51  

- - -- - _- 
$ 8.55 ICSC LCSC D12/2 

DA LESS PREM +1/2 PROD $ 50.06 

B20*INFL FACTOR E14 __ __ _- --- s 53.06 i - TOTAL 1998 - 2000 DA 

____.._ .. . - - . . . . *  

I------------ 
___ 

ICSC LCSC 022 
0.81 ICSC LCSC D15 

___--- $ 42.32 

$ 
-___ DIRECTLY ASSIGNED 

___- 

__ __-___. 

DA LESS PREM $ 41 5 1  

1X PROD LABOR $ 17.09 
DA LESS PREM + 1X PROD $ 58.60 
TOTAL 1998 - 2000 DA s 62.1 1 B29*INFL FACTOR E14 

ICSC LCSC D l 2  
~~ --- 

__ - __ _ _  - 
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UNBUNDLED NETWORK ELEMENT (UNE) STUDIES 

Electronic copies of filing, models, spreadsheets and instructions 
(Proprietary and Nonproprietary) 
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BellSouth 
- 

TELRIC Calculator 5 

Version 1.3 

Operating Instructions 

. -  
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e Installing the BellSouth TELIRIC Suite 

0 Insert the CD-ROM in the CD-ROM dnve. 

0 Windows 3.1 : Select the File 1 Run menu option in Program Manager. 
Windows 95/NT: Click the Start button on the task bar and then click Run. 

0 Type the drive letter of the CD-ROM drive, followed by a colon (:) and a backslash 
(\), and the word setup. For example: 

d:\setup 

You may optionally click the Browse button to locate the setup.exe file on the 
CD-ROM. 

Click OK. 

- 0 You will be guided through the remainder of the installation process. Follow the - 
instructions on your screen. Click Next to continue through the Setup process. Once 
the setup program has written the application files to your PC, it may need to restart 
Windows to complete the installation. You will be prompted if this is necessary. In 
this case, if Windows is not restarted, the applications may not function correctly. 

BellSouth TELRIC Calculator 2 
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Starting the BellSouth TELWIC Calculator 

I *  

Windows 3 1 1  

Open the Program Group entitled “BellSouth TELRIC Suite ~ 1 . 3 ” .  
Double-click the BellSouth TELRIC Calculator icon. 

Windows 95 and Windows NT 4.0 

Click the Start Button. 
Move the mouse to highlight Programs. 
A list of programs and folders will pop-up. 
Locate the folder entitled “BellSouth TELRIC Suite vl.3”. 
Move the mouse to highlight the BellSouth TELRIC Calculator icon and release the 
mouse button. 

BellSouth TELRIC Calculator 3 
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Opening Screen 

Menu Options 

- File 
- Open TELRIC Calculator - Selecting this option will display the Cost Element 
Selection Screen, the interface for computing TELRIC for the unbundled cost 
elements. This may also be accomplished by clicking the BellSouth logo. 
Exit - TELRIC Calculator - Choose this option to exit the TELFUC Calculator. 

- Models 
- Loop Model - Selecting this option will launch the BellSouth Loop Model. 
Switched Network Calculator - Selecting this option will launch the BellSouth 

- Switched Network Calculator. - 
- Capital Cost Calculator - Selecting this option will launch the BellSouth Capital - 
Cost Calculator. - 
- Shared and Common Cost - Selecting this option will launch the BellSouth 
Shared and Common Cost Application. 

- 

- Help 
- Contents - Displays help table of contents. 
- Search - Displays list of help topics that can be searched. 
- About - Displays a dialog box containing version information. 

BellSouth TELRIC Calculator 4 
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Cost Element Selection Screen 

The Cost Element Selection Screen is the focal point for creating and running 
TELRIC scenarios. When you open the Calculator for the frrst time, the BellSouth 
default factors and investments are loaded into the TELRIC WORKING database. 
You may create multiple scenarios by modifying the factors and investments stored 
in the WORKING database and saving them for future retrieval. 

Cost Element Selection List 

The Cost Element Selection List is similar to Windows File Manager or Explorer. When 
the screen is first displayed, a list of folders are displayed along with their description. 
These folders represent cost element groupings. Clicking on a folder will expand the list 
so that you can see all elements or folders that are grouped under it. The selected item 
will be highlighted. Clicking the same folder again will close the folder. Cost elements - are denoted by a page icon. 

At this time the TELRIC Calculator will only allow you to select one item in the list. 

- 
- 
- 

That item may be a folder of elements or an individual element. The item that you select 
will affect other functions on the screen. For instance, if you select the A.0 folder, all 
elements under A.0 will be processed when you click run. Also, your selection will affect 
what elements are displayed when you choose to view or edit Investments. If you select 
the topmost folder, all elements will be displayed or run. 

L 

Factors and Investments Option 

The Factors and Investments option button at the bottom left comer of the screen controls 
the factors and investments that will be displayed and/or run. If BellSouth Defaults is 
selected, the BellSouth default factors and investments will be displayed or run. If 
Current Scenario is selected, the factors and investments stored in the WORKING 
database are used: In this manner, you may choose to use the BellSouth default values 
for a run without opening a new scenario and wiping out the modifications you have 
made to the.VORKING factors and investments. 

Factors Button 

Clicking this button will display the Viewadit Factors screen where you may make 
changes to factors. Refer to the section entitled ViewEdit Factors for instructions on - 
using this screen. 

000305 
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Cost Element Selection Screen (cont.) 

Investments Button 

Clicking this button will display the ViewEdit Investments screen where you may make 
changes to investments. Refer to the section entitled ViewEdit Investments for 
instructions on using this screen. 

View Output Button 

Clicking this button will display the View Output screen where you may view the output 
Excel worksheet files that are created by the Calculator runs. Refer to the section entitled 
View Output for instructions on using this screen. 

Run Button 

Clicking this button will start the process that will calculate TELRIC for the selected cost 
elements. If you run less than 20 elements, the average run time per element is two 
minutes. If you run 20 elements or more, the average run time per element is reduced to 
roughly one half the time depending on the elements that are run. 

Status Bar 

At the bottom of the screen is a status bar. The status bar provides information about the 
currently running process. In addition, if you position your mouse over objects on the 
screen, the status bar will indicate the object’s function. 

. -  

BellSouth TELRIC Calculator 6 
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Cost Element Selection Screen (cont.) 

Menu Options 

File 
- New - Resets the WORKING database to the BellSouth defaults. 
- Open - Displays a screen which allows you to open saved or exported scenarios. 
Refer to the sections entitled Opening a Scenario and Importing a Scenario for 
instructions. 
- Save - Saves the current WORKING database for later retrieval. 
Refer to the section entitled Saving a Scenario for instructions. 
- Export - Creates a copy of a scenario that can be transported to another PC. 
Refer to the section entitled Exporting a Scenario for instructions. 
Run - Runs the currently loaded scenario. 
View Output - Displays the output screen where you may view run output. 
- Close Current Screen - Closes the Cost Element Selection screen and returns 

- - - - - 
- - you to the opening screen 

Exit - TELRIC Calculator - Choose this option to exit the TELRIC Calculator. 

State - 
All BellSouth states are listed but not all are available depending on the user. 
The unavailable states are grayed out and cannot be selected. The currently 
selected state is indicated by a check mark. 

- Options 
- Collapse List - Closes all the cost element folders in the selection list. 

Summary - 
- Last Run - Displays a summary report that includes the elements processed in 
the last run that was executed. 
All Elements - Current - Scenario - Displays a summary report that includes all 
elements in the currently loaded scenario. 
All Elements - BellSouth Base Case - Displays a summary report that includes 
all elements processed with the BellSouth default factors and investments. 

- Help 
- Contents - Displays help table of contents. 
- Search - Displays list of help topics that can be searched. 
About - Displays a dialog box containing version information. 

000307 - 
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View .I Edit Factors Screen 

To display the View / Edit Factors Screen, click the Factors button on the Cost Element 
Selection Smeen. If the Factors and Investments option button the Cost Element 
Selection Screen is set to BellSouth Defaults, the BellSouth Default factors will be 
displayed. The defaults can not be modified. If the Factors and Investments option 
button is set to Current Scenario, the factors currently stored in the WORKING database 
will be displayed. 

The factors are arranged into the following categories displayed on tabbed file folders: 

Inplant Factors 
Loadings 
Miscellaneous 
Annual Cost Factors (excluding Cost of Capital factors which have their o w n  tab) 
Cost of Capital - 
Disconnect Factors - .  

Global Factors c 

You may switch between the factor categories by clicking on the tabs. 

Current Record 

As you move around in the factor tables by clicking with the mouse or using the arrow 
keys, the description for the currently selected record will be displayed at the top of the 
tab. 

Modifying Factors 

You may modify the factors by clicking on the cell that you want to modify, typing the 
changes, and pressing <ENTER> or moving to another row. If you type into a cell, 
without pressing <ENTER> or moving to another row and then click another tab, your 
updates will be last. 

Reset to BellSouth Defaults 

On each tab there is a Reset to BellSouth Defaults button. Clicking this button will 
cause all factors on that tab to be reset to the BellSouth default values. 

If you wish to reset all factors, not just the ones on the current tab, select the - Defaults I 
Reset ALL factors to BellSouth defaults menu option. 

000308 e 
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l I e View ./ Edit Factors Screen (cont.) 

- 
Capital Cost Calculator 

The factors on the Cost of Capital tab were developed in the BellSouth Capital Cost 
Calculator. You may open the Capital Cost Calculator to change the development of 
these factors by clicking the Capital Cost Calculator button. 

Once you make the desired changes, please exit the Capital Cost Calculator. To apply the 
changes that you made in the Capital Cost Calculator to the TELRIC Calculator 
WORKING database, click the Load Values From Calculator button. 

Since the Shared Cost Factor, Common Factor, and TELRIC Labor Rates are dependent 
on the output fiom the Capital Cost Calculator, they will be updated at this time. This 
may take several minutes. - 

Shared and Common Cost Application 

The Shared and Common Cost factors are developed in the Shared and Common Cost 
Application. In addition, the TELRIC Labor Rates are dependent on the output of the 
Shared and Common Cost Application. On the Annual Cost Factors and Global tabs 
there is a Open Shared and Common button. Clicking this button will cause the Shared 
and Common Cost Application to be opened so that you may make changes. To apply 
the changes that you made in the Shared and Common Cost Application to the TELRIC 
WORKJNG database, click the Load Shared and Common button. 

BellSouth TELRIC Calculator 9 
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View ’/ Edit Investments Screen 

To display the View / Edit Investments Screen, click the Investments button on the 
Cost Elemem Selection Screen. If the Factors and Investments option button the the Cost 
Element Selection Screen is set to BellSouth Defaults, the BellSouth Default investments 
will be displayed. The defaults can not be modified. If the Factors and Investments 
option button is set to Current Scenario, the investments currently stored in the 
WORKING database will be displayed. 

The investments are arranged into the following categories displayed on tabbed file 
folders: 

Investments (Volume-Sensitive and Non-Volume Sensitive) 
Recurring Additives 
Non-Recurring Additives 
Recurring Labor (Hours) 
Non-Recurring Labor (Hours) 
Labor Rates 

You may switch between the investment categories by clicking on the tabs. 

Current Record 

As you move around in the investment tables by clicking with the mouse or using the 
arrow keys, the description for the currently selected record will be displayed at the top 
of the tab. 

Modifying Investments 

You may modify the investments by clicking on the cell that you want to modify, typing 
the changes, and pressing <ENTER> or moving to another row. If you type into a cell, 
without pressing <ENTER> or moving to another row and then click another tab, your 
updates will be lost. 

BellSouth TELRIC Calculator 10 
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Reset to BellSouth Defaults 

On each tab there is a Reset to BellSouth Defaults button. When you click this button 
you will be given three options: 

Selected record only - Only the currently selected record will be reset. 
Displayed elements only - All elements displayed on the tab will be reset. 
All elements - All elements in this investment category will be reset. 

If you wish to reset all investment categories, not just the ones on the current tab, select 
the - Defaults I Reset ALL investment types to BellSouth defaults menu option. 

Open Source 

As you navigate the investment tables, the name of the development source for the 
selected row will be displayed. If you would like to view and/or modify the investment 
development, you may open the source by clicking the Open Source button. Depending 
on the element, the source may be the BellSouth Loop Model, the BellSouth Switched 
Network Calculator, or an Excel worksheet. 

Reload Values From Source 

At this time, updating the source does not automatically update the WORKING database. 
To apply any changes that you made, click the Reload Values From Source button. 
A list of all elements in the source will be displayed. All elements that are listed will be 
updated. If you do not wish to continue, click the Cancel button, otherwise click the OK 
button. 

Depending on thesource and the number of elements that are being reset, the amount of 
time required to perform the reset will vary. The status bar will keep you informed about 
what the Calculator is doing during this process. 

BellSouth TELRIC Calculator 11 
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View ./ Edit Investments Screen (cont.) 

Resetting Investment Worksheet To BellSouth Defaults 

When you first open an Excel Investment Worksheet, the default worksheet is copied into 
the BLSTLRIC\TELRIC\INVSTMTS\USER\state directory. The Calculator will 
continue to read the investment worksheet from this directory until you choose to delete 
it. To delete all the user copies of the investment worksheets, select the Defaults I Reset 
Investments Worksheets to BellSouth defaults menu option. All of the copies of 
investment worksheets will be deleted and any subsequent open of an investment 
worksheet will cause a fresh copy to be loaded. 

Non-Recurring Labor Element Life and Disconnect Factors 

The Non-Recurring Labor Element Life is element specific. On the Non-Recurring Labor < 
tab you may have multiple Job Function entries for an element and the Life is specifed for ~ 

row, all rows for that element will be updated. 

Because the Life plays a role in calculating the Disconnect factor for an element, any Life 
changes will cause the Disconnect factor for that element to be recalculated. In the event 
the Life specified is beyond the available range (ie. date is too far in the future), you will 
be presented with several options: 

each element. Because the Life is element specific, when you change the Life for one - - 

e 

Reset Life To Its Original Value 
The Life will be restored to its value before you made the change. 

Accept Default Disconnect Factor of 1 
The Disconnect Factor will be set to 1 

Calculate Disconnect As Indicated Below 
The Disconnect Factor will be recalculated based on the End-Point factor for the last 
month in the disconnect table. The calculation will be displayed so that you may preview 
what the faitor will be. 

BellSouth TELFUC Calculator 12 
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0 e 
View .Output Screen 

To display the output files created by the Calculator, click the View Output button on the 
Cost Element Selection Screen. The Output Screen will be displayed, listing the 
available output files. 

List Options 

By default, the outputs from the most recent run will be listed. To display all available 
output files that you have created, click the AM available user outputs button. To 
display the default BellSouth output files, click the Default BellSouth outputs button. 

Selecting Files 

To select a file, click on its entry in the list. The entry will be highlighted. For the Print - 
and Delete options, but not the View option, you may select more than one file. To select - 
multiple files hold down the Ctrl key when you click. To select a block of files, click the 
starting file, hold down the Shift key, and click the ending file. The entire range will be 

- 
- highlighted. - 

View File 

You may view only one output file at a time. To view the selected file, click the View 
File button. Excel will be started and the file will be displayed. Warning: Using Excel 
in this fashion requires significant resources. TQ reduce the risk of depleting 
Windows resources, please close down Excel after you have finished viewing the file. 

Print File@) 

To print one or more files you have selected, click the Print File(s) button. Before 
printing the files you may wish to change the setup of your printer. You may do so by 
selecting Print Setup from the File menu. After you click the Print Files(s) button, the 
selected files will-be printed. Warning: Unless you have a large amount of RAM, 
spooling a large number of files may fill up your spool and cause system problems. 
Therefore, .exercise cawtion when printing multiple files at  one time. 

Delete File@) 

You may delete the selected files by clicking the Delete File(s) button. 

000313 
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Savirig a Scenario 

Once you have made changes to factors and/or investments, you may want to save these 
changes so that you may recall them for future use. Please note that only the current 
condition of the WORKING database is saved. This includes the factors, investments, 
and summary reports. Due to the size of the output worksheet files, they will not be 
saved with the scenario. If you would like to save the output files, you may copy 
them' from the BLSTLRIC\TELRIC\OUTPUT\USER\stute directory (where state is 
the state that you are running). 

To save the current contents of the WORKING database to a scenario file, select the 
- File I Save menu option on the Cost Element Selection screen. The Save Scenario screen 
will bedisplayed. 

The Calculator will automatically generate a name for the scenario. You may enter a 
Title (up to 50 characters) and a Narrative describing the scenario in more detail. While - 
the Title is required, the Narrative is optional. - .  - 
To save the scenario, click the save button. 

To close the Save Scenario screen without saving the scenario, click the - Cancel button. 
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I Opening A Saved Scenario 

l Update Title and Narrative 

To open a saved scenario, select the - File I - Open menu option on the Cost Elements 
Selection screen. The Scenarios screen will be displayed. 

At the top of the screen is a table of saved scenarios if you have any. The columns in the 
table are: 

i Open 

State - The state for which the scenario was created. 
Number - A sequential number assigned by the Calculator. 
Date / Time - The date and time that the scenario was saved. 
Title - Up to 50 character title for the scenario. This title will be displayed on the Cost 

Element Selection screen when you open the scenario. 

At the bottom of the screen is an input area labeled Narrative. This box contains any 
narrative that was entered when the scenario was saved. 

- 
- - 

Selecting a Scenario 

You may select a scenario by clicking the corresponding row in the table. The record 
selection marker will move to that scenario. After a scenario is selected, there are several 
operations that you may perform: 

e 

To update the Title and Narrative fields, click on the field and type in your changes. 
In order for these fields to be updated, you must press <ENTER> or move up or down to 
another record (like Excel). 

When the Open button is clicked, the saved scenario will be copied to the WORKING 
database and the Scenario title on the Cost Element Selection Screen will be changed to 
the title of the scenario. 

. -  
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Opening A Saved Scenario (cont.) 

Delete - 

To delete the selected scenario, click the - Delete button. You will be asked to c o n f m  the 
deletion. 

Help 

Click the - Help button to display help for the current screen. 

Cancel 

Click the - Cancel button to close the Scenarios screen without opening a scenario. 
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Exporting a Scenario 

Once you have created a scenario, you may wish to transport that scenario to someone 
else’s PC. The File I Export menu option on the Cost Element Selection Screen allows 
you to copy thecurrently loaded scenario or a saved scenario to a file that may be 
imported on another PC. For instructions on importing a scenario, refer to the section 
entitled Importing A Scenario. 

When you select the File I - Export menu option a popup menu is displayed allowing you 
to indicate whether you want to export the currently loaded scenario or a saved scenario. 

Current Scenario 

If you select Current Scenario, you will be prompted for an output file name. A file 
extension is not required because the file will be created with a default extension of .exp. 
If the specified file already exists you will be asked to c o n f m  the overwrite of the 

- - 
b 

- existing file. You may choose to continue with the overwrite or cancel the export. - 

Saved Scenario 

If you select Saved Scenario, the BellSouth TELRIC Calculator - Scenarios screen will be 
displayed. All scenarios that you have saved will be listed in a table. To select a scenario 
to be exported, click its entry in the table and then click the Export button. As in the 
Current Scenario procedure, you will be prompted to enter a file name. 

Once you have created a scenario export file you may transport it to another PC for 
importing. 
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Importing a Scenario 

To import an exported scenario, select the File I Open menu option on the Cost Element 
Selection Sereen. When the BellSouth TEFUCCalculator - Scenarios screen is 
displayed, click the Open button. You will be prompted for the exported scenario’s file 
name. Specify the desired file name and click OK to continue with the import or Cancel 
to cancel the import. After clicking OK, the Import Scenario screen will be displayed. 
The TELRIC Calculator will generate a unique name for the scenario and ask you to 
specify a title and optionally a narrative that describes the new scenario. 

Once you have typed a title for the new scenario, click Import to continue the import. 
You may cancel the import by clicking Cancel. Once the scenario is imported, it will be 
listed as an available saved scenario. You may now open it if you choose. 
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Exiting the TELRIC Calculator 

To exit the TELRIC Calculator, select the _File I Egt  TELRIC Calculator menu option. 
- 
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A F F I D A V I T  

STATE OF GEORGIA 

COUNTY OF FULTON 

BEFORE, ME, the undersigned authority, duly commissioned and qual fied in anc 

for the State and County aforesaid, personally came and appeared Jerry Hendrix, who 

being by me first duly sworn, deposed and said that: 

He is appearing as a witness before the Kentucky Public Service Commission in 

Case No. 99-21 8 on behalf of BellSouth Telecommunications, Inc., and if present before 

the Commission and duly sworn, his testimony would be as set forth in the annexed 

testimony consisting of 53  pages and 9 exhibit (s). 

SWORN TO AND 
SUBSCRIBED BEFORE ME 
this the &day 
of October, 1999. 

\GLA-- 
NOTARY PUBLIC 
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BELLSOUTH TELECOMMUNICATIONS, INC. 

DIRECT TESTIMONY OF JERRY HENDRIX 

BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION 

CASE NO. 99-2 18 

OCTOBER 2 1,1999 

PLEASE STATE YOUR NAME, YOUR POSITION WITH BELLSOUTH 

TELECOMMUNICATIONS, INC. (“BELLSOUTH’) AND YOUR 

BUSINESS ADDRESS. 

My name is Jerry Hendrix. I am employed by BellSouth Telecommunications, 

Inc. as Senior Director - Interconnection Services Revenue Management, 

Network and Carrier Services. My business address is 675 West Peachtree 

Street, Atlanta, Georgia 30375. 

PLEASE GIVE A BRIEF DESCRIPTION OF YOUR BACKGROUND AND 

EXPERIENCE. 

I graduated from Morehouse College in Atlanta, Georgia, in 1975 with a 

Bachelor of Arts Degree. I began employment with Southern Bell in 1979 and 

have held various positions in the Network Distribution Department before 

joining the BellSouth Headquarters Regulatory organization in 1985. On 

January 1, 1996, my responsibilities moved to Interconnection Services 

Revenue Management, Network and Carrier Services in the Interconnection 

Customer Business Unit. In my position as Senior Director, I oversee the 
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2 Local Exchange Companies (“CLECs”). 
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4 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

5 

6 A. 

7 

8 

9 

10 

11 

12 

13 

14 Q. PLEASE SUMMARIZE HOW RECENT COURT DECISIONS APPEAR TO 

15 AFFECT THIS PROCEEDING. 

16 

17 A. 

18 

19 

20 

21 

22 

23 

24 

25 categories as follows. 

negotiation of interconnection agreements between BellSouth and Competitive 

My testimony provides BellSouth’s policy position on numerous issues raised 

by ICG Telecom Group, Inc. (“ICG”) in its Petition for Arbitration filed with 

the Kentucky Public Service Commission (“Commission”) on May 27, 1999. 

Specifically, I respond to the following issues raised by ICG in the following 

order: 4, 1 & 8,3,6,7,  1 1 ,  5 and 19-26. I also address the ramifications of 

recent judicial and regulatory decisions as they specifically relate to ICG Issues 

1 & 8, 3,4,6,  and 7. 

0 

On June 10, 1999, the United States Court of Appeals for the Eighth Circuit 

(“Eighth Circuit”) issued an order in the Iowa Utilities Board, et al. (“Iowa 

Utilities Bd.”) case reinstating many of the previously vacated Federal 

Communications Commission’s (“FCC”) Rules. These Rules were originally 

issued in the FCC’s First Report and Order and Second Report and Order dated 

August 8, 1996, in CC Docket 96-98. In light of the Eighth Circuit’s recent 

and past decisions, as well as the January 25, 1999, decision by the United 

States Supreme Court, the status of the FCC’s rules can be divided into 

0 
-2- 
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The FCC’s pricing rules 5 1 S O  1-5 1.5 15 (Pricing of Elements) and 5 1.70 1 - 
5 1.7 17 (Reciprocal Compensation for Transport and Termination of Local 

Telecommunications Traffic) have been reinstated. However, they are still 

being reevaluated by the Eighth Circuit because the Eighth Circuit’s earlier 

ruling was based solely upon jurisdictional arguments and did not consider the 

various challenges raised to these rules on their merits. Although these rules 

are in effect while the Eighth Circuit revisits them, the final pricing rules will 

not be known until the Eighth Circuit acts, which could be several months in 

the future. In the interim, BellSouth proposes that the rates adopted by this 

Commission in Case No. 96-43 1, MCI Arbitration, and Case No. 96-482, 

AT&T Arbitration (“Arbitration Orders”), be used in this arbitration 

proceeding, in addition to prices supported by cost studies filed in this 

proceeding. 

The FCC’s Unbundled Network Element (“UNE”) Rule 5 1.3 19 (Specific 

Unbundling Requirements) was vacated after the Supreme Court’s decision in 

Iowa Utilities Bd. The FCC recently completed its 3 19 proceeding but has not 

yet issued its order. Until the FCC’s rules become effective, there is no 

minimum list of UNEs that BellSouth is required to offer. 

Even though the FCC’s Rule 5 1.3 15(b) (Pre-Existing Combinations) has been 

reinstated by the Eighth Circuit, it cannot be effectively applied until the FCC 

reestablishes the UNE list in FCC Rule 5 1.3 19 that was vacated by the 

Supreme Court. 
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Finally, the FCC’s rules 5 1.3 15(c) through 5 1.3 15(f) (Incumbent Local 

Exchange Company (“ILEC”) Combination of UNEs) continue to be vacated. 

The Eighth Circuit, however, is seeking comments on whether it should take 

further action with respect to these rules. Since these rules are not in effect, 

any action by this Commission requiring BellSouth to combine network 

elements would be improper under the Telecommunications Act of 1996 

(“Act”). 
I 

Afier the FCC and the Eighth Circuit take further action in response to the 

Supreme Court’s decision, BellSouth’s position on the issues raised in this 

proceeding may be affected. 

BRIEFLY DESCRIBE THE REGULATORY STATUS OF THE FCC’S 

RULE 5 1.3 19 (SPECIFIC UNBUNDLING REQUIREMENTS) IN LIGHT OF 

THE SUPREME COURT’S DECISION. 

The FCC made its decision regarding which UNEs are required on September 

15, 1999, but an order has not been issued, nor is it effective. Based on 

available documentation of the FCC’s 3 19 ruling, it appears that two elements 

that are issues in this arbitration will be affected. The FCC has indicated that 

both switching and transport will have restrictions applied that limit their 

availability as UNEs. The specifics of these restrictions will not be known 

until the FCC’s 3 19 order is issued. Based on the only documentation 

currently available regarding the FCC’s decision on Rule 5 1.3 19, it appears 
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that UNEs must be providing service to a BellSouth end-user at the time a 

CLEC requests the combination to be considered “currently combined.” 

However, the criteria for determining whether UNEs are currently combined 

will not be known definitively until the FCC’s 3 19 Order becomes effective. 

This Commission presumably will have, and should have, a role in 

implementing the “necessary” and “impair” standards. However, this 

Commission’s decisions should, as a practical matter, await the FCC’s further 

definition of those standards. Furthermore, even if this Commission eventually 

is empowered to decide which elements must remain combined, the FCC has 

not issued a written order indicating exactly which elements are considered to 

be “currently combined.” 

WHAT IS YOUR UNDERSTANDING OF BELLSOUTH’S REGULATORY 

OBLIGATIONS IN LIGHT OF THE RULINGS BY THE SUPREME COURT 

AND THE EIGHTH CIRCUIT COURT REGARDING NETWORK 

ELEMENT COMBINATIONS? 

With respect to network element combinations, the Supreme Court’s decision 

to vacate Rule 5 1.3 19 and its reinstatement of other rules directly impact the 

network elements BellSouth is required to provide. In accordance with Rule 

5 1.3 15(a), BellSouth is obligated to provide UNEs in a manner that allows 

requesting telecommunications carriers to combine them in order to provide a 

telecommunications service. Although requesting telecommunications carriers 

may combine UNEs in any manner they choose, BellSouth is not required to 
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combine unbundled elements for those carriers. The Eighth Circuit vacated the 

FCC’s rules ($0 5 1.3 15(c)-(f)) that purported to impose such a requirement. 

The Eighth Circuit’s decision vacating these rules was not challenged by any 

party, and because those rules are not in effect, BellSouth is not required to 

combine network elements. However, BellSouth is willing to perform certain 

of these functions upon execution of a voluntary commercial agreement that is 

not subject to the requirements of the Act. 

WHAT IS BELLSOUTH’S POSITION WITH REGARD TO 

COMBINATIONS OF ELEMENTS THAT ALREADY EXIST IN 

BELLSOUTH’S NETWORK? 

Regarding the provision of combinations that already exist in the network, 

there are no requirements that this Commission can implement until the FCC’s 

order becomes effective. When those rules become effective, BellSouth will 

be obligated to provide UNEs that are currently combined as defined by the 

FCC. The pricing rules applicable to such combinations could be affected by 

the Eighth Circuit’s evaluation. Therefore, with regard to this issue, a final 

determination of which UNEs must remain connected and functional, as well 

as the prices for those combinations, will depend upon the outcome of further 

proceedings before the FCC and the courts. 

The Supreme Court specifically recognized the linkage between Rule 

5 1.3 15@) and the list of UNEs. In its discussion of the legality of Rule 

5 1.3 15(b), the Court stated: “As was the case for the all-elements rule, our 

-6- 



i b 

1 

5 

6 

10 

11 

12 

13 Q. 

14 

15 

16 

17 A. 

18 

19 

20 

21 

22 

23 

24 

25 

remand of Rule 3 19 [i.e., requiring application of the “necessary” and “impair” 

standards] may render the incumbents’ concern on this score academic.” (525 

U.S. -, 142 L. Ed. 2d 834,858). This linkage should not be ignored by 

requiring the provision of services which are allegedly pre-existing 

combinations of UNEs before the UNEs themselves are defined. 

For the reasons outlined above, BellSouth proposes that this Commission 

simply require BellSouth to provide currently combined UNEs to the extent 

required by law. Only the FCC and courts can determine the applicable 

requirements. This Commission need not, nor should it, speculate on the 

outcome of these proceedings. 

PLEASE FURTHER DESCRIBE WHY THIS COMMISSION SHOULD 

WAIT ON ACTION BY THE FCC BEFORE SPECIFYING WHICH UNE 

COMBINATIONS MUST BE OFFERED. 

While we have indications, no one knows for certain exactly what network 

elements must be made available to competing carriers. Even though the 

Eighth Circuit has simply reinstated the FCC’s Rule 5 1.3 15(b) prohibiting 

ILECs from separating already-combined network elements before leasing 

them to competitors, the FCC will be defining the criteria to determine which 

elements are currently combined in its 3 19 order. In short, there is no 

reasonable way for this Commission to mandate combinations of network 

elements unless and until it is clear what those elements are and what 

constitutes currently combined UNEs. 
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WHAT IS AN EEL? 

An EEL is a combination of at least two network elzments: 1) a local channel 

fkom an end user’s premises to the end office serving that end user’s premises, 

and 2) dedicated interoffice transport from that end office to another serving 

wire center, as well as any multiplexing equipment that may be needed. 

WHAT IS BELLSOUTH’S POSITION ON PROVIDING EELs? 

This Commission should not require BellSouth to provide EELs to ICG. There 

is no question that an EEL is not a single network element, but is a 

combination of loops and dedicated transport. Indications from the FCC’s 

September 15, 1999, press release are that the FCC agrees with BellSouth on 

this point and that they did not include EELs on the list of UNEs. As ICG is 

apparently requesting this combination, BellSouth would be required to 

combine an end user’s local loop with dedicated interoffice transport from that 

end user’s end office to an JCG collocation space in another central office. 

BellSouth is not obligated to combine elements that are not currently 

combined, and there is no reasonable way for this Commission to mandate the 

provision of currently combined network elements unless and until the FCC 
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clearly states what those elements are and under what circumstances they are 

considered to be currently combined. When those rules become effective, 

BellSouth will comply with the FCC’s rules. 

Furthermore, to provide EELS as requested by ICG, BellSouth will have to 

physically combine the necessary elements. There is no facility currently in 

place that would connect a BellSouth customer to ICG’s collocation space. If a 

customer is connected to ICG’s collocation space, the customer is receiving 

service from ICG, not BellSouth. The facility requested by ICG must be 

created by BellSouth; it does not already exist. Although none of us has seen 

the FCC’s definition, I cannot imagine that the situation ICG suggests could 

ever fit into any definition of “currently combined.” Since BellSouth is not 

obligated to combine UNEs that are not already combined, ICG’s request 

should be denied for that reason alone. 

Going beyond its obligations under the Act, BellSouth has voluntarily 

committed to the FCC that, until Rule 5 1.3 19 is resolved and a minimum list of 

UNEs has been determined, it will continue to offer as a UNE any individual 

network element currently offered as a UNE, under the condition that the 

network elements offered may change once the FCC issues its final order on 

Rule 5 1.3 19. This offer does not extend to the provisioning of combinations of 

elements. Granting ICG’s request to require BellSouth to provide this 

combination would seriously undermine private line and special access 

revenues, which support basic services for Kentucky’s rural residents; it would 

eliminate resale as a viable option under the Act; and it is inconsistent with the 
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Act’s intention to promote new investment. 

WHAT DOES BELLSOUTH PROPOSE THIS COMMISSION DO IN LIGHT 

OF THE CURRENT STATUS OF 3 19 RULES? 

The FCC and the courts are the only bodies that can resolve these questions. 

Until these questions are resolved, the prudent course of action is to obligate 

BellSouth to provide EELS in accordance with the FCC’s and the court’s 

decisions. BellSouth believes that this Commission does not need to speculate 

about FCC or court action to resolve this issue. 

Until the FCC issues its final order on Rule 5 1.3 19, ICG has several options 

open to it to serve its end users. ICG can 1) resell BellSouth’s retail private 

line service at the Commission-approved discount rate; 2) enter into an 

agreement with BellSouth that is not subject to the Act through which 

BellSouth will combine these elements for ICG; 3) ICG can combine these 

elements itself through a collocation arrangement; or 4) ICG can adopt another 

CLEC’s agreement and operate under its provisions until the FCC rules on this 

issue. 

21 Issues 1 & 8: Until the FCC adopts a rule with prospective application, should dial- 

22 up calls to Internet service providers (“ISPs ’7 be treated as if they were local calls 

23 for purposes of reciprocal compensation ? 

24 

25 
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WHAT IS BELLSOUTH’S POSITION ON THE APPLICABILITY OF 

RECIPROCAL COMPENSATION TO ISP-BOUND TRAFFIC? 

Reciprocal compensation is not applicable to ISP-bound traffic. BellSouth’s 

position is that payment of reciprocal compensation for ISP-bound traffic is 

inconsistent with the law and is not sound public policy. 

IS THERE ANY REASON FOR THIS COMMISSION TO ADDRESS THIS 

ISSUE AT THIS TIME? 

No. The FCC’s recent Declaratory Ruling, FCC 99-38 in CC Docket Nos. 96- 

98 and 99-68, released February 26, 1999 (“Declaratory Ruling”), clearly 

established that the FCC has, will retain, and will exercise jurisdiction over this 

traffic. As a practical matter, it appears fruitless for state commissions to deal 

with this issue at this time. Although the FCC appears to temporarily give 

states the authority to create an interim compensation arrangement until the 

FCC establishes rules, the FCC’s authority to confer this ability on the states is 

being challenged in court. Consequently, states could find that they do not 

have the authority to create even an interim compensation arrangement. Even 

if the states do have the authority, such authority is valid only until the FCC 

completes its rulemaking on the subject. Therefore, any effort devoted by this 

Commission to establishing an interim compensation arrangement for ISP- 

bound traffic may not be the best use of resources. 

SHOULD THIS COMMISSION ARBITRATE THIS ISSUE? 
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No. BellSouth recommends this Commssion deny the relief requested by ICG 

as to this issue. Compensation for ISP-bound traffic is not subject to a Section 

252 arbitration. Reciprocal compensation in the Act, as interpreted by the 

FCC, is limited to “local traffic.” As the Declaratory Ruling makes clear, 

traffic to ISPs is not local but is interstate in nature (Footnote 87): 

As noted, section 251 @)(5) of the Act and our rules promulgated 

pursuant to that provision concern inter-carrier compensation for  

interconnected local telecommunications trafJic. We conclude in this 

Declaratory Ruling, however, that ISP-bound traffic is non-local 

interstate traffic. Thus, the reciprocal compensation requirements of 

section 251(b)(5) of the Act and Section 51, Subpart H (Reciprocal 

Compensation for Transport and Termination of Local 

Telecommunications TrafJic) of the Commission’s rules do not govern 

inter-carrier comvensation for this trafi‘ic. As discussed, supra, in the 

absence a federal rule, state commissions have the authority under 

section 252 of the Act to determine inter-carrier compensation for ISP- 

bound trafJic. (emphases added) 

Thus, it is not subsumed in the Act’s reciprocal compensation obligations and 

should not be arbitrated. Although the Declaratory Ruling attempts to 

authorize states to arbitrate the issue of inter-carrier compensation for ISP- 

bound traffic, the FCC cannot simply expand the scope of Section 252 to cover 

such arbitrations. Consequently, compensation for such traffic is not subject to 

arbitration under Section 252. 
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HOW DOES THE ISSUE THAT ICG HAS RAISED COMPARE TO THE 

ISP ISSUES ALREADY BEING ADDRESSED BY THIS COMMISSION IN 

OTHER PROCEEDINGS? 

In the Complaint of e.spire Communications, Inc., ALEC, Inc. and Hyperion 

Telecommunications of Louisville, Inc., Case No. 98-2 12, currently in process, 

the Commission is dealing with interpretation of language in existing 

interconnection agreements. The issue at hand today deals with a new 

interconnection agreement; therefore, any other rulings on language 

interpretation are irrelevant to this case. BellSouth notes, however, that its 

position, which was confirmed by the FCC, has always been that calls to ISPs 

were not local calls; thus, BellSouth never anticipated paying reciprocal 

compensation on calls to ISPs. 

HAVE OTHER STATES IN BELLSOUTH’S REGION RULED ON THE 

ISSUE OF RECIPROCAL COMPENSATION, ON A GOING-FORWARD 

BASIS, SINCE THE DECLARATORY ORDER WAS ISSUED? 

Yes. The Public Service Commission of South Carolina’s October 4, 1999, 

Order in the ITCADeltaCom arbitration case, Docket No. 1999-259-C, states: 

“The Commission finds that ISP-bound traffic is non-local interstate traffic. 

As such, the Commission finds on a going-forward basis and for the purposes 

of this interconnection agreement that ISP-bound traffic is not subject to the 

reciprocal compensation obligations of the 1996 Act” (see Exhibit JH- 1). The 
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Louisiana Public Service Commission voted on October 13, 1999, in KMC 

Petition to Enforce the Reciprocal Compensation Provisions of the Parties’ 

Interconnection Agreement, Docket U-23839, that BellSouth is not obligated to 

pay reciprocal compensation on ISP-bound traffic. In the ICG arbitration case 

in Alabama, Docket No. 27069, the Alabama Panel Recommendation states 

that BellSouth should be required to pay reciprocal compensation on ISP 

traffic; however, the Panel Recommendation is not a decision of the Alabama 

Public Service Commission. The Alabama Commission will consider the 

proposed order on November 1, 1999. 

YOU HAVE STATED THAT IT IS NOT APPROPRIATE FOR THE 

COMMISSION TO ADDRESS ISP-BOUND TRAFFIC IN THE CONTEXT 

OF SECTION 25 1 OF THE ACT. WHAT DOES BELLSOUTH 

RECOMMEND THE COMMISSION DO WITH RESPECT TO THE ISSUE 

OF RECIPROCAL COMPENSATION FOR ISP-BOUND TRAFFIC? 

It is not necessary for this Commission to take any action during the interim 

period since compensation for ISP-bound traffic is not an obligation under 

Section 25 1 and any state commission’s decision on this issue is, at best, 

effective only until the FCC’s plan becomes effective. Although action by this 

Commission pending the FCC’s ruling is not necessary, if this Commission 

wishes to address the issue of inter-carrier compensation for ISP-bound traffic, 

BellSouth suggests three possible options, any of which would be interim until 

such time as the FCC completes its rulemaking proceeding on inter-carrier 

compensation: 
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(1) This Commission could direct the parties to create a mechanism to track 

ISP-bound calls originating on each parties’ respective network on a going- 

forward basis. The parties would apply the inter-carrier compensation 

mechanism established by a final, nonappealable order of the FCC 

retroactively from the date of the Interconnection Agreement approved by 

this Commission, and the parties would “true-up” any compensation that 

may be due for ISP-bound calls. 

(2) A second option proposed by BellSouth is an inter-carrier revenue sharing 

compensation arrangement for ISP-bound access traffic that is consistent 

with the proposal BellSouth filed with the FCC. This proposal is also 

consistent with the inter-carrier compensation mechanisms that apply for 

other access traffic. This option is based on apportionment of revenues 

collected for the access service among the carriers incurring costs to 

provide the service. The revenue to be apportioned among carriers is the 

charge for the business exchange service that the ISP pays. 

(3) This Commission could direct the parties to implement a bill-and-keep 

arrangement for ISP-bound traffic until such time as the FCC’s rulemaking 

on inter-carrier compensation is completed. By definition, a bill-and-keep 

arrangement is a mechanism in which neither of the two interconnecting 

carriers would charge the other for ISP-bound traffic that originates on the 

other carrier’s network. 

-1 5- 



4 

5 

6 

7 

8 

9 Q. 
10 

11 

12 A. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Under all three options, the CLEC is being compensated by the ISP. Under 

Option (2), in the interim, BellSouth would be the net recipient of revenue 

from the CLEC. While Option (2) is theoretically correct, BellSouth is 

willing to forego that compensation for the interim period in exchange for 

the administrative simplicity of bill-and-keep. Furthermore, a bill-and- 

keep arrangement removes any uncertainty surrounding application of the 

FCC’s mechanism inherent in Option (1). 

PLEASE FURTHER DESCRIBE OPTION (2): BELLSOUTH’S PROPOSED 

INTER-CARRIER REVENUE SHARING COMPENSATION PLAN. 

In its Comments and Reply Comments to the FCC’s Notice of Proposed 

Rulemaking in CC Docket No. 99-68, In the Matter of Inter-Carrier 

Compensation for ISP-Bound Traffic (“Inter-Carrier Compensation NPRM”), 

BellSouth puts forth its proposal for the appropriate inter-carrier compensation 

mechanism (see Exhibit JH-2). BellSouth’s proposal is guided by and is 

consistent with FCC precedent regarding inter-carrier compensation for jointly 

provided interstate services. BellSouth’s proposal recognizes, as does the 

FCC, that the revenue source for ISP-bound traffic is derived from the service 

provided to the ISP (see In the Matter of Access Charge Reform, Price Cap 

Performance Review for Local Exchange Carriers, Transport Rate Structure 

and Pricing and End User Common Line Charges, CC Docket Nos. 96-262,94- 

1,91-213 and 95-72, First Report and Order,12 FCC Rcd 15982, 16133-16134 

(1 997)). Equally important, BellSouth’s proposal ties the level of inter-carrier 

compensation directly to the level of compensation that each carrier derives 
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from the jointly provided service. 

In this proceeding, BellSouth proposes an interim flat-rated sharing mechanism 

that is based on apportionment of revenues collected for the access service 

among the carriers incurring costs to provide the service. The revenue to be 

apportioned among carriers is the charge for the business exchange service that 

the ISP pays. Typically, the ISP purchases Primary Rate ISDN (“PRI”) service 

as the business exchange product used to provide the access service. BellSouth 

believes that, in the interim, a flat-rated compensation process is appropriate 

since the revenues collected are based on flat-rated charges. Exhibit JH-3 

attached to this testimony is BellSouth’s Proposed Interim ISP Inter-Carrier 

Access Service Compensation Plan (“Interim Plan”). 

In describing BellSouth’s Interim Plan, I use the term “Serving LEC” to refer 

to a local exchange carrier (“LEC”) that has an ISP as its customer and the term 

“Originating LEC” to refer to a LEC whose end user customers originate traffic 

that is delivered to the Serving LEC’s network and is bound for an ISP. 

BellSouth’s Interim Plan takes into account the following facts: 

Only the Serving LEC bills the ISP for access service. The ISP is billed 

at rates established by the Serving LEC; 

the FCC has limited the price for an ISP dial-up connection to the 

equivalent business exchange service rate; 

the Originating LEC incurs costs to carry ISP-bound traffic to the 

Serving LEC; 

the Originating LEC has no means to recover its costs directly from the 
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ISP (unless, of course, the Originating LEC and the Serving LEC are 

one and the same); and 

The Originating LEC must recover its costs, to the extent possible, 

from the Serving LEC. 

5 )  

BellSouth’s Interim Plan presumes that all LECs who serve ISPs will 

participate in the plan. Otherwise, only those parties that will benefit will 

participate - i.e., a LEC that originates more ISP-bound traffic than it 

transports to an ISP will be a net receiver. 

PLEASE EXPLAIN FURTHER WHY A SEPARATE SHARING PLAN IS 

NEEDED FOR ACCESS SERVICE PROVIDED TO ISPs? 

The need for a separate sharing plan is created by the FCC’s decree that the 

price charged for access service provided to ISPs is the business exchange rate. 

Unlike other switched access services, which are billed on a usage-sensitive 

basis, ISPs typically purchase from the flat rate business exchange tariff. 

Because non-ISP switched access service is billed on a usage-sensitive basis, it 

is relatively easy for each carrier to be compensated for the portion of the 

access service that it provides. The most commonly used method of 

compensation is for each carrier to bill the inter-exchange carrier (“IXC”) 

directly for the portion of access service it provides. For example, for 

originating access, the originating LEC bills the IXC for the switching and for 

the portion of transport that the originating LEC provides, and the terminating 
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LEC bills the IXC for the portion of transport that it provides. 

With ISP traffic, the above method is unworkable. Since the ISP is billed 

business exchange service rates, only one LEC can bill the ISP. Also, since the 

rate paid by the ISP is a flat rate charge designed for another service, i.e., 

business exchange service, there is no structural correlation between the cost 

incurred by the LEC and the price paid by the ISP. However, the business 

exchange rate paid by the ISP is the only source of revenue to cover any of the 

costs incurred in provisioning access service to the ISP. Therefore, a plan to 

share the access revenue paid by the ISP among all the carriers involved in 

sending traffic to the ISP is needed. 

PLEASE DESCRIBE THE SPECIFICS OF BELLSOUTH’S INTERIM 

REVENUE SHARING PLAN. 

BellSouth’s Interim Revenue Sharing Plan contains the following steps that are 

further described in Exhibit JH-3: 

(1) Each Serving LEC will be responsible for identifylng all minutes of use 

(“MOUs”) which are ISP-bound that each Originating LEC delivers to 

the Serving LEC’s network; 

(2) each trunk (DSO-equivalent) will be assumed to carry 9,000 MOUs on 

average per month (equates to 150 hours per trunk per month); 

(3) based on ISP-bound MOUs identified by the Serving LEC and provided 

to the Originating LEC, the Originating LEC will calculate the quantity 

of DSl facilities required to transport the Originating LEC’s ISP-bound 
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traffic to the Serving LEC as follows: 

(ISP-bound MOUs / 9,000 MOUs per trunk / 24 trunks per DS 1); 

(4) Serving LEC will advise Originating LECs of the average PRI rate 

charged to ISPs. The Serving LEC can use either its tariffed rate or the 

average rate actually charged to ISPs; 

(5) Originating LEC calculates compensation due to it by the Serving LEC 

as follows: 

(Quantity of DS 1 s x Serving LEC’s PRI rate x sharing percentage); 

(6) Originating LEC bills the Serving LEC on a quarterly basis; and 

(7) The ISP-bound MOUs and the PRI rates as reported by the Serving 

LEC are subject to audit by the Originating LEC(s). The amount of 

compensation could be affected by results of an audit. 

To the extent two parties have additional issues, contract negotiations between 

the parties can determine other terms and conditions. For example, due to 

technical capabilities, the two LECs may agree that the Originating LEC will 

identify the ISP-bound minutes of use. 

WHAT IS THE BASIS FOR USING 9,000 MOUs AS THE AVERAGE 

MONTHLY USAGE PER TRUNK? 

Nine thousand (9,000) MOUs is a proxy that was used by the FCC for FGA 

access before actual usage could be measured. Further, this average level of 

usage has been used in other situations as a proxy for IXC usage. 

25 
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1 Q. WHAT SHARING PERCENTAGE DOES BELLSOUTH PROPOSE BE 

APPLIED TO THE SERVING LEC’S REVENUES TO COMPENSATE 2 

3 

e 
BELLSOUTH FOR ITS NETWORK USED TO CARRY ISP-BOUND 

4 TRAFFIC? 
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6 A. 

7 

a 

BellSouth proposes a sharing percentage of 8.06% that will be applied to the 

Serving LEC’s ISP revenues to calculate the compensation due BellSouth 

when BellSouth is an Originating LEC. Likewise, when BellSouth is the 

9 

10 

11 owes. 

12 

13 Q. HOW DID BELLSOUTH DETERMINE THE SHARING PERCENTAGE IT 

14 PROPOSES? 

15 

16 A. 

Serving LEC, BellSouth proposes that a sharing percentage of 8.06% will be 

applied by the Originating LEC(s) when calculating compensation BellSouth 

0 

BellSouth’s calculation of its sharing percentage is shown in Exhibit JH-4 
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attached to this testimony. First, BellSouth considered that switching, transport 

and loop costs are incurred to carry traffic from the Originating LEC’s end 

office to the ISP location. Since the Serving LEC incurs the loop cost between 

its end office and the ISP location, the Serving LEC should retain revenues to 

cover its loop cost. However, switching and transport costs are jointly incurred 

by both the Originating LEC and the Serving LEC. 

Therefore, BellSouth believes that an appropriate sharing percentage is 

developed by determining the relationship of switching and transport costs to 
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total costs (switching, transport and loop), and then dividing that result by two 

because each carrier bears a portion of the switching and transport cost. In 

order to determine the relationship, BellSouth looked to the Benchmark Cost 

Proxy Model (“BCPM”) results filed in Kentucky in the Universal Service 

Fund proceedings. The average, state-wide voice grade loop, switching and 

transport capital costs produced by BCPM are $24.04, $4.40 and $.22, 

respectively. Therefore, the loop capital cost represents 83.88% of the total 

average state-wide capital cost which means that the switching and transport 

capital costs represent 16.12% of the total capital cost. Again, dividing the 

16.12% by two in order to account for the fact that both carriers incur 

switching and transport costs results in a sharing percentage of 8.06%. 

BellSouth also reviewed ARMIS data and determined that the relationship 

between loop, switching and transport investment as reported in ARMIS is 

very similar to the relationship calculated from the BCPM results. The ARMIS 

data shows that, for 1998, in Kentucky, total loop investment was 

$1,547,025,000, switching investment was $303,946,000 and transport 

investment was $47,127,000. Therefore, switching and transport investment 

divided by the total investment and then divided again by two in order to 

account for the fact that both carriers incur switching and transport costs results 

in a sharing percentage of 9.2% (($303,946,000 + 47,127,000) + 

$1,898,098,000 + 2). 

DOES BELLSOUTH’S PROPOSED SHARING PERCENTAGE ONLY 

APPLY TO TRAFFIC IT ORIGINATES TO A SERVING LEC? 
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No. When BellSouth is the Serving LEC and a CLEC’s end users call an ISP 

served by BellSouth, BellSouth should compensate the CLEC. BellSouth 

proposes to use the same method and sharing percentage (8.06%) to 

compensate the CLEC as it proposes for billing the CLEC. 

WHAT IMPACT WOULD BELLSOUTH’S PROPOSAL HAVE ON A CLEC 

SUCH AS ICG? 

As an example, I will assume that ICG serves its ISP customers with PRI 

service which is equivalent to a DSl (24 DSOs). Further, I will assume that 

ICG charges its ISP customers a market-based rate of $850 per month per PRI. 

If BellSouth as the Originating LEC generates 55 million ISP-bound MOUs per 

month to ICG, then the amount of monthly compensation that BellSouth’s 

proposal would result in ICG owing to BellSouth is calculated as follows: 

55,000,000 / 9000 / 24 = 254.63 DSls 

254.63 DS 1 s x $850.00 x .0806 = $1 7,444.70 

At a PRI rate of $850, ICG will collect $2 16,436 in revenue from its ISP 

customer(s) just for the traffic originated by BellSouth. Total compensation 

ICG owes to BellSouth for the 55,000,000 MOUs BellSouth originated to ICG 

would be $17,444.70. 

HOW DOES YOUR PROPOSAL AFFECT THE RELATIVE COST 

RECOVERY OF THE LECs INVOLVED IN PROVIDING THE ACCESS 

SERVICE? 
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Since the FCC has ordered that ISPs are to be provided service by ILECs at 

business exchange rates, the fact is that when the access service is provided by 

a single LEC to the ISP, the rates it charges the ISP are typically not fully 

compensatory. This situation arises because the ISP is being charged a flat rate 

charge (which was intended for another service) for a high volume usage- 

sensitive service. Under BellSouth’s sharing proposal, each carrier should 

recover roughly the same percentage of its costs. For example, if the carrier 

would have recovered 50% of its costs if it served the ISP alone, the underlying 

premise of this proposal is that each carrier should recover roughly 50% of its 

costs. 

SHOULD THIS PLAN BE CONTINUED ONCE THE FCC ESTABLISHES 

A USAGE-BASED COMPENSATION MECHANISM? 

Probably not. The need for this plan was created based on the fact that ISPs 

currently are allowed to pay business exchange rates for access service. Should 

the FCC change the application of access charges to ISPs or establish a 

different compensation mechanism, this plan should be re-evaluated. 

PLEASE DESCRIBE OPTION (3): BILL-AND-KEEP. 

Bill-and-keep is a compensation mechanism in which neither of two 

interconnecting carriers charges the other for the termination of ISP-bound 

traffic that originates on the other carrier’s network. 
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CAN THIS COMMISSION USE BILL-AND-KEEP AS AN INTERIM 

MECHANISM? 

Yes. The FCC did not specify the type of interim mechanism a state could use. 

Of course, whether the FCC could authorize states to apply any mechanism is 

subject to court review. 

WHY MIGHT A BILL-AND-KEEP ARRANGEMENT BE AN 

APPROPRIATE COMPENSATION MECHANISM? 

Although the FCC has not addressed bill-and-keep with respect to non-25 1 

traffic, such as ISP traffic, it has been addressed in FCC Rule 5 1.7 13 with 

respect to traffic where 251(b)(5) applies (i.e. local traffic to which reciprocal 

compensation applies). FCC Rule 5 1.7 13 defines bill-and-keep arrangements 

as those in which neither of the two interconnecting carriers charges the other 

for the termination of local telecommunications traffic that originates on the 

other carrier’s network. Rule 5 1.7 13 further provides for use of bill-and-keep 

arrangements if the state commission determines that the amount of local 

telecommunications traffic from one network to the other is roughly balanced 

with the amount of local telecommunications traffic flowing in the opposite 

direction, and is expected to remain so. 

In the FCC’s NPRM in Docket 95- 185 (January 1 1, 1996), the FCC 

recommended bill-and-keep as an interim compensation arrangement for 
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cellular providers. The NPRM states that bill-and-keep is an appropriate 

interim mechanism where the incremental cost of using shared network 

facilities is equal to (or approximately) zero for both networks. This 

recommendation can be applied to compensation sharing for ISP-bound traffic, 

with the distinction that network providers would recover their costs from 

ISPs, not end-user customers. 

Although the NPRM and FCC rule mentioned above discuss bill-and-keep as a 

settlement mechanism for local traffic, in this proceeding, bill-and-keep is 

being proposed as a possible means of settling compensation for ISP-bound 

traffic, which is non-local access traffic. 

WHAT IS THE COMMON PRINCIPLE UNDERLYING THE 

CIRCUMSTANCES WHERE THE FCC HAS FOUND BILL-AND-KEEP TO 

BE A REASONABLE COMPENSATION MECHANISM? 

In both of the circumstances discussed above, the net amount of compensation 

would be relatively small. Under bill-and-keep, neither carrier compensates 

the other carrier for use of its facilities. Consequently, the net compensation 

realized by each carrier is zero under bill-and-keep. If the amounts of 

compensation are small anyway, payment of reciprocal compensation produces 

results that are close to bill-and-keep without the complexity of actually 

recording data and billing between the parties. 

ARE THE NET COMPENSATION PAYMENTS UNDER AN 
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12 Q. 

APPROPRIATE INTER-CARRIER COMPENSATION MECHANISM 

EXPECTED TO BE SMALL? 

Since this is access traffic, carriers are only compensated for the facilities 

provided that are used to connect the ISP’s end-users to the CLEC serving the 

ISP. Using the plan discussed in Option (2), BellSouth would only receive 

8.06% of the revenues billed to the ISP for the number of facilities used. That 

amount is relatively small by itself. The net compensation to BellSouth would 

be further reduced by payments made to a CLEC for connecting end-users to 

an ISP served by BellSouth. 

ARE CLECS HARMED BY UTILIZING BILL-AND-KEEP? 

13 

14 A. No. Actually, BellSouth is foregoing its revenue for this interim period. 

15 BellSouth typically provides far more connections between ISP end-users and 

16 CLECs than CLECs provide from ISP end-users to BellSouth. As a result, 

17 BellSouth would be the net recipient of compensation. 

18 

19 Q. WHY IS BELLSOUTH WILLING TO FOREGO THIS COMPENSATION? 

20 

21 A. BellSouth is willing to forego this compensation for several reasons: (1) the 

22 

23 

24 exchange for administrative simplicity. 

compensation arrangement is for an interim period only, (2) the amounts to be 

paid are small, and (3) the tradeoff is foregoing a small amount of revenue in 

25 
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WHY DOES BELLSOUTH OPPOSE PAYING RECIPROCAL 

COMPENSATION FOR ISP-BOUND TRAFFIC? 

The interstate access connection that permits an ISP to communicate with its 

subscribers falls within the scope of exchange access and, accordingly, 

constitutes an access service as defined by the FCC: 

Access Service includes services and facilities provided for the 

origination or termination of any interstate or foreign 

telecommunications. (47 CFR Ch. 1 $69.2(b)) (emphasis added) 

The fact that the FCC has exempted enhanced service providers, including 

ISPs, from paying interstate switched access charges does not alter the fact that 

the connection an ISP obtains is an access connection. The FCC confirmed 

this fact in its Declaratory Ruling, at paragraph 16: “The fact that ESPs are 

exempt from access charges and purchase their PSTN links through local 

tariffs, does not transform the nature of traffic routed to ESPs.” Instead, the 

exemption limits the compensation that an ILEC in providing such a 

connection can obtain from an ISP. Further, under the access charge 

exemption, the compensation derived by an ILEC providing the service to an 

ISP has been limited to the rates and charges associated with business 

exchange services. Nevertheless, the ISP’s service involves interstate 

communications. The ISP obtains access service that enables a 

communications path to be established by its subscriber. The ISP, in turn, 

recovers the cost of the telecommunications services it uses to deliver its 

service through charges it assesses on the subscribers of the ISP’s service. 
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Where two or more carriers are involved in establishing the communications 

path between the ISP and the ISP’s subscriber, the access service to the ISP is 

jointly provided. Such jointly provided access arrangements are not new or 

unique nor are the associated mechanisms to handle inter-carrier compensation. 

The services ISPs obtain for access to their subscribers are technically similar 

to the line side connections available under Feature Group A. For such line 

side arrangements, the FCC has relied on revenue sharing agreements for the 

purpose of inter-carrier compensation. The long history and precedent 

regarding inter-carrier compensation for interstate services are instructive and 

relevant to the FCC’s determinations in this proceeding. 

HOW DO THE ACT AND THE FCC’S FIRST REPORT AND ORDER IN 

CC DOCKET 96-98 ADDRESS RECIPROCAL COMPENSATION? 

Reciprocal compensation applies only when local traffic is terminated on either 

party’s network. One of the Act’s basic interconnection rules is contained in 

47 U.S.C. 6 25 l(b)(5). That provision requires all local exchange carriers “to 

establish reciprocal compensation arrangements for the transport and 

termination of telecommunications.’’ Section 25 1 (b)(5)’s reciprocal 

compensation duty arises, however, only in the case of local calls. In fact, in 

its August 1996 Local Interconnection Order, CC Docket No. 96-98, paragraph 

1034, the FCC made it perfectly clear that reciprocal compensation rules do not 

apply to interstate or interLATA traffic such as interexchange traffic: 
J, 
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We conclude that Section 251 (b)(5), reciprocal compensation 

obligation, should apply only to traffic that originates and terminates 

within a local area assigned in the following paragraph. We find that 

reciprocal compensation provisions of Section 251 (b)(S) for transport 

and termination of traffic do not apply to the transport and termination 

of interstate or intrastate interexchange traffic. 

This interpretation is consistent with the Act, which establishes a reciprocal 

compensation mechanism to encourage local competition. 

Further, in Paragraph 1037 of that same Order, the FCC stated: 

We conclude that section 251 (b)(5) obligations apply to all LECs in the 

same state-defined local exchange areas, including neigh boring 

incumbent LECs that fit  within this description. 

Therefore, since ISP-bound traffic is not local traffic, it is not subject to the 

reciprocal compensation obligations contained in Section 25 1 of the Act. 

PLEASE FURTHER DISCUSS THE FCC’S FEBRUARY 26,1999, 

DECLARATORY RULING. 

The FCC has once again confirmed that ISP-bound traffic is access service 

subject to interstate jurisdiction and is not local traffic. In its Declaratory 

Ruling, the FCC concluded that “ISP-bound traffic is non-local interstate 

traffic” (fn 87). The FCC noted in its decision that it traditionally has 
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determined the jurisdiction of calls by the end-to-end nature of the call. In 

paragraph 12 of this same order, the FCC concluded “that the communications 

at issue here do not terminate at the ISP’s local server, as CLECs and ISPs 

contend, but continue to the ultimate destination or destinations, specifically at 

an Internet website that is often located in another state.” Further, in the same 

paragraph, the FCC finds that “[als the Commission [FCC] stated in BellSouth 

MemoryCall, this Commission [FCC J has jurisdiction over, and regulates 

charges for, the local network when it is used in conjunction with the 

origination and termination of interstate calls.” 

The FCC’s decision makes plain that no part of an ISP-bound communication 

terminates at the facilities of an ISP. Once it is understood that ISP-bound 

traffic “terminates” only at distant websites, which are almost never in the 

same exchange as the end-user, it is evident that these calls are not local. 

IS BELLSOUTH’S POSITION REGARDING JURISDICTION OF ISP 

TRAFFIC CONSISTENT WITH THE FCC’S FINDINGS AND ORDERS? 

Yes. BellSouth’s position is supported by, and is consistent with, the FCC’s 

findings and orders which state that, for jurisdictional purposes, traffic must be 

judged by its end-to end nature, and must not be judged by looking at 

individual components of a call. Therefore, for purposes of determining 

jurisdiction for ISP-bound traffic, the originating location and the final 

termination must be looked at from an end-to-end basis. BellSouth’s position 

is consistent with long-standing FCC precedent. 
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PLEASE DESCRIBE IN MORE DETAIL THE TRAFFIC THAT IS 

ELIGIBLE FOR RECIPROCAL COMPENSATION. 

As I have previously stated, only local traffic is eligible for reciprocal 

compensation. Exhibit JH-5 to my testimony contains two diagrams. Both of 

these diagrams illustrate local calls between end users. Diagram A illustrates a 

typical local call where both ends of the call are handled by a single carrier’s 

network which, in this example, is an ILEC’s network. In this scenario, the 

ILEC receives a monthly fee from its end user to apply towards the cost of that 

local call. For that payment, the ILEC provides the end user with transport and 

termination of local calls throughout the local calling area. End users typically 

do not pay for calls terminated to them. Importantly, in this case, the end user 

is the ILEC’s customer, which means that the end user pays the ILEC revenue 

for the service. 

By comparison, Diagram B illustrates a typical local call that is handled by two 

carriers - one end of the call is handled by an ILEC, and a CLEC handles the 

other end of the call. In this scenario, when the ILEC’s end user makes a local 

call to the CLEC’s end user, the ILEC’s end user is paying the ILEC the same 

price for local exchange service as in Diagram A. The ILEC, however, is not 

the provider of the entire network facilities used to transport and deliver the 

local call. The CLEC is providing part of the facilities and is incurring a cost. 

Since the end user is an ILEC customer, the CLEC has no one to charge for 

that cost. As previously noted, end users do not typically pay for local calls 
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terminated to them, so the CLEC cannot be expected to charge its end user. 

While the ILEC is receiving the same revenues as shown in Diagram A, its 

costs are lower. Consequently, reciprocal compensation would be paid by the 

ILEC to compensate the CLEC for terminating that local call over its network. 

If the reciprocal compensation rate equals the ILEC’s cost, the ILEC is 

indifferent to whether the ILEC or the CLEC completes the call. 

Likewise, if a CLEC’s end user completes a local call to an ILEC’s end user, 

the CLEC receives the payment for local exchange service fiom the end user, 

and the CLEC pays the ILEC reciprocal compensation for the portion of the 

ILEC’s facilities used to terminate the local call. In accordance with the Act, 

the purpose of reciprocal compensation is to ensure that each carrier involved 

in carrying a local call is compensated for its portion of that call. The 

following table contains a simple illustration of the application of reciprocal 

compensation: 

~~~ ~ 1 ILEC I CLEC [ DIAGRAM A: 
END USER REVENUE $15 $0 
SERVICE COST ($35) $0 

1 NET MARGIN I ($20) I $0 I 
~ 

DIAGRAM B: ILEC CLEC 
END USER REVENUE $15 $0 
RECIPROCAL COMPENSATION ($2) $2 
SERVICE COST ($33) ($2) 

24 Q. ARE ISP’s CARRIERS? 

25 
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A. Yes. ISPs are carriers; hence, service provided to them is access service. This 

simple fact undermines ICG’s claim for reciprocal compensation. The FCC 

has been very clear in its rulings that reciprocal compensation does not apply 

on access service. Some cites from the FCC Declaratory Ruling clearly 

establish this fact: 

0 

service providers (ESPs), including ISPs, use interstate access services.. .” 
0 

interstate subscriber line charges for their switched access connections.. .” 

0 

link from an end user to an ESP as an interstate access service.” 

0 

charges indicates its understanding that ESPs in fact use interstate access 

service; otherwise, the exemption would not be necessary.” 

0 

as ‘users of access service’ but has treated them as end users for pricing 

purposes.” 

(Emphases added) 

Paragraph 5: “Although the Commission has recognized that enhanced 

Paragraph 5: “Thus, ESPs generally pay local business rates and 

Paragraph 16: “The Commission traditionally has characterized the 

Paragraph 16: “That the Commission exempted ESPs from access 

Paragraph 17: “The Commission consistently has characterized ESPs 

Treating ISPs as carriers is not a recent creation of the FCC. From their 

inception over 30 years ago, data carriers have been regulated by the FCC as 

interstate carriers. These carriers were allowed to collect traffic at business 

rates. When access charges were established in the early eighties, the FCC 

reconfirmed that these carriers, i.e., ESPs/ISPs, were being provided access 

service, but ESPs/ISPs received an exemption from regular access charges and 
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were allowed to continue collecting traffic for the price of business service. 

Importantly, the FCC was clear that the service being provided was access 

service, not local service. The business rate was simply the price charged for 

the access service. This same arrangement was undisturbed by the Act and was 

recently reconfirmed by the FCC in its Declaratory Ruling. 

WHY IS THE FACT THAT ISPs ARE CARRIERS AND ARE 

PURCHASING ACCESS SERVICE IMPORTANT? 

The fact that ISPs are carriers is important because carriers must pay the full 

cost of the access service provided to them. The carrier, not the end user that 

calls them, is the customer for access service. When an IXC or an ISP 

purchases access service, it is the IXC or the ISP, not the end user, who is the 

customer of the LEC for that service. It is the IXC or the ISP who must pay the 

cost of the access service provided to them. Since the IXC or the ISP (and not 

the end user) pays for access service, the cost of the local network used to 

provide access service is appropriately excluded from the cost of universal 

service. This arrangement is based on the fact that the ISP or IXC is the retail 

provider of service to the end user. The LEC provides an input (access service) 

that the ISP or IXC uses to provide its retail service, e.g., internet or long 

distance service. Consequently, the LEC’s customer is the ISP or the IXC, not 

the end user; and the ISP or IXC must pay the cost of the access service 

provided to them. The end user is a customer of the ISP or IXC for calls 

directed to these carriers. 

25 
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YOU STATE THAT ISP-BOUND TRAFFIC IS JURISDICTIONALLY 

INTERSTATE. DOES THIS AFFECT THE ISP ACCESS CHARGE 

EXEMPTION? 

No. The FCC concluded in its Declaratory Ruling that its determination that 

ISP-bound traffic is interstate does not alter the current ISP exemption. ISPs 

continue to be permitted to access the public switched telecommunications 

network by paying basic business local exchange rates rather than by paying 

interstate switched access tariff rates. The FCC’s decision to exempt ISPs 

from paying access charges for policy and political reasons in no way alters the 

fact that ISP-bound traffic is access traffic, not local traffic. The access charge 

exemption merely affects the price that an ISP pays for the access service. If 

the FCC had indeed concluded that ISP-bound traffic were local, there would 

be no need for the FCC to exempt that traffic from the access charge regime. 

Likewise, no decision regarding reciprocal compensation would affect this 

exemption. 

Exhibit JH-6 attached to my testimony consists of two diagrams. Diagram C 

illustrates a typical interstate call originating on a LEC’s network and delivered 

to an IXC’s Point of Presence. As shown by this illustration, the LEC receives 

access charges from the IXC as compensation for use of the LEC’s facilities to 

deliver the traffic to the IXC. The IXC bills the end user. 

Diagram D is different from Diagram C in only one respect. The IXC has been 

replaced by an ISP. The network used to transport ISP-bound traffic is exactly 
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the same network used to deliver traffic to IXCs. However, rather than through 

receipt of normal switched access charges, the LEC is compensated for the 

access service it provides to the ISP by the business rates it charges the ISP. 

The important point is that both IXCs and ISPs receive the same service and, 

although they are charged different prices, the prices they pay are designed to 

cover the same costs. That cost is the full cost of providing service to them. 

Exhibit JH-7 to my testimony consists of two diagrams illustrating the 

consistency of compensating carriers for access traffic based on the revenue 

that is derived from the jointly provided service. Diagram E illustrates a call 

that originates on a LEC’s network and is delivered to an IXC/ISP, and shows 

that the IXC/ISP pays the LEC for access services to cover the cost of getting 

the traffic to the IXC/ISP. Diagram F illustrates an IXC/ISP-bound call that 

originates on a LEC’s network and interconnects with another carrier’s 

network (ICO/CLEC) for routing of the call to the IXC/ISP. In this situation, 

the IXC/ISP is the other carrier’s customer. The revenue this other carrier 

receives from the IXUISP for access services covers the cost of delivering the 

traffic to the IXC/ISP. 

PLEASE DESCRIBE HOW ICG REQUESTS THAT IT BE 

COMPENSATED FOR ISP-BOUND TRAFFIC. 

Exhibit JH-8 to my testimony consists of a Diagram G which illustrates ICG’s 

request that BellSouth pay reciprocal compensation for ISP-bound traffic 

where the ISP is ICG’s customer. It is obvious from this diagram that ICG is 
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simply attempting to augment the revenues it receives from its ISP customer at 

the expense of BellSouth’s end user customers. In other words, paying ICG 

reciprocal compensation for ISP-bound traffic would result in BellSouth’s end 

user customers subsidizing ICG’s operations. Indeed, the FCC has recognized 

that the source of revenue for transporting ISP-bound traffic is the access 

service charges that ISPs pay. ICG receives this payment from its ISP 

customers. There is no legal or policy basis for ISPs to be subsidized simply 

because they choose a different carrier to provide their access service. 

DOESN’T BELLSOUTH COVER THE COST OF ORIGINATING TRAFFIC 

TO ISPs FROM ITS OWN END USERS? 

No, nor would it be appropriate to do so. Again, ISPs purchase access services, 

albeit at local business exchange rates. The local exchange rates paid by end 

user customers were never intended to recover costs associated with providing 

access service and were established long before the Internet became popular. 

IS BELLSOUTH ECONOMICALLY INDIFFERENT TO PAYING 

RECIPROCAL COMPENSATION ON ISP-BOUND TRAFFIC? 

No. Diagram F (on Exhibit JH-7) and Diagram G (on Exhibit JH-8) described 

above should make clear that BellSouth is not economically indifferent to 

paying reciprocal compensation on ISP calls for the following reasons: 

1) BellSouth is still incurring the cost to transport the call to the point 

of interconnection with the CLEC, 
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2) the CLEC wants BellSouth to pay reciprocal compensation to cover 

the CLEC’s cost from the point of interconnection to the CLEC’s 

switch, and 

3) the ISP, which is the only source of revenue to cover the costs in 1) 

and 2) above, only pays the CLEC for access. 

The CLEC receives the revenues from its ISP customer, yet ICG apparently 

believes it is appropriate for BellSouth to incur a portion of the costs for 

providing the service without any reimbursement. This is exactly the opposite 

of the situation depicted in Diagram B, which illustrates when reciprocal 

compensation should apply. The CLEC should reimburse the originating 

carrier (BellSouth) for its cost of transporting the ISP-bound call to the CLEC 

point of interconnection. Instead, the CLEC wants the LEC to incur even more 

of the costs without any compensation. This is inappropriate given the entire 

access charge system. There is no reason for the Commission to sanction this 

economic legerdemain and reward CLECs by subsidizing ISPs at the expense 

of the LEC’s end users. 

i 

IF RECIPROCAL COMPENSATION IS NOT AUTHORIZED, WILL CLECs 

BE UNCOMPENSATED FOR THE COSTS THEY INCUR TO PROVIDE 

SERVICES TO ISPs? 

No. The CLECs’ ISP customers compensate the CLECs for services that are 

provided just like an ILEC’s ISP customer compensates the ILEC. The 

CLECs’ request for reciprocal compensation on ISP-bound traffic simply 
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provides CLECs with unearned windfall revenues and further increases the 

unreimbursed cost of the ILEC. 

ICG CLAIMS THAT IT CANNOT RECOVER ITS COSTS OF HANDLING 

ISP-BOUND TRAFFIC WITHOUT RECIPROCAL COMPENSATION. DO 

YOU AGREE? 

No. If ICG truly believes it is unable to recover its cost of providing service to 

ISPs, ICG could have submitted cost studies to the Commission proving its 

case. However, ICG has not done so. The reason is simple; ICG does not 

incur costs for ISP-bound traffic on a per minute of use basis. ICG bills its ISP 

customers on a flat-rated basis and recovers its costs in that manner. ICG 

would be unable to demonstrate per minute of use costs that it is unable to 

recover. Further, ICG could not use BellSouth's per minute of use cost for 

reciprocal compensation because that cost is based on local traffic, and ISP- 

bound traffic is not local. 

DOES LACK OF RECIPROCAL COMPENSATION ON ISP-BOUND 

TRAFFIC DISTORT THE ATTRACTIVENESS OF ISPs AS CLEC 

CUSTOMERS? 

No. Payment of reciprocal compensation would create the distortion. The table 

below .provides an example of this distortion. 
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This illustration shows that reciprocal compensation allows the CLEC to offer 

lower prices to ISPs without reducing their net margins. Reciprocal 

compensation, thus, subsidizes the prices the CLEC charges the ISP. When 

reciprocal compensation is not paid on ISP-bound traffic, all parties are 

competing on an equal footing for ISP customers. Hence, reciprocal 

compensation should not be used to subsidize the service provided to the ISP. 

IS BELLSOUTH ATTEMPTING TO AVOID PAYING RECIPROCAL 

COMPENSATION ON UNBALANCED TRAFFIC? 

No. First, let me point out that BellSouth does not dispute payment of 

reciprocal compensation on unbalanced traffic. Rather, BellSouth disputes 

payment of reciprocal compensation on access traffic - i.e., ISP-bound traffic. 

Second, I would point out that BellSouth has an obligation to serve any 

customer, not simply to compete for the business of customers that generate 

more inbound than outbound calling as ICG does. 

25 0 Issue 3: Should BellSouth be required to make available as UNEs packet-switching 
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capabilities, including but not limited to: (a) user-to-network inter$ace ( cTJN19,) at 

56 kbps, 64 kbps, 128kbps, 256 kbps, 384 kbps, 1.544 Mbps, 44.736 Mbps; (b) 

network-to-network interface (““I ”) at 56 kbps, 64 kbps, 1.544 Mbps, 44.736 

Mbps; and (e) data link control identifiers (“DLCIs ’7, at committed information 

rates (“CIRs ’7 of 0 kbps, 8 kbps, 9.6 kbps, 16 kbps, 19.2 kbps, 28 kbps, 32 kbps, 56 

kbps, 64 kbps, 128 kbps, 192 kbps, 256 kbps, 320 kbps, 384 kbps, 448 kbps, 512 kbps, 

576 kbps, 640 kbps, 704 kbps, 768 kbps, 832 kbps, 896 kbps, 960 kbps, 1.024 Mbps, 

1.088 Mbps, 1.152 Mbps, 1.216 Mbps, 1.280 Mbps, 1.344 Mbps, 1.408 Mbps, 1.472 

Mbps, 1.536 Mbps, 1.544 Mbps, 3.088 Mbps, 4.632 Mbps, 6.1 76 Mbps, 7.720 Mbps, 

9.264 Mbps, 10.808 Mbps, 12.350 Mbps, 13.896 Mbps, 15.440 Mbps, 16.984 Mbps, 

11 18.528 Mbps, 20.072 Mbps? 

12 

13 Q. WHAT IS BELLSOUTH’S POSITION ON THIS ISSUE? 
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0 
It is BellSouth’s understanding that ICG is requesting that BellSouth unbundle 

its existing tariffed Packet Switching Frame Relay Service. Preliminary 

indications from the FCC’s September 15, 1999, press release indicate that 

such advanced services will not be subject to unbundling. However, pending 

the FCC’s ruling, BellSouth has agreed to provide unbundled Packet Switching 

Frame Relay Service. BellSouth witness Ms. Daonne Caldwell is sponsoring 

studies for the functions as they are found in BellSouth’s tariff. One Frame 

Relay rate element, Data Link Connection Identifier (“DLCI”) is offered in 

BellSouth’s tariff at varying Committed Information Rates (“CIRs”). 

BellSouth studied this functionality in “groupings” of CIRs that mirror its tariff 

offering. BellSouth’s costs and proposed rates applicable during this interim 0 
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period for unbundled packet switching capabilities are found on Exhibit JH-9 

attached to my testimony. 

PLEASE EXPLAIN BELLSOUTH’S PROPOSAL FOR SETTING RATES 

FOR THE ELEMENTS DISCUSSED IN THIS AND OTHER ISSUES IN 

THIS PROCEEDING. 

Where ICG is requesting capabilities for which no rates have been established, 

BellSouth is filing cost studies that are consistent with the Total Element Long 

Run Incremental Cost (“TELRIC”) methodology advocated by this 

Commission in its Arbitration Orders. Ms. Caldwell presents and supports 

those cost studies, and BellSouth’s proposed rates for these capabilities are 

found on my Exhibit JH-9. 

ARE BELLSOUTH’S COST STUDIES GENERALLY CONSISTENT WITH 

THE FCC’S PRICING METHODOLOGY? 

Yes. FCC Rule 5 1 SO5 defines the FCC’s cost methodology for UNEs. 

BellSouth’s TELRIC studies used to support prices for capabilities in this 

proceeding are generally consistent with those methods. Per the FCC’s rules, 

such costs must be developed using an efficient network configuration, which 

uses the existing location of the incumbent LEC’s wire centers. Further, the 

costs should be developed using a forward-looking cost of capital and 

economic depreciation rates, and a reasonable allocation of forward-looking 

common costs is appropriate. The forward-looking economic costs may not 
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include embedded costs, retail costs, opportunity costs or revenues to subsidize 

other services. 

In addition to Rule 5 1 S05, there are several other rules that describe 

the rate structure requirements that the FCC applies to UNEs. With 

the exception of Rule 5 1.507(f), BellSouth has proposed prices for 

these interim capabilities that are consistent with the FCC’s rate 

structure requirements. 

DOES BELLSOUTH AGREE THAT INTERCONNECTION AND UNE 

PRICES SHOULD BE REQUIRED TO BE SET EQUAL TO TELRIC? 

No. BellSouth does not agree that interconnection and UNE prices should be 

required to be set equal to TELRIC. There are a number of reasons why such a 

requirement should not be established. In fact, various challenges to the FCC’s 

pricing rules have been raised and are currently under review by the Eighth 

Circuit. However, during this interim period, the FCC’s rules are in effect, 

therefore, BellSouth is proposing prices in accordance with the FCC’s rules for 

network elements requested by ICG in this proceeding. 

WHAT IS BELLSOUTH PROPOSING WITH REGARD TO GEOGRAPHIC 

DEAVERAGING? 

FCC Rule 5 1.507(f) requires that each state commission establish at least three 

geographic rate zones for UNEs and interconnection that reflect cost 
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differences. On May 7, 1999, the FCC released an order in CC Docket No. 96- 

98 issuing a stay of Rule 5 1.507(f). The stay will remain in effect until six 

months after the FCC issues its order in CC Docket No. 96-45 finalizing and 

ordering implementation of high-cost universal service support for non-rural 

local exchange carriers. Therefore, Rule 5 1.507(f) should not be applied to the 

unbundled network capabilities that BellSouth would offer at this time. 

Issue 6: Should volume and term discounts be available for UNEs? 

Q. WHAT IS BELLSOUTH’S POSITION ON THIS ISSUE? 

A. BellSouth should not be required to provide volume and term discounts for 

UNEs. Neither the Act nor any FCC order or rule requires volume and term 

discount pricing. The UNE recurring rates that ICG will pay are cost-based in 

accordance with the requirements of Section 252(d) and are derived using least- 

cost, forward looking technology consistent with the FCC’s rules. Furthermore, 

BellSouth’s nonrecurring rates already reflect any economies involved when 

multiple UNEs are ordered and provisioned at the same time. 

Issue 7: Forpurposes of reciprocal compensation, should ICG be compensated for 

end office, tandem, and transport elements of termination where ICG’s switch 

services a geographic area comparable to the area served by BellSouth’s tandem 

switch? 

Q. WHAT IS BELLSOUTH’S POSITION ON THIS ISSUE? 
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BellSouth’s position is that carriers should be compensated only for those 

functions they actually perform. If a call is not handled by a switch on a 

tandem basis, it is not appropriate to pay reciprocal compensation for the 

tandem switching function. A tandem switch connects one trunk to another 

trunk and is an intermediate switch or connection between an originating 

telephone call location and the final destination of the call. An end office 

switch is connected to a telephone subscriber and allows the call to be 

originated or terminated. If ICG’s switch is an end-office switch, then it is 

handling calls that originate from or terminate to customers served by that local 

switch, and thus ICG’s switch is not providing a tandem function. ICG is 

seeking to be compensated for the cost of equipment it does not own and for 

functionality it does not provide. Therefore, the Commission should deny 

ICG’s request for tandem switching compensation when tandem switching is 

not performed. 

PLEASE RESPOND TO ICG’S CONTENTION THAT ICG’S SWITCH 

SERVES A GEOGRAPHIC AREA COMPARABLE TO BELLSOUTH’S 

TANDEM. 

Without additional information, it is not possible to determine whether ICG’s 

switch would actually serve a geographic area comparable to BellSouth’s 

tandem. Even if one were to assume that ICG’s switch covers a geographic 

area similar to BellSouth’s tandem, ICG’s switch is not performing tandem 

functions which the FCC has indicated is one of the criteria that a CLEC’s 
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switch must meet to be eligible for tandem switching. 

PLEASE COMMENT ON ICG’S POSITION THAT ICG PROVIDES 

TRANSPORT BETWEEN ITS SWITCH AND ITS COLLOCATION 

SPACES. 

Without specific information from ICG to the contrary, the equipment in ICG’s 

collocation space is most likely nothing more than a Subscriber Loop Carrier 

(“SLC”). A SLC is part of loop technology and provides no “switching” 

functionality. Thus, ICG is only providing the termination function, which is 

not the same as transport from the ILEC tandem to end offices as ICG 

contends. 

In paragraph 1039 of the FCC’s First Report and Order, the FCC clearly 

defines transport: 

We conclude that transport and termination should be treated as two 

distinct functions. We define ‘transport ’for purposes of section 

251(b)(5), as the transmission of terminating trafjc that is subject to 

section 251 (b)(5)j?om the interconnection point between the two 

carriers to the terminating carrier’s end ofice switch that directly 

serves the calledparty (or equivalent facility provided by the non- 

incumbent carrier). 

Further, in paragraph 1040 of the FCC’s First Report and Order, 

We deJine “termination ” forpurposes of section 251(b)(5), as the 
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switching of traffic that is subject to section 251(6)(5) at the 

terminating carrier’s end office switch (or equivalent facility) and 

delivery of that traffic @om that switch to the calledparty ’s premises. 

Additionally in that same paragraph, the FCC states: 

As such, we conclude that we need to treat transport and termination as 

separate functions - each with its own cost. 

Clearly, the FCC recognized that transport and termination charges should 

apply only if those functions are provided. Transport includes any flat-rated 

dedicated services, tandem switching function and “common” transport 

between the tandem switch and end office switch necessary to transport the call 

fiom the interconnection point to the end office. ICG’s switch is not providing 

a common transport or tandem function, but is switching traffic through its end 

office for delivery of that traffic fiom that switch to the called party’s premises. 

IS ICG’S POSITION CONSISTENT WITH WHAT THE FCC 

DETERMINED TO BE THE “ADDITIONAL COST” OF TERMINATING A 

CALL? 

No. In paragraph 1057, the FCC clearly indicates what should be charged for 

terminating a call: 

We find that, once a call has been delivered to the incumbent LEC end 

office serving the calledparty, the ‘additional cost’ to the LEC of 

terminating a call that originated on a competing carrier’s network 
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ports associated with local switches do not vary in proportion to the 

number of calls terminated over these facilities. We conclude that such 

non-trafic sensitive costs should not be considered 'additional costs ' 

when a LEC terminates a call that originated on the network of a 

Obviously, the FCC intends for the terminating LEC to recover its loop costs 

from the end user customer, not the originating LEC. ICG is clearly attempting 

12 to recover its loop costs from BellSouth by inappropriately classifllng their end 
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office switch as a tandem switch. 

Issue 11: Should BellSouth be required to commit to provisioning the requisite 

network buildout and necessary support when ICG agrees to a binding forecast of its 

traffic requirements in a specified period? 

Q. SHOULD THIS COMMISSION ORDER BELLSOUTH TO COMPLY WITH 

THIS ISSUE AS ICG HAS STATED IT? 

A. No. BellSouth is not required by the Act to commit to a binding forecast with 

CLECs. While the specifics of such an arrangement have not been finalized, 

BellSouth is agreeable to continue to negotiate with ICG to meet their forecasting 

needs. 
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BellSouth is currently analyzing the possibility of providing a service whereby 

BellSouth commits to provisioning the necessary network buildout and support 

when a CLEC agrees to enter into a binding forecast of its traffic requirements. 

While BellSouth has not yet completed the analysis needed to determine if this is 

a feasible offering, as I noted, BellSouth is willing to discuss the specifics of such 

an arrangement with ICG. 

Issue 5: Should BellSouth be subject to liquidated damages for failing to meet the 

time intervals forprovisioning UNEs specified in Attachment 2 on UNEs? 

Issue 19: Should BellSouth be required to pay liquidated damages when BellSouth 

fails to install, provision, or maintain any service in accordance with the due dates 

set forth in an interconnection agreement between the Parties? 

Issue 20: Should BellSouth continue to be responsible for any cumulah've failure in 

a one-month period to install, provision, or maintain any service in accordance with 

the due dates specified in the interconnection agreement with ICG? 

Issue 21: Should BellSouth be required to pay liquidated damages when 

BellSouth's service fails to meet the requirements imposed by the interconnection 

agreement with ICG (or the service is interrupted causing loss of continuity or 

functionality)? 

25 Issue 22: Should BellSouth continue to be responsible when the duration of 
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service ’s failure exceeds certain benchmarks? 

Issue 23: Should BellSouth be required to pay liquidated damages when 

BellSouth’s service fails to meet the grade of service requirements imposed by the 

interconnection agreement with ICG? 

Issue 24: Should BellSouth continue to be responsible when the duration of 

service’s failure to meet the grade of service requirements exceeds certain 

benchmarks ? 

Issue 25: Should BellSouth be required to pay liquidated damages when 

BellSouth’s fails to provide any data in accordance with the specifications of the 

interconnection agreement with ICG? 

Issue 26: Should BellSouth continue to be responsible when the duration of its 

failure to provide the requisite data exceeds certain benchmarks? 

Q. ARE LIQUIDATED DAMAGES APPROPRIATE AS AN ISSUE FOR 

ARBITRATION? 

A. No. First, penalties are not appropriate as an issue for arbitration, nor as a 

contractual remedy, and should not be imposed by this Commission. Penalties 

are neither a requirement of Section 25 1 of the Act nor of the FCC’s rules. The 

FCC expressed a preference for self-executing enforcement mechanisms only 

as a public interest concern under the statutory standard of review for assessing 
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an application under Section 27 1. At most, penalties are an issue under 

Section 27 1, not a requirement of Section 25 1. Thus, they are not appropriate 

for arbitration. 

WHAT IS BELLSOUTH’S POSITION REGARDING INCORPORATION OF 

PERFORMANCE PENALTIES INTO INTERCONNECTION 

AGREEMENTS? 

Even if a guarantee, penalty or liquidated damage award could be arbitrated, 

such award is completely unnecessary. State law and state and federal 

commission procedures are available, and are perfectly adequate, to address 

any breach of contract situation, should it arise. The Service Quality 

Measurements (“SQMs”) that BellSouth has proposed are fully enforceable 

through the Commission’s complaint process in the event of BellSouth’s 

failure to meet such measurements. 

WHAT IS BELLSOUTH’S POSITION REGARDING ICG’S REQUEST FOR 

BELLSOUTH TO BE RESPONSIBLE FOR SERVICE FAILURES THAT 

EXCEED CERTAIN BENCHMARKS? 

BellSouth believes that the only remedies appropriate for inclusion in an 

interconnection agreement are those to which the parties mutually agree. 

BellSouth is currently working with the FCC to finalize BellSouth’s proposal 

for self-effectuating enforcement measures. This is a voluntary proposal made 

by BellSouth which would take effect on a state-by-state basis concurrent with 
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approval for BellSouth to enter into long distance in each state and subject to 

acceptance by the FCC. This proposal should not, however, be interpreted in 

any way as BellSouth’s admission that this Commission or the FCC has the 

authority to impose self-executing penalties or liquidated damages without 

BellSouth’s agreement. 

HAS THIS COMMISSION PREVIOUSLY ADDRESSED THE ISSUE OF 

PERFORMANCE PENALTIES? 

Yes. Specifically, in the AT&T Arbitration Order, this Commission declined 

to require liability provisions in the Interconnection Agreement. This 

Commission should find again that liability provisions, or performance 

penalties, should not be required to be included in an interconnection 

agreement. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes. 

25 
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Bel- t outh Telecommunications, Inc. 
KPSC Docket No. 99-218 
Exhibit JH-1 

BEFORE 

THE PUBLIC SERVICE COMMISSION OF 

SOUTH CAROLINA 

DOCKET NO. 1999-259-C - ORDER NO. 1999-690 

OCTOBER 4, 1999 

IN RE: Petition of 1TC"DeltaCom Communications, ) ORDER 
Inc. for Arbitration with BellSouth 1 ON 
Telecommunications, Inc. Pursuant to the 1 ARBITRATION 
Telecommunications Act of 1996. ) 

I. INTRODUCTION 

Tiis arbitration proceeding is pending before the South Carolina Public Servic 

Commission ("Commission") pursuant to Section 252 (b) of the Telecommunications Act 

of 1996 ("1996 Act"). This proceeding arose after 1TC"DeltaCom Communications, Inc. 

("1TC"D~:ltaCom") and BellSouth Telecommunications, Inc. ("BellSouth") were unable 

to reach agreement on all issues despite the good faith negotiations conducted over an 

extended period of time. On June 1 1, 1999,ITC"DeltaCom filed a Petition for 

Arbitration with BellSouth in South Carolina. BellSouth filed its Response to 

1TC"Delt.aCom's Petition on July 6, 1999. The Petition and Response included a list of 

some seventy-three (73) issues to be decided by this Commission. 

e 

The Hearing of this Arbitration was held on September 8 - 9, 1999, with the 

Honorabie Philip T. Bradley, Chairman, presiding. Prior to the evidentiary hearing, the 

parties were able to resolve approximately forty (40) of the disputed issues that were 

originall!/ listed in the Petition. Thus, this Commission will only address in this Order 

the rema:ning disputed issues as of the date of the Hearing. At the evidentiary hearing, 
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1TC"DeliaCorn was represented by Mitchell Willoughby, Esquire; B. Craig Collins, 

Esquire; !David I. Adelman, Esquire; and Nanette S. Edwards, Esquire. 1TC"DeltaCorn I 

offered the testimony of Christopher J. Rozycki; Stephen D. Moses'; Michael Thomas; 

Michael !;tarkey and Don J. Wood. BellSouth was represented by Caroline N. Watson, 

Esquire; William F. Austin, Esquire; Lisa Foshee, Esquire; and Thomas B. Alexander, 

Esquire. !3ellSouth offered the testimony of Alphonso J. Vamer; Dr. William Taylor; D. 

Daonne Caldwell; David L. Thierry; David D. Scollard; Ronald M. Pate and W. Keith 

IMilner. 

Tne purpose of this Arbitration proceeding is the resolution by the Commission of 

the remaining disputed issues set forth in the Petition and Response. 47 U.S.C.4 

252(b)(4:1(C). Under the 1996 Act, the Commission shall ensure that its arbitration 

decision meets the requirements of Section 25 1 and any valid Federal Communications 

Commission ("FCC") regulations pursuant to Section 252; shall establish rates according 

to the prcwisions of Section 252(d) for interconnection, services, and network elements; 

and shall provide a schedule for implementation of the terms and conditions by the 

parties to the Agreement. 47 U.S.C. 4 252(c). 

11. Procedural Motions 

A. BellSouth's Motion to Strike. 

A t  the beginning of the Hearing the Commission heard oral arguments from 

counsel for BellSouth and counsel for 1TC"DeltaCom regarding BellSouth's Motion to 

Strike and Exclude Certain Testimony of 1TC"DeltaCom. (Tr. Vol. 1 at 10-46). 

' 1TC"DeliaCom prefiled the testimony of Thomas Hyde; however, due to personal reasons, Mr. Hyde did 
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Specifically, through its Motion, BellSouth sought to strike certain portions of the 

prefiled direct and rebuttal testimony of 1TC"DeltaCom witnesses, Thomas Hyde (whose 

testimony was adopted by Stephen D. Moses) and Don Wood, and to exclude any related 

live testimony at the Hearing. Principally, the Motion to Strike and Exclude was directed 

at testimony by Mr. Hyde (Moses) and Mr. Wood that attempted to put in evidence 

information regarding BellSouth's recumng and nonrecurring costs as to certain 

unbundled network elements ("UNEs") and the expansion of Issue No. 5 from one (1) 

issue statad in 1TC"DeltaCorn's Petition to four (4) separate issues. At the conclusion of 

oral argument, the Commission announced that it would take BellSouth's Motion to 

Strike anti Exclude under advisement and rule on it in the Commission's Final Order. (Tr. 

Vol. 1 of p. 46). Upon review, the Commission finds now that BellSouth's Motion to 

Strike and Exclude should be denied. 

With regard to the portion of BellSouth's Motion to Strike that seeks to have 

portions of rebuttal testimony of 1TC"DeltaCom's witnesses Wood and Hyde excluded, 

Be1lSout.i asserts that it is not appropriate for ITC"DeltaCom, through this two-party 

arbitration, to attempt to re-litigate UNE cost issues that this Commission decided in an 

open generic proceeding regarding BellSouth's costs to provision U N E s  in South 

Carolina (See Order, June 1, 1998, Docket No. 97-374-C, Proceeding fo Review 

BellSouth Telecommunications, Inc. 's Cost Studies for Unbundled Network Elements). 

Further, BellSouth asserts that portions of the testimony are based on evidence that is not 

in the record of the instant proceeding. 1TC"DeltaCom argues that the law with regard to 

~ 

not appear and was replaced at the Heanng by Mr. Stephen D. Moses, also an employee of ITC^DeltaCom. 
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UNE rates has changed since the Commission's approved UNE rates for BellSouth and 

that the rides are not compliant with FCC Rules. 1TC"DeltaCom states that it propounded 

discover). to BellSouth, to which BellSouth properly responded, and that the discovery 

led to information upon which the 1TC"DeltaCom witness based his opinion. Therefore, 

1TC"DeltaCom contends that it may properly challenge and present evidence of FCC 

compliant rates within the context of this Arbitration proceeding. 

Upon consideration of the Motion to Strike, the Commission is cognizant that it 

has broad discretionary powers in admitting or excluding evidence much like that of a 

trial court. See Hoefleer v. The Citadel, 31 1 S.C. 361,429 S.E.2d 190 (1993), rehearing 

denied. Further, the Commission is aware that the South Carolina Rules of Evidence 

allow for an expert to rely on information which is not admissible into evidence to form 

his or her expen opinion. See, Rule 703, S C E .  The Commission concludes that the 

Motion to Strike relating to witness Wood's rebuttal testimony and witness Hyde's 

rebuttal testimony should be denied and that the testimony should be admitted. In 

admittin!; the evidence, the Commission is not concumng with 1TC"DeltaCom's 

assertion that the UNE rates are properly challenged in this Arbitration proceeding. The 

Commission is merely admitting evidence which the Commission may, or may not, 

consider in its deliberations and give that evidence whatever weight or credibility the 

Commis:;ion deems appropriate. 

faellSouth also contends that it is not appropriate for 1TC"DeltaCom to attempt to 

add new issues to this Arbitration proceeding by expanding Issue No. 5 from one (1) 

issue in ihe Petition to four (4) separate issues. 1TC"DeltaCom asserts that it expressly 
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incorporared a proposed interconnection agreement and summary issues matrix into its 

Petition for Arbitration which was filed on June 11, 1999. Additionally, 1TC”DeltaCom 

states that the binding forecast issue was addressed in the prefiled testimony of BellSouth 

witness Varner. 

The Commission concludes that BellSouth’s Motion to Strike as regarding Issue 5 

should be denied. The Commission recognizes that the issue of binding forecast, as stated 

in the reslated Issue 5 proposed by ITC”DeltaCom, was addressed by BellSouth in its 

prefiled testimony. Further, the subtopics identified in Issue 5 as stated by 

1TC”DeltaCom are set out in the Exhibit B which was attached to the Petition and 

incorporated by reference; Exhibit B provided a summary of the issues on which the 

parties had not reached agreement. See Petition for Arbitration of ITC”DeltaCom, p. 3 , l  

7 and Exhibit B to Petition. Inasmuch as BellSouth filed testimony on the restated issue, 

including the issue of binding forecast, the Commission can find no prejudice to 

BellSouth. As no prejudice has been demonstrated, the Commission denies BellSouth’s 

Motion to Strike with regard to Issue 5. 

B. 1TC”DeltaCom’s Objection to Introduction of BellSouth’s Service Quality 

Measurements. 

During the Hearing, the Commission requested both parties to review and 

compare the other party’s performance measurements and to report back with the results. 

BellSouth prepared a written analysis comparing the two sets of measurements. 

1TC”DeltaCom did not do so. In order to make the comparison document meaningful, 

BellSouth also presented the Commission with a copy of BellSouth’s most recent version 
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of its perf~rmance measurements, which it calls, Service Quality Measurements 

(“SQMs”). Counsel for BellSouth requested that both documents be admitted into 

evidence in this proceeding. 1TC”DeltaCom objected to admission of the SQMs. The 

Commission marked the documents for identification only and stated that it would rule 

on their admissibility in the Final Order. The Commission now overrules 

1TC”DeIt;iCom’s objection and allows the exhibits to be admitted into the evidence of 

record in :his proceeding as Hearing Exhibit No. 17. The Commission has wide latitude 

in accepting evidence at proceedings such as this one, akin to that of a trial court. See 

Hoefer v. The Citadel, supra. The Cornmission requested both parties to provide 

comparisons of the other’s performance measurements. BellSouth was the only party to 

do so. The Commission finds BellSouth’s comparison document extremely helpful. 

Moreover, the Commission finds that it is both necessary and useful to have BellSouth’s 

actual Seivice Quality Measurements in the record to determine an unresolved issue in 

this proceeding. 

111. DISCUSSION OF ISSUES FOR ARBITRATION. 

Based upon a careful consideration of the entire record in this Arbitration 

proceeding, the Commission makes the following determinations and decisions regarding 

the issues presented in this arbitration proceeding: 

Issue I f a l  
Should HellSouth be required to comply with performance measures and guarantees 
for pre-ordering/ordering, resale, and unbundled network elements (“LINES”), 
provisioning, maintenance, interim number portability and local number 
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portability, collocation, coordinated conversions and the bona fide request processes 
as set forth fully in Attachment 10 of Exhibit A to this Petition? 

ITC^DeltaCom Position: 

tiered performance guarantees as proposed by witness Rozycki and incorporated into 
contract language in Attachment 10 to Exhibit A to the Petition. Section 25 l(c)(3) of the 
Act requires nondiscriminatory unbundled access to all UNEs including OSS. See First 
ReDort and Order of the FCC (OSS is UNE) CC Docket 96-98,1525. Thus it is also a 
requirement of Section 27 1 of the Act. BellSouth itself proposed self-executing 
performarce guarantees. See BellSouth’s Ex Parte Proposal to the FCC for Self 
Effectuating Measures, April 3, 1999. 

Yes. BellSouth should be required to provide performance measures and three- 

BellSouth Position: 

“guaranted in Attachment 10 to the Petition are appropriate. The South Carolina 
Commission has previously declined to establish additional performance and service 
measurements in an arbitration proceeding, having found that: “[tlhis Commission 
already hzs service measurements in place. BellSouth must provide the same quality of  
services to  AT&T that i t  provides to its own customers .... ” (See Order No. 97-189. at 5- 
6, March 10, 1997, Docket No. 96-358-C, AT&T/BellSouth Arbifrarion). BellSouth has 
offered a comprehensive set of performance measurements (Service Quality 
Measurements or “SQMs”) which ensure that BellSouth provides 1TC”DeltaCom and all 
other CLECs with nondiscriminatory access as required by the 1996 Act and applicable 
rules of tl-.e Federal Communications Commission (“FCC”). BellSouth also is willing to 
provide I‘TC^DeltaCom any additional performance measurements that the Commission 
may order BellSouth to provide to other CLECs in this state. 

With respect to performance “guarantees”, BellSouth does not believe that 
financial ~ncentives, “guarantees”, penalties or liquidated damages are appropriate 
matters for arbitration under the 1996 Act. 1TC”DeltaCom’s proposal is not required by 
the 1996 .Act and represents a supplemental enforcement scheme that is inappropriate and 
unnecessary. 1TC”DeltaCom has adequate legal recourse in the event BellSouth breaches 
its interconnection agreement. Moreover, the South Carolina Commission has previously 
determinttd that it “lacks the jurisdiction or legislatively-granted authority to impose 
penalties or fines” in the context of a similar arbitration proceeding. (See Order No. 97- 
189, at 6, March 10, 1997, Docket 96-358-C, AT&T/BellSouth Arbitration). 

BellSouth disagrees that the so called “performance measures” and performance 

Discussion: 

The Commission has been presented with two (2) sets of performance 

measurements by which BellSouth’s provision of services to competitive local exchange 
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carriers ("CLECs"), such as ITC^DeltaCom, may be measured. On the one hand, 

1TC"DeltitCOm witness Mr. Rozycki offered a set of performance measures and 

performance guarantees which may be found as Attachment 10 to Exhibit A of 

1TC"Delt;iCom's Petition. Mr. Rozycki testified that these were very similar to a set of 

performance measures/performance guarantees that had been used by CLECs and the 

incumbent local exchange carrier ("ILEC') in Texas. (Rozycki, Tr. Vol. 1 at 69). Mr. 

Rozycki testified that the performance guarantee aspect of the performance 

measurements that 1TC"DeltaCom was supporting included a three-tiered system of 

financial consequences if BellSouth were not to meet certain levels of performance under 

the forty-five (45) different measurements proposed by 1TC"DeltaCom. For example, a 

failure under the second tier constitutes a "specified performance breach" and would 

require BellSouth to compensate 1TC"DeltaCom $25,000 for each measurement 

BellSouth failed to meet. A failure to perform under the third tier constitutes a "breach- 

of-contrazt" which would require BellSouth to pay penalties in the amount of $100,000 

for each default for each day the breach or default continues. (Rozycki, Tr. Vol. 1 at 68 - 
71). At the Hearing, Mr. Rozycki changed positions and offered to have any such 

penalties made payable to the State of South Carolina rather than individually to 

1TC"DeltaCom. (Tr. Vol. 1 at 119 and 691). 

Cln the other hand, BellSouth offered its own detailed set of performance 

measureinents developed over the last two years by working with various state 

commissions and CLECs. (Tr. Vol. 1 at 727). BellSouth witness h4r. Varner testified that 

BellSouth is taking very seriously the FCC's request for "clear and precise" 
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measurements by which CLECs and regulators can confirm nondiscriminatory 

provisioning of network facilities and services. (Ameritech-Michigan Order 12 FCC Rcd. 

at 20655-56,1209. Mr. Varner testified that BellSouth's Service Quality Measurements 

("SQMs") covered nine (9) separate categories of measurements: (1 )  Pre-Ordering OSS; 

(2) Ordering; (3)  Provisioning; (4) Maintenance & Repair; (5) Billing; (6)  Operator 

Services (Toll) and Directory Assistance; (7) E91 1; (8) Trunk Group Performance; and 

(9) Collocation. (Vamer, Tr. Vol. 1 at 405 - 406 and Hearing Ex. 17 at 1 (Table of 

Contents]). BellSouth's Service Quality Measurements, which comprise some 69 pages 

of details regarding how these nine (9) categories are measured, is part of Hearing 

Exhibit No. 17. 

Also, a part of Hearing Exhibit No. 17 is BellSouth's Matrix which compares 

1TC"Deli:aCom's proposed performance measurements to BellSouth's Service Quality 

Measurements. Mr. Varner stressed that by using BellSouth's detailed set of 

measurements, along with the raw data provided, 1TC"DeltaCom and the Commission 

can monitor BellSouth's performance and verify that services are being provided at panty 

with BellSouth and with other CLECs. Rather than attempting to negotiate different 

performance measurements in the various individual interconnection agreements for each 

CLEC doing business in BellSouth's region, as 1TC"DeltaCom is attempting to do 

through its own version of performance measurements taken horn another state outside 

BellSout h's region, BellSouth states that it is committed to delivering BellSouth's 

Service t2uality Measurements equally to all CLECs, including 1TC"DeltaCom. (Varner, 

Tr. Vol. 1 at 405 - 407). Significantly, BellSouth's SQMs have been approved by several 
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state Commissions and have been incorporated into numerous interconnection 

agreement:; with other CLECs inBellSouth’s region. (Tr. Vol. 1 at 726-727). 

Mr Varner also testified that the so-called performance “guarantees” are nothing 

more than penalties or liquidated damages. As such, they are not an appropriate matter to 

be determined through arbitration. (Varner Tr. Vol. 1 at 407 - 408) None of the 

requirements found in Section 251 of the 1996 Act involves a duty for the parties to agree 

on a set of financial performance guarantees or liquidated damages-type provisions. The 

1996 Act does not specifically require an arbitrated agreement to satisfy any conditions 

regarding performance guarantees, penalties or liquidated damages. BellSouth noted that 

state law and state and federal commission procedures are available, and perfectly 

adequate, ‘:o address any performance or breach of contract situation should it arise. For 

example, 13ellSouth’s SQMs are fully enforceable through commission complaints in the 

event of BellSouth’s failure to meet such measurements. 

Dr. William Taylor, on behalf of BellSouth, testified that performance measures 

“based on penalties or liquidated damages are completely unnecessary and inappropriate. 

Apart fiorn the fact that legal and other remedies are already available, 1TC”DeltaCom‘s 

proposed performance guarantee system suffers from an important incentive problem 

known in economics as moral hazard.” (Dr. Taylor, Tr. Vol. 1 at 548). (emphasis in 

original). AS Dr. Taylor explained, moral hazard is a form of gaming by which one party 

to a contrxt may resort to actions - within the contract - that create unanticipated 

competiri d e  or financial advantage for that party at the expense of the other parry to the 

contract. (Dr. Taylor, Tr. Vol. 1 at 548 - 549). Dr. Taylor’s testimony on this point may 
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explain Mr. Rozycki’s change in positions --- the penalties are now proposed to be paid 

to the State rather than ITPDeltaCom. Even with this change of position, the problem 

of “moral hazard” still exists. 

Fi:ially, Mr. Varner testified that BellSouth is currently working with the FCC to 

decide on a BellSouth voluntary proposal for self-effectuating enforcement measures. 

These rnelsurements would take effect on a state-by-state basis concurrent with approval 

for BellSouth to enter the long distance market (i.e. obtain Section 271 interLATA relief). 

(Vamer, Yr. Vol. 1 at 407). 

Upon consideration of this issue, the positions of the parties, and the evidence 

fiom the hearing, the Commission concludes that a generic docket should be opened to 

investigate and rule on proper performance measures to be imposed on BellSouth and 

potentially other ILECs. As illustrated by the performance measures admitted in this 

proceedirig and by the positions of the parties, the Commission recognizes that the issue 

of performance measures has far-reaching implications in the telecommunications 

industry, especially relating to competition under the 1996 Act. 

Ir. the interim, the Commission finds that BellSouth’s Service Quality 

Measurements (as contained in Hearing Exhibit No. 17) are appropriate and should be 

adopted is performance measures for the parties to use until the Commission can 

conclude a generic proceeding on performance measures. In deciding to use the 

BellSoutn SQMs, the Commission notes that BellSouth’s SQMs have undergone two 

years of -eview and formulation by the FCC and several state commissions and input 

from various CLECs. As such, the Commission recognizes that these performance 
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measurernents are in place and ready to be implemented within the context of this 

agreement until this Commission can conclude its generic proceeding. 

With regard to the performance guarantees, the Commission expressly rejects 

imposing any sort of “performance guarantee” or penalty provision associated with 

performance measurements. The Commission finds that neither the 1996 Act nor state 

law allows the Commission to impose penalties or fines in this arbitration. Additionally, 

this Commission has previously determined in the context of a proceeding resolving 

disputed issues for an arbitrated agreement under the 1996 Act that it lacks the 

jurisdictim or legislatively-granted authority to impose penalties or fines in the context of 

an arbitrated agreement. (See Order No. 97-189, at 6, March 10, 1997 in Docket No. 96- 

358-C (AT& T/BellSouth Arbitration). 

The Commission also notes, with respect to 1TC”DeltaCom’s witness Mr. 

Rozycki’s statements concerning so-called “anti-back sliding measures” that this matter 

is more appropriate for consideration under the public interest standard under Section 271 

of the 1936 Act than an arbitration for an interconnection agreement. The Commission 

further notes that BellSouth is currently working voluntarily with the FCC to develop 

such mewures. 

Orderine Paraeraoh: 

By this Order, the Commission directs that a generic docket be established to 

investigate and rule on proper performance measures to be followed by BellSouth and 

potentially other ILECs operating in South Carolina. In the interim until a generic docket 

can be concluded, the Commission directs the parties to utilize the BellSouth Service 
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Quality Measurements as a part of the parties' interconnection agreement for South 

Carolina. The Commission rejects imposing any sort of "performance guarantee" or 

penalty pr,ovision associated with performance measurements. 

Issue l (bl  
Should BellSouth be required to waive any nonrecurring charges when it misses a 
due date:' If so, under what circumstances and for which UNEs? 

1TC"DeltaCom Position: 

BellSouth should waive the non-recurring charges. BellSouth seems to have agreed with 
this position in a brief submitted in Tennessee. Other guarantees are needed to assure the 
due date is not missed repeatedly. This applies to all UNEs. This issue is covered by 
witness Rozycki in his direct testimony pages 6 through 9. 
BellSouth Position: 

it misses ;i due date would constitute a penalty or liquidated damages provision which is 
inappropriate for arbitration under the 1996 Act (nothing in Section 25 1 or 252 requires 
penalties 
BellSouth's position on Issue l(a)). The only remedies that should be included in an 
interconnection agreement between BellSouth and 1TC"DeltaCom are those mutually 
agreed upon by the parties. BellSouth has voluntarily agreed to the waiver of 
nonrecurring charges when it misses the due date for the conversion (cut-over) of UNE 
loops. Thus, this issue is not appropriate for arbitration. (Exhibit "A" attached to this 
Issues Matrix contains BellSouth's proposed contract language on this issue). 

Yes. If BellSouth's assigned due date is missed as a result of BellSouth's error, 

A contract requirement obligating BellSouth to waive nonrecurring charges when 

liquidated damages to be either agreed upon or arbitrated). (Also See 

Discussioa 

The specific question presented by this issue is whether in cases where BellSouth 

misses a due date (e.g. fails to cut over a customer on the scheduled date for such a cut 

over) shodd BellSouth be allowed to impose nonrecurring charges for such a missed 

appointment and should BellSouth be permitted to impose charges when it finally meets 

the deadline. ITCADeltaCom assem that BellSouth offers similar performance 

guarantees to its customers in its tariffs and also argues that without performance 
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guarantees, BellSouth has both economic and competitive incentives to miss scheduled 

due dates. (Rozycki, Tr. Vol. 1 at 97) Mr. Rozycki testified that 1TC"DeltaCom incurs 

costs for each scheduled event and further that the 1TC"DeltaCom customer often incurs 

cost when the customer has scheduled a vendor or technician to be on site during a 

scheduled event. (Rozycki, Tr. Vol. 1 at 97) Mr. Rozycki contends that BellSouth has 

taken conflicting positions on this issue when it voluntarily offered to the FCC, in its self- 

effectuating enforcement measures document, to waive certain charges, but takes the 

position here that a mandatory waiver of nonrecurring charges, such as here for a missed 

due date, constitutes a penalty. (Rozycki, Tr. Vol. 1 at 98) BellSouth witness Mr. Vamer 

testified that a requirement obligating BellSouth to waive nonrecurring charges when it 

misses a due date would be a penalty or liquidated damages provision. (Vamer, Tr. Vol. 1 

at 408) h4r. Varner also offered that this Commission has no authority to award the relief 

sought by 1TC"DeltaCom and further offered that 1TC"DeltaCom has adequate remedies 

available before the commission, the FCC, and the courts to address any breach of 

contract situation. (Varner, Tr. Vol. 1 at 407) 

Upon consideration of this issue, the positions of the parties, and the evidence 

horn the hearing, the Commission concludes that BellSouth should waive the non- 

recurring charges if BellSouth's assigned due date is missed as a result of BellSouth's 

error. Th-s required waiver is on an interim basis until the Commission concludes a 

generic proceeding on performance measures. The Commission finds that this required 

waiver oi'the nonrecurring charges is not a penalty but is compensation for costs incurred 

when a due date is missed. Further, the Commission finds that this required waiver of 
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nonrecurring charges provision is consistent with similar provisions contained in 

BellSouth’s tariffs approved by this Commission. In the generic proceeding on 

performance measures, the Commission will entertain proposals on “performance 

guarantees,” penalties, and liquidated damages provisions. Therefore, this provision will 

be subjec: to the Commission’s ruling in the generic proceeding on performance 

measures established herein. 

Orderinr! ParaPraDh: 

The Commission directs the parties to include a provision in the interconnection 

agreemer.t that BellSouth should waive the non-recurring charges if BellSouth’s assigned 

due date is missed as a result of BellSouth’s error. This provision will be in effect on an 

interim buis  until the Commission concludes its generic proceeding on performance 

measures, including proposals on “performance guarantees,” penalties, and liquidated 

damages provisions, and issues a ruling. 

Issue 2 and Z(aMiv] 

(a) What is the definition of parity? 
(b) Pursuant to this definition, sbould BellSouth be required to provide the 

following and if so, under what conditions and at what rates: 
( 1 )  Operational Support Systems (“OSS”), 
(2) UNEs, 
(3) Access to Numbering Resources and 
(4) An unbundled loop using Integrated Digital Loop Carrier (“IDLC”) 

tctchnology. 

1TC”DeltaCorn Position: 

quality to that provided to BellSouth or any BellSouth subsidiary. See Section 3.1 and 
3.2 of 1TC”DeltaCom’s Proposed interconnection Agreement. 

(a) Where BellSouth provides service to 1TC”DeltaCom at least equal-in- 
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(b)( 1) Yes. At no charge pursuant to the testimony of witness Wood or, if so, at 
FCC com.pliant TELRIC rates spread equally over all end-user consumers pursuant to the 
testimony of witness Rozycki. 

upholds the FCC's Rules regarding the appropriate prices of UNEs under Section 252(d). 
This issue is discussed by witness Wood at pages 21 and 22. 

(t)(2) Yes. At FCC compliant TELRIC rates, The Iowa Utilities Board case 

(tO(3) Yes. At FCC compliant TELRIC rates. (Id.) 
(tl)(4) Yes. At FCC compliant TELRIC rates. (Id.) 

BellSouth Position: 
(a.) BellSouth offers services to 1TC"DeltaCom at parity. BellSouth has offered to 
. I  

include Iimguage in the interconnection agreement which defines parity as the provision 
of UNEs and resold services in a manner that gives an efficient CLEC a meaningful 
opportunity to compete. This definition is consistent with the 1996 Act and the FCC's 
rules reglirding parity of service (47 C.F.R. g5 1.3 1 1 (UNEs) and 47 C.F.R. 95 1.603 
(Resale). 

( t i ) (  1)  BellSouth provides CLECs with nondiscriminatory access to its OSS 
through clectronic and manual interfaces. (See BellSouth's position on Issue 6(a) and 
6(b) for discussion of rates). 

pursuant to 47 U.S.C. $25l(c)(3) and 47 C.F.R. 551.31 1. (See BellSouth's position on 
Issue 6(b) for discussion of rates). 

(1))(3) BellSouth is hlfilling its duties under 47 U.S.C. 0 25 l(b)(2) and (b)(3) with 
respect to providing number portability and dialing parity. BellSouth should not be 
required to provide access to numbering resources since BellSouth has not been the North 
American Numbering Plan Administrator ("NAN7A") since 8-1 4-98. 

includin!; those loops served by IDLC equipment. BellSouth will provide 
1TC"DeltaCom with loops that meet 1TC"DeltaCom's specific transmission requirements 
at the apwopriate rates. (See BellSouth's position on Issue 6(b) for discussion of rates). 

(t1)(2) BellSouth provides CLECs with nondiscriminatory access to UNEs 

(1))(4) BellSouth provides access to all of its loops on an unbundled basis 

D i s c u s s i a  

Elecause this issue has multiple sub-parts, the Commission will address each item 

in order. 

(a): 1TC"DeltaCom contends that parity is at the heart of the 

Telecorrmunications Act because it is vital to the survival of companies like 

1TC"DeItaCorn. (Rozycki, Tr. Vol. 1 at 71). Mr. Rozycki testified that 1TC"DeltaCom 



DOCKET NO. 1999-259-C - ORDER NO. 1999-690 
OCTOBER 4,1999 
PAGE 17 

wants specific contract language in the parties' Interconnection Agreement to make clear 

the parties' obligations under the law. (Rozycki, Tr. Vol. 1 at 103). Mr. Rozycki 

references the FCC's First Report and Order released on August 8, 1996, at 13 12, 

indicating that 1TC"DeltaCom must receive nondiscriminatory access that is "at least 

equal-in-cjuality to that which the incumbent LEC provides to itself'. (Rozycki, Tr. Vol. 

1 at 104 - -  105). BellSouth acknowledges that it is obligated by the 1996 Act to provide 

ITC"Delt.Com, and any other CLEC, with nondiscriminatory access to UNEs including 

its operations support systems ("OSS"). Mr. Varner testified that BellSouth complies 

with its obligations under the Act and the FCC's Orders and provides services to CLECs 

in a nond .scriminatory manner. (Vamer, Tr. Vol. 1 at 408 - 409). The question 

remaining for the Commission is what definition of parity should be used in the parties' 

interconnection agreement. According to BellSouth witness Varner, ITC"DeltaCom, 

relying on the "at least equal-in-quality" language fiom the FCC's First Report and 

Order, has proposed language which would require BellSouth to provide access that is 

"equal to or Sreater than that which BellSouth provides to its own end-users". (Vamer, 

Tr. Vol. 1 at 410) (emphasis added). BellSouth does not agree to such language and 

states that the language proposed by 1TC"DeltaCom goes beyond the panty requirements 

of the 1996 Act and the FCC's orders. BellSouth's position is that the Commission 

should reject 1TC"DeltaCom's request to have this Commission impose a totally 

unnecessary additional requirement on BellSouth that is different from the expressed 

language of the Act or the FCC's rules. BellSouth has acknowledged that it must provide 

nondiscnminatory access to UNEs, including BellSouth's OSS, in a manner that will 

http://ITC"Delt.Com
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gives an efficient CLEC a meaningfbl opportunity to compete. 

(b)(l) & (2) Access to OSS and UNEs: 1TC"DeltaCom contends that BellSouth 

should be required to provide access to its Operations Support Systems (('OSS**) at parity, 

provide a reasonable competitor with a meaningfbl opportunity to compete. (See 47 

C.F.R. Srction 5 1.3 1 1) (UNEs) and (47 C. F. R. Section 5.1.603) (Resale). 

Upon consideration of this issue, the positions of the parties, and the evidence of 

record, tbe Commission finds that the definition of parity as proposed by BellSouth 

should be used in the interconnection agreement. The definition proposed by BellSouth is 

consistent with the FCC's rules which require the provision of UNEs and Resale services 

in a maruler that gives an efficient CLEC a meaningful opportunity to compete. The 

Commission finds that 1TC"DeltaCom's proposed definition of parity goes beyond the 

requirements of the 1996 Act and, therefore, is not acceptable. 

Ordering ParagraDh: 

The Commission directs the parties to include in the interconnection agreement 

the definition of parity as proposed by BellSouth since this definition comports with the 

FCC's niles which require the provision of UNEs and Resale services in a manner that 

meaning at least equal-in-quality, to that which BellSouth provides to itself, but that 

Be1lSou:h currently is not doing so for a variety of reasons. Mr. Rozycki testified that (1) 

Bel1Sou:h's OSS currently does not work; (2) 1TC"DeltaCom did not request a separate 

system to be constructed for it and thus should not have to pay for it; (3) 1TC"DeltaCom 

should riot be required to pay for any system or interface that it does not use; and (4) that 

the priccs that BellSouth is seeking to charge for its OSS are unacceptable and have no 
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competitive analogy. (Rozycki, Tr. Vol. at 72 - 74). BellSouth witness, h4r. Ronald Pate, 

testified that BellSouth is indeed providing nondiscriminatory access to its operations 

support systems and provided details as to the various nondiscriminatory electronic 

interfaces BellSouth provides to its OSS for CLECs. (Pate, Tr. Vol. 1 at 607). Mr. Pate 

testified that these interfaces allow CLECs to perform the functions of pre-ordering, 

ordering, provisioning, maintenance and repair, and billing for resale services in 

substantially the same time and manner as BellSouth does for itselt and, in the case of 

unbundled network elements, provides a reasonable competitor with a meaningful 

opportunity to compete. BellSouth’s OS$ is in compliance with the 1996 Act and the 

FCC’s rules. (Pate, Tr. Vol. 1 at 607 - 608). Rates for OSS shall continue as established 

by Order No. 98-214 (June 1,1998) in Docket No. 97-374-C; the issue of rates is more 

fully discussed and decided as part of Issue 6(a). 

Upon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds that BellSouth is providing nondiscriminatory access, as 

required by the 1996 Act and the FCC’s rules, to its Operations Support Systems (“OSS”) 

through ;I variety of electronic and manual interfaces which have been designed 

specifically for CLECs such as ITC^DeltaCom. The 1996 Act requires BellSouth to 

provide itccess to OSS; it does not specify the type of access or direct that the access must 

be as requested by a CLEC. The Commission finds that BellSouth’s interfaces allow for 

nondiscriminatory access should a CLEC desire to access BellSouth’s OSS. 

With regard to rates for OSS, the Commission finds that its previously issued 

Cost Orders in Docket No. 97-374-C are controlling. The Commission finds that its 
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previously approved UNE rates should apply to the new interconnection agreement. This 

arbitration proceeding is not the proper forum for challenging UNE rates previously 

establishcd in Docket No. 97-374-C. 

Orderinv ParaEraDh: 

As the Commission finds that BellSouth is providing nondiscriminatory access to 

its Operations Support Systems (“OSS”) through a variety of electronic and manual 

interface; which have been designed specifically for CLECs, the Commission does not 

require the parties to include any additional access to BellSouth’s OSS in the parties’ 

interconnection agreement. The interconnection agreement shall incorporate rates for 

OSS as tstablished by Order No. 98-214 (June 1, 1998) in Docket No. 97-374-C. 

(b)(3): 1TC”DeltaCom contends that it needs access to numbering resources. 

Bel1Sour.h contends that it should not be required to provide any additional access to 

numbering resources to 1TC“DeltaCom because BellSouth is no longer the North 

American Numbering Plan Administrator (“NANPA”). BellSouth witness, Mr. Keith 

Milner, testified that the transition of responsibility fiom BellSouth to the new NANPA, 

Lockhet:d-Martin, took place over a year ago, on August 14, 1998. (Milner, Tr. Vol. 1 at 

657). 

Jpon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds that BellSouth is not required to provide any further access 

to numbering resources as 1TC”DeltaCom requests since BellSouth is no longer the 

North American Numbering Plan Administrator. The Commission finds that BellSouth is 
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only required to fulfill its duties under Section 25 l(b)(2) and (b)(3) under the 1996 Act 

with respect to providing number portability and dialing parity. 

Ordering ParaPraDh: 

BellSouth is not required to provide additional access to numbering resources 

provided by the Nonh American Numbering Plan Administrator (“NANPA’). 

(bj(4): 1TC“DeltaCom contends that BellSouth should provide it with an 

unbundled loop using Integrated Digital Loop Carrier (“IDLC”) technology. 

1TC”DeltCom witness, Mr. Stephen Moses, testified as to a number of reasons that he 

believes ESellSouth should be required to provide IDLC loops rather than long copper 

loops or loops using the Universal Digital Loop Carrier (“UDLC”) technology. (Moses, 

Tr. Vol. 1 at 127 - 130). In general, Mr. Moses contends that BellSouth does not make 

IDLC loc.ps available, but instead provides the UNE loop on different (non-IDLC) 

facilities. (Moses, Tr. Vol. 1 at 138). 

BellSouth’s witness, Mr. Keith Milner, testified that BellSouth provides access to 

all of its loops on an unbundled basis, including those loops that are served by IDLC 

technolo,;y, by any means that are technically feasible. Mr. Milner further testified, 

however, that IDLC equipment allows the “integration” of loop facilities with switch 

facilities by eliminating equipment in the central ofice referred to as Central Office 

Terminals (“COTS”). Mr. Milner further explained that if a CLEC wants to serve an end- 

user cuslomer over the CLEC’s own switch and that end-user customer was previously 

served by BellSouth over IDLC equipment, then the loop can no longer be integrated 

with the BellSouth switch. Mr. Milner also further explained that to the extent that 
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ITC^Delt;tCom contends that IDLC loops are somehow engineered to provide a better 

level of sa:rvice than non-IDLC loops that this is simply an incorect assumption. 

BellSouth designs its network to meet particular transmission parameters for particular 

grades of services. (Milner, Tr. Vol. 1 at 658 - 659). Mr. Milner hrther testified that the 

real issue between the parties is whether 1TC”DeltaCom has requested specific 

transmission parameters for a given unbundled loop and whether BellSouth has agreed to 

provide sich an arrangement. The bona fide request (“BFR’) process is available to 

1TC”DeltaCom to request specific transmission parameters for any UNE loops that it 

may desire to order. Mr. Milner testified that he is unaware of any such BFR having 

been issued by 1TC”DeltaCom; however, should 1TC”DeltaCom do so, Mr. Milner 

testified that BellSouth will investigate the technical feasibility of ITC^DeltaCom’s 

request and, if technically feasible, BellSouth will comply with it. (Milner, Tr. Vol. 1 at 

659 - 66:!). 
tipon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds BellSouth is providing nondiscriminatory access to all of 

its loops on an unbundled basis, including loops served by integrated digital loop carrier 

(“IDLC”) technology by any means that is technically feasible. The Commission finds 

that BellSouth provides access to all of its loops on an unbundled basis, including those 

loops served by IDLC technology. Further, the Commission finds that 1TC”DeltaCom 

may and should utilize the bona fide request (“BFR’) process to request specific 

transmission parameters for any UNE loops that it wants to order. The record establishes 
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after receipt of a BFR that BellSouth will investigate the technical feasibility of the 

request mi, if technically feasible, will comply with the request. 

With regard to rates for unbundled loops, the Commission finds that its previously 

issued Cost Orders in Docket No. 97-374-C are controlling. The Commission finds that 

its previously approved UNE rates should apply to the new interconnection agreement. 

This arbitration proceeding is not the proper forum for challenging UNE rates previously 

established in Docket No. 97-374-C. 

Orderine ParaPraDh: 

A:; the Commission finds that BellSouth is providing nondiscriminatory access to 

its unbundled loops, including loops served by IDLC technology, the Commission does 

not require the parties to include any additional access to unbundled loops. The 

interconnection agreement shall incorporate rates for unbundled loops as established by 

Order No. 98-214 (June 1, 1998) in Docket No. 97-374-C. 

Issue 2(aMi) IOuestioo 21 
Should BellSouth be required to provide a download of the Regional Street Address 
Guide (RSAG)? If so, how? 

1TC”DeltaCom Position: 
[Question 21: Yes. This is required by Section 251(c)(3) of the Act and supported by the 
First Report and Order, $525. This issue is close to resolution and will be incorporated 
into the interconnection agreement. However, BellSouth must provide the rates, terms 
and conditions for the RSAG download. BellSouth should recover costs associated with 
this requirement only one time. The cost issue may remain outstanding. 

BellSouth Position: 
[Question 21: BellSouth currently makes the Regional Street Address Guide (“RSAG”) 
available on- a real time basis electronically through the Local Exchange Navigation 
System (“LENS”) and the TAG pre-ordering interfaces. This access includes updates to 
RSAG. Thus, BellSouth is providing nondiscriminatory access to its OSS in a manner 
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that allows ITC"De1taCom and other CLECs to access the MAG, even though 
1TC"DeltaCom may prefer a different method of access. Appropriate cost based rates 
should apply for the initial and subsequent downloads of this data. 

DiscussioE 

ITPDeltaCom has requested that BellSouth provide it with an electronic 

download of the Regional Street Address Guide ("RSAG") database, which contains 

address arid facility availability information. 1TC"DeltaCom witness, Mr. Michael 

Thomas, contends that 1TC"DeltaCom needs this information to incorporate it into 

1TC"Delt.Zom's "back office systems" to check the validity of the customer's address, 

just as BellSouth's systems use the RSAG database to check BellSouth's orders. 

(Thomas, Tr. Vol. 1 at 189 - 190). Mr. Don Wood, on behalf of ITC"DeltaCom, testified 

that 1TC"DeltaCom should receive the RSAG download on a daily basis at no charge. 

(Wood, ?r.  Vol. 1 at 338). BellSouth witness, Mr. Ronald Pate, testified that BellSouth's 

electronic: interfaces provide CLECs with access to BellSouth's OSS for the required 

functions and informational databases, including the RSAG database, in substantially the 

same time and manner that BellSouth provides to its retail service representatives (Pate, 

Tr. Vo!. 1 at 617). BellSouth is therefore in compliance with the 1996 Act and the FCC's 

rules. Mr. Pate further testified that, although it is not required to provide a download of 

the S A G ,  BellSouth has made a proposal to 1TC"DeltaCom to provide such a download 

at rates and conditions to be negotiated. Regardless, Mr. Pate testified that BellSouth 

currently provides to all CLECs, including ITC"DeltaCom, nondiscriminatory access to 

the RSAG database on a real time basis through the Local Exchange Navigation System 

("LENS") and the Telecommunications Access Gateway ('TAG') pre-ordering 
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interfaces. Because the RSAG database is updated nightly, CLECs have real-time access 

by means of these electronic interfaces to an up-to-date database. Mr. Pate testified that 

if 1TC”DeltaCom were to integrate the pre-ordering hnctionality of the TAG interface 

with the Electronic Data Interexchange (“EDI”) ordering interface, it would eliminate the 

need to re-key or re-enter certain information obtained during pre-ordering from the 

customer service record (“CSR”) andor the S A G  database into the ED1 or TAG 

ordering interface. (Pate, Tr. Vol. 1 at 620). At the Hearing, Mr. Thomas, on behalf of 

ITC“DeltaCom, testified that 1TC“DeltaCom plans to implement TAG in the near kture. 

(Tr. Vol. : at 230 and Tr. Vol. 2 at 69 - 70). 

Upon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds that BellSouth currently makes available nondiscriminatory 

access to !he Regional Street Address Guide (“RSAG’) database on a real-time basis, 

electronically through the Local Exchange Navigation System (“LENS”) and the 

Telecomr~unications Access Gateway (“TAG“) pre-ordering interfaces. The 

Cornmission finds that this access is reasonable and nondiscriminatory under the 1996 

Act. 

Orderinrr ParagraDh: 

As the Commission finds that BellSouth currently makes available 

nondiscriminatory access to the Regional Street Address Guide (‘WAG’) database on a 

real-time basis, the Commission will not require any additional or alternative method to 

obtain th-. RSAG in the interconnection agreement. If ITPDeltaCom desires to utilize an 
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alternative method to obtain a download of the RSAG database, it must negotiate on its 

own (outsice of this arbitration) with BellSouth toward that end. 

Issue 2(a)fiQ 
Should BellSouth be required to provide changes to its business rules and guidelines 
regarding resale and UNEs at least 45 days in advance of such changes being 
implemented? If so, how? 

1TC"DeltaCom Position: 

changes to BellSouth's rules and guidelines. See Section 251(c)(3) of the Act. Because 
such guidelines are developed by BellSouth, by definition BellSouth will have adequate 
notice. 45 days is adequate notice. BellSouth should e-mail changes to 1TC"DeltaCom. In 
an emergency, less notice would be acceptable. 

Yea. 1TC"DeltaCom must be given the opportunity to make adjustments for 

BellSouth Position: 

Web Page which provides fair and reasonable notice to all CLECs, including 
1TC"DeltaCom. BellSouth uses its best efforts to provide thirty (30) days advance notice 
of any such changes, which strikes a reasonable balance between BellSouth's need for 
flexibility to modify its processes and the CLECs' need to have advance notice of such 
modifications. Individual notices to 1TC"DeltaCom or other CLECs (whether by e-mail, 
facsimile transmission or U.S. Mail) would be an additional administrative expense and 
would ha\ e the potential for discriminatory treatment to occur in the event some, but not 
all. CLECs received such individual notice or if receipt of the notice varied in time. 

BellSouth posts changes to its business rules on the BellSouth Interconnection 

Discussion: 

1TC"DeltaCom witness, Mr. Michael Thomas, testified that 1TC"DeltaCom needs 

at least 45 days advanced notice, by e-mail or other electronic means, of changes to 

BellSouth's business rules for CLECs that will affect its systems and business rules. Mr. 

Thomas testified that this advanced time is necessary in order to receive training or to 

make the necessary changes to 1TC"DeltaCom's systems. Mr. Thomas acknowledged 

that BellSouth provides carrier notifications on its website on a weekly basis. (Thornas, 

Tr. Vol. i at 192 - 193). 
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BellSouth witness, Mr. Alphonso Varner, testified that BellSouth agrees that it 

should provide advanced notice of changes to its business rules and ordering guidelines, 

but there should not be a requirement that such notice be given in a specified number of 

days in advance. Today, BellSouth posts changes to its business rules and ordering 

guidelines regarding resale and UNEs on an easily accessible Internet website. As a 

general rule, BellSouth makes a good faith effort to post all OSS-related notifications at 

lease thirty (30) days prior to the implementation of the change or rule. Mr. Varner 

noted, however, that there may be circumstances in which the thirty-day timekame is 

simply nc4 possible. Mr. Vamer testified that the current process is both appropriate and 

, 

practical because i t  strikes a proper balance between BellSouth's flexibility to modify its 

processes and the CLECs need to have advanced notice of such modifications. (Vamer, 

Tr. Vol. '_ at 41 1 - 412). Providing individual notices to 1TC"DeltaCom or to other 

CLECs would be an additional administrative expense. Additionally, this method of 

notice could potentially cause discriminatory treatment if some, but not all, CLECs 

receive such individual notices or if receipt of such notices varied in time between 

CLECs. 

IJpon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds BellSouth's good faith effort to provide 30 days notice is a 

good starting point for the notice requirement. The 45 day advance notice requested by 

1TC"DeltaCom strikes the Commission as too lengthy a time &me.  The Commission 

concludes that 30 days notice strikes a reasonable balance between BellSouth's need for 

flexibility to modify its processes and systems and the CLECs need to have advanced 
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notice of such modifications. With regard to the manner of notification, the Commission 

agrees with BellSouth's concern that requiring individual notices would invite complaints 

of discriminatory treatment. Additionally, the Commission does not believe that the 

benefit of individual notices would be justified in terms of administrative expenses. 

Therefore, the Commission finds that BellSouth's method of notification of changes to 

business niles or ordering guidelines is reasonable and appropriate and should be 

continued without modification. 

Ordering ParaPraDh: 

The Commission finds that BellSouth should provide at least thirty (30) days 

advance notice of any changes to its business rules or ordering guidelines and directs the 

parties to include language in the interconnection agreement to this effect. 

Issue 2(b t(ii) 
Un til the Commission makes a decision regarding UNEs and UNE combinations, 
should BellSouth be required to continue providing those UNEs and combinations 
that i t  is currently providing to 1TC"DeltaCom under the interconnection 
agreemeii t previously approved? 

1TC"DeltaCom Position: 

compliant with the Act. It remains compliant and should continue until the SCPSC 
orders otherwise with regard to pricing UNE combinations. ITPDeltaCom's access 
should continue as previously approved. All interconnection agreements should be filed 
with the SCPSC under Section 252 of the Act. Section 252(c)(1) requires approval of 
"any" interconnection agreement. 

Yes. The current agreement was approved under Section 252 by the authority as 

BellSouth Position: 

applicabie FCC rules. BellSouth also will continue to provide any individual UNE 
currently offered until the FCC completes its Rule 5 1.3 19 proceedings consistent with the 
U.S. SuFreme Court's decision in the Iowa Urifities Board case. The 1996 Act does not 
require ElellSouth to combine elements for CLECs, and the FCC's rules (47 C.F.R. 

BellSouth will continue to comply with its obiigations under the 1996 Act and 
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§gS1.315((:) - (0) which purported to impose such an obligation on incumbent LECs 
such as BellSouth were vacated. Thus, this issue is not appropriate for arbitration. 
BellSouth is, however, willing to negotiate a voluntary commercial agreement with 
1TC"DeltaCom to perform certain services or fbnctions that are not subject to the 
requirements of the 1996 Act. 

Discussiorc 

1TC"DeltaCom's position is that the Commission has the authority it needs to 

require the parties to maintain the status quo under its existing interconnection agreement 

with BellSouth until the FCC issues its final decision on U N E s  and any UNE 

combinatims. (Moses, Tr. Vol. 1 at 124 - 125). Mr. Wood, on behalf of ITC"DeltaCom, 

testified that BellSouth must provide combinations of UNEs to CLECs, including 

1TC"Delt;iCorn. (Wood, Tr. Vol. 1 at 365 - 369). BellSouth's position is that it will 

continue to comply with its obligations under the 1996 Act and applicable FCC rules. 

Mr. Varner testified that BellSouth made a voluntary commitment to the FCC that 

until Rule 5 1.3 19 is resolved, BellSouth will continue to provide any individual UNE 

currently offered with the condition that the network elements offered may change once 

the FCC completes its proceeding and resolves Rule 51.319. (Vamer, Tr. Vol. I at 414) 

To the extent that 1TC"DeltaCom wants BellSouth to provide UNE combinations at the 

sum of the individual elements, BellSouth is not required to combine network elements 

on behalf'of 1TC"DeltaCom or other CLECs. The FCC's rules (51.315(c) through 

5 1.3 15(f)) that attempted to impose a requirement on incumbent LECs to combine UNEs 

for CLECs were vacated by the United States Court of Appeals for the Eighth Circuit in 

the Iowa Urilities Board case and because no party challenged that ruling before the U.S. 

Supreme Court, those rules are not in effect today. Thus, because those rules are not in 
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effect, BellSouth is not required to combine network elements on behalf of another 

carrier. (Vamer, Tr. Vol. 1 at 415). 

Finrlly, the Commission is aware that after the Hearing had been completed in 

this proceetiing, the FCC, on September 15, 1999, issued a press release in the Rule 319 

proceeding Although there is no written order yet, it is clear that there will be hrther 

work on this rule by the FCC. 

Upon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds that BellSouth should continue to provide the individual 

UNEs it is currently offering until further issuance of orders or rulings from the FCC 

regarding IJNEs. This position is supported by BellSouth's voluntary commitment to the 

FCC that i :  will continue to offer as a UNE any individual network element currently 

offered. Further with regard to combinations, the Commission finds that BellSouth 

should continue to provide to 1TC"DeltaCom those combinations of UNEs currently 

being provided today at the rates provided in Order No. 98-214 (June 1, 1998) in Docket 

No. 97-374-C. However, no hrther combinations shall be required until further rulings 

and orders are issued from the FCC or the courts. The ruling on this issue does not apply 

to "extended loops" and "Ioop/port" combinations which are decided in a separate issue. 

Orderine ParagraDh: 

The parties shall include language in the interconnection agreement that 

BellSouth will provide the individual UNEs it is cunently offering until further issuance 

of orders or rulings from the FCC regarding UNEs. Further with regard to combinations, 

language shall be included in the interconnection agreement that BellSouth will continue 
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to provide to 1TC"DeltaCom those combinations of UNEs currently being provided today 

at the rates provided in Order No. 98-2 14 (June 1, 1998) in Docket No. 97-374-C but that 

no further combinations shall be required until further rulings and orders are issued from 

the FCC or the courts. The ruling on this issue does not apply to "extended loops" and 

b'loop/port" combinations which are decided in a separate issue. 

Issue 2lb'diii) 
(a) Should BellSouth be required to provide to 1TC"DeltaCom extended loops and 

(b) If so, at what rates? 
the loop/port combination? 

ITC^DeitaCom Position: 

provided 3y BellSouth. The Act as interpreted in Iowa Utilities Bourd requires BellSouth 
to provide a loop/port combination. Until the FCC indicates otherwise, all UNE 
combinations are available. 

Order, CC No. Docket 96-98. 

(a I Yes. 1TC"DeltaCom currently serves customers through extended loops 

(b) Rates should be FCC compliant at TELRIC rates. See First Report and 

BellSouth Position: 

unbundled network elements that BellSouth must provide. Second, even if loops, ports, 
and transport are defined as UNEs, BellSouth is only obligated to provide combinations 
of those elements where they are currently combined in BellSouth's network. BellSouth 
is not obligated under the 1996 Act or the FCC's rules to combine network elements on 
behalf of CLECs such as 1TC"DeltaCom. Thus, there is no requirement to provide an 
"extended loop" (e.g., UNE loop and UNE dedicated transport) or a bbloop/port" (e.g., 
UNE 1000 and UNE switch port) combination. Further, there is no requirement for 
BellSouth to combine U N E s  with tariffed services such as a loop combined with access 
transport (See also BellSouth's Position on Issue 2(b)(ii)). 

(a) No. First, neither loops, ports, nor transport have been defined by the FCC as 

(ti) Because BellSouth is not required to combine network elements for CLECs 
under the 1996 Act, the issue of applicable rates for such network combinations is not 
properly the subject of arbitration. To the extent the Commission concludes otherwise or 
determines to establish rates for network elements that are currently combined in 
BellSouth's network, the Commission should do so in the context of a generic proceeding 
rather than an arbitration involving one CLEC. Thus, this issue is not appropriate for 
arbitration. (See also BellSouth's position on Issue 2(b)(ii)). 
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Discussion: 

1TC"DeltaCom takes the position that its current interconnection agreement 

requires ElellSouth to provide what 1TC"DeltaCom calls a version of an "extended loop." 

Mr. Moses, on behalf of ITC"DeltaCom, testified that the current interconnection 

agreement at fl IV B 14 requires the parties to attempt in good faith to mutually devise and 

implemerit a means to extend the unbundled loop sufficient to enable 1TC"DeltaCom to 

use a collxation arrangement at one BellSouth location per LATA . . .." (Moses, Tr. Vol. 

1 at 13 1 and Moses Tr. Vol. 1 at 159 - 160). Mr. Moses contends that this revision 

requires ElellSouth to provide extended loops. Mr. Moses also testified that BellSouth has 

provided 1TC"DeltaCom with more than 2,500 extended loops of which more than 1.000 

are in South Carolina. (Moses, Tr. Vol. 1 at 160). Mr. Wood, on behalf of 

ITC"DeltaCom, testified that BellSouth is required to provide extended loops as well as a 

loop/port combination. Mr. Wood contends that, until the FCC indicates otherwise, all 

UNE'conibinations must be made available. (Wood, Tr. Vol. 1 at 366 - 369). Mr. Wood 

also conttmded that these UNE combinations were "often the only way to provide service 

to rural customers." (Wood, Tr. Vol. 2 at 106). 

BdlSouth's position is that although 1TC"DeltaCom has requested an "extended 

loop,'' which is commonly known as a local loop combined with dedicated transport, 

there is na3 question that an extended loop constitutes a combination of a UNE local loop 

and a UNE dedicated transport. BellSouth is not required to combine individual UNEs 

such as the loop and dedicated transport under either the 1996 Act or any FCC rules in 

force tod:iy. Further, until the FCC issues its final, non-appealable, decision regarding 
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Rule 5 1.3 19 as to the list of UNEs that ILECs must make available to CLECs, this 

Commission should not attempt to impose such a requirement in the parties' 

interconnection agreement. Mr. Varner further testified that, with respect to 

1TC"DeltitCom's arguments about BellSouth having provided to 1TC"DeltaCom a so- 

called extended loop consisting of a UNE loop combined with BellSouth's tariffed 

special access service, BellSouth did so by mistake and, more importantly, BellSouth has 

taken steps to correct it. Mr. Vamer testified that the prior ITC"DeltaCom/BellSouth 

interconncction agreement, contrary to Mr. Moses' testimony, does not require the 

provision of such combinations. In fact, in order to bring these service arrangements into 

compliance, 1TC"DeltaCom and BellSouth reached a mutual understanding whereby 

1TC"Delt;iCom submitted over 50 additional collocation applications in May, 1999. As 

soon as these collocation arrangements are completed, BellSouth's provisioning of these 

service arangements will be curtailed and these unique combinations will be converted. 

(Varner, l'r. Vol. 1 at 418 - 421). 

According to Mr. Varner, there is no requirement in the 1996 Act or the FCC's 

rules for IlellSouth to combine network elements on behalf of CLECs such as 

ITC"Delt.Com, nor is there any requirement for BellSouth to combine UNEs with 

tariffed services such as a loop combined with special access transport. BellSouth's 

position i:; that it is not required to provide loop/port combinations to 1TC"DeltaCom and 

that such a requirement will be poor public policy, because the combination of the local 

loop and ihe switch port would replicate local exchange service and create an opportunity 

for price arbitrage. (Varner, Tr. Vol. 1 at 4 18). The FCC's rules 5 1.3 15(c) through 

http://ITC"Delt.Com


D O C U T  NO. 1999-259-C - ORDER NO. 1999-690 
OCTOBER 4,1999 

-- 

PAGE 31 

5 1.3 15( f), which required ILECs to combine UNEs for CLECs, remain vacated today. 

Although FCC rule 5 I .3 15(b) which prohibits ILECs from separating currently combined 

UNEs is still in effect, until the FCC finalizes its rule 5 1.3 19 proceeding, there is no 

required set of UNEs that must be available, either individually, or on a currently 

combined basis. Nonetheless, Mr. Varner testified that BellSouth has agreed, and indeed 

committzd to the FCC, to continue offering every individual UNE currently offered until 

Rule 5 1.3 19 is resolved. (Vamer, Tr. Vol. 1 at 418 - 420). Mr. Varner also testified that 

BellSoui h had agreed to provision the existing “extended loop” arrangements until 

ITC”Del: taCorn made collocation arrangements to replace the existing “extended loops.” 

(Varner, Tr. 2 at 97) 

With respect to 1TC”DeltaCom”s contention that it needs UNE combinations to 

provide service to rural areas, first, there is no evidence that 1TC“DeltaCom is making 

any serious attempt to serve rural customers today. Second, as Mr. Varner testified, 

“[rlesale is the way [that Congress set up as an alternative means to serve customers] for 

... [ITC”DeltaCom] to go to the rural areas when they have a relatively few customers to 

use as a temporary measure until they build a market and decide to put in a switch or 

whatever other infrastructure they [want] to put in. ... Their inability to have [ W E ]  

combinations doesn’t preclude them from serving these small volume [Le. rural] 

situations.” (Vamer, Tr. Vol. 2 at 239-240). Finally, the Commission is aware of the 

FCC’s announcement, on September 15, 1999, regarding its decisions in the Rule 319 

proceedng. Specifically, in its press release, the FCC indicated that it will initiate further 

proceedcngs on the question of the ability of carriers to use unbundled network elements 
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as a subsitute for the incumbent LEC's special access services. The FCC also issued a 

Further Notice of Proposed Rulemaking on this issue, and, therefore, this issue is still 

open. 

Based upon this issue, the positions of the parties, and the evidence of record, the 

Commiszion finds that the FCC Rules presently in effect do not require BellSouth to 

provide combinations of unbundled network elements to 1TC"DeltaCom in the form of 

the so called "extended loop'' consisting of a UNE loop combined with UNE dedicated 

transport The "extended loop" which 1TC"DeltaCom has in place consists of a UNE 

loop combined with BellSouth's tariffed special access transport service and was 

provided to 1TC"DeltaCom in error under the prior interconnection agreement. However, 

as BellScuth admitted providing 1TC"DeltaCom with numerous "extended loops" in 

error and as 1TC"DeltaCom is presently serving customers over those "extended loops,'' 

the Commission finds that BellSouth should continue to provide the existing "extended 

loops" to 1TC"DeltaCom at existing rates until 1TC"DeltaCom can arrange to convert 

these "extended loops" to collocation arrangements. The Commission's decision is 

supported by BellSouth's agreement to continue to provision these existing "extended 

loop" arrmgements until such time as 1TC"DeltaCom obtains collocation arrangements. 

Further, the Commission concludes that no additional "extended loops," consisting of the 

UNE 100~3 and UNE dedicated transport, should be required to be provided until hrther 

rulings o .:the FCC or the courts require such provision. Additionally, BellSouth is not 

required '.o provide 1TC"DeltaCom with the loop/port combination of U N E s .  Neither the 

1996 Act nor the FCC's rules as presently in effect require incumbent LECs to combine 
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network dements on behalf of CLECs such as 1TC"DeltaCom. To the extent that the 

FCC rescdves any of these issues in its Rule 319 proceeding, the Commission will revisit 

these issues upon the request by a party. 

Orderino ParaeraDh: 

BellSouth shall continue to provide 1TC"DeltaCom with the existing "extended 

loops" at existing rates. However, BellSouth is not required to provide additional 

"extended loops" under the new interconnection agreement. Nor is BellSouth required to 

provide 1TC"DeltaCom with the "loop/port" combination of UNEs under the new 

interconr.ection agreement. 

Issue 2(cMi) 
Should HellSouth be required to provide NXX testing functionality to 
ITC^DeltaCom? If so, how and at what rate? 

1TC"DeltaCom Position: 
Yes. BellSouth has this ability to provide service to its own customers. Parity 

requires it to provide the service to 1TC"DeltaCom. See Section 251(c)(3) of the Act. It 
should bc provided at FCC compliant TELRIC Rates. Use of an FX is cost prohibitive 
and does not represent a methodology of parity with BellSouth. See testimony of witness 
Moses at 26. 

BellSouth Position: 

Nonetheless, BellSouth has offered to provide an NXX testing option to 1TC"DeltaCom 
that is equivalent to the means by which BellSouth carries out NXX testing for itself 
(which involves the use of a foreign exchange ("FX" line). 1TC"DeltaCom is unwilling 
to pay for the FX line to accomplish its testing. 

BellSouth is not required to provide NXX testing functionality to 1TC"DeltaCom. 

Discussion: 

I'TC^DeltaCom's witness Moses described problems encountered by 

1TC"DeltaCom with BellSouth incorrectly loading NXX codes. (Moses, Tr. Vol. 2 at 12 

-1 3) ITC "Deltacorn has requested a method which allows BellSouth to provide NXX 
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testing capabilities to CLECs at a reasonable cost based price. 1TC"DeltaCom's proposal 

is to order remote call forwarding at cost based rates, rather than tariffed rates. 

1TC"DeltaCom has tested this method by purchasing from the GSST (General 

Subscriber Service Tariff) at full retail price remote call forwarding for the sole purpose 

of testing YXX codes loaded by BellSouth. (Moses, Tr. Vol. 2 at 113 -1 15) 

1TC"DeltaCom recommends that BellSouth provide remote call forwarding functionality 

at the rate that BellSouth provided remote call forwarding for interim number portability 

which is $2.73 per month per call forward number. Additionally, 1TC"DeltaCom requests 

that it be able to purchase the s o h a r e  function for Remote Call Forward with Remote 

Access wiLhout having to buy a business line as specified in the GSST. (Moses, Tr. Vol. 

2 at 114 -1 15) 

BellSouth's position is that it has met its obligations under the 1996 Act and the 

FCC's ~ 1 1 : s  by offering the foreign exchange line option to 1TC"DeltaCom. This is the 

same means by which BellSouth accomplishes NXX testing for its own purposes. Mr. 

Keith Milner, on behalf of BellSouth, testified that at least as early as May 1998, 

BellSouth advised 1TC"DeltaCom that it could accomplish the desired Nxx testing by 

installing a foreign exchange line to the BellSouth offices in which 1TC"DeltaCom 

desired to conduct test calls. Mr. Milner testified that this suggestion was based on the 

fact that BellSouth itself utilizes FX lines to test its own switch provisioning. Mr. Milner 

testified tk%at in May, 1998, BellSouth had implemented an NXX activation Single Point 

of Contacr ("SPOC"). Among other functions, the NXX SPOC coordinates the activation 

of CLEC NXX codes within BellSouth and provides a trouble-reporting center for CLEC 
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code activation. (Milner, Tr. Vol. 1 at 666 - 668). Mr. Milner testified that, since it began 

its operation, the NXX SPOC has tracked the provisioning and testing of approximately 

1,700 NXXs for facility-based CLECs and Independent Telephone Companies and has 

been invcllved in the resolution of 121 customer related routing troubles. (Milner, Tr. Vol. 

1 at 668) 

Upon consideration of the issue, the positions of the parties, and the record fkom 

the hearing, the Commission concludes that 1TC"DeltaCom should be provided with 

NXX tesiing capabilities that are both economically and technically viable. BellSouth has 

testified that FX lines are the method by which BellSouth tests its own switch 

provisioning and has suggested this method to 1TC"DeltaCom. 1TC"DeltaCom has 

suggested that the FX line is not the most efficient available mechanism to test NXXs and 

certainly not the most economical either. 1TC"DeltaCom has investigated using remote 

call fonv.uding by purchasing remote call forwarding fiom the GSST at full retail rates. 

The Commission concludes that BellSouth should provide 1TC"DeltaCom with a free FX 

line for NXX functional testing until such time as BellSouth can provide 1TC"DeltaCom 

with rema3te call forwarding at TELRIC rates by which 1TC"DeltaCom can accomplish 

its NXX testing. 

Orderin!* ParaEraDh: 

The Commission directs BellSouth to provide 1TC"DeltaCom with a free FX line 

for NXX functional testing until such time as remote call forwarding is available at 

TELRIC rates. 
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Issue 2(cMiQ 
What should be the installation interval for the following loop cutovers: 

(a) Single 
(tt) Multiple 

ITC"De1taCorn Position: 
(2.) Per the existing interconnection agreement, the standard time expected 

From disconnection of a live exchange service to the connection of the UNE to 
1TC"DelraCom collocation arrangement is 15 minutes. 

from disconnection of a live exchange service to the connection of the UNE to the 
1TC"Del:aCom collocation arrangement is I5 minutes. 

(h) Per the existing interconnection agreement, the standard time expected 

BellSouth Position: 

( 15) minutes for a single circuit conversion. 

has proposed to use fifteen (1 5 )  minutes as the maximum interval time for one loop with 
multiple loop cutovers being accomplished in increments of time per loop or circuit 
conversion of less than fifleen (15) minutes. The loop cutover process is a multiple step 
process t nat requires a great deal of mutual cooperation and coordination between 
BellSoutn and the CLEC. Thus, it is appropriate for different installation intervals to be 
estnblishcd based upon the number of loops to be cutover to the CLEC. 

(ii) 

(ti) 

BellSouth has proposed a loop cutover installation interval time of fifteen 

With respect to multiple loop cutovers or circuit conversions, BellSouth 

Discussion: 

1X"DeltaCom contends that BellSouth is obligated to provide all loop 

conversions in an interval time of fifteen minutes. (Moses, Tr. Vol. 2 at 118). 

1TC"DeltaCom contends that the multiloop cutover should be done one loop at a time, 

with each loop taking less than 15 minutes. (Moses, Tr. Vol. 2 at 119). BellSouth 

witness Milner testified that the loop cutover process is a multi-step process that requires 

a great deal of mutual cooperation and coordination between BellSouth and the CLEC. 

Mr. Miher's testimony set forth the thirteen steps involved in a single loop cutover. 

Acc0rdir.g to BellSouth, fifteen minutes is the target time interval for a single loop 

cutover with multiple loop cutovers done in increments of 15 minutes. In other words, 
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BellSouth will commit to intervals of sixty minutes for up to ten loops in a group and for 

120 minutes for orders up to thirty loops. (Miher, Tr. Vol. 2 at 120). BellSouth also 

testified i.hat it  takes measures such as doing cutovers after hours to minimize customer 

disruption (Milner, Tr. Vol. 2 at 120). 

BellSouth also pointed out that it is not in total control of the loop cutover process 

and, thus, not in total control of the time intervals. If a CLEC fails to perform a hnction 

in a timely fashion, the delay directly impacts the overall cutover time. (Milner, Tr. Vol. 

2 at 121). Therefore, any measurement of average loop cutover times will reflect the 

efficiency and skill level of both BellSouth and the CLEC. Thus, while BellSouth 

endeavors to complete loop cutovers in as timely and efficient a manner as possible, 

BellSout n contends that i t  cannot be entirely responsible for meeting the stated interval 

given thc heavy involvement of the CLEC in the process. 

L pon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds that the loop cutover installation time for a single loop 

conversion should be 15 minutes. Both parties testified that 15 minutes was an 

approprkite time interval for a single loop conversion. With respect to multiple loop 

cutovers. the Commission finds BellSouth's proposed interval times of sixty minutes for 

up to ten loops in a group and of 120 minutes for orders up to thirty loops in a group 

reasonable and appropriate. These intervals for multiple cutovers recognize that 

efficiencies are gained through the provisioning of multiple loops. It is unreasonable to 

expect BellSouth to provision multiple loop cutovers in the same time interval as for a 

single loop cutover (i.e. 15 minutes). Moreover, the Commission recognizes the greater 
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interval fix multiple loop cutovers takes into consideration the fact that delays in the 

cutover process may arise from sources outside BellSouth's control. Further, the 

Commission encourages BellSouth to minimize customer outage time during loop 

cutovers. 

Orderintp ParaeraDh: 

Tne parties shall include provisions in the interconnection agreement that require 

the loop cutover installation time for a single loop conversion to be completed within 15 

minutes. Further for multiple cutovers, the interconnection agreement shall require 

interval times of sixty minutes for up to ten loops in a group and of 120 minutes for 

orders UF to thirty loops in a group. 

Issue Z(cMiii1 
Should SLl orders without order coordination be specified by BellSouth with either 
an a.m. or p.m. designation? [NOTE: ITC^DeltaCom believes that this issue should 
be worded as follows: BellSouth has offered order coordination; should SL1 orders 
without order coordination be specified by BellSouth with an a.m. or p.m. 
designation?] 

1TC"DeltaCom Position: 

1TC"DeltaCom. 1TC"DeltaCom must be at parity with BellSouth-not BellSouth's retail 
customem See Section 251(c)(3) for fee panty requirements of the Act. Also See Firsf 
Report and Order, a Docket 96-98 at 1 525. 

Yes. BellSouth has this ability for its own customers. Parity requires it do so for 

BellSouth Position: 

orders. 13ellSouth will agree to accept a customer's request for an A.M. or P.M. 
designation when access to the customer's premises is required. In those instances where 
access tc. the customer's premises is not required, or if access is required but the customer 
is indifferent as to the time of day, BellSouth should not be required to designate A.M. or 
P.M. installation. This process is comparable to the scheduling BellSouth offers to its 
retail customers, thus placing 1TC"DeltaCom at parity with BellSouth. (Exhibit "A" 

EiellSouth is willing to continue offering order coordination service with SL1 
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attached to this Issues Matrix contains BellSouth's proposed contract language on this 
issue.) 

Discussios 

1TC"DeltaCom wants every SL1 order without order coordination to have an 

A.M. or P.M. designation. (Moses, Tr. Vol. 2 at 124). 1TC"DeltaCom contends the 

designation is necessary so that 1TC"DeltaCom can schedule its technician. (Moses, Tr. 

Val. 2 at i25). BellSouth testified that it understands 1TC"DeltaCom's desire to make 

switching to 1TC"DeltaCom service easy for its customers and, thus, is willing to accept 

a customer's request for an A.M. or P.M. designation in those cases in which access to 

the customer's premises is required and the customer expresses a preference as to A.M. 

or P.M. appointment. (Varner, Tr. Vol. 2 at 123). In instances in which access to the 

customer's premises is not required, or access is required but the customer is indifferent 

as to A.M. or P.M., BellSouth argues it should not be obligated to make an A.M. or P.M. 

designation. (Varner, Tr. Vol. 2 at 123). In these instances, according to BellSouth, no 

end user customer need is met by the A.M. or P.M. designation. The designation will, 

however, require BellSouth to tie up resources and incur additional costs to meet 

scheduling requirements for customers who are indifferent as to when their service is 

actually tlirned on. BellSouth witness Varner testified that the treatment BellSouth is 

proposinl; for 1TC"DeltaCom's customers is comparable to the scheduling BellSouth 

offers its retail customers and thus, BellSouth's proposal satisfies the panty and 

nondiscrimination requirements of the Act. (Varner, Tr. Vol. 2 at 123). 

Upon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds that BellSouth should only be required to utilize an A.M. or 
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P.M. desi,gation in situations in which access to the customer's premises is required and 

the customer expresses a preference as to A.M. or P.M. BellSouth will then be providing 

ITC"Delt.Com A.M. or P.M. designation under the same circumstances as it does for 

providing service to its own end-user customers. 

Orderine Paragraph: 

BdSouth is only required to designate A.M. or P.M. designation in situations in 

which access to the customer's premises is required and the customer expresses a 

preferenc,: as to A.M. or P.M. 

Issue Z(c'div) 
Should the party responsible for delaying a cutover also be responsible for the other 
party's reasonable labor costs? If so, at what cost? 

1TC"DeltaCorn Position: 
Yes. The rate depends upon the labor required or caused. It should be 

determined on an individual case basis. This policy was previously approved by the 
SCPSC iri  the existing interconnection agreement. It was compliant with the Act then, 
and it remains so. 

BellSouth Position: 
1I'C"DeltaCom's proposal is nothing more than a penalty, liquidated damages or 

financial ,'guarantee" provision which is not appropriate for arbitration. (See BellSouth's 
position cln Issue l(b)). In the event 1TC"DeltaCom experiences problems as a result of 
loop cutover delays, 1TC"DeltaCom has adequate remedies under the law. Moreover, to 
track costs and assess blame for each instance of delay would be unduly burdensome and 
expensivc:, particularly when it is unclear which party is at fault. 

Discussic,ma: 

1'I'C"DeltaCom contends that if one party is responsible for delaying loop cutover, 

the respoxible party must pay the other's labor costs. 1TC"DeltaCom contends that the 

payment Df  labor costs will work as an incentive to BellSouth. (Moses, Tr. Vol. 2 at 127). 

http://ITC"Delt.Com
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ITC"DeltaCom also offers that a similar provision is in the interconnection agreement 

under whah the parties have operated for the past two years, and 1TC"DeltaCom 

recommends that the Commission order the continuation of the provision in the 

interconnxtion agreement which is the subject of the instant arbitration proceeding. 

(Hyde, adopted by Moses, Tr. Vol. 1 at 174 -175) BellSouth contends that because 

1TC"Delt acorn's proposal constitutes either a penalty, liquidated damages clause, or a 

financial "guarantee", the issue should not be arbitrated. According to BellSouth, neither 

Section 2 5 1 nor 252 of the Act obligate BellSouth to pay penalties for alleged breaches of 

the agreement. (Vamer, Tr. Vol. 2 at 128). Moreover, the Commission "lacks the 

jurisdiction to impose penalties or fines" in the context of an arbitration proceeding. (See 

Order No 97-189, Docket No. 96-358-C, 3/10/97, at 6). Even if the Commission could 

award penalties, the incorporation of ITC"De1taCom's proposal into the agreement is 

unnecessary. South Carolina law and Commission procedures are available and adequate 

to address any breach of contract issue should it arise. 

BASouth fbrther contends that 1TC"DeltaCom's proposal is unworkable. 

(Varner, Tr. Vol. 1 at 422). Cutovers are complicated, and both parties to the cutover as 

well as the end user customer are heavily involved in the process. Consequently, if a 

cutover is delayed, fault is difficult, if not impossible, to apportion. (Moses, Tr. Vol. 2 at 

126; Varrler, Tr. Vol. 2 at 127). BellSouth witness Varner testified that 1TC"DeltaCom's 

proposal would, in all likelihood, create more litigation expenses arguing over fault than 

either party would incur in labor charges. To track costs for each instance would be a 

burdensoine and unnecessary business practice. For a further discussion of this issue, see 
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the Commission's discussion of Issue l(a). 

Upon consideration of this issue, the positions of the parties, and the evidence of 

record, th.: Commission finds each party should be responsible for its own labor costs. 

The Commission recognizes that the cutover is a complicated process and that many 

difficulties arise in tracking labor costs. The record shows that it is sometimes simply 

impossible to apportion fault in situations in which cutovers are delayed. In the generic 

proceeding on performance measurements established by this Order, the Commission 

will entersin proposals on "performance guarantees," penalties, and liquidated damages 

provision;. The instant issue may be addressed by parties during the generic proceeding 

on perfonnance measures. 

Orderine Barawauh: 

The interconnection agreement should not contain a provision for a party being 

responsible for the other party's reasonable labor costs for delaying a cutover. Each party 

will incur its own labor costs, and therefore pay for its own labor costs. 

Issue t ( c ) ( v )  
Should BellSouth be required to designate specific UNE center personnel for 
coordinating orders placed by ITC"DeltaCom? 

1TC"DeltaCom Position: 

BellSouth should identify the individual to 1TC"DeltaCom. 
Yes. 1TC"DeltaCom will accept a designated single point of contact person. 

BellSouth Position: 

only 1TC"DeltaCom or any other individual CLEC. BellSouth incurs significant costs in 
connection with providing personnel to handle all CLEC orders for services and UNEs. 
BellSouth reviews anticipated and hstorical staffing requirements and assigns work 
activity in the most efficient manner possible in order to complete all necessary work 
functions for all CLECs. 

BellSouth should not be required to specifically dedicate its personnel to serve 
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Discussicic 

11'C"DeltaCorn contends that it is entitled to designated personnel at the UNE 

center to handle its UNE cutovers and proposes that "as people work together they work 

better together." (Moses, Tr. Vol. 2 at 130). 1TC"DeltaCom contends that it will have a 

better working relationship with designated personnel with more accountability, more 

understar.ding, and more flexibility. (Moses, Tr. Vol. 2 at 130 - 13 1). 

BellSouth contends that there is no requirement in the Act that obligates BellSouth to 

designate specific personnel for cutovers for 1TC"DeltaCom. BellSouth's obligation 

under the 1996 Act is to provide nondiscriminatory access to UNEs, which BellSouth 

does today. BellSouth witness Milner testified that the most efficient way for BellSouth 

to meet its obligation under the 1996 Act for 1TC"DeltaCom and all other CLECs is for 

BellSouth to carefully monitor workload requirements and to assign personnel as 

necessary to meet those requirements. (Milner, Tr. Vol. 2 at 131 - 132). BellSouth today 

must monitor total workload results and forecast future workload requirements and the 

personne I needed to meet those requirements based on historic trends, business forecasts, 

and the evperience of local managers and technicians. Mr. Milner testified that BellSouth 

incurs real costs in connection with providing personnel to handle all CLEC orders for 

services ;md UNEs; therefore, BellSouth should retain the flexibility needed to meet its 

service and contractual obligations without any requirement to dedicate specific 

personnel to particular functions. (Milner, Tr. Vol. 2 at 132). 1TC"DeltaCom appeared to 

indicate that i t  would cover BellSouth's costs for designating personnel, but then quickly 

backed off that commitment by arguing "that it is very possible for BellSouth to realize 
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economies of scale also in designating personnel to one of its larger purchasers." 

(Rozycki, Tr. Vol. 2 at 134). 

Upon consideration of this issue, the positions of the parties, and the evidence of 

record, thz Commission finds that BellSouth is not obligated to designate specific UNE 

center per,sonnel for coordinating orders placed by ITC"DeltaCom, and the Commission 

will not rcquire BellSouth to provide specific UNE personnel for coordinating orders 

placed by individual CLECs. Requiring such a designation could interfere with 

BellSouth from managing its workload in the most cost effective and efficient manner, 

thereby hmdering BellSouth in accomplishing the very goal that the provision is meant to 

achieve, that is giving the best possible service to all CLECs. 

Ordering ParapraDh: 

BcllSouth is not required to specifically designate personnel to serve 

1TC"DeltaCom or to coordinate orders placed by 1TC"DeltaCom. 

Issue 2(c)(vi) 

Should each party be responsible for the repair charges for troubles caused or 
originated outside of its network? If so, bow should each party reimburse the other 
for any additional costs incurred for isolating the trouble to the other's network? 

ITC DeltaCom Position: 

such costs. BellSouth should reimburse DeltaCom for any additional costs associated 
with isolitting the trouble to BellSouth's facilities and/or equipment. 

Yes. Where the root cause was not DeltaCom's network, BellSouth should bear 

BellSouth Position: 

repairs. (.See FCC First Report and Order at n258, CC Docket 96-98 (8-8-96)). BellSouth 
has agreed to be responsible for such costs that are incurred due to BellSouth's network. 
However, BellSouth should not be responsible for costs due to ITC^DeltaCom's network. 

The party responsible for the repairs should bear the costs associated with those 
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BellSouth and 1TC"DeltaCom should each be responsible for its own costs incurred in 
determining the cause of any trouble. Thus, this issue is not appropriate for arbitration. 
(Exhibit "A" attached to this Issues Matrix contains BellSouth's proposed contract 
language on this issue.) 

Discussion: 

According to Mr. Moses for ITC"DeltaCom, the party who has the trouble in the 

network should pay the cost of repairing the trouble in the network. 1TC"DeltaCom 

asserts that the trouble arises if 1TC"DeltaCom has to isolate a trouble to BellSouth's 

network a second time; 1TC"DeltaCom contends it is entitled to reimbursement for the 

costs incurred in the second trouble isolation. Mr. Moses also stated that if BellSouth 

isolates trouble with 1TC"DeltaCom's network multiple times that BellSouth should be 

compensated for the additional testing and diagnosis. (Moses, Tr. Vol. 2 at 143). 

BellSouth testified that the party responsible for the repairs should bear the costs 

associated with those repairs. According to Mr. Vamer, when 1TC"DeltaCom leases 

0 
facilities from BellSouth, the cost of those facilities includes the costs associated with 

maintenance and repair as specified in the FCC's First Report and Order, paragraph 258. 

1TC"Delt;iCom should, however, be responsible for maintenance and repair on its own 

facilities. (Vamer, Tr. Vol. 2 at 144). 

With initial trouble isolation, 1TC"DeltaCom should be responsible for the initial 

trouble re3ort. When determined by 1TC"DeltaCom that the trouble resides on 

BellSouth's network, BellSouth will assume repair responsibilities via a trouble report. 

BellSouth further testified that BellSouth should not reimburse 1TC"DeltaCom for any 

additional costs 1TC"DeltaCom incurs in isolating the trouble to BellSouth's network. 

Likewise, if a BellSouth end user experiences trouble calling an 1TC"DeltaCom 
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customer, BellSouth does not bill 1TC"DeltaCom for the costs incurred to isolate a 

trouble to :TC"DeltaCom's network. (Varner, Tr. Vol. 1 at 423). 

Be .ISouth contends that the reimbursement system proposed by 1TC"DeltaCom 

would be unwieldy, and is not required by the Act. Each party should bear its own costs 

- such a system is fair and manageable. (Vamer, Tr. Vol. 1 at 423). 

Based upon the issue, the positions of the parties, and the evidence of record, the 

Commission finds that each party should be responsible for the repair cost of the initial 

investigation or isolation of repairs. Thereafter, if additional testing and diagnosis are 

required tCJ  isolate trouble on the network for the same complaint, the party on whose 

network the trouble is ascertained shall bear the cost of the repairs and shall reimburse 

the other party for the additional cost incurred in isolating the trouble. At the hearing, the 

parties seemed to agree to this result, and the Commission finds it acceptable. 

Orderincl Paragraph: 

W th respect to repair charges or troubles caused or originated outside of the 

party's nework, each party shall be responsible for the repair cost ofthe initial 

investigation or isolation of repairs. Thereafter, if additional testing and diagnosis are 

required to isolate trouble on the network for the same complaint, the party on whose 

network the trouble is ascertained shall bear the cost of the repairs and shall reimburse 

the other party for the additional cost incurred in isolating the trouble. 
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issue Z(cMviii1 
Should BellSouth be responsible for maintenance to HDSL and ADSL compatible 
loops provided to ITC"DeltaCom? I f  so, at what rate? 

1TC"DellaCom Position: 

Maintenance should be priced at FCC compliant TELRIC rates. See Section 25 l(c)(3) of 
the Act. 

Yes. BellSouth should maintain these loops at industry standard quality levels. 

BellSouth Position: 

loops as the parties may agree. However, the loop modifications requested by 
tTC"De1t;rCom (and other CLECs) are not a WE offering. Thus, if BellSouth is 
providing a loop that has been modified from its original technical standards at the 
request o f  ITC"DeltaCom, such as HDSL or ADSL compatibility, then BellSouth cannot 
guarantee that the modified loop will meet the technical standards of a non-modified 

BellSouth will provide maintenance and repair for HDSL and ADSL compatible 

loop. 

Discussion: 

ITC^DeltaCom contends that if it buys a UNE that is HDSL compatible, it should 

remain H9SL compatible -- in other words, BellSouth has an obligation to maintain it as 

HDSL compatible. (Moses, Tr. Vol. 2 at 146). BellSouth contends that 1TC"DeltaCom 

has failed to draw a distinction between the services BellSouth provides to its end-user 

customer:;. According to BellSouth witness, Mr. Milner, BellSouth does not provide 

HDSL and ADSL "facilities" as UNEs to 1TC"DeltaCom or to any other CLEC. What 

BellSouth does provide is a federally-tariffed wholesale ADSL service to certain 

wholesalt: customers, such as ISPs (Internet Service Providers). BellSouth's ADSL 

wholesalt: service, however, is a separate and distinct offering from BellSouth's ADSL or 

HDSL UVE compatible loop offering. The UNE offering is a unique network capability 

offered to CLECs via the service inquiry process. (Milner, Tr. Vol. 2 at 147). Mr. 

Milner explained that "in terms of HDSL and ADSL compatible loops (the UNE 
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offering), if it breaks then we fix that. If we do something to make it not compatible, 

then we'll fix that too. The costs for the maintenance are recovered through our recurring 

charges fbr ADSL and HDSL Compatible loops." (Milner, Tr. Vol. 2 at 147). 

BdISouth further testified that while BellSouth offers an ADSL compatible loop, 

all of BellSouth's loops are not ADSL compatible. (Milner, Tr. Vol. 1 at 674 - 676). 

ADSL service requires that certain technical standards be met. BellSouth's ADSL 

compatible loops meet those technical standards, but other BellSouth loops do not. Many 

significant activities are required to transform a voice grade loop into an ADSL 

compatib le loop, including service inquiry, design engineering, and connection and 

testing activities. If BellSouth provides 1TC"DeltaCom with a modified loop (Le. 

BellSout n has transformed a voice grade loop from its original technical standards to 

meet the standards requested by 1TC"DeltaCom and/or required for ADSL and HDSL), 

BellSouth cannot guarantee that the modified loop will meet the technical standards of a 

non-modified loop. (Milner, Tr. Vol. 1 at 675). 

Eased upon the issue, the positions of the parties, and the evidence from the 

hearing, the Commission finds that original technical standards on HDSL and ADSL 

compatible loops should be maintained. BellSouth acknowledged at the hearing that i t  

will repa.ir its ADSL and HDSL UNE compatible loops and that the costs of repair and 

maintenmce are recovered through the recurring charges for ADSL and HDSL 

compatible loops. For non-standard or modified HDSL and ADSL compatible loops, the 

Commission requires BellSouth to provide the same standards as BellSouth uses on its 
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network. 'The Commission believes that this result will ensure that the loops used by 

1TC"DeltaCom will meet the specifications required. 

Orderine ParaPraDh: 

The Commission requires that original technical standards on HDSL and ADSL 

compatible loops should be maintained. Further for non-standard or modified HDSL and 

ADSL compatible loops, the Commission requires BellSouth to provide the same 

standards as BellSouth uses on its network. Costs for repair and maintenance are 

recovered through the recurring charges for these UNEs which were established in 

Docket No. 97-374-C. 

Issue S(cl[xiv) 
(a) Should BellSouth be required to coordinate with 1TC"DeltaCom 48 hours 

prior to the due date of a UNE conversion? 

(b) If BellSouth delays the scheduled cutover date, should BellSouth be required 
to waive the applicable nonrecurring charges? 

1TC"DeItaCom Position: 
(a) 
(tl) 

Yes. Customer transfers should be completed smoothly and efficiently. 
Yes. Performance guarantees are also required to ensure scheduled 

cutover dates are not missed repeatedly. 

BellSouth Position: 
No. BellSouth does not agree that coordination 48 hours prior to the due 

date is necessary on every type of UNE conversion. However, with respect to SL2 type 
loops only, BellSouth will agree to use its best efforts to schedule a conversion date and 
time 24 to 48 hours prior to the conversion. 

whenever a cutover is delayed, particularly when any number of variables and 
circumstmces may cause a delay in the schedule. Thus, this issue is not appropriate for 
arbitraticn. (See BellSouth's position on Issue l(b)). 

(it) 

(h) No. BellSouth does not agree to waive the applicable nonrecurring charges 
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Discussiois 

1TC"DeltaCom contends that the parties must coordinate on all UNE conversions 

48 hours in  advance of the conversion. (Moses, Tr. Vol. 2 at 150). Mr. Moses testified 

that coord nation will benefit both parties as well as the customer and will help enable 

1TC"DeltaCom to provide more cost-effective and efficient service. (Moses, Tr. Vol. 2 at 

152 - 153 I. BellSouth opposes 1TC"DeltaCom's proposal that BellSouth be required to 

coordinate with 1TC"DeltaCom 48 hours prior to the due date of a UNE conversion 

because BellSouth contends the proposal is overbroad. (Milner, Tr. Vol. 2 at 15 1). For 

example, iiccording to BellSouth, by requiring coordination 48 hours in advance for all 

UNEs, 1TC"DeltaCom includes SL1 loops, a UNE that is not normally subject to 

coordination. BellSouth witness Milner says 1TC"DeltaCom's proposal will create 

unnecessary work and costs with no corresponding gain in improved provisioning. 

(Milner, Tr. Vol. 2 at 152). Recognizing the importance of coordination, however, 

BellSouth has agreed with regards to SL2 loops to exert its best efforts to schedule a 

conversion date and time 24 to 48 hours prior to a conversion. (Milner, Tr. Vol. 1 at 

678). 

BdlSouth also states that it should not be obligated to waive applicable 

nonrecurring charges if a scheduled cutover date is delayed. First, BellSouth contends 

that waiving nonrecurring charges constitutes a penalty and, thus, is outside the 

jurisdicticm of this Commission. (Varner, Tr. Vol. 1 at 427). BellSouth points out that the 

Commission held in the AT&T arbitration, the Commission "lacks the jurisdiction to 

impose pmalties or fines" in the context of an arbitration proceeding. (See Order No. 97- 



DOCKET NO. 1999-259-C - ORDER NO. 1999-690 
OCTOBER 4, 1999 
PAGE 54 

189, Docket No. 96-358-C, 3/10/97, at 6). Moreover, BellSouth contends that i t  is not 

required under the Act or under FCC rules to waive nonrecurring charges in such a 

situation. According to BellSouth, the Act does not obligate BellSouth to pay penalties, 

and thus, imposing penalties would be outside the scope of the Act and therefore 

inappropriate. Furthermore, BellSouth witness Varner pointed out that both parties may 

have reasonable circumstances which might cause a delay in the schedule. There is no 

mechanism in place to track all delays, nor to identify the responsible party. According 

to BellSouth, such a tracking system would be unworkable according to BellSouth 

because in  many cases, both parties contribute to delays. (Varner, Tr. Vol. 1 at 427). 

Moreover, any attempt to allocate fault would, of necessity, be largely arbitrary. 

Based upon this issue, the positions of the parties, and the hearing record, the 

Commission finds BellSouth and 1TC"DeltaCom shall coordinate all cutovers 24 hours in 

advance ,3f the scheduled cutover. The parties have operated under an informal agreement 

of coordination for SL2 cutovers since the Spring of 1999, and the Commission ordered 

provisiori expands and memorializes that informal agreement as part of the 

interconnection agreement. The Commission hopes that 24 hour coordination will ensure 

efficient and smoothly accomplished customer cutovers. 

Additionally and consistent with the Commission's decision on Issue I(b), the 

Cornmission finds that BellSouth should waive the non-recumng charges if BellSouth's 

assigned due date is missed as a result of BellSouth's error. This provision regarding the 

waiver c f nonrecumng charges is on an interim basis until the Commission has 

conc1udr:d its generic proceeding on performance measures and performance guarantees. 
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Orderine ParaPraDh: 

The Commission requires BellSouth and 1TC”DeltaCom to coordinate all 

cutovers 24 hours in advance of the scheduled cutover. Additionally, BellSouth shall 

waive the non-recurring charges if BellSouth’s assigned due date is missed as a result of 

BellSouth’s error. This provision regarding the waiver of nonrecurring charges is on an 

interim basis until the Commission has concluded its generic proceeding on performance 

measures md performance guarantees. 

Issue ZtQr 
Should BellSouth be required to establish Local Number Portability (LNP) cutover 
procedures under which BellSouth must confirm with 1TC”DeltaCom that every 
port subject to a disconnect order is worked at one time? 

1TC”DeltaCom Position: 
BellSouth must establish procedures for LNP cutovers pursuant to which 

BellSouth must confirm with 1TC”DeltaCom that every port subject to a disconnect order 
is worked at one time. 1TC”DeltaCom’s proposed procedures are identified in 
Attachment 5, Section 2.6 of the proposed interconnection agreement. 

BellSouth Position: 
BcLlSouth agrees with 1TC”DeltaCom that coordination between itself and 

1TC”Delt Corn is extremely important for LNP order cutovers. BellSouth and 
1TC”DeltaCom have agreed to proposed language whereby BellSouth will ensure that a 
disc0nnec.t order is completed for all ported numbers once the Number Portability 
Administration Center (‘“PAC”) notification of 1TC”DeltaCom’s Activate Subscription 
Version has  been received by BellSouth. The issue to which BellSouth cannot agree is 
the timeframes proposed by 1TC”DeltaCom. The proposed timeframes are not 
reasonable and should not be adopted by the Commission. 

Discussiqn: 

11’C”DeltaCom is seeking the implementation of quality control assurances for 

LNP. (Moses, Tr. Vol. 2 at 155). The major difference in the parties’ proposals is a 
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question of how much checking of work steps will be done. (Milner, Tr. Vol. 2 at 155). 

According to Mr. Milner, "[wle have agreed with DeltaCom that we will put language in 

place that we believe will ensure that those disconnect orders are worked in a timely 

manner." (Id.) Given that 1TC"DeltaCom had not even reviewed the most recent 

proposals on this issue, their position on this issue seems fairly tenuous. (Moses, Tr. Vol. 

2 at 156). 

Based upon this issue, the positions of the parties, and the evidence of record, the 

Commission denies 1TC"DeltaCom's proposed LNP procedures set forth in Attachment 

5, Section 2.6 of 1TC"DeltaCom's proposed interconnection agreement as the proposed 

language contains timeframes that are unreasonable and should not be required. For LNP 

cutover procedures, the Commission requires that (a) if BellSouth receives a disconnect 

order by I2:OO noon that BellSouth will work that conversion that same day, and (b) if 

BellSoutt, receives a disconnect order after 12:OO noon that BellSouth will work that 

conversion by close of business the next day. The Commission finds these timeframes to 

be reasonable. 

Orderinrr ParaPraDh: 

For LNP cutover procedures, the Commission requires that (a) if BellSouth 

receives i L  disconnect order by 12:OO noon that BellSouth will work that conversion that 

same day, and (b) if BellSouth receives a disconnect order after 12:OO noon that 

BellSouth will work that conversion by close of business the next day. 
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Issue 2le); 
Should “order flow-through” be defined in the interconnection agreement, and if so, 
what is the definition? 

1TC“DeltaCom Position: 

definition of flow through should include pre-ordering functions. Specifically, 
1TC”DeltiiCom seeks the following definition be included in the agreement: “Flow 
Through is defined as an end-to-end pre-ordering and ordering process (including legacy 
BellSouth applications) without manual intervention. Specifically, Flow Through, 
includes electronic reporting of order status, electronic reponing of errors and electronic 
notification of critical events such as ‘jeopardy notification’ and rescheduled due dates. 
BellSouth shall provide Flow Through of electronic processes in a manner consistent 
with indu:;try standards and, at a minimum, at a level of quality equivalent to itself or to 
any CLEC with comparable systems.” 

Flow-through should be defined in the parties’ interconnection agreement. The 

BellSouth Position: 

“flow through,” nor is 1TC”DeltaCom’s proposed definition appropriate. 
1TC”DeltaCom’s definition of flow-through is contrary to the manner in which the term 
is commonly used by the Federal Communications Commission. Based upon the FCC’s 
definition, BellSouth contends that a service request flows through an electronic order 
system only when a CLEC or BellSouth representative takes information directly from an 
end user customer, inputs it directly into an electronic order interface without making any 
changes or manipulating the customer’s information, and sends the complete and correct 
request downstream for mechanized order generation. 

It is not necessary for the interconnection agreement to contain a definition of 

Discussion : 

I1’C”DeltaCom wants a definition of flow-through included in the agreement to 

clarify th: meaning of flow-through and to include an obligation on BellSouth to provide 

complete electronic pre-ordering, ordering, and provisioning of all UNEs and resale 

services. (Thomas, Tr. Vol. 2 at 157). BellSouth, on the other hand, contends that there is 

no need to incorporate any definition of flow-through into the interconnection agreement. 

(Pate, Tr Vol. 2 at 160). The FCC has established the meaning of flow-through in its 

orders, and has approved, at least informally, BellSouth’s calculation of flow-through in 

its Service Quality Measurements, which is derived fiom the FCC’s definition of flow- 
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through. BellSouth’s position is that adding a definition to the Agreement is redundant 

and unnecessary, particularly when 1TC”DeltaCom is seeking to alter the FCC’s 

definitioc. of flow-thrqugh. (Pate, Tr. Vol. 1 at 620; Vol. 2 at 159). 

BellSouth states that to the extent the Commission determines that a definition o 

flow-through should be incorporated into the agreement, the Commission should adopt 

BellSouth’s definition. (Pate, Tr. Vol. 2 at 159 - 160). In Paragraph 107 of its Second 

Louisiana Order in CC Docket No. 98- 12 1, the FCC stated that “a competing carrier’s 

orders ‘ flow-through’ if they are transmitted electronically through the gateway and 

accepted into BellSouth’s back office order systems without manual intervention.” (Pate, 

Tr. Vol. 1 at 622). BellSouth’s definition of flow-through mirrors the FCC’s definition 

and therefore is appropriate. (Pate, Tr. Vol. 2 at 159). Under BellSouth’s definition, 

flow-through for a CLEC Local Service Request (LSR) begins when the complete and 

correct electronically-submitted LSR is sent via one of the CLEC ordering interfaces (Le. 

EDI, TAG or LENS), flows through the mechanical edit checking and local exchange 

service order generation system (“LESOG), is mechanically transformed into a service 

order by LESOG, and is accepted by the Service Order Control System (“SOCS”) 

without any human intervention. BellSouth believes these steps mirror the steps that the 

FCC envisioned encompassed in flow through. Contrary to 1TC”DeltaCom’s position, 

BellSouth contends pre-ordering is not part of this process, nor is electronic notification 

of order status and jeopardies. (Pate, Tr. Vol. 1 at 622). 

BellSouth objects to 1TC“DeltaCom’s attempt to broaden the definition of flow- 

through to create an obligation on BellSouth to provide complete electronic pre-ordering, 
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ordering, and provisioning of all UNEs and resale services. (Pate, Tr. Vol. 1 at 624). 

According to BellSouth, the Act obligates BellSouth to provide CLECs with access to the 

required functions and information through CLEC electronic interfaces in substantially 

the same time and manner as BellSouth does for itself. Such access provides efficient 

CLECs with a meaningful opportunity to compete. BellSouth provides CLECs with 

access to electronic pre-ordering, ordering and provisioning in substantially the same 

time and manner as BellSouth has for itself. (Pate, Tr. Vol. 1 at 624). 

BellSouth witness Pate testified that the key point is that BellSouth does-not place 

all of its orders electronically. (Pate, Tr. Vol. 1 at 626). According to Pate, many of 

BellSouth's retail services, primarily large business complex services, involve substantial 

manual handling by BellSouth's account teams for BellSouth's own retail customers. 

Nondiscriminatory access requires only that CLECs be given access in substantially the 

same time and manner as BellSouth, not that CLECs place all orders electronically. 

BellSouth testified that the manual processes that BellSouth uses for complex resold 

services offered to the CLECs are accomplished in substantially the same time and 

manner as the processes used for BellSouth's complex retail services. BellSouth believes 

that the specialized and complicated nature of complex services, together with their 

relatively low volume of orders as compared to basic exchange services, renders them 

less suitable for mechanization, whether for retail or resale applications. BellSouth 

contends that because the same manual processes are in place for both C L E O  and 

Bel1Sour:h retail orders, the processes are competitively neutral and are therefore in 

compliaxe with both the Act and the FCC rules. (Pate, Tr. Vol. 1 at 626-27). 
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BellSouth further contends that neither the Act nor the FCC rules require that an 

interconnxtion agreement contain a definition of flow-through. BellSouth requests that 

to the extent, the Commission determines that such a definition is appropriate, the 

Commission should adopt BellSouth's definition because it is the only one that comports 

with the requirements of the Act and the FCC. BellSouth contends that 1TC"DeltaCom's 

definition is overly broad, and places obligations on BellSouth that are above and beyond 

those set forth in the Act and thus, it is not an appropriate or necessary definition for an 

interconnection agreement. 

B s e d  upon this issue, the positions of the parties, and the evidence from the 

hearing, the Commission finds that it is necessary to include a definition of flow-through 

in the interconnection agreement. Of the two definitions, BellSouth's definition of flow- 

through comports with the requirements of the Act and the FCC. Therefore, the 

Commission adopts the definition of flow-through as proposed by BellSouth and which is 

contained in the FCC Second Louisiana Order, at 1 107, CC Docket 98-121 (8-13-98). 

Qrderinfl ParaPraDh: 

The Commission requires the inclusion of the definition of "flow-through'' in the 

interconnection agreement and requires that the definition of flow-through as contained 

in the FCC Second Louisiana Order, at Q 107, CC Docket 98-121 (8-13-98) be used. 

Issue 3: 
[Question 11 Should BellSouth be required to pay reciprocal compensation to 
1TC"DeltaCorn for all calls that are properly routed over local trunks, including 
calls to Information Service Providers ("ISPs")? 
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[Question 21 What should be the rate for reciprocal compensation per minute of 
use, and bow should it be applied? 

ITC" DeltaCom Position: 
[Question I ]  BellSouth should be required to pay reciprocal compensation for ISP- 
bound traffic. The appropriate inter-camer compensation mechanism for ISP-bound 
traffic is reciprocal compensation because the caller's provider should bear the costs of 
the call to the ISP. 
[Question 21 1TC"DeftaCom is entitled to the tandem termination rate for reciprocal 
compensation because 1TC"DeltaCom's switch serves the same geographic area as 
BellSouth's tandem switch, and performs the same functions as BellSouth's tandem 
switch. 

BellSouth Position: 
[Question I ]  Under 47 U.S.C. $ 25 l(b)(5) and 47 C.F.R. $ 51.701, reciprocal 
compensation is applicable only to local traffic. "Local" trunks may actually carry access 
or toll traffic in addition to local traffic, and thus reciprocal compensation is not 
applicable to all traffic that travels over local trunks. ISP-bound traffic, even if it  is 
canied over local trunks, is not local traffic and is not subject to the reciprocal 
compens;ition obligations of the Act. In addition to being contrary to the law, treating 
ISP-bound traffic as local for purposes of reciprocal compensation is contrary to sound 
public policy. The Commission need not address this issue at this time because the FCC 
has jurisdiction over ISP-bound traffic and the FCC decision in this matter will preempt 
any decision the Commission renders in this docket. 
[Questiori 21 The appropriate rates for reciprocal compensation are the elemental rates 
for end office switching, tandem switching and common transport that are used to 
transport and terminate local traffic and were established by this Commission in the cost 
orders in Docket No. 97-374-C. If a call is not handled by a switch on a tandem basis, it 
is not appropriate to pay reciprocal compensation for the tandem switching function. 

Discussifm 

[Question 11 

This issue requires the Commission to address the economic principles and public 

policy concerns underlying reciprocal compensation for ISP-bound traffic for the 

purposes of this interconnection agreement on a going forward basis. The parties appear 

to agree that the FCC has deemed ISP-bound traffic to be jurisdictionally interstate. The 

question pending before the Commission is how, or whether, to provide for compensation 
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for ISP-bound traffic. 1TC"DeltaCom contends that, despite the fact that the FCC found 

that ISP-hound traffic is in large part jurisdictionally interstate, the Commission should 

order that reciprocal compensation be paid for ISP-bound traffic. (Starkey, Tr. Vol. 1 at 

238 - 241). 1TC"DeltaCom contends that treating ISP-bound traffic as if it were local for 

purposes of reciprocal compensation is sound public policy (Starkey, Tr. Vol. at 241). 

BellSouth, on the other hand, contends that reciprocal compensation is a mechanism that 

applies oiily to the exchange of local traffic. (Varner, Tr. Vol. 1 at 434). As recently 

reiterated by the FCC in its Declaratory Ruling FCC 99-38 in CC Docket Nos. 96-98 and 

99-69 adopted February 25, 1999, released February 26, 1999, ("Declaratory Ruling") 

and, as even ITC*DeltaCom admits, iSP-bound traffic is jurisdictionally interstate. 

(Starkey, Tr. Vol. 1 at 239) Thus, according to BellSouth, it is not included in the Act's 

requirements regarding reciprocal compensation. BellSouth seeks an order that states 

that reciprocal compensation only should be applied to traffic that meets the FCC's 

definition of "local traffic." 

ITC^DeltaCom argues that BellSouth should pay reciprocal compensation for all 

traffic that travels over "local" trunks. 1TC"DeltaCom witness Starkey testified that a call 

originating on the BellSouth network and directed to the 1TC"DeltaCom network travels 

the same path, requires the same use of faciltities and generates the same level of cost 

regardless of whether the call is dialed to an 1TC"DeltaCom local residential customer or 

to an ISP provider. (Starkey, Tr. Vol. 1 at 245) Thus, Mr. Starkey asserts that the rates 

associated with recovering the costs for both calls should be the same since both calls 
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travel the same path and the same equipment to reach their destination. (Starkey, Tr. Vol. 

1 at 246) 

Bc:lISouth responds to 1TC”DeltaCom’s proposal by arguing that such a 

reciprocal compensation mechanism is inappropriate. According to BellSouth, “local” 

trunks may properly route or carry access or toll traffic in addition to local traffic. 

(Varner, l’r. Vol. 1 at 429). Simply because a local trunk caries ISP-bound traffic, which 

is jurisdictionally interstate, reciprocal compensation is not applicable. BellSouth witness 

Varner testified that the test for the application of reciprocal compensation payments 

should not be the type of trunk used to transport the traffic; rather the test is the end-to- 

end naturc: of the call, as the FCC has reaffirmed. (Varner, Tr. Vol. 1 at 429-30). 

In considering this issue, the Commission recognizes the FCC’s Decfarufory 

Ruling. In that Declaratory Ruling, the FCC concluded that ISP-bound traffic is non-local 

interstate traffic. FCC 99-38, footnote 87. In teaching its conclusion, the FCC 

acknowledged that it has construed the reciprocal compensation mechanism of Section 

25 l(b)(5) to apply only to the transport and termination of local traffic. FCC 98-38,17. 

The FCC carehlly examined the nature of ISP-bound traffic and noted that “the 

communications at issue here do not terminate at the ISP’s local server, as CLECs and 

ISPs contend, but continue to the ultimate destinations, specifically at a Internet website 

that is ofkn located in another state.” FCC 98-38,? 12. Further, the FCC acknowledged 

that “an Internet communication does not necessarily have a point of ‘termination’ in the 

traditional sense.” FCC 98-38,? 18. The FCC clearly stated that state commissions could 

decide to impose reciprocal compensation obligations in an arbitration proceeding and 
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also stated that state commissions were “free not to require the payment of reciprocal 

compensation for this traffic.” FCC 98-38,126. 

Based upon the evidence before it, the positions advocated by the parties, and the 

Dec1arato.y Ruling of the FCC, the Commission finds that reciprocal compensation 

should not apply to ISP-bound traffic. The FCC in its Declaratory Ruling concluded that 

ISP-bound traffic is non-local interstate traffic and clearly ieA the determination of 

whether to impose reciprocal compensation obligations in an arbitration proceeding to the 

state commissions. FCC 98-38, footnote 87 and 126.This Commission concludes that 

ISP-bound traffic is not subject to reciprocal compensation. While it may be true that 

ISP-bound traffic travels similar paths across the same facilities as local calls to 

residential customers as advanced by ITC”DeltaCom, it is also clear that ISP-bound calls 

do not terminate at the ISP. In the example given by witness Starkey for ITC^DeltaCom, 

the local call to the residential customer clearly terminates on the 1TC”DeltaCom 

network. [SP-bound traffic, on the other hand, does not terminate at the ISP’s server but 

0 

continues to the ultimate Internet destination which is often located in another state. See 

FCC 99-2,8, fi 12. As ISP-bound traffic does not terminate at the ISP’s server on the local 

network, this Commission finds that ISP-bound traffic is non- local traffic. Further, since 

Section 251 of the 1996 Act requires that reciprocal compensation be paid for local 

traffic, tht Commission further finds that the 1996 Act imposes no obligation on parties 

to pay reciprocal compensation for ISP-bound traffic. 

?‘he Commission is also aware that the FCC has initiated hrther proceedings 

regarding the issue of ISP-bound traffic and reciprocal compensation. Of course, this 
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Commission will revisit this issue if the FCC issues a ruling impacting the decision 

rendered herein. 

[Question 21 : 

With regard to the appropriate rate reciprocal compensation, Mr. Starkey for 

1TC"Delt~Com stated that the rate should be based upon the last approved reciprocal 

compensa1:ion rate in South Carolina which is $.009 per minute. (Starkey, Tr. Vol. 2 at 

179) Mr. Varner for BellSouth testified that the rate should be the same rate between the 

parties but hrther stated that the rate should only apply to those elements that are actually 

used to transport and terminate traffic. (Varner, Tr. Vol. 2 at 180) BellSouth contends that 

it is not appropriate for 1TC"DeltaCom to charge BellSouth for tandem switching 

functions it does not perform. According to BellSouth, if a call is not handled by a 

switch on a tandem basis, it is not appropriate to pay reciprocal compensation for the 

tandem switching function. (Varner, Tr. Vol. 1 at 433). According to ITC"DeltaCom, it 

is entitled to the tandem switching rate because its switch serves the same geographic 

area as BellSouth's tandem switch. (Starkey, Tr. Vol. 1 at 255). 1TC"DeltaCom hrther 

contends !.hat its switch performs many of the same functions that BellSouth's tandem 

performs (Starkey, Tr. Vol. 1 at 257). 

In determining the appropriate reciprocal compensation rate, the Commission 

notes that the previously approved interconnection agreement contained a reciprocal 

compensa.tion rate of 9.009 per minute for termination of local traffic. This Commission 

found that rate to be compliant with the requirements of Section 252(d) of the 1996 Act. 

The Commission finds that nothing has changed in the past two years that causes the 
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Commission to conclude that the underlying costs associated with transport and 

termination have changed. The Commission concludes that the S.009 per minute is 

appropriale and approves the previously approved rate of $.009 per minute as the rate for 

reciprocal compensation for the new interconnection agreement. 

Orderinp ParaPraDh: 

[Question 11 The Commission finds that ISP-bound traffic is non-local interstate traffic. 

As such, the Commission finds on a going-forward basis and for the purposes of this 

interconnection agreement that ISP-bound traffic is not subject to the reciprocal 

compensation obligations of the 1996 Act. 

[Question 21 The Commission approves a reciprocal compensation rate of $.009 per 

minute for local traffic and directs the parties to include this rate in the interconnection 

agreemen:. However, as explained above, reciprocal compensation will not apply to ISP 

bound traffic. 

Issue 3(h 1: 
I f  1TC"DePtaCom needs to reconnect service following an order for a disconnect, 
should BellSouth be required to reconnect service within 48 hours? 

1TC"DeltaCom Position: 
Following an order for a disconnect, BellSouth should be required to reconnect 

the service to 1TC"DeltaCom's customer within 48 hours. According to ITC"DeltaCom, 
the issue often arises in situations in which a customer pays an outstanding bill and has 
been disconnected for failure to pay, or when a reconnect must be made quickly as in the 
case of s l i m i n g .  

BellSouth Position: 
Bt:IlSouth cannot reserve facilities for 48 hours following an order for a 

disconnect. As a practical matter, once a UNE facility has been disconnected for any 
reason, that facility is subject to immediate reuse, whether by CLECs or by BellSouth's 
end users. BellSouth should not be required to maintain facilities for any set period of 
time once service has been disconnected. Nonetheless, BellSouth will agree to use its 
best efforts to reconnect service within 24 hours. 
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According to BellSouth, 1TC"DeltaCom's proposal is unworkable, unfair, and is not 

required cnder the Act. BellSouth witness Milner testified that once a UNE facility has 

been disconnected for any reason, that facility is subject to immediate reuse. (Milner, Tr. 

Vol. 2 at 186) In an area experiencing a shortage of facilities, it would not be unusual for 

a facility used by a CLEC or by a BellSouth retail unit to be reassigned within minutes to 

complete another order for another CLEC or BellSouth retail end-user. (Milner, Tr. Vol. 

1 at 680). Mr. Milner further testified that reservation of facilities for 1TC"DeltaCom 

could slow provisioning intervals for all other providers. According to BellSouth, such 

preferential treatment for 1TC"DeltaCom is antithetical to the goals of the Act. 

Therefore, while BellSouth will agree to use its best efforts to reconnect the service as 

expeditiously as possible, BellSouth cannot commit to maintain facilities after disconnect 

for any period of time. Mr. Milner also stressed that the "best efforts" BellSouth is 

willing to provide to 1TC"DeltaCom is the same interval it provides to itself. (Milner, Tr. 

Vol. 2 at 187). 

With regard to this issue and based upon the record from the hearing, the 

Commission finds that BellSouth is not obligated to reconnect 1TC"DeltaCom customers 

within 48 hours. The Commission finds that such a commitment would require 

BellSouth reserve facilities for 1TC"DeltaCom for a period of time after a UNE facility 

has been disconnected. Such reservation of facilities would be detrimental to 
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provisioning efforts for other CLECs and BellSouth retail customers. While the 

Commissiori will not require BellSouth to reconnect within 48 hours for the reasons 

stated herein, BellSouth has stated in its position that it will use its best efforts to 

reconnect service within 24 hours. The Commission encourages BellSouth to meet this 

goal. 

OrderinP ParaPraDh: 

While BellSouth is not required to reconnect 1TC"DeltaCom customers within 48 

hours, the C,smmission strongly encourages to BellSouth to meet its stated goal of using 

its best efforts to reconnect service within 24 hours. 

Issue 3(mk 
What type of repair information should BellSoutb be required to provide to 
1TC"DeltaCom such that 1TC"DeltaCom can keep the customer informed? * 
ITC Del taCom Position : 

ITC'DeltaCom wants the ability to receive timely notification if a repair 
technician is unable or anticipates being unable to meet a scheduled repair, retrieve a list 
of itemized time and material changes at the time of ticket closure, provide test results, 
and electronically notify 1TC"DeltaCom when the trouble is cleared. 

BellSou th Position; 
BellSouth provides 1TC"DeltaCom with nondiscriminatory access to BellSouth's 

maintenance and repair OSS by providing electronic interfaces such as TAFI and the 
ECTA Gateway, as well as other manual interfaces. Among other things, these interfaces 
allow 1TC"DeltaCom to enter customer trouble tickets into the BellSouth system, retrieve 
and track cument status on all 1TC"DeltaCom trouble and repair tickets, and receive an 
estimated time to repair on a real-time basis. These systems are the same maintenance 
and repair systems used by BellSouth retail units. TAFI does not provide itemized time 
and material charges for BellSouth's own retail units, and thus BellSouth is not obligated 
to provide them for 1TC"DeltaCom or any other CLEC. 
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Discussion; 

1TC"DeltaCom contends that it is entitled to an itemized list of time and material 

charges upon completion of repair work. 1TC"DeltaCom contended that it needs timely 

billing information in order to verify the charges that it incurs for maintenance performed 

by BellSouth. 1TC"DeltaCom contends that without the infoxmation, it cannot provide 

the level of service its customers expect, accurately bill its end-user, and verify BellSouth 

charges. Moreover, it contends BellSouth is not providing nondiscriminatory access to 

OSS. (Thomas Tr. Vol. 1 at 222). 

BellSouth contends that the Act requires that BellSouth provide 

nondiscriminatory access to its OSS. In other words, BellSouth must allow CLECs to 

perform the functions of pre-ordering, ordering, provisioning, maintenance and repair, 

and billing for resale services in substantially the same time and manner as BellSouth 

does for itself; and, in the case of unbundled network elements, provide a reasonable 

competitor with a meaningful opportunity to compete. 

BellSouth contends that it provides 1TC"DeltaCom and the other CLECs with 

nondiscriminatory access to its maintenance and repair OSS by providing TAFI and 

ECTA Gateway. (Pate, Tr. Vol. 1 at 634). BellSouth witness Pate explained that CLEC 

TAFI is the same maintenance and trouble repair system used by BellSouth's own retail 

service representatives for non-designed services, except that CLEC TAFI combines 

functionality fcir both residential and business services, while BellSouth must use 

separate TAFI interfaces for its own residential and business retail units. (Pate, Tr. Vol. 1 

at 635). Mr. P;tte further explained that ECTA uses the T I N 1  national standard for local 
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exchange trouble reporting and notification. Because it follows the national standard for 

local exchange trouble reporting and notification, the following fbnctions are available to 

users of ECTA: the ability to enter a report; to modify a report; to obtain status 

information during the life of the report; and to cancel a report. (Pate, Tr. Vol. 1 at 636). 

BellSouth contends that TAFI and ECTA are the same maintenance and repair systems 

used by ElellSouth retail units. 

According to BellSouth, it is not obligated to provide 1TC"DeltaCom with an 

e 

e 

itemized time and material charges report because such information is not available to 

BellSouth's retail units. BellSouth contends that it cannot be required to give a CLEC 

more than it gives to itself. If the itemized time and material charges are something 

1TC"DellaCom feels it needs, BellSouth testified that 1TC"DeltaCom can submit a 

request to BellSouth and BellSouth will investigate the feasibility of instituting such a 

report for 1TC"DeltaCom outside the context of an interconnection agreement. 

According to BellSouth, the Act does not require BellSouth to develop this capability for 

ITC"Dell.aCom, and does not require BellSouth to provide it at cost-based rates, and, 

thus, the Commission should not grant 1TC"DeltaCorn request for relief. 

Upon consideration of this issue and the record from the hearing, the Commission 

finds that BellSouth is providing 1TC"DeltaCom nondiscriminatory access to its 

maintenance and repair OSS by providing 1TC"DeltaCom access to TAFI and ECTA, 

which arc the same maintenance and repair systems, used by BellSouth's retail units. As 

BellSouth is providing access to the same systems which it  uses itself, BellSouth is not 

obligated to provide 1TC"DeltaCom any hnctionalities that are not currently available in 
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TAFI ancVor ECTA. If 1TC"DeltaCom desires additional information than the 

information offered through either TAFI and/or ECTA, ITC^DeltaCom and BellSouth 

may negotiate a separate agreement outside this arbitration. 

Orderinv Parapraph: 

BellSouth is providing repair information on a nondiscriminatory basis as 

BellSouth is providing access through OSS to the same maintenance and repair systems 

used by ElellSouth's retail units. BellSouth shall not be required to provide additional 

repair information. However, the parties may negotiate a separate agreement outside this 

arbitration should 1TC"DeltaCom desire additional information than that which is 

currently offered. 

e Issue 4(ak 
Should HellSouth provide cageless collocation to ITCADeltaCom 30 days after a 
firm order is placed? 

1TC"DeltaCom Position: 

a firm order is placed. Cageless collocation should be provisioned at intervals shorter 
than standard physical collocation and similar to virtual collocation. 

1TC"DeltaCom is entitled to provisioning of cageless collocation in 30 days after 

BellSouth Position: 

within 30 days after a firm order has been placed. In addition, given the numerous 
factors and activities required to fiilfill a collocation request, it is neither practical nor 
feasible to require BellSouth to complete the collocation request within 30 days. 

BellSouth is not required by the Act or the FCC to provide cageless collocation 

Discussion: 

I'rC^DeltaCom contends that because cageless collocation is similar to virtual 

collocation, it should be provisioned in 30 days or less. (Wood, Tr. Vol. 1 at 33 1). 
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1TC”DeltaCom witness Wood assumes that provisioning cageless collocation should be 

similar to provisioning virtual collocation and, thus, the intervals should be similar. 

(Wood, Tr. Vol. 1 at 33 1). 1TC”DeltaCom contends that BellSouth will save time 

because ir. will not need to determine if room exists within its central office for the 

construction of a physically separated space, design the enclosure or have it constructed. 

(Wood, Tr. Vol. 1 at 332). 

BellSouth contends that it has no legal or regulatory duty to provision cageless 

collocaticn in 30 days or less. (Thierry, Tr. Vol. 1 at 58 1). Moreover, BellSouth 

contends that its provisioning interval for collocation is not controlled by the time 

required to construct an arrangement enclosure, as 1TC”DeltaCom implies. (Thieny, Tr. 

Vol. 1 at 581). Rather, according to BellSouth witness Thieny, the overall provisioning 

time is controlled by the time required to complete the space conditioning, add to or 

upgrade the heating, ventilation and air conditioning system for that area, add to or 

upgrade the power plant capacity and power distribution mechanism, and build out 

network infrastructure components such as cable racking and the number of cross- 

connects requested. Because these provisioning activities are performed, to the extent 

possible, in parallel, as opposed to serially, the absence of enclosure construction has 

little, if any, bearing on the provisioning interval. (Thierry, Tr. Vol. 1 at 581-2). 

Moreover, Mr. Wood also contends that the interval for cageless collocation 

should be shorter than that for vinual collocation because of the “lack of administrative 

tasks asscciated with the exchange of ownership of the equipment.’’ (Wood, Tr. Vol. at 

332). BellSouth contends that “administrative tasks” are not included in the provisioning 
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interval for virtual collocation, and thus have no beating on the provisioning interval for 

cageless collocation. (Thieny, Tr. Vol. 1 at 583). 

BellSouth commits to complete its construction and provisioning activities as 

soon as possible but, at a maximum, within 90 business days under normal conditions or 

130 busincss days under extraordinary conditions. (Thieny, Tr. Vol. 1 at 581). BellSouth 

contends that these intervals are appropriate, and provide CLECs a reasonable 

opportuniry to compete. Thus, according to BellSouth. its proposed intervals meet the 

requirements of Section 251 of the Act. 

Upon consideration of this issue, the positions of the parties, and the evidence of 

record, the Commission finds that BellSouth should provide cageless collocation within 

90 days from receipt of a bona fide firm order. In reaching this decision, the Commission 

considered the 30 days proposed by 1TC"DeltaCom and concluded that 30 days did not 

allow adequate time for BellSouth to complete its provisioning activities as explained by 

witness Thierry. On the other hand, the time intervals proposed by BellSouth appear to 

the Comniission to be unusually generous, as 90 business days is over 4 months while 

130 business days stretches to over 6 months. In order to provide a CLEC a meaningful 

opportunity to compete, the CLEC must be allowed access to the market. The 

Commission finds that 90 calendar days, which is approximately 3 months, should 

balance the interests between the parties on this issue. 

Orderine Paragraph: 

The Commission hereby orders BellSouth to complete its construction and 

provisioning activities for cageless collocation as soon as possible, but no later than 90 
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calendar days from receipt of a bona fide firm order. The Commission believes that this 

interval will provide CLECs a meaningful opportunity to compete and therefore meet the 

requirements of the Act. 

Issue 5: 
Should the parties continue operating under existing local interconnection 
arrangements? 

1TC"DeltaCom Position: 
[NOTE: 1TC"DeltsrCom believes that Issue 5 should be worded as follows: 
(BellSouth disagrees with this wording)] 
(a) Should the current interconnection agreement language continue regarding cross- 
connect fees, reconfiguration changes or network redesigns and NXX translations? 
(b) What should be the definition of the terns local traffic and trunking options? 
(c) What parameters should be established to govern routing 1TC"DeltaCom's 
originating traffic and each party's exchange or transit traffic? 
(d) Should the parties implement a procedure for binding forecasts? 

As the issue is proposed by ITC*DeltaCom, the answers are: 
(a) Yes. BellSouth should continue to charge for cross-connect reconfiguratiodnetwork 
redesign imd NXX translations in the same way it does under the agreement previously 
approved by the Authority. 
(b) Locai traffic and trunking option should be defined in the same way they are defined 
in the current agreement. 
(c) The same parameters should be applied as those in the existing interconnection 
agreemerd. 
(d) The parties must implement binding forecasts. 

BellSouth Position: 

existing local interconnection arrangements. The purpose of negotiations is to 
incorporate new language, terms and obligations into an interconnection agreement in 
recognition of new technologies, changed circumstances, and changes in applicable law. 
BellSouth has negotiated with ITC^DeltaCom in good faith and will continue to do so in 
an effort to reach a new agreement regarding local interconnection. 

As to Issue 5 as it is phrased, the parties should not continue operating under 

Discuss i l s  

The redrafted Issue 5 ,  as set forth in "1TC"DeltaCom's Position" above includes 

several s:ibtopics. For most of the subtopics, 1TC"DeltaCom sought to continue the 
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language from the 1997 interconnection agreement in the new interconnection agreement 

with regard to these subtopics. Mr. Moses stated that the previous interconnection 

agreement approved by this Commission contained provisions regarding cross-connect 

fee, recordiguration charges or network redesigns, and NXX translations. Mr. Moses also 

testified that the 1997 interconnection agreement defined the terms “local traffic” and 

“trunking options” as well as established parameters to govern routing ITC*DeltaCom’s 

originating traffic and each party’s exchange of transit traffic. With regard to all of these 

items cordained in the 1997 interconnection agreement, Mr. Moses testified that 

ITPDeltaCom desired the same terns as contained in the 1997 interconnection 

agreement. (Moses, Tr. Vol. 2 at 206 -207) While the issue of binding forecasts was not 

included in the previous interconnection agreement, Mr. Moses also stated that the 

Commission should implement a procedure for binding forecasts. (Moses, Tr. Vol. 2 at 

207) Mr. Moses also acknowledged that it was not 1TC“DeltaCom’s position that the 

entire 1937 interconnection agreement be continued but just the issues that the existing 

agreement contained upon which the parties could not agree. (Moses, Tr. Vol. 2 at 208) 

Mr. Varner for BellSouth stated that BellSouth did not want to continue with the 

definition of “local traffic” as contained in the 1997 interconnection agreement. (Vamer, 

Tr. Vol. 2 at 209) Mr. Vamer also testified that the issue of binding forecasts was not 

contained in the 1997 interconnection agreement and further stated that he did not believe 

that BellSouth was obligated to do binding forecasts. (Vamer, Tr. 2 at 21 1) 

With respect to binding forecasts, ITC^DeltaCom desires binding forecasts to 

ensure that BellSouth can provision the capacity that ITC^DeltaCom believes it will need 
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to serve its customers. Mr. Moses proposes that 1TC"DeltaCom enter into a binding 

forecast with BellSouth as part of the interconnection agreement. (Moses, Tr. Vol. 1 at 

148) Such an arrangement would presumably guarantee 1TC"DeltaCom a certain level of 

capacity on BellSouth's network. Additionally, 1TC"DeltaCom would reimburse 

BellSouth's costs even if the capacity were not actually used by 1TC"DeltaCom. (Moses, 

Tr. Vol. 1 at 148) 

Although not required under the Act or by FCC rules, BellSouth testified that it is 

currently analyzing the possibility of providing a service whereby BellSouth commits to 

provisioning the necessary network buildout and support when a CLEC agrees to enter 

into a binding forecast of its traffic requirements. While BellSouth stated that it has not 

yet completed the analysis needed to determine if this is a feasible offering, BellSouth 

testified that it is willing to discuss the specifics of such an arrangement with 

1TC"DeltaCom outside of this arbitration, because the issue is not a part of this 

proceeding. (Varner, Tr. Vol. 1 at 402) 

llpon consideration of this issue, the positions of the parties, and the evidence 

from the record, the Commission concludes that the parties will use the language from 

the 1997 agreement as it relates to the 4 subtopics identified in Issue 5 ,  unless otherwise 

negotiated and agreed between the parties, to the extent that (1) the 1997 contract 

contains language related to these issues, (2) the parties have not agreed to other language 

in the course of their negotiations, and (3) such language is not contrary to any 

Commission or FCC rule or order. including this Order. The Commission will allow the 

limited use of terms from the 1997 interconnection agreement as set forth above, The 
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parties have negotiated for many months on this interconnection agreement, and the 

Commission does not want to infringe upon the agreements that the parties have thus far 

reached. 

Orderinrf Paraprauh: 

Unless otherwise negotiated and agreed between the parties with respect to 

1TC"DeltaCom's restated issues (a), (b), (c), and (d) set forth under the heading of 

"ITC"De1taCom Position" above, the parties will use the language from the 1997 

interconnection agreement as it relates to these four issues, to the extent that (1) the 1997 

contract contains language related to these issues, (2) the parties have not agreed to other 

language in the course of their negotiations, and (3) such language is not contrary to any 

Commission or FCC order, including this Order. 

Issue 6tab: 
Should HellSouth be permitted to impose charges for BellSouth's OSS on 
ITC D eldaC o m? 

1TC"DeltaCom Position: 
BellSouth is not entitled to charge for development costs for OSS. If the 

Commission imposes development charges, such charges should be spread over all end 
user customers. 

BellSouth Position: 

determined in a generic UNE cost proceeding the appropriate OSS rates for 
1TC"DeltaCom or any other CLEC. As determined previously by this Commission, 
under thc Act and the FCC's orders and rules BellSouth is entitled to recover the 
reasonable charges it incurs in developing, providing, and maintaining the interfaces that 
make BellSouth's OSS accessible to CLECs. 

Discussion: 

This issue is not appropriate for arbitration because the Commission has already 

1'K"DeltaCorn contends that compensation for the use of BellSouth's OSS mus 
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be contingent upon filly implemented systems "that are functioning properly " (Wood, 

Tr. Vol. 1 at 320). 1TC"DeltaCom also contends that it is not obligated to compensate 

BellSouth for the development costs incurred in creating BellSouth's CLEC OSS. 

(Wood, Tr .  Vol. 1 at 320) 

I 

I 

Axording to Mr. Wood, requiring CLECs to pay for OSS development would 

constitute a significant barrier to entry. (Wood, Tr. Vol. 1 at 320) 1TC"DeltaCom 

contends that if BellSouth is compensated for the costs it incurs, it has no incentive to 

provide OSS capabilities efficiently and in a nondiscriminatory manner. (Wood, Tr. Vol. 

1 at 322) Mr. Wood proposes that the equitable solution to recovery of OSS costs is that 

each carrier, including ILECs and CLECs, should bear its own costs in developing and 

implemeriting effective and efficient OSS systems. (Wood, Tr. Vol. 1 at 325) 

Additiondly, Mr. Wood asserts that the only truly competitive neutral mechanism for 

recovery of OSS transition costs is for each carrier to be fully responsible for its own 

OSS. Alternatively, Mr. Wood offers that the most competitively neutral mechanism, 

should the Commission conclude that some portion of BellSouth's OSS transition costs 

are to be paid for by the CLECs, would be a per customer charge that includes all retail 

customers in the denominator of the calculation and which amortizes the costs over the 

appropride economic life of the assets. (Wood, Tr. Vol. 1 at 328) 

BellSouth contends that it is entitled, under both the Act and the FCC's orders and 

rules, to recover its costs in providing access to OSS to CLECs. According to BellSouth, 

this issue has been addressed in numerous forums. For example, in AT&T's appeal of 

the Kentucky Commission's decisions on UNE cost rates fiom AT&T's arbitration 

proceeding, the U.S.D.C. for the Eastern District of Kentucky confirmed that BellSouth is 

entitled IO recover its costs for developing operations support systems. (C.A. No. 97-79, 

PAGE 78 
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9/9/98) Tlie District Court’s Order at 16 states: “Because the electronic interfaces will 

only benelit the CLECs, the ILECs, like BellSouth, should not have to subsidize them. 

BellSouth has satisfied the nondiscrimination prong by providing access to network 

elements that is substantially equivalent to the access provided for itself. AT&T is the 

cost- causer, and it should be the one bearing all the costs; there is absolutely nothing 

discriminatory about this concept.” More importantly, BellSouth pointed out that this 

Commission has previously found BellSouth’s OSS cost recovery proposal to be 

consistent with its prior ruling in the AT&T arbitration case (Docket No. 96-358-C) 

which stated that the costs would be shared equitably among all the parties that benefited 

from the interfaces. BellSouth witness Varner testified that the rates that BellSouth 

proposes to charge ITC”DeltaCom, or any other CLEC, for use of OSS in South Carolina 

are the rates adopted by the Commission in its Cost Orders and contained in Exhibit 

AJV-1 to Mr, Varner’s testimony (Hearing Exhibit 10). (Varner, Tr. Vol. 1 at 474). 

BdISouth contends that Mr. Wood’s criticisms of BellSouth’s methodology for 

determining its OSS costs are without merit. According to BellSouth, this Commission 

has already addressed the validity of the OSS costs in its Cost Orders. Mr. Varner 

testified that Mr. Wood ignores the fact that the costs BellSouth presented in the Generic 

UNE Cost docket reflect only those costs directly attributable to establishing interfaces 

for use by CLECs. According to BellSouth, Mr. Wood’s statement on page 13 of his 

testimony that “the new OSS implemented by BellSouth will benefit its own retail 

customer;” is simply false. These interfaces are merely another layer to an existing 

legacy system, not an improvement to that legacy system. Thus, the OSS development 

and improvement can only benefit the CLEC. (Varner, Tt. Vol. 1 at 475) 

Moreover, Dr. Taylor contends on behalf of BellSouth that Mr. Wood’s analysis 
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is impropcr because it ignores the economic principle of cost causation. According to Dr. 

Taylor, cost causation determines the source of a cost and assesses charges on that source 

for effecting full cost recovery. Because BellSouth has had to develop OSS for use by 

other carriers, then those other camers should be responsible for recovery of the 

additional OSS-related costs caused directly by them. Any failure to charge those other 

users of BellSouth's OSS for the additional OSS costs they cause - especially costs to 

develop O S S  - would only generate perverse incentives and encourage inefficient 

behavior I>y the users. Dr. Taylor testified that if cost causation principles are not 

applied, entrants will demand excessively capital-intensive systems, and costs to 

telecommunications users will be higher than necessary. (Taylor, Tr. Vol. 1 at 537-39) 

BellSouth contends that the Commission should reaffirm its previous holdings 

that BellSouth is entitled to recover its OSS development costs from the cost-causer - 

namely, the CLECs for whom the interfaces were developed. According to BellSouth, 

such an action is consistent with the Act and with FCC orders and rules. 

Upon consideration of this issue, the positions of the parties, and the evidence 

from the hearing, the Commission finds that its previously issued Cost Orders in Docket 

No. 97-3?4-C are controlling. The Cornmission finds that its previously approved UNE 

rates should apply to the new interconnection agreement. This arbitration proceeding is 

not the proper forum for challenging UNE rates previously established. Moreover. under 

the principles of cost causation, the costs incurred in developing CLEC OSS should be 

recoverec. from the cost- causer - namely, the CLEC. 

Orderinrr ParagraDh: 

The interconnection agreement shall incorporate rates for OSS as established by 
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Order No. ‘?8-2 14 (June 1, 1998) in Docket No. 97-374-C. This Commission affirms its 

previous ruling that BellSouth is entitled to recover its OSS development costs, as well as 

costs incured in the use of the OSS, from ITC”DeltaCom, and other CLECs who utilize 

the OSS. 

Issue 6(bl:. 
What are the appropriate recurring and non-recurring rates and charges for: 

(a) two-wire ADSLMDSL compatible loops? 
(b) four-wire ADSL/HDSL compatible loops? 
(c) two-wire SL1 loops? 
(d) two-wire SL2 loops? 
(e) two-wire SL2 Order Coordination for Specified Conversion Time? 

1TC”DePtaCom Position: 

the referenced items that will be FCC compliant TELRIC rates. 
ITC*DeltaCom contends that the Commission needs to set new rates for each of 

BellSouth Position: 
This issue is not appropriate for arbitration because this Commission has 

previously determined rates for the referenced items in a generic UNE cost proceeding. 
The UNE rates adopted by this Commission should be the rates incorporated into the 
parties’ interconnection agreement. The exception to this position is for item (b), four- 
wire ADSLMDSL compatible loops, because the ADSL functionality is not applicable to 
four-wire loops. 

DiscussioE 

1TC”DeltaCom contends that the Commission needs to establish new rates for the 

specified elements because the rates the Commission established in Docket No. 97-374-C 

are not FCC compliant TELRIC cost studies. (Wood, Tr. Vol. 1 at 347 - 348) Mr. Wood 

contends that because the cost studies were adopted while the FCC pricing rules were 

vacated, the studies are not compliant with the FCC’s cost methodology. (Wood, Tr. Vol. 

1 at 349) Mr. Wood contends that “[a]s a result of the reinstatement of the FCC rules, 
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certain inputs, assumptions, and methodologies inherent in the BellSouth cost studies do 

not comply with the current law" (Wood, Tr. Vol. 1 at 350) 

BellSouth contends that Issue 6(b) is one of several issues in this proceeding that 

does not need to be arbitrated because the Commission has already decided the issues. 

According to Mr. Varner, the appropriate rates for the UNEs identified by 

1TC"DeltrCom are the rates specified in the Commission's cost orders. (Varner, Tr. Vol. 

1 at 476) BellSouth contends that an arbitration proceeding is not the appropriate place 

for a single CLEC to challenge the rates that were established in a generic, open cost 

proceeding. The Commission simply should adopt the rates established in its generic cost 

proceedins, and order that the parties incorporate such rates into the agreement. 

1TC"DeltaCom challenges the rates established by the Commission on the 

grounds that the rates are not TELRIC-based rates. BellSouth contends that despite Mr. 

Wood's e.utensive testimony on the subject, he produced no evidence to contradict Ms. 

Caldwell's testimony that the studies BellSouth presented in conjunction with the 

Commiss:.on's cost proceeding were FCC-compliant TELRIC cost studies. Mr. Wood 

criticized the studies because they did not provide for geographic deaveraging of rates. 

(Wood, Tr. Vol. 2 at 232) BellSouth contends that this criticism is irrelevant because the 

FCC has stayed the implementation of geographic deaveraging until after the 

implementation of universal service and thus geographic deaveraging is not required at 

this point in time. According to BellSouth, until the FCC reinstates the geographic 

deaveraging requirement, there is no obligation for BellSouth, or this Commission, to 

deaverage cost studies or rates. BellSouth contends that there is no reason for the 
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Commission to alter its finding in the cost proceeding that “BellSouth has submitted 

detailed cost studies, which we believe, as modified, comply with all applicable legal 

standards .” (Caldwell, Tr. Vol. 1 at 568) 

11’C”DeltaCom witness, Mr. Moses, challenged BellSouth’s nonrecurring charge 

for ADSl, compatible loops. BellSouth contends that Mr. Moses’ position was based on 

a fundamental misunderstanding of the difference between ADSL wholesale service and 

ADSL ccimpatible loops. (Vamer, Tr. Vol. 1 at 476) Mr. Vamer explained BellSouth’s 

ADSL of’ferings as follows: BellSouth’s ADSL service, contained in BellSouth’s FCC 

Tariff No. 1, is a non-designed interstate transport service which is an overlay to the 

customer’s existing service, Le., basic residence or business service, which the customer 

orders and pays for separately. ADSL service provides the ability to offer high-speed 

data service over the same line that is used to provide an existing end user’s basic local 

exchange service. It is offered on a wholesale basis typically to Internet Service 

Provider:; (“ISPs”). These ISPs in turn resell the service to end users and charge the end 

users for the high speed data access. For example, BellSouth.net has one ADSL service 

option fcr which it charges $59.95 per monthplus an installation charge of $199.00. The 

end user obtains voice grade basic local exchange service, vertical features, and access to 

toll services from BellSouth or from a reseller of BellSouth’s basic local service. 

(Varner, Tr. Vol. 1 at 477) 

hlr. Varner further testified that by comparison, an ADSL compatible loop is a 

connection from the BellSouth wire center to the end user’s premises that is technically 

capable of providing both ADSL and basic local exchange service. This loop is an 

http://BellSouth.net
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unbundled capability sold to a CLEC. The CLEC generally installs equipment in 

BellSouth’s central office to provide the voice and data service over this loop. A CLEC 

utilizing im ADSL compatible loop would provide its end user with basic local exchange 

service, vertical features, access to toll service, and ADSL service. It is also important to 

note that a CLEC’s purchase of an ADSL compatible loop ensures that the loop will 

remain ADSL compatible. With BellSouth’s wholesale ADSL service, there is a 

possibility that certain network reconfigurations could cause the line to lose its ability to 

support ADSL service. (Vamer, Tr. Vol. 1 at 477-78) 

Vir. Vamer contended that the $100 installation charge to which Mr. Moses 

referred is for overlaying ADSL tariffed service onto the customer’s existing service. 

That charge, according to BellSouth, does not represent installation of an additional 

physical facility. The cost-based non-recurring price for the ADSL compatible loop 

recovers the cost associated with service inquiry, service order, engineering, connect and 

test, and travel activities. Because ADSL compatible loops are designed, they require 

production of a Design Layout Record (DLR), as well as involvement of special services 

work groups. ADSL service does not generally require a premises visit unless the 

Network Interface Device (‘“ID”) needs to be replaced. By comparison, the ADSL 

compatible loop offering always requires a designed physical loop facility and always 

requires dispatch of a BellSouth technician to the customer’s premises. (Varner, Tr. Vol. 

1 at 478) 

B ellSouth contends that ITPDeltaCom has inappropriately attempted to 

represeni: one rate element of BellSouth’s wholesale ADSL tariff offering as an exact I 
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substitute for the nonrecurring installation rate for an ADSL compatible loop. This is an 

“apples to oranges” comparison, according to BellSouth. Based on the information 

presented above, BellSouth requested that the Commission require that 1TC”DeltaCom 

purchase ADSL compatible loops at the cost-based rates specified in the Commission’s 

Cost Orders as shown on Exhibit AJV-1 to Mr. Varner’s testimony (Hearing Exhibit 

#lo). 

BellSouth contends that the studies adopted by the Commission in Docket No. 97- 

374-C were FCC-compliant TELRIC studies. Mr. Varner testified that the Commission, 

therefore, should order that the parties adopt the rates set for the identified elements in the 

generic cost proceeding and incorporate such rates into the interconnection’agreement. 

Upon consideration of this issue and the positions of the parties, the Commission 

finds that its previously issued Costs Orders in Docket No. 97-374-C are controlling. The 

Commiss:.on finds that its previously approved UNE rates should apply to the new 

interconnzction agreement. This arbitration proceeding is not the proper forum for 

challenging W E  rates previously established. The Commission finds that the rates in 

Docket No. 97-374-C were derived using TELRIC cost methodology and thus are 

appropriate. 

Orderinn: ParaEraDh; 

The Commission finds that the rates previously established in Docket No. 97-374- 

C are appropriate and should be utilized in the instant proceeding. The interconnection 

agreement shall incorporate the rates established in Docket No. 97-374-C for each of the 

identified elements. 
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Issue 6(ck 
Should HellSouth be permitted to charge 1TC"DeltaCom a disconnection charge 
when BellSouth does not incur any costs associated with such disconnection? 

1TC"DeltaCom Position: 

there should be no charge for disconnection. 
BellSouth does not incur any costs associated with disconnection and therefore 

BellSouth Position: 
This issue is not appropriate for arbitration because this Commission has 

previously determined, in its generic UNE cost proceeding, that the disconnect costs 
which art: included in the nonrecurring rates, are appropriate. BellSouth should recover 
disconnection costs in cases in which it incurs costs associated with disconnection. 

Discussit& 

I'.'C"DeltaCorn contends that BellSouth is not entitled to charge an up-front 

disconne,:tion charge when no physical disconnection of facilities occurs. (Wood, Tr. 

Vol. 1 at 335) Mr. Wood also contended that BellSouth should not charge a disconnect 

charge when the customer selects another local provider because "the disconnect from the 

initial local service provider and the connect to the new local service provider are a single 

activity." (Wood, Tr. Vol. 1 at 335) 

BellSouth contends that 1TC"DeltaCom is burdening this Commission with an 

issue tha: the Commission has already decided. BellSouth testified that in Docket No. 

97-3744:  (the generic UNE cost proceeding), the Commission made a decision on 

disconnect costs, the precise question 1TC"DeltaCom is raising in Issue 6(c). According 

to BellSouth, the Commission allowed BellSouth to recover its disconnect costs in the 

initial in:;tallation price of the UNE, just as an end user customer pays for disconnect 

costs in the installation price of a BellSouth retail service. BellSouth contends that Mr. 
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1TC"Del:aCom apparently did not deem the issue important enough to participate in the 

UNE cost proceeding where this decision and other UNE pricing decisions were made. 

(Varner, Tr. Vol. 1 at 478-479; Caldwell, Tr. Vol. 1 at 566-67) 

BellSouth testified that the Commission's decision on disconnect costs was the 

right decision. According to BellSouth, i t  incurs costs to disconnect services provided to 

CLECs, and it is appropriate to recover those costs in prices charged to CLECs. Any 

applicab .e costs to disconnect UNEs are included in the rates adopted by the Commission 

in its Cost Orders and are reflected in the rates contained in Exhibit AJV-1 to Mr. 

Vamer's testimony (Hearing Exhibit #IO). 

Upon consideration of this issue and the positions of the parties, the Commission 

finds that its previous Costs Orders in Docket No. 97-374-C are controlling. The 

Commission finds that its previously approved UNE rates should apply to the new 

interconnection agreement. In Docket No, 97-374-C, the Commission, in establishing the 

installation price of the UNE, found it appropriate to allow recovery of the disconnect 

costs. The Commission does not believe that the present arbitration proceeding is the 

proper forurn for challenging UNE rates previously established. The Commission finds 

that the .rates in Docket No. 97-374-C were derived using TELRIC cost methodology and 

thus are appropriate. 

Ordering ParaEraDh: 

BellSouth is entitled to charge 1TC"DeltaCom a disconnection charge in cases in 

which BellSouth incurs costs associated with such disconnection. Any applicable costs 
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to discornect U N E s  are included in the rates adopted by the Commission in Docket No. 

97-3744: and should be incorporated into the parties' interconnection agreement. 

Issue 6ltl): 
What should be the appropriate recurring and nonrecurring charges for cageless 
and shared collocation in light of the recent FCC Advanced Services Order No. FCC 
99-48, issued March 31,1999, in Docket No. CC 98-147? 

1TC"DeltaCorn Position: 
Lhti l  BellSouth produces, and the Commission adopts, the results of a cost study 

for cageless collocation consistent with the FCC's TELRIC pricing rules, interim rates 
should b 2 based on BellSouth's rates for virtual collocation with appropriate adjustments 
to remove costs associated with installation, maintenance and repair of 1TC"DeltaCom's 
equipment. 

BellSouth Position: 

UNE cost proceeding) the recurring and nonrecurring rates that are applicable for 
physical collocation, which are the same rates applicable to cageless and shared 
collocatim. Thus, with respect to these previously determined rates, there is no need for 
further review. There are, however, some additional collocation elements that 
1TC"Del taCom may request for such collocation: specifically, fiber cross-connects and 
fiber point of termination ("POT") bays. BellSouth has submitted cost studies and 
proposed rates for these elements, consistent with the Commission's Order in Docket No. 
97-3744:. Finally, BellSouth is also proposing an interim rate for card key security 
access tc collocation space, until such time as permanent rates can be established. 

?he Commission has previously determined, in Docket No. 97-374-C (generic 

Discussion: 

1'TC"DeltaCom contends that BellSouth does not have rates for cageless and 

shared collocation. (Wood, Tr. Vol. 1 at 329) Thus, 1TC"DeltaCom contends that until 

appropriate rates are adopted, BellSouth should use BellSouth's rates for virtual 

collocation with appropriate adjustments to remove costs associated with installation, 

maintenimce and repair of 1TC"DeltaCom's equipment. (Wood, Tr. Vol. 1 at 329-330) 
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BellSouth contends that the Commission adopted rat s for ph lsical collocation in 

Docket No. 97-374-C. According to BellSouth, BellSouth’s physical collocation rates, as 

established by the Commission, appropriately apply to physical collocation whether an 

arrangement is enclosed (caged) or unenclosed (cageless) or whether collocation is 

shared. Mr. Vamer testified that rates have been established for floor space on a per 

square foot basis and for power on a per amp basis. Cross-connect charges apply on a per 

connection basis, and entrance cable installation charges apply only if the CLEC requests 

such installation. Because BellSouth structured the physical collocation elements in such 

a manner, BellSouth contends that all of the piece parts required for cageless collocation 

have estatmlished rates. (Varner, Tr. Vol. 1 at 480) 

BellSouth further testified that since Docket No. 97-374-C, CLECs have 

requested additional elements related to physical collocation, specifically wire cages and 

fiber cros!;-connects. BellSouth witness Varner explained that BellSouth did cost studies 

for these rates consistent with the Commission’s cost orders in the generic UNE cost 

proceeding. (Varner, Tr. Vol. 1 at 480) According to BellSouth witness Ms. Caldwell, 

the cost studies presented by BellSouth reflect both recumng and nonrecumng costs. 

Recurring costs include both capital and non-capital costs. Capital costs are associated 

with the purchase of an item of plant, i.e. an investment. They consist of depreciation, 

cost of money, and income tax. Non-capital recumng costs are expenses associated with 

the use of an investment. These operating expenses consist of plant-specific expenses, 

such as maintenance, ad valorem taxes and gross receipts taxes. Nonrecurring costs are 

one-time expenses associated with provisioning, installing and disconnecting network 
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capabilit).. These costs typically include five major categories of activity: service 

inquiries, service order, engineering, connect and test, and technician time. (Caldwell, 

Tr. Vol. 1 at 565) 

Ms. Caldwell testified that the Commission should accept BellSouth’s cost studies 

because t l e  methodology is identical to that adopted by the Commission in the generic 

UNE COSI. proceeding. In that proceeding the Commission ruled that “BellSouth has 

submitted detailed cost studies, which we believe, as modified, comply with all 

applicabl: legal standards.” (Order, Docket No. 97-374-C, at 40) Contrary to 

1TC”DeltaCom’s position, Ms. Caldwell explained, the recent Supreme Court ruling does 

not alter 1 he appropriateness of BellSouth’s cost studies, because BellSouth adhered to 

the guidelines of a TELRIC study when it filed its cost studies in Docket No. 97-374-C. 

Specifically, Ms. Caldwell testified that BellSouth adhered to the following guidelines 

which arc: still in place: 

Costs should reflect forward-looking network architecture, engineering and materials 

and equipment; 

Costs should be developed individually for each unbundled network element; 

0 Costs should be based on the particular materials, equipment, and installation 

requirements associated with provisioning a specific unbundled network element, to 

the g-eatest extent possible; 

0 Costs should be developed on state-specific characteristics and data; 

0 Costs should be complete, reflecting the full costs of installation as well as the inclusion 

of shared and common costs. (Caldwell, Tr. Vol. 1 at 568-69) 
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M.oreover, according to Ms. Caldwell, BellSouth incorporated the adjustments to 

BellSouth’s inputs that the Commission ordered in Docket No. 97-374-C. BellSouth 

utilized a 10.86% cost of capital, the approved depreciation rates, and the Commission’s 

4.79% common cost factor. Furthermore, BellSouth used the adjusted fall-out factors of 

5%. ‘Thus, BellSouth contends that the cost studies filed by BellSouth in this proceeding 

comport with the adjustments the Commission ordered in the cost proceeding. (Caldwell, 

Tr. Vol. 1 at 570-71) 

Additionally, Mr. Vamer testified that it is necessary for BellSouth to offer an 

interim rate for Security Access System in order to meet the requirements of the FCC’s 

recent Aclvanced Services Order as it relates to the provision of collocation. The 

Commission is aware that this security offering is an optional feature that the FCC has 

required. According to Mr. Vamer, BellSouth proposes an interim rate, subject to true-up, 

equal to the rate approved by the Florida Public Service Commission on April 29, 1998, 

for Physical Collocation - Security Access System until a cost study for South Carolina 

can be completed. The proposed interim rate is contained in Exhibit AJV-1 (Hearing 

Exhibit No. 10). (Varner, Tr. Vol. 1 at 480) 

Fox these reasons, BellSouth contends that the commission should order the 

parties to adopt the rates for physical collocation previously established by the 

Commission in Docket No. 97-374-C for cageless and shared collocation. Moreover, 

BellSouth contends that the Commission should adopt the rates for wire cages and fiber 

cross connects proposed by BellSouth in this proceeding as well as adopt the interim rate 

proposed for Security Access. Finally, BellSouth contends that the Commission should 
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adopt for Security Access System an interim rate, subject to true-up, equal to the rate 

approved by the Florida Public Service Commission on April 29, 1998, for Physical 

Col1ocati.m - Security Access System until a cost study for South Carolina can be 

completed. 

U?on consideration of this issue and the positions of the parties, the Commission 

finds it appropriate to use the elements of physical collocation established in Docket No. 

97-374-C as the rates for cageless and shared collocation. The Commission finds these 

rates apply to physical collocation whether the collocation arrangement is caged or 

cageless or whether the collocation is shared as the rates have been established for floor 

space on -1 square foot basis and for power on a per amp basis. Further, the Commission 

finds that the rates proposed for wire cages and fiber cross connects should be approved 

as these cites were calculated using cost studies with methodology identical to that 

adopted by the Commission in the generic UNE cost proceeding. The Commission has 

previousl:/ found these studies to be TELRIC cost studies that comply with all federal and 

state regulations and orders. The Commission also finds the interim rate proposed by 

BellSouth for the Security Access System to be reasonable and adopts the interim rate, 

subject to true-up upon completion of a cost study for South Carolina. 

Orderine ParaPraDh: 

The parties shall adopt the rates for the elements of physical collocation 

previously/ established by this Commission in Docket No. 97-374-C as the rates for 

cageless and shared collocation, and shall incorporate such rates into the parties’ 

interconnection agreement. The parties shall also adopt BellSouth’s proposed rates for 
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wire cages and fiber cross connects. Further for Security Access System, the parties shall 

utilize as an interim rate, subject to true-up upon completion of a cost study for South 

Carolina, the rate approved by the Florida Public Service Commission on April 29, 1998, 

for Physical Collocation - Security Access System. 

Issue 6(el: 
Should BellSouth be permitted to charge for 1TC"DeltaCom conversions of 
customers from resale to unbundled network elements? If so, what is the 
appropriate charge? 

1TC"DeltaCom Position: 

unbundled element or service and assign such unbundled element or service to 
ITC^Delta.Com with no penalties, rollover, termination or conversion charges to 
ITC^Delta.Com or the customer. 

BellSouth should be required to convert a customer's bundled local service to an 

BellSou th Position : 

customer liom resale to UNEs at no cost. BellSouth is entitled to recover its reasonable 
costs if it performs this function. More importantly, ITC^DeltaCorn, and other CLECs, 
should not be permitted to convert resale service to UNEs because this conversion would 
in essence require BellSouth to provide a combination of UNEs, which the Act does not 
obligate it to provide. Moreover, the UNEs that ILECs must provide on an individual, 
much less combined basis will not be defined until the FCC all parts of completes its 
Rule 3 19 proceeding. 

BellSouth is not obligated under the Act or FCC rules to convert a CLEC's 

Discussion: 

1TC"DeltaCom contends that it is entitled to convert any services it purchased as 

resale s enkes  to individual UNEs for no charge. (Wood, Tr. Vol. 2 at 255 - 256) 

ITC^Delte.Com further contends that if BellSouth is permitted to charge for this 

conversion, the rate must be cost-based. (Wood, Tr. Vol. 2 at 255)  BellSouth contends 

that contrzy to what 1TC"DeltaCom is seeking in this proceeding, a CLEC cannot 

convert re ;ale service to individual UNEs; rather, the resale service would be converted 

http://ITC^Delta.Com
http://ITC^Delta.Com
http://ITC^Delte.Com
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to a combInarion of UNEs. BellSouth contends that it is not obligated under the Act to 

combine I N S  for CLECs at the sum of the individual UNE prices. According to 

BellSouth, converting resale to combined UNEs at the sum of the UNE prices simply 

would be an end run around the Act’s division between resale and U N E s  and would 

create an anjustified windfall for the CLEC. (Varner, Tr. Vol. 1 at 481) After the Rule 

3 19 proceeding,’ when the individuai UNEs are defined, resold services that are 

converted to UNE combinations will, by definition, recreate a BellSouth retail service. 

Accordin.; to BellSouth, UNE combinations that replicate resale should be priced at 

resale rates. In summary, Mr. Varner testified that if ITC DeltaCom wants “individual 

UNEs, thcy could buy them. There’s no such thing as converting in that case.” (Varner, 

Tr. Vol. 2 at 258) 

Upon consideration of this issue and the positions of the parties, the Commission 

conclude:; that there may be instances where a customer may be properly converted from 

resale to UNE based platform. When such a conversion occurs, there may, or may not, 

be network changes associated with the conversion. BellSouth is entitled to recover its 

reasonabi e costs incurred in converting the customer from resale to unbundled network 

elements Where there are no network changes associated with the conversion, the 

Commiss.ion is aware that there may be administrative costs for which BellSouth is 

entitled to recovery. Therefore, BellSouth should be allowed to recover administrative 

costs associated with a conversion where no network changes are required. If a 

’ The Commission is aware of the FCC’s September 5, 1999, press release on the Rule 319 proceeding. 
The FCC’5 written order may impact this proceeding. 
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-- 

conversion requires network changes, BellSouth should be allowed recovery of the costs 

associatec. with those network changes. 

Orderinp ParaPraDh: 

If  1TC"DeltaCom converts customers from resale to unbundled network elements 

and if no :letwork changes are required, BellSouth should be allowed to recover its 

administrative costs associated with that conversion. If 1TC"DeltaCom converts 

customers from resale to unbundled network elements and if network changes are 

required to make the conversion, BellSouth shall be allowed to recover the costs for the 

network changes. 

Issue 7bMiik 
What procedures should be adopted for meet point billing? 

1TC"DeltaCom Position: 
MECAB and MECAD methods do not require 1TC"DeltaCom to file NECA FCC Tariff 
No. 4 and thus 1TC"DeltaCorn should not be required to accept BellSouth's proposed 
default meet point billing parameters. 

BellSouth Position: 
BellSouth seeks to have 1TC"DeltaCom conform with the standard industry procedures, 

to the extent possible, that have been in place for ILECs and IXCs since 1986. These 
procedurcs are documented in the Multiple Exchange Carrier Access Billing ("MECAB") 
and Multiple Exchange Carrier Ordering Document ("MECOD')), each of which was 
developed by the Ordering and Billing Forum ("OBF") and are contained in the OBF 
Guidelincs. 

Alternatively, BellSouth proposes that default parameters be used in lieu of the 
National Exchange Carriers Association ("NECA") FCC Tariff No. 4 which is the 
foundaticm for the MECAB and MECOD methods. Under this proposal, all meet point 
arrangements will be billed on a multi-tariff, multi-bill method with the border 
intercomection percentage ("BIP") fixed at 95% BellSouth and 5% 1TC"DeltaCom. The 
interim method would be discontinued once 1TC"DeltaCom becomes a member of 
NECA and begins to use the NECA infrastructure (e.g. MECAB and MECOD methods) 
or when the industry develops a (better) alternative solution. 
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Discussios 

The parties agree that the only issue regarding meet point billing that remains 

between the parties is the means by which the parties will notify other interconnecting 

companies of the meet point billing arrangements made between BellSouth and 

1TC"DeltaCom. Meet point billing arrangements are the means by which companies 

inform ot 3er interconnecting camers of the terms of the companies' interconnection 

arrangemxt. In other words, if both BellSouth and 1TC"DeltaCom are providing 

services t 3 AT&T, AT&T needs a means by which it can verify its bill for those services 

and confirm the division of services between 1TC"DeltaCom and BellSouth. (Scollard, 

Tr. Vol. 1 at 597-98) Over the years, the industry has used the infrastructure surrounding 

the NECA FCC Tariff No. 4 to provide the requisite information. (Scollard, Tr. Vol. 1 at 

598) 

I1'C"DeltaCom contends that it  should not be required to become a member of 

NECA in order to conduct meet point billing. 1TC"DeltaCom contends such an 

arrangement is not necessary because 1TC"DeltaCom does not jointly provide dedicated 

facilities with BellSouth. (Moses, Tr. Vol. 2 at 264) BellSouth contends that 

1TC"DellaCom's proposal is unworkable because the relevant issue is how a third party 

will find out the terms of the arrangement between BellSouth and 1TC"DeltaCom; the 

terms of .:he actual arrangement between BellSouth and 1TC"DeltaCom are irrelevant to 

this issue. (Scollard, Tr. Vol. 2 at 265) According to BellSouth, the MECAB and 

MECOD methods are based on the industry guidelines and will efficiently handle the 

information needs of all impacted companies. BellSouth believes that 1TC"DeltaCom's 
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refusal to become a member of NECA will create a myriad of administrative 

complications. In an effort to compromise, however, BellSouth has proposed to 

ITC"Delta2om an interim arrangement that can be used in lieu of NECA processes. As 

explained hy BellSouth witness Scollard, under this proposal all meet point arrangements 

will be billed based on a multi-tariff, multi-bill method with the border interconnection 

percentage ("BIP") fixed at 95% BellSouth and 5% ITPDeltaCom. Under this proposal, 

all impackd companies will have a reasonable opportunity to have the information 

necessary 1.0 validate the bills received from both BellSouth and 1TC"DeltaCom. 

BellSouth testified that this interim method would be discontinued once 1TC"DeltaCom 

begins to c.se the NECA infrastructure or when the industry develops an alternative 

solution. (Scollard, Tr. Vol. 1 at 598-99) 

Be ]South contends that 1TC"DeltaCom's refusal to conform to industry practice 

will not ju:;t impact its relationship with BellSouth, but will impact the business of all the 

carriers who do business with both BellSouth and 1TC"DeltaCom. For these reasons, 

BellSouth asked the Commission to order 1TC"DeltaCom to accept BellSouth's 

proposals for meet point billing. 

Upon consideration of this issue and the positions of the parties, the Commission 

finds that meet point billing is not necessary. The record establishes that 1TC"DeltaCom 

provides 100% of the transport facilities to the BellSouth tandem. Therefore, the meet 

point billing percentage is 100% 1TC"DeltaCom and 0% BellSouth. Thus the 

Commissim concludes there is no need to adopt procedures for transport meet point 

billing in the interconnection agreement. 
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Orderine ParaeraDh: 

The Commission finds that there is no need to file meet point billing percentage. 

Since 1TC"DeltaCom provides 100% of the transport facilities to the BellSouth tandem, 

there is nci need to adopt meet point billing procedures in the interconnection agreement. 

Issue 7(b'rtivk 
Which party should be required to pay for the Percent Local Usage (PLU) and 
Percent Interstate Usage (PIU) audit, in the event such audit reveals that either 
party was found to have overstated the PLU or PIU by 20 percentage points or 
more? 

1TC"DeltaCom Position: 
The party seeking the audit should pay under all circumstances. 

BellSouth Position: 
BellSouth agrees that the party requesting an audit should be responsible for the 

costs of the audit, except in the event the audit reveals that either party is found to have 
overstated the PLU or PTU by 20 percentage points or more, in which case that party 
should be required to reimburse the other party for the costs of the audit. This proposal 
does not constitute a penalty because &he costs are those actually incurred in performing 
the audit. 

Discussiccn: 

1'I'C"DeltaCom contends that in all cases, the party that requests an audit should 

be the party that pays for the audit. (Rozycki, Tr. Vol. 2 at 267) BellSouth contends that 

a party who overstates the PLU or PIU by 20 percentage points or more should pay for 

the cost c.f the audit. (Varner, Tr. Vol. 2 at 268) BellSouth contends that its proposal is 

supported by industry practice. Mr. Vamer testified that PLU and PIU reporting are an 

integral part of parties' interconnection with one another's networks, and is done 

essentially on the honor system. In an ideal world, according to BellSouth, neither party 

would need to audit the reports of the other. BellSouth contends that if, however, one 
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party overstates PLU or PIU by more than 20 percentage points, questions about 

reliability and good faith are raised. In those circumstances, according to BellSouth, 

audits will need to be conducted and costs will be incurred. BellSouth testified that those 

costs should be paid by the cost causer, Le. the party that overstates the PLU or PIU. 

BellSouth contends that this proposal is not, as 1TC"DeltaCom contends, akin to a 

penalty provision because BellSouth is proposing only that actual costs incurred be 

reimbursed. Mr. Vamer testified that BellSouth is not seeking to impose a deterrent in 

the form of a punitive payment on 1TC"DeltaCom. (Varner, Tr. Vol. 1 at 482) Thus, 

according to BellSouth, its proposal is not improper. 

Upon consideration of this issue and the positions of the parties, the Commission 

concludes that the position espoused by BellSouth is reasonable. The Commission finds it 

reasonable that the party which requests the audit to pay for the audit. Furthermore, the 

Commission concludes that the provision that requires a party who overstates the PLU or 

PIU by more than 20 percentage points to be fair and reasonable in light of the fact that 

PLU and PIU reporting is done so on the honor system. The Commission finds that this 

position is not a penalty provision for poor performance as suggested by ITC^DeltaCom. 

This position of requiring a party who overstates the PLU or PIU by more than twenty 

percentage points is not intended as punitive but is intended to encourage the parties to 

accurately and honestly make their accounting reports. 
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Orderine ParaPraDh: 

Tl-.e Commission orders that the party seeking the audit of PLU or PIU reporting 

will pay t i r  the audit, except that if the audited party is found to have overstated the PLU 

or PIU by 20 percentage points or more, the audited party will pay for the audit. 

Issue 8(b'i: 
Should the losing party to an enforcement proceeding or proceeding for breach of 
the interconnection agreement be required to pay the costs of such litigation? 

1TC"DelcaCom Position: 
Tt,e losing party to an enforcement proceeding or proceeding for breach of the 

interconncction agreement should pay the costs of such litigation to ensure that frivolous 
lawsuits are not brought and to deter BellSouth from gaming the regulatory process by 
forcing 1T'C"DeltaCom to bring enforcement actions at its own expense. 

BellSouth Position: 
This issue is not appropriate for arbitration. The Act does not address, much less 

discuss, fee provisions. There is no statutory obligation for BellSouth to agree to a "loser 
pays" arrengement, and thus the issue should not be arbitrated. Moreover, the inclusion 
of a "loser pays" provision would have a chilling effect on both parties to the agreement 
to the exttmt that even meritorious claims may not be filed. 

Discussion: 

1TC"DeltaCom contends that the agreement should include an attorneys' fee 

provision that obligates the losing party in an enforcement proceeding to pay the fees of 

the prevailing party. (Rozycki, Tr. Vol. 2 at 270) Mr. Rozycki stated that a "loser pays" 

provision will prevent a party from filing hvolous lawsuits or complaints. (Rozycki, Tr. 

Vol. 2 at 270) According to BellSouth, a "loser pays" provision would have a chilling 

effect on claims before state commissions. BellSouth believes that with the current 

uncertainty in the regulatory and legal landscape, there are often questions of 

interpretation and enforcement in which state commissions should be involved. (Varner, 
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Tr. Vol. 2 at 271) Moreover, according to BellSouth, often there is no clear winner or 

loser in regulatory proceedings, so that a “loser pays” provision would in all likelihood 

do no more than generate additional litigation over who should pay the attorneys’ fees. 

(Varner, ‘Tr. Vol. 1 at 483-4) 

BellSouth states that it will agree to appropriate language regarding jurisdictional 

issues that would allow the parties to seek damages under the Agreement fiom the courts. 

BellSouth contends that the parties should agree at the time they execute the 

interconnection agreement the forum in which disputes will be resolved. Such language 

is standard contract language which gives the parties certainty as to how and where 

disputes will be resolved. As explained by Mr. Varner, these provisions help prevent the 

potential for “forum shopping” as well as the potential for inconsistent decisions under 

the agreement. (Varner, Tr. Vol. 1 at 483-4) e 
Upon consideration of this issue and the positions of the parties, the Commission 

finds that a form of the “loser pays” provision should be included. Therefore, the 

Commission concludes that the proper “loser pays” provision should include language 

that the “loser pays” only in those cases where the outcome is clear and there is a clear 

winner in the proceeding. The Commission believes that the provision as adopted herein 

will have the desired effect of thwarting frkolous litigation but will not have the chilling 

effect on claims before state commissions as suggested by BellSouth. 
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Orderine ParaeraDh: 

The Commission directs the parties to include a "loser pays" provision in the 

interconnection agreement, but the provision should include the caveat that the "loser 

pays" only in those cases where the outcome is clear and there is a clear winner and loser. 

Issue 8te): 
Should hnguage covering tax liability be included in the interconnection agreement, 
and if so., should that language simply state that each Party is responsible for its own 
tax liability? 

1TC"DeltaCom Position: 
Language covering tax liability is not necessary in the interconnection agreement. 

If such language must be included, the language should specify that the parties implement 
the contract consistent with applicable tax laws. Each party should bear its own tax 
liability. 

BellSouth Position: 

not subject to arbitration under Section 252 of the Act. If the Commission chooses to 
address tnis issue, the Commission should order that the parties include language in the 
agreement that clearly defines the respective duties of each party in the handling of tax 
issues 

Tax issues are not addressed in Sections 251 or 252 of the Act. Thus, this issue is 

Discussioo: 

I'TC^DeltaCom contends that it is unnecessary to have tax language in the 

interconnection agreement. (Rozycki, Tr. Vol. 2 at 272) It further contends that if the 

Commission deems such language appropriate, the language should be simple and require 

only that each party should obey all applicable tax laws and bear its own tax liability. 

BellSouth contends that neither Sections 251 nor 252 of the Act address tax liability and 

that consequently, this issue should be left to negotiation by the parties and should not be 

arbitrated. BellSouth contends that if the Commission chooses to address this issue, it 



I 

DOCKET.: NO. 1999-259-C - ORDER NO. 1999-690 
OCTOBER 4, 1999 
PAGE IC9 

should order the parties to include language in the agreement that clearly defines the 

respective duties and obligations of each party with respect to tax issues. (Varner, Tr. 

Vol. 2 at 273) BellSouth contends that its proposed tax language is based on its 

experienc:es with tax matters and liability issues in connection with the parties' 

obligatiolis under interconnection agreements. 

Upon consideration of this issue and the positions of the parties, the Commission 

conc1ude.s that each party should be responsible for its own tax liability. The Commission 

believes i.hat tax liability should be assessed outside the interconnection agreement, but if 

the parties desire a provision in the interconnection agreement, the provision should 

simply provide that each party will be responsible for its own tax liability. 

The Commission orders that a provision regarding tax liability in the 

interconr.ection agreement, if any, should simply require each party to be responsible for 

its own tax liability. 

Issue 8ff): 
Should HellSouth be required to compensate 1TC"DeltaCom for breach of material 
terms of the contract? 

1TC"DeltaCom Position: 

to meet certain performance benchmarks. 
I'TC"De1taCom seeks performance penalties from BellSouth when BellSouth fails 

BellSou t h Position: 

Carolina Commission has previously determined that it "lacks the jurisdiction or 
legislath ely-granted authority to impose penalties or fines" in the context of an 
arbitratic n proceeding. Finally, 1TC"DeltaCorn's proposal represents a supplemental 

This issue is not appropriate for Section 252 arbitration. Moreover, the South 
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enforcemant scheme that is inappropriate and unnecessary. 1TC"DeltaCom has adequate 
legal recourse in the event BellSouth breaches its interconnection agreement. For fiuther 
information, see BellSouth's position on Issue l(a). 

Discussioo: 

1TC"DeltaCom requests inclusion in the interconnection agreement of a provision 

that recognizes a material breach of the interconnection agreement will give rise to 

liability. According to Mr. Rozycki, this provision is related to 1TC"DeltaCom's 

proposed performance guarantees and will compensate 1TC"DeltaCom for BellSouth's 

failure to oomply with the interconnection agreement, particularly for a failure to comply 

with perfcirmance measurements. (Rozycki, Tr. Vol. 2 at 276) BellSouth contends that 

the issue of compensation for breach of contract, penalties or liquidated damages is not 

appropriare for arbitration. According to BellSouth, neither Section 25 1 nor 252 of the 

Act ob1ig;tte BellSouth to pay penalties for a breach of the interconnection agreement. 

Moreover, BellSouth contends that the Commission has already found that it "lacks the 

jurisdicticin to impose penalties or fines" in the context of an arbitration proceeding. (See 

Order No 97-189, Docket No. 96-358-C (AT&T arbitration), 3/10/97, at 6). Even if the 

Commission could award penalties, BellSouth contends that the incorporation of 

1TC"DeltaCom's proposal into the agreement is unnecessary. According to BellSouth, 

South Carolina law and Commission procedures are available and are adequate to address 

any breach of contract situation should it arise. (Varner, Tr. Vol. 1 at 486) 

Upon consideration of this issue and the positions of the parties, the Commission 

adopts BellSouth's position as appropriate. This Commission has previously found in this 

Order, as well as in a previous arbitration order (See Order No. 97-189, Docket No. 96- 
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This Order shall remain in full force and effect until further Order of the 

Commission. 

IT 1:s SO ORDERED. 

BY ORDER OF THE COMMISSION: 

Chairman 

ATTEST: 

en 

Executive Mector 
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SUMMARY 

The purpose of the NPRM is to consider the adoption of a rule “regarding the 

compensation for ISP-bound traffic. 

BellSouth suggests that the Commission should adopt an inter-carrier compensation 

approach that: (1) recognizes that ISP traffic is interstate; (2) calls for negotiations between the 

carriers jointly providing the Internet access service; (3) is based on revenue sharing with the 

primary carrier sharing revenue with the secondary carrier; and (4) uses negotiation to determine 

the amount of inter-carrier compensation. Such an inter-carrier compensation approach promotes 

the Commission’s goals and objectives. 

Further, the Commission should find that ISP-bound traffic cannot be separated into its e 
interstate and intrastate components. Any single Internet session can result in an Internet user 

accessing information in hisher own state, another state, or another country. The same user 

could “chat” online with people across the street or on the other side of the world. The inability 

to distinguish the jurisdictional nature of each communication that travels across the Internet 

leads to the conclusion that Internet traffic is inserverable and must be considered jurisdictionally 

interstate. 

i 
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COMMENTS 

BellSouth Corporation and BellSouth Telecommunications, Inc. (“BellSouth”) hereby 

submit the following comments on the Notice of Proposed Rulemaking, released on February 26, 

1999,’ regarding inter-carrier compensation for ISP-bound traffic. 

I. INTRODUCTION 

In its Declaratory Ruling, the Commission found that Internet-bound communications do 

not terminate at an Internet Service Provider’s (“ISP”) local server but “continue to the ultimate 

0 

destination or destinations, specifically at an Internet website that is often located in another 

state.”2 The Commission also concluded that a substantial portion of Internet traffic involves 

accessing interstate or foreign websites and hence is jurisdictionally inter~tate.~ The purpose of 

In the Matter of Inter-Carrier Compensation for ISP-Bound TrafJic, CC Docket No. 
99-68, Notice of Proposed Rulemaking, FCC 99-38, released February 26, 1999 (“NPRM”). 

In the Matter of Implementation of the Local Competition Provisions in the 
Telecommunications Act of 1996, CC Docket No. 96-98, Declaratory Ruling, FCC 99-38, 
released February 26, 1999 at fl 12 (“Declaratory Ruling”). 

1 

2 

Id, at 77 18 and 20. 3 

a 



, 

the NPRM is to consider the adoption of a rule governing inter-carrier compensation for ISP- 

bound t r a f f i~ .~  

As a preliminary matter, it is necessary to establish the framework within which the issue 

of inter-carrier compensation should be considered. The interstate connection that permits an 

ISP to communicate with its subscribers falls within the scope of exchange access and, 

accordingly, constitutes an access service as defined by the Commission: 

Access Sewice includes services and facilities provided for the origination or 
termination of any interstate or foreign telecomm~nication.~ (emphasis added) 

The fact that the Commission has exempted enhanced service providers, including ISPs, from 

paying interstate access charges does not alter the fact that the connection an ISP obtains is an 

access connection. Instead, the exemption limits the compensation that a local exchange carrier 

(“LEC”) in providing such a connection can obtain from an ISP.6 Further, under the access 

charge exemption, the compensation derived by a LEC providing the service to an ISP has been 

limited to the rates and charges associated with business exchange services. Nevertheless, the 

ISP’s service involves interstate communications. The ISP obtains a service that enables a 

communications path to be established by its subscriber. The ISP, in turn, recovers the cost of 

the telecommunications services it uses to deliver its service through charges it assesses on the 

subscribers of the ISP’s service. 

NPRM at T[ 28. 

47 C.F.R. 8 69.2(b). 

The access charge exemption only applies to LECs that are subject .J the Commission’s 

4 

5 

6 

access charge rules (47 C.F.R. 6 69.1 et. seq.). 

2 



Where two or more carriers are involved in establishing the communications path 

between the ISP and the ISP’s subscriber, the access service to the ISP is jointly provided. Such 

I 
NPRMat 7 28. 7 

jointly provided access arrangements are not new or unique nor are the associated mechanisms to 

handle inter-carrier compensation. The services ISPs obtain for access to their subscribers are 

technically similar to the line side connections available under Feature Group A. For such line 

side arrangements, the Commission has relied on revenue sharing agreements for the purpose of 

inter-carrier compensation. The long history and precedent regarding inter-carrier compensation 

for interstate services are instructive and relevant to the Commission’s determinations in this 

proceeding. 

11. INTER-CARRIER COMPENSATION FOR ISP-BOUND INTERSTATE 
TRAFFIC 

The NPRM expresses the Commission’s preference that any rule pertaining to inter- e 
carrier compensation be based upon negotiations entered into by the respective  carrier^.^ 

BellSouth supports a federal rule that calls for negotiation between the carriers to determine 

inter-carrier compensation for jointly provided interstate-services. Negotiation has long been a 

mechanism employed by the Commission with regard to other jointly provided access 

arrangements that involved potential revenue sharing, Relying on the negotiation process 

enables agreements to reflect the differing circumstances that arise and permits carriers to craft 

agreements that are particular to those circumstances. 

3 



The NPRM presents an approach to inter-carrier compensation based on the negotiation 

I the negotiations for such compensation subject to the negotiation process established by Sections 

25 1 and 252 of the Communications Act. The proposal contemplates that a failure on the part of I 

the parties to reach an agreement would be subject to the arbitration procedures set forth in 

process established in Sections 25 1 and 252 of the Communications Act. As explained more 

I 
of Section 252. This proposal is fundamentally flawed. 

I 
Neither Section 25 1 nor Section 252 governs interstate inter-carrier compensation 

fully below, such an approach is not acceptable because the Commission does not have the 

statutory authority to adopt it. In response to the NPRM's invitation, BellSouth submits an 

alternative approach that is consistent with the revenue sharing approaches followed by the 

Commission in connection with jointly provided access service. 

A. The Commission Should Not Adopt The Alternative Set 
Forth In The NPRM 

The approach for interstate inter-carrier compensation set forth in the NPRM would make 

Section 252 of the Communications Act, wherein state commissions would have the 

responsibility of arbitrating any unresolved issues. Under this proposal, the Commission would 

have no oversight role unless the state commission failed to act in accordance with the provisions 

arrangements. The duty to negotiate under Section 25 1 pertains only to fulfilling the duties set 

forth in subsections (b) and (c) of Section 25 1. Section 25 1 (b) relates to local exchange carriers' 

obligations regarding resale, number portability, dialing parity, access to rights-of-way, and 

47 U.S.C. $6 251 and 252. 8 
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reciprocal compensation. Inter-carrier compensation for jointly provided interstate services is 

unrelated to any of these Section 25 1 (b) obligations.’ Likewise, there is no nexus between 

Section 25 1 (c) and interstate inter-carrier compensation. The duty to negotiate under Section 

25 1 (c) pertains to the terms and conditions that relate to interconnection, access to unbundled 

network elements, resale, and collocation. There is nothing in Section 251(c) that would govern 

interstate inter-carrier compensation. 

A state commission’s arbitration authority under Section 252 extends only to agreements 

negotiated pursuant to the requirements of Section 25 1. Because inter-carrier compensation for 

interstate services is not governed by Section 25 1, state commissions are without the statutory 

authority to arbitrate disputes over such matters. Further, the Commission does not have the 

authority to rewrite the Communications Act and vest the state commissions with the power to 

Indeed, of the five obligations enumerated in Section 25 l(b), only reciprocal 9 

compensation could be remotely relevant. The Commission’s Declaratory Ruling, however, is 
dispositive: 

As noted, section 25 1 (b)(5) of the Act and our rules promulgated pursuant to that 
provision concern inter-carrier compensation for interconnected local 
telecommunications traffic. We conclude in this Declaratory Ruling, however, 
that ISP-bound traffic is non-local interstate traffic. Thus, the reciprocal 
compensation requirements of section 25 1 (b)(5) of the Act and Section 25 1, 
Subpart H (Reciprocal Compensation for Transport and Termination of Local 
Telecommunications Traffic) of the Commission’s rules do not govern inter- 
carrier compensations for this traffic. 

Declaratory Ruling at n. 87. 
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regulate matters relating to interstate communications that, under the Act, are specifically 

reserved to the Commission.” 

As an alternative to relying on Sections 25 1 and 252, the NPRMproposes that the 

Commission adopt “a set of federal rules governing inter-carrier compensation for ISP-bound 

traffic pursuant to which parties would engage in negotiations concerning rates, terms and 

conditions applicable to delivery of interstate ISP-bound traffic.”’ Without question, the only 

type of mechanism that can govern inter-carrier Compensation for interstate services must be one 

over which the Commission has oversight. Federal rules that bind interstate inter-carrier 

compensation obligations would be appropriate. 

The N P M ,  however, assumes that for federal rules to operate properly, an arbitration- 

like process needs to be in-place. Arbitration is not an essential element for effective negotiation I. 
of interstate inter-carrier compensation agreements. Further, while the Commission has I 
considerable latitude in managing its proceedings, it must be mindful that in conducting its 

affairs, it must do so in a manner that is consistent with the Administrative Procedures Act and 

the Communications Act. Thus, the Commission cannot divest the courts of appeal of 

jurisdiction to review final Commission orders or to force carriers to engage in binding 

I o  

authority to vest federal district courts with the authority to review decisions regarding inter- 
carrier compensation for interstate communications. Under Section 252, federal district courts 
only have jurisdiction to review state commission actions “to determine whether the agreement 
or statement meets the requirements of section 251 and this section.” 47 U.S.C. 0 252(e)(6). 
Inter-carrier compensation for interstate services is unrelated to the requirements of Sections 25 1 
or 252. 

” NPRMaty31. 

See 47 U.S.C. $8 151 and 152(a). Similarly, the Commission does not have the statutory 
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arbitration. To the extent disputes arise during the inter-carrier compensation negotiations, the 

I precedent regarding inter-carrier compensation, i. e., primaryhecondary carrier agreements, 

~@ revenue sharing agreements and meet point billing, firmly establishes that compensation between 

statutory complaint process and the Commission’s implementing rules already provide an 

1 For ISP-bound traffic, the ISP is purchasing an access service to receive communications 

I 
I from its subscribers. It uses the telecommunications service to provide its enhanced services and 

effective dispute resolution mechanism. 

I recovers its costs through fees charged to its subscribers. For dial-up connections, the ISP is 

B. The Parameters Of A Properly Crafted Inter-Carrier Compensation 
Mechanism 

At the outset, the Commission must recognize that any interstate inter-carrier 

compensation mechanism adopted in this proceeding gives rise to interstate costs that must be 

recovered through interstate rates. As obvious as this principle is, nothing in the NPRM indicates 

that the Commission has given any consideration to this basic concept. Yet, Commission 

obtaining a service that is analogous to a Feature Group A access service in that it obtains a dial 

tone service that has a 7/10 digit local number associated with it. The primary difference 

between Feature Group A and the ISP dial-up connection is that Feature Group A is based on 

1 
I 

~ 

two-way usage sensitive prices, whereas the Commission has limited the price for an ISP dial-up 

one carrier and another is for the purpose of recovering costs of jointly provided services and the 

cost of such compensation is borne by the subscriber of the jointly provided service. 

7 



connection to the equivalent business exchange service rate.I2 Notwithstanding the pricing 
@ 

differences, the Feature Group A and the ISP dial-up services provide the customers of these 

services with the ability to communicate with their subscribers, and the fees paid by these 

customers ( eg . ,  Interexchange carriers or ISPs) are supposed to compensate the LEC(s) for 

providing this service. l 3  

Further, the Commission has correctly found that the preponderance of ISP 

communications is jurisdictionally interstate. As discussed below, there is no practical means of 

distinguishing intrastate and interstate components of ISP communications. For this reason the 

dial-up connection obtained by the ISP should be considered jurisdictionally interstate. l4  Such 

jurisdictional assignment does not implicate the access charge exemption for enhanced service 

providers. An interstate dial-up access connection for ISPs can be provided by simply adding a 

regulation for ISP dial-up connections to the interstate access tariff that cross-references the 

applicable business exchange rates that ISPs obtain from intrastate tariffs. Thus, ISPs would 

retain the current rate treatment of paying a rate that is no higher than a business exchange rate, 

but the service revenues and costs would properly be assigned to the interstate jurisdiction. Use 

of a cross-reference would have the further beneficial effect of making the jurisdictional 

alignment of service, revenues and costs transparent to the ISPs. 

l2  

l 3  

subscriber’s switch, interoffice transport, the customer’s dial-tone switch and the transport to the 
customer’s location. 

For BellSouth, exchange rates are generally flat-rated. 

The interstate cost components of the service include the subscriber’s common line, the 

8 



With regard to inter-carrier compensation for jointly-provided Internet access service, the 

LEC providing dial-tone to the ISP is the primary LEC and receives the interstate equivalent of a 

business exchange rate. The non-dial-tone LEC, or secondary LEC, receives no interstate 

revenues other than the subscriber line charge. Nevertheless, the secondary LEC incurs 

switching and trunking costs associated with the provision of this interstate service. Consistent 

with Commission precedent, the primary LEC, which has the relationship with the ISP, should 

compensate or share revenues with the secondary LEC.” 

The Commission, accordingly, should adopt an inter-carrier compensation approach that: 

(1) recognizes that ISP traffic is interstate; (2) calls for negotiations between the carriers jointly 

providing the Internet access service; (3) is based on revenue sharing with the primary carrier 

sharing revenue with the secondary carrier; and (4) uses negotiation to determine the amount of 

inter-carrier compensation. Such an inter-carrier compensation approach promotes Commission 

goals and objectives. First and foremost, the approach does not disrupt the enhanced service 

providers access charge exemption. Next, while the enhanced service provider exemption 

remains intact, the mechanism crafted by BellSouth follows the same path that the Commission 

has unwaveringly pursued over the last fifteen years when it addressed LEC inter-carrier 

compensation matters. Finally, but equally important, the approach is procompetitive. It avoids 

creating regulatory incentives that artificially reward carriers that only serve selected customers. 

I4 At a minimum, a substantial portion of the dial-up connection must be considered 
jurisdictionally interstate in light of the Commission’s finding in the Declaratory Ruling. 
l 5  Prior to revenue sharing for Feature Group A, the Commission had established guidelines 
applicable to primary carrier/secondary carrier agreements. 
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It promotes efficient networks and encourages carriers to compete across a broad range of 

services and customers because it ensures that carriers are compensated fairly.16 

C. 

l6 

from the services provided to ISPs. If such services are flat-rated, then the inter-carrier 
compensation would not be usage based. 

For example, the mechanism proposed by BellSouth would share the revenues derived 
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ISP-Bound Traffic Cannot Practically Be Separated Into Its Interstate 
and 

Intrastate Components 
that ISP-bound traffic was substantially interstate in nature. The Commission, 
howev 

In the Declurutoly Ruling, the Commission determined er, reserved until this proceeding 

any determination regarding the severability of such traffic into intrastate and interstate 

components. It is beyond dispute that no carrier involved in delivering ISP-bound traffic has any 

way of determining how an ISP’s subscriber is using the connection established between himself 

and the ISP. The only party that could theoretically track the jurisdictional use of the connection 

is the ISP itself. In BellSouth’s opinion the tools to transform a theoretical possibility into a 

practical reality do not exist. 

Hosts that are connected to the Internet can be located anywhere. Indeed, the fact that 

they are not tied to a particular geographic location represents one of the fundamental values of 

the Internet. Neither the IP address of the host nor its domain name links the host to a specific 

geographical location. Hence, there is no practical means to identify where the host is physically 

located. Neither the ISP’s subscriber nor the ISP has any technical or operational tools that 

would enable them to determine which communications initiated by the subscriber or received by 

the subscriber are related to hosts that are located within the same local area as the ISP’s local 

server or in another state or in another country. The dispersion of servers world-wide and the 
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lack of duplication attests to the fact that use of the Internet will invariably involve substantial 

interstate communications.I7 

In addition, an ISP’s subscriber typically communicates with more than one destination 

point on (or beyond) the Internet during a single Internet session and may do so either 

sequentially or simultaneously. For example, an ISP’s subscriber in a single Internet session may 

access websites that reside on servers located in various states or in foreign countries; 

communicate directly with another Internet user; and “chat” online, in real time, with a group of 

Internet users located around the corner or around the world. Standard Internet “browsers” 

enable an ISP’s subscriber to do all of these things simultaneously. In another example, an ISP’s 

subscriber may download incoming e-mail from the ISP’s server (which may or may not be 

located in the same state as the user), while accessing his stockbroker’s website in another state, 

and listen to an audio feed that originates from a radio station in another country.18 The dynamic 

capabilities of the Internet render it impossible to segregate intrastate from interstate 

communications. l9 

l7 The WWW Consortium has compiled an extensive list of servers by geographic 
locations. The list is available at http://vlib.stanford.edu/Servers.html. 

Indeed, one website, www.broadcast.com, offers an Internet user access to 984 different 
radio and television stations. With real-time audio and video streaming capabilities, which are 
available for most web browsers, Internet users can listen to radio stations and watch TV 
broadcasts from around the world. 
l9 In a working paper, the FCC Office of Plans and Policy explained that: 

[Blecause the Internet is a dynamically routed, packet-switched network, only the 
origination point of an Internet connection can be identified with clarity. Users 
generally do not open Internet connections to “call” a discreet recipient, but access 
various Internet sites during the course of a single conversation.. . . One Internet 

12 
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The inability to distinguish the jurisdictional nature of each communication that traverses 

an Internet connection coupled with the predominant interstate nature of Internet 

communications lead to the inescapable conclusion that Internet traffic is inseverable and must 

be considered jurisdictionally interstate. 

111. CONCLUSION 

ISP-bound traffic is inherently and inseverably interstate traffic. As such, it requires an 

interstate inter-carrier compensation mechanism over which the Commission maintains oversight 

authority. BellSouth has provided an approach to address inter-carrier compensation for ISP- 

0 

“call” may connect the user to information both across the street and on the other 
side of the world. 

The paper concludes that Internet traffic “has no built-in jurisdictional divisions.” Kevin 
Werbach, Digital Tornado: The Internet and Telecommunications Policy, FCC, OPP Working 
Paper No. 29 (March 1997) at 45. 

a 
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bound traffic that recognizes the interstate character of such traffic and is consistent with 

Commission policies and goals. 

e 
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FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 

In the Matter of 

Inter-Carrier Compensation 
For ISP-Bound Traffic 

1 
1 
1 CC Docket No. 99-68 
1 

REPLY COMMENTS 

BellSouth Corporation and BellSouth Telecommunications, Inc. (“BellSouth”) hereby 

submit their Reply Comments in the above referenced proceeding. 

I. INTRODUCTION 

In this proceeding the Commission is considering adopting rules to govern inter-carrier 

compensation for interstate ISP-bound traffic. For some commenters, this proceeding is an 

opportunity for the Commission to “show me the money” and make inter-carrier compensation a 

euphemism for corporate welfare. Inter-carrier compensation becomes an excuse for transfer 
e 

payments from ILECs to CLECs. 

Inter-carrier compensation is more complex. The underlying concept is one in which all 

carriers participating in the provision of a jointly provided service are compensated for the jointly 

provided service. Thus, inter-carrier compensation necessarily involves consideration of the 

revenues associated with the jointly provided service because it is from such revenues that inter- 

carrier compensation is derived. In the case of ISP-bound traffic, the issue is more difficult 

because the Commission’s access charge exemption policy constrains the prices that can be 

charged for ISP-bound traffic. 

Calls for the Commission to emulate local reciprocal compensation schemes simply 

ignore the realities surrounding ISP-bound traffic. The decision the Commission must make in e 
2 
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this proceeding requires a more thoughtful and analytical approach if the Commission is going to 

foster fair competition and encourage the development of advanced services and technologies. 

11. THE PARADIGM FOR INTER-CARRIER COMPENSATION 

The CLECs and some enhanced service providers portray the Commission’s decision 

here to be one of simply adopting an approach that mirrors the reciprocal compensation 

mechanisms reflected in local interconnection agreements.20 All of these comments share the 

same fundamental shortcoming. These parties apparently believe that the only task before the 

Commission is simply to establish an interstate payment mechanism between carriers. None of 

these parties consider the interstate revenue sources from which such payments must come. It is 

the height of folly to suggest, as these parties do, that a usage-based compensation scheme that is 

not accompanied by a usage sensitive charge that would be assessed on either the ISP or the 

ISP’s subscriber could be imposed by the Commission. 
e 

Interstate compensation and interstate revenue sources are two sides of the same coin. 

The revenue sources for interstate ISP-bound traffic are two: (1) the subscriber line charge 

assessed to the ISP’s subscriber and (2) the service charge assessed to the ISP.21 The subscriber 

line charge, however, does not even cover of the full interstate nontraffic sensitive costs 

associated with facilities between the subscriber’s premises and the serving central office of that 

subscriber. The remaining interstate nontraffic sensitive costs, as well as the switching and 

*’ See e.g., RCN at 6;  CompTel at 2-5; Choice Communications 2-3; Focal at 14; AOL at 
10; AT&T at 8. 
21 As further discussed below, the comments in this proceeding make clear that all ISP 
traffic should be treated as interstate. Even if there is some jurisdictionally intrastate components 
of ISP traffic, such components cannot be severed from interstate communications that 
predominate ISP traffic. Accordingly, the services used by ISPs should be treated as interstate 
with the revenues associated with such services considered interstate revenues. 0 
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0 trunking costs associated with the communications path to the ISP, in the interstate jurisdiction, 

would typically be recovered from the ISP. Indeed, the Commission has recognized that the 

main source of revenue for LECs transporting ISP-bound traffic are from the service charges that 

ISPs pay to use local exchange facilities. 22 

In light of these facts, it is remarkable that CLECs that serve ISPs contend that the 

Commission should implement an inter-carrier compensation scheme that would result in usage- 

based payments being made to the carrier that provides service to the ISP. In an arrangement 

where two carriers are providing service to establish the connection between the ISP and its 

subscriber, the carrier serving the ISP’s subscriber currently receives no interstate revenue for its 

switching and trunking facilities that are used in making the connection to the ISP. It is patently 

absurd to impose a compensation obligation on the carrier that serves the ISP’s subscriber unless 

the Commission concomitantly creates a new mechanism for that carrier to recover these 

additional costs. 

In stark contrast to the proposals that call for the Commission to mimic local reciprocal 

compensation is BellSouth’s revenue sharing approach. BellSouth’s proposal is guided by and 

consistent with Commission precedent regarding inter-carrier compensation for jointly provided 

interstate services.23 It recognizes, as the Commission does, that the primary revenue source for 

ISP-bound traffic is derived from the service provided to the ISP. Equally important, BellSouth’s 

proposal ties the level of inter-carrier compensation directly to the level of compensation that 

22 

Exchange Carriers, Transport Rate Structure and Pricing and End User Common Line Charges, 
CC Docket Nos. 96-262,94- 1 , 91 -2 13 and 95-72, First Report and Order, 12 FCC Rcd 15982, 

23 

established for jointly provided access services. 

See In the Matter of Access Charge Reform, Price Cap Performance Review for Local 

161 33-16134 (1997). 

0 Numerous commenters urge the Commission to use the compensation mechanisms 
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0 carriers derive from the jointly provided service. The link between revenue and compensation 

has always been fundamental to the Commission’s determinations regarding inter-carrier 

compensation for jointly provided access. This link is of no less importance to the ultimate 

resolution of the issue of inter-carrier compensation for ISP-bound traffic. Indeed, given the 

Commission’s policies that surround enhanced services, the revenue/compensation link is a 

paramount consideration that cannot be ignored by the Commission. 

A. The Commission Should Establish Guidelines Regarding Inter-Carrier 
Compensation 

The comments reveal a consensus across a broad spectrum of parties participating in this 

proceeding that it is the Commission’s responsibility to oversee inter-carrier compensation for 

interstate traffic and to adopt rules governing such c~mpensation.~~ While there is a diversity of 

opinion regarding the specific content of the Commission’s rules, most parties agree that the 

rules should provide guidelines including general principles governing such inter-carrier 

compensation and the procedures to be followed to establish compensation agreements. 

Among the general principles to which most parties agree is that inter-carrier 

compensation agreements for ISP-bound traffic should be a product of negotiations. 

Negotiations have the benefit of enabling parties to recognize differing circumstances. U lLll 

properly structured guidelines promulgated by the Commission, the concerns of some parties that 

negotiations would not be effective or fair are removed.25 In its comments, BellSouth’s proposed 

See e.g., Focal at 8; RCN at 5; GSA at 12; CIX at 4; GST Telecom at 13. 
See e.g., Cox at 3; CT Cube and Leaco at 2; GST Telecom at 11-13. 

24 ’ 25 
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0 a revenue sharing plan. The revenue sharing plan provides the foundation for the Commission to 

use in promulgating inter-carrier compensation guidelines. It would provide the parameters to be 

considered in the negotiation process, and, thus, provide a structured base upon which 

negotiations could take place. 

B. Sections 251 And 252 Have No Applicability 

One of the most significant differences among the parties arises in the context of the 

applicability of the negotiation and arbitration process set forth in Sections 25 1 and 252 of the 

Communications Act. Many CLECs argue that inter-carrier compensation agreements regarding 

interstate ISP-bound traffic should be governed by the same process as local interconnection 

agreements.26 Most just assert that the local interconnection agreements form the appropriate 

foundation for interstate ISP-bound traffic, and, thus, believe that the same process, including 

state commission arbitration of disputes, should apply.27 A few attempt to rationalize having the 0 
state commissions oversee the negotiation and arbitration of inter-carrier compensation 

agreements because of a perceived inability of the Commission to fulfill its statutory 

obligations.28 None of these parties, however, provide any legal basis that would support the 

application of Sections 25 1 and 252 to interstate ISP-bound traffic. 

26 There are some parties, such as MCIWorldCom, that dispute the Commission’s 
jurisdictional determination regarding the interstate nature of ISP-bound traffic. They presume 
the traffic to be local and view the process regarding inter-carrier compensation to be no different 
than that for reciprocal compensation. 
27 See e.g., KMC Telecom at 2-5; CTSI at 11-13. 
28 See e.g., Focal at 7-8; ALTS at 8. 
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a In its Comments, BellSouth demonstrated that neither Section 251 nor Section 252 

govern interstate inter-carrier c~mpensation.~~ The Act simply does not provide state 

commissions with any authority regarding interstate inter-carrier compensation. Nor can the 

Commission rewrite the Communications Act and vest state commissions with the power to 

regulate matters relating to interstate communications that, under the Act, are specifically 

reserved to the Commission. 

The Commission has the responsibility to regulate interstate communications. It cannot 

delegate that responsibility to state commissions. Even if the Commission had the statutory 

authority to do so, which it does not, delegation to the state commissions would constitute poor 

public policy. ISP-bound traffic falls within the Commission’s access charge exemption, a 

federal policy. The access charge exemption creates an interstate subsidy that clearly can be 

impacted by inter-carrier compensation. Accordingly, these matters require a cohesive, singular a 
administration of policy. Such administration can and should only take place at the federal level. 

C. Interstate Inter-carrier Compensation Should Not Mirror Local Reciprocal 
Compensation 

Many of the CLECs urge the Commission to follow the local reciprocal compensation 

model, claiming that there is no difference between the transport and termination of local calls 

and jointly providing interstate service for ISP-bound traffic.3o In these parties’ view, a minute is 

a minute and there should be symmetry between these types of calls. 

29 

3-5; SBC at 4-7. 
BellSouth at 4-5. Many parties share BellSouth’s view. See e.g., Frontier at 5-6; ICG at 

30 See e.g., ALTS at 12-1 8; AT&T at 8; AOL at 10; CTSI at 5-7; Time Warner at 3-8; 0 CompTel at 2. 
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0 These arguments are makeweight. There are minutes associated with local traffic, with 

access traffic and with toll traffic. These minutes are treated differently by regulators for policy 

reasons and more importantly, they are treated differently in interconnection agreements. To 

suggest that ISP-bound traffic should be treated as local traffic amounts to little more than an 

argument of convenience for the CLECs. 

It would be the epitome of absurdity to contend that local exchange rates take into 

account and fully compensate the originating LEC for ISP-bound traffic. Despite the arguments 

by some that ISP-bound traffic has always been considered local, the fact remains that ISP-bound 

traffic characteristics were never considered when local rates were established. Further, the 

comments show that ISP-bound traffic bears little resemblance to local traffic.31 Indeed, for 

BellSouth the typical call duration for a local call is between 3 and 4 minutes. On the other hand, 

an Internet session, on average, is between 20 and 25 minutes. There is simply no similarity 

between local exchange traffic and ISP-bound traffic. 

e 

A companion argument asserted by CLECs is that, like local exchange traffic, CLECs 

save incumbent LECs the costs for the portion of ISP-bound communication that they handle.32 

The fallacy in this argument is two-fold. First, the CLECs ignore the fact that they displace the 

primary revenue source for ISP-bound traffic. Next, they omit any mention of the additional 

costs that originating LECs have been incurring as a result of ISP-bound traffic. TANE, for 

example, pointed out the additional trunking costs the LECs are incurring because of the increase 
I 

I in ISP-bound traffic.33 This proceeding is not the first time that the Commission was made 

BellSouth Reply Comments 
April 27,1999 

32 See e.g., RCN at 1 1 .  
~ 33 TANE at 2. 

CC Docket No. 99-68 

3 1  See e.g., NTCA at 3; TANE at 2. 
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~ 0 aware that ISP-bound traffic was increasing public switched network costs and increasing 

network congestion. Three years ago the Commission was advised during its review of the access 

charge exemption that ISP-bound traffic was causing network congestion and that the exemption 

would continue to cause ISP use of the public switched network to grow and would require 

additional network investment if network quality was to be maintained.34 The comments in this 

proceeding confirm prior LEC predictions. There is nothing that CLECs have done to lessen the 

additional cost burden associated with ISP-bound traffic. There is no substance to claims that 

incumbent LECs have experienced cost savings because CLECs serve ISPs. To the contrary their 

network costs are increasing because of the exponential growth of ISP-bound traffic with its 

peculiar traffic characteristics and these too are costs to be considered for compensation 

purposes. 

The symmetry that CLECs want the Commission to establish is achieved, not by treating e 
ISP-bound traffic like local, but rather by recognizing that interstate ISP-bound traffic is no 

different than any other interstate traffic that uses local exchange facilities. When ISP-bound 

traffic is considered in its proper context, it becomes evident that compensation is not an issue 

that is reserved to the carrier serving the ISP. It pertains to the entire connection between the ISP 

subscriber and the ISP. An inter-carrier compensation mechanism must consider not only costs 

but also the revenue sources for such compensation. This is precisely how BellSouth’s revenue 

sharing proposal operates. 

34 See Comments and Reply Comments filed in connection with the Commission’s 
proceeding, In the Matter of Usage of the Public Switched Network by Information Service and 
Internet Access Providers, CC Docket No. 96-263, Notice oflnquiry, 1 1  FCC Rcd 21354 (1996). 
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0 D. ISP-Bound Traffic Is Jurisdictionally Inseverable 

Some commenters use this proceeding to indirectly question the Commission’s 

declaratory ruling that ISP-bound traffic is primarily interstate. Thus, often in arguing in favor of 

replicating the local reciprocal compensation model for ISP-bound traffic, some commenters 

describe the traffic as terminating at an ISP location. Others contend that an end-to-end analysis 

does not fit with Internet communications. 

The Commission’s declaratory ruling is not at issue here. Parties have adequate 

remedies, reconsideration or judicial review, to challenge the Commission’s ruling. 

Nevertheless, it is clear that the Commission’s jurisdictional determination is unassailable. The 

Commission’s ruling reflects a consistent application of past Commission and judicial precedent. 

No party has shown otherwise. 

What is clear from the comments, however, is that interstate and intrastate components 

of an Internet communication are in~everable.~’ No party’s comments contradict the fact the 

ISP’s do not track the jurisdictional nature of Internet traffic. Further, no commenter has shown 

that a practical mechanism with widespread availability exists for tracking the jurisdiction of 

Internet traffic. The inability to distinguish the jurisdictional nature of the communications that 

traverse Internet connections and the predominate interstate nature of Internet communications 

lead to the inescapable conclusion that Internet traffic is inseverable and must be considered 

jurisdictionally interstate. 

35 ISP-bound traffic can be identified. Where two LECs jointly provide the ISP connection, 
the two LECs would have to cooperate and exchange information in order to identify ISP-bound 
traffic. For example, the LEC serving the ISP would have to provide the originating LEC with 
the ISP dial-up numbers. The Commission, in its order here, should unequivocally make clear 
that LECs jointly providing services must work cooperatively and share information that is 
necessary or required to properly identify ISP-bound traffic. 
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0 IV. CONCLUSION 

e 
CC Docket No. 99-68 

The Commission must reject the call for inter-carrier compensation for interstate ISP- 

bound traffic to emulate local reciprocal compensation. Such an approach would be inconsistent 

with existing Commission policies such as the access charge exemption for enhanced services. 

To reconcile its access charge exemption and inter-carrier compensation for ISP-bound traffic, 

the Commission will have to consider not only the costs of providing interstate services, but also 

the revenues derived from providing such services. The revenue sharing approach presented by 

BellSouth in its comments takes these factors into account and, accordingly, should be adopted 

by the Commission. 

Respectfully submitted, 

BELLSOUTH CORPORATION 
BELLSOUTH TELECOMMUNICATIONS, INC. 

By: /s/ Richard M. Sbaratta 
M. Robert Sutherland 
Richard M. Sbaratta 

Their Attorneys 

BellSouth Corporation 
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155 Peachtree Street, N. E. 
Atlanta, Georgia 30306 
(404) 249-3386 

Date: April 27, 1999 
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BellSouth’s Proposed Interim ISP Inter-carrier Access Service Compensation Plan 

Plan Objective is to compensate the Originating LEC(s) for portion of cost 
incurred in transporting ISP-bound traffic to the Serving LEC. This plan would be 
in effect until the FCC establishes a usage-based compensation mechanism, at 
which time this plan would be re-evaluated and most likely revised. 

ISP Access Confiauration: 
. ~, 

T 5 ,  .I The Internet 1 

Point Of Interface may be at the,tandem or at the Serving LEC’s premises 

Summary of Proposed Interim Revenue Sharinn Arrannement: 

1) Each LEC that serves lSPs will be required to participate in this plan. Otherwise, 
only those parties that will benefit will participate - Le., a LEC that originates more 
traffic to an ISP than it terminates to its own ISP will be a net receiver. 

2) ISP pays Serving LEC the Serving LEC’s business exchange service rate. 

3) Each LEC that serves lSPs in a given LATA will be responsible for compensating 
LEC(s) that originate ISP traffic to the Serving LEC. 

4) Facilities involved in carrying ISP-bound traffic to the ISP are as follows: 
Switching and Transport facilities are provided by both Originating LEC and Serving 
LEC and Loop facilities are provided by Serving LEC. 

5) Serving LEC’s PRI revenues will be shared by applying a “sharing percentage.” 
Sharing percentage represents estimation of the proportion of its facilities that the 
Originating LEC uses to transport the ISP-bound MOUs to the Serving LEC. See 
Exhibit JH-4 for BellSouth’s calculation of its sharing percentage. BellSouth will 
apply the same sharing percentage to calculate the compensation due it when 
BellSouth is an Originating LEC as will be applied by the Originating LEC(s) when 
calculating compensation BellSouth owes when BellSouth is the Serving LEC. 

6) Serving LEC shares its ISP revenues with Originating LECs as follows: 

a) Each Serving LEC will be responsible for identifying all minutes of use (“MOUs”) 
which are ISP-bound that each Originating LEC delivers to the Serving LEC’s 
network. 

b) Assume that, on average, each trunk (DSO-equivalent) carries 9,000 MOUs per 
month (equates to 150 hours per trunk per month). 
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c) Based on ISP-bound MOUs identified by the Serving LEC and provided to the 
Originating LEC, the Originating LEC will calculate the quantity of DSI facilities 
required to transport the Originating LEC’s ISP-bound traffic to the Serving LEC 
as follows: 
ISP-bound MOUs / 9,000 avg. MOUs per trunk / 24 trunks per DS1 

d) Serving LEC will advise Originating LECs as to average PRI rate charged to 
ISPS. 

e) Originating LEC calculates compensation due to it by the Serving LEC as follows: 
Quantity of DS1 s x Serving LEC’s PRI rate x sharing percentage 

f) Originating LEC bills Serving LEC on a quarterly basis. 

g) The ISP-bound MOUs and the PRI rate as reported by the Serving LEC are 
subject to audit by the Originating LEC(s). The amount of compensation could 
be affected by results of an audit. 

7) To the extent two parties have additional issues, contract negotiations between the 
parties can determine other terms and conditions. For example, due to technical 
capabilities, the two LECs may agree that the Originating LEC will identify the ISP- 
bound minutes of use. 



0 
BellSouth Telecommunications, Inc. 

COL. D 

Serving LEC’s 
PRI Rate 

KPSC Docket No. 99-218 
Exhibit JH-3 

COL. E COL. F 

Sharing % Compensation 
due from 

The Serving LEC shares its revenues with the Originating LEC(s) via transport 
compensation 

a 

COL. A 

Originating 
LEC 

BellSouth 

Illustrative Calculation with LEC A as the Serving LEC 

COL. B 

Number of 
originating 
ISP minutes 
delivered to 
Serving LEC 

NOTE (1) 

55,000,000 

Assumptions: 

Average MOUs per Trunk (DSO): 
Serving LEC’s PRI Rate: 

NOTE (3) NOTE (4) 

$850.00 8.06% 

Serving LEC 
to Originating 
LEC 

NOTE (5) 

$1 7,444.70 

C0L.C 

Number of 
Equivalent 
Transport 
DSls 

NOTE (2) 

254.63 

9,000 
$850 

NOTES: 
(1) ISP-bound MOUs provided identified by Serving LEC & provided to Originating LEC 
(2) Cot. C calculated as follows: Cot. B / 9,000 MOUs per trunk / 24 trunks per DS1 
(3) Cot. D is the Serving LEC’s PRI Rate 
(4) Col. E is BellSouth’s calculated sharing percentage from Exhibit JH-4 
(5) Col. F calculated as follows: Col. C * Col. D * Col. E 
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Calculation of Sharing Percentage 

Sharing percentage is calculated by determining ratio of loop-related switching and 
transport facilities capital cost to total capital cost, then dividing by two since both 
Originating LEC and Sewing LEC provide switching and transport facilities. BellSouth’s 
sharing percentage is calculated as follows: 

Loop Capital Cost = $24.04 
Associated Loop Switching Capital Cost = 4.40 
Associated Loop Transport Capital Cost = 0.22 

-------------- 
Total Capital Cost = $28.66 

(($4.40 + $22) + $28.66) + 2 = 8.06% 

Therefore, BellSouth will apply a sharing percentage of 8.06% to calculate the 
compensation due it when BellSouth is an Originating LEC. Likewise, when BellSouth is 
the Serving LEC, BellSouth expects that a sharing percentage of 8.06% will be applied 
by the Originating LEC(s) when calculating compensation BellSouth owes. 

p-, Transport urig. llrnu user 
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STATE OF NORTH CAROLINA 

A F F I D A V I T  

COUNTY OF 

BEFORE, ME, the undersigned authority, duly commissioned and qualified in and 

for the State and County aforesaid, personally came and appeared William E. Taylor, 

who being by me first duly sworn, deposed and said that: 

He is appearing as a witness before the Kentucky Public Service Commission in 

Case No. 99-21 8 on behalf of BellSouth Telecommunications, Inc., and if present before 

the Commission and duly sworn, his testimony would be as set forth in the annexed 

testimony consisting of 2 6 pages and exhibit (s). 

0 
William E. Taylor 

SWORN TO AND 
SUBSCRIBED BEFORE ME 
this the @day 
of October, 1999. 

My Commission expires: 

4, A003 
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ON BEHALF OF BELLSOUTH TELECOMMUNICATIONS, INC. 

DIRECT TESTIMONY OF WILLIAM E. TAYLOR, Ph.D. 

BEFORE THE KENTUCKY PUBLIC SERVICE COMMISSION 

CASE NO. 99-218 

OCTOBER 21,1999 

INTRODUCTION AND SUMMARY 

PLEASE STATE YOUR NAME, BUSINESS ADDWESS, AND CURRENT 

POSITION. 

My name is William E. Taylor. I am Senior Vice President of National Economic 

Research Associates, Inc. (‘“ERA”), head of its Communications Practice, and head of its 

Cambridge office located at One Main Street, Cambridge, Massachusetts 02142. 

PLEASE DESCRIBE YOUR EDUCATIONAL, PROFESSIONAL, AND BUSINESS 

EXPERIENCE. 

I have been an economist for twenty-five years. I graduated from Oak Ridge High School 

in 1964, earned a Bachelor of Arts degree from Harvard College in 1968, a Master of Arts 

degree in Statistics from the University of California at Berkeley in 1970, and a Ph.D. from 

Berkeley in 1974, specializing in Industrial Organization and Econometrics. For the past 

twenty-five years, I have taught and published research in the areas of microeconomics, 

theoretical and applied econometrics, which is the study of statistical methods applied to 

economic data, and telecommunications policy at academic and research institutions. 

Specifically, I have taught at the Economics Departments of Cornel1 University, the 

Catholic University of Louvain in Belgium, and the Massachusetts Institute of Technology. 

I have also conducted research at Bell Laboratories and Bell Communications Research, 

Inc. 

I have participated in telecommunications regulatory proceedings before many state 

public service commissions, including the Kentucky Public Service Commission 

(“Commission”). Before the Commission, I testified in Case No. 94-121 (on 

Consulting Econonrisls 
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telecommunications productivity growth and price cap plans) on behalf of South Central 

Bell Telephone Company, in Case No. 96-608 (on the probable economic benefits from 

BellSouth’s entry into interLATA market) on behalf of BellSouth Long Distance, Inc., in 

Case No. 98-292 (on price regulation and earnings sharing) on behalf of Cincinnati Bell 

Telephone Company, and in Case No. 99-296 (on the economic merits of the Bell Atlantic- 

GTE merger) on behalf of Bell Atlantic Corporation and GTE Corporation. 

In addition, I have filed testimony before the Federal Communications Commission 

(“FCC”) and the Canadian Radio-television Telecommunications Commission on matters 

concerning incentive regulation, price cap regulation, productivity, access charges, local 

competition, interLATA competition, interconnection and pricing for economic efficiency. 

Recently, I was chosen by the Mexican Federal Telecommunications Commission and 

Telefonos de Mexico (“Telmex”) to arbitrate the renewal of the Telmex price cap plan in 

Mexico. 

I have also testified on market power and antitrust issues in federal court. In recent 

work years, I have studied-and testified on-the competitive effects of mergers among 

major telecommunications firms and of vertical integration and interconnection of 

telecommunications networks. 

Finally, I have appeared as a telecommunications commentator on PBS Radio and 

on The News Hour with Jim Lehrer. My curriculum vita is attached as Exhibit WET- 1. 

Q. PLEASE DESCRIBE NERA, YOUR PLACE OF EMPLOYMENT. 

A. Founded in 1961 , National Economic Research Associates, Inc. (“NERA”) is an 

internationally known economic consulting firm. It specializes in devising economic 

solutions to problems involving competition, regulation, finance, and public policy. 

Currently, NERA has more than 275 professionals (mostly highly experienced and 

credentialed economists) with 10 offices in the U.S. and overseas offices in Europe 

(London and Madrid) and Sydney, Australia. In addition, NERA has on staff several 

internationally renowned academic economists as Special Consultants who provide their 

professional expertise and testimony when called upon. 

Consulting Ecunumists 
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7 
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10 

11 Association. 

The Communications Practice, of which I am the head, is a major part of NERA. For 

over 30 years, it has advised a large number of communications firms both within and 

outside the U.S. Those include several of the regional Bell companies and their 

subsidiaries, independent telephone companies, cable companies, and telephone operations 

abroad (e.g., Canada, Mexico, Europe, Japan and East Asia, Australia, and South 

America). In addition, this practice has supported a large number of legal firms and the 

clients they represent, and routinely provided testimony or other input to governmental 

entities like the Federal Communications Commission (“FCC”), the Department of Justice, 

the U.S. Congress, several state regulatory commissions, foreign regulatory commissions, 

and courts of law. Other clients include industry forums like the Unites States Telephone 

12 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

13 A. I have been asked by BellSouth Telecommunications, Inc. (“BellSouth”)-an incumbent 

local exchange carrier (“1LEC”)-to provide an economist’s perspective on various issues 

awaiting resolution in this proceeding for the arbitration of an interconnection agreement 

between BellSouth and ICG Telecom Group, Inc. (“1CG”)-a competitive local exchange 

carrier (“CLEC”). The salient issues I address in my testimony concern reciprocal 

compensation for traffic sent to Internet service providers (“ISPs”). 

e l4 
15 

16 

17 

18 

19 Q. PLEASE SUMMARIZE YOUR POSITIONS ON THOSE ISSUES. 

20 A. My positions on the issues are summarized as follows: 

21 
22 
23 
24 

25 
26 
27 
28 
29 

@ 30 
31 

1. The FCC has ruled that ISP-bound calls are jurisdictionally interstate, not local. 
Therefore, the proper model of interconnection that applies to ISP-bound calls is not 
that between an originating ILEC and a terminating CLEC, but that between an 
originating ILEC and an inter-exchange carrier (“IXC”). 

2. Regardless of whether ISP-bound calls are jurisdictionally local or interstate, the correct 
economic perspective on inter-carrier compensation rests on the principle of cost 
causation. On the basis of that principle alone, reciprocal compensation should not be 
paid by the originating ILEC for ISP-bound calls. Instead, the ISP should compensate 
that carrier (and any other carrier that switches the ISP-bound call) for the end-to-end 
cost caused by the ISP customer, and recover that cost directly from the ISP customer. 

3. The ISP is not an end-user (of a serving CLEC) but rather a carrier. Therefore, like the 

rnmmrm 
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IXC that pays carrier access charges to partially defray the cost of a long distance call, 
the ISP should pay analogous charges to defiay costs incurred by other carriers on its 
behalf to switch an ISP-bound call. 

4. Persisting with reciprocal compensation (from the ISP customer’s originating ILEC to 
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5 .  

the CLEC that ultimately switches the call to the ISP) would generate an inefficient 
subsidy for Internet use, distort the local exchange market, and generate unintended 
arbitrage opportunities for CLECs. These would be opportunities for CLECs to 
specialize in serving ISPs with the sole aim of accumulating reciprocal compensation 
revenues. 

Based on the FCC ruling that ISP-bound calls are primarily interstate, three states 
(Massachusetts, New Jersey, and South Carolina) have recently declared that the 
payment of reciprocal compensation by ILECs originating ISP-bound calls be stopped. 
Massachusetts regulators, in particular, have noted that by encouraging arbitrage 
opportunities, the reciprocal compensation regime of inter-carrier compensation for ISP- 
bound calls subverts real local exchange competition. 

INTER-CARRIER COMPENSATION FOR ISP-BOUND CALLS 

SHOULD RECIPROCAL COMPENSATION BE PAID FOR ISP-BOUND CALLS? 

No, for two reasons. First, as the FCC has already correctly determined, calls made to 

Internet destinations are much more likely to be jurisdictionally interstate than local.’ 

Second, and more importantly, the economic principle of cost causation implies that the 

relationship between the end-user and the ISP is analogous to that between the end-user 

and an inter-exchange carrier (“IXC”). In fact, regardless of the exact jurisdictional status 

of Internet calls, there are sound economic reasons to (1) reject reciprocal compensation for 

such calls and (2) require that the ISP pay usage-based charges to the ILEC and/or CLEC 

akin to the access charges currently paid by IXCs to the ILEC for all long distance calls 

carried. 

PLEASE EXPLAIN THE FCC’S FINDING THAT ISP-BOUND CALLS ARE 

FCC, In the Matter of Implementation of the Local Competition Provisions in the Telecommunications Act of 
1996 and Inter-Carrier Compensation for ISP-Bound Trafic, CC Docket Nos. 96-98 and 99-68, Declaratory 
Ruling in CC Docket No. 96-98 and Notice of Proposed Rulemaking in CC Docket No. 99-68 ((‘Internet Traffic 
Order”), released February 26, 1999. 
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JURISDICTIONALLY MORE LIKELY TO BE INTERSTATE. 

A. The FCC recently stated that it: 

traditionally has determined the jurisdictional nature of communications by the 
endpoints of the communication and consistently has rejected attempts to divide 
communications at any intermediate points of switching or exchanges between 
carriers.2 

Based on this premise, the FCC explained that calls made to the Internet: 

do not terminate at the ISP’s local server ... but continue to the ultimate 
destination or destinations, specifically at an Internet website that is often 
located in another state. The fact that the facilities and apparatus used to deliver 
traffic to the ISP’s local servers may be located within a single state does not 
affect [the FCC’s] jurisdiction. ... Indeed, in the vast majority of cases, the 
facilities that incumbent LECs use to provide interstate access are located 
entirely within one state.3 

The FCC’s reasoning is absolutely correct. A call is said to be terminated when it is 

delivered to the calledparty’spremi~es.~ In this sense, an ISP-bound call may transit the 

switch of the carrier serving the ISP, but the call is then delivered to the Internet web site 

which, as the FCC noted, may be located outside the state in which the call originated. The 

FCC made it perfectly plain that what matters for determining jurisdiction is the end-to-end 

20 transmission itself, not how many different carriers or facilities handle the Internet call on 

21 its way. 

22 

23 

24 

25 

26 

The FCC also noted that while jurisdiction is determined unambiguously when a call 

originates and terminates entirely within the circuit-switched network, it is a very different 

matter when the call crosses over from the circuit-switched network into the packet- 

switched network (that comprises the Internet’s backbone network and Internet web sites) 

along the way to its de~tination.~ This is particularly important because the packet- 

Internet Traffic Order, 710. Emphasis added. 

Id., 712. Footnotes omitted. 

FCC, In the Matter of Local Competition Provisions in the Telecommunications Act of 1996, CC Docket No. 96- 
98, First Report and Order (“Local Competition Order”), released August 19, 1996,71040. 

Internet Traffic Order, 718. 
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switched network is a “connectionless” network in which termination, in the sense 

understood within the circuit-switched network, technically does not happen. For example, 

before it is over, the same Internet call may reach several destination points on the Internet. 

Also, calls are switched or, more accurately, “routed” over the packet-switched network in 

a dynamic manner. This means that the Internet call, rearranged in the form of data 

packets of given length, are sent in a scrambled manner along different available paths 

within the backbone network, and the “call” is then reconstituted when all of the packets 

reach the intended Internet destination. This method of transport and routing is nothing 

like the termination that occurs within the circuit-switched network where, for every call 

originated and terminated, a dedicated call path is established for the duration of the call. 

These crucial differences make it all the more likely that an Internet call will cross several 

state boundaries-and in a random manner-before it reaches its destination. At best, such 

a call would be “jurisdictionally mixed,” as the FCC has already correctly determined. 

Q. PLEASE EXPLAIN THE PRINCIPLE OF COST CAUSATION AND ITS 

RELEVANCE TO COST RECOVERY? 

A. Cost causation is the fundamental economic principle on which all pricing and cost 

recovery efforts should be based. This principle asks two questions: (1) who or what has 

caused the cost in question (cost source)? and (2) how much is the cost in question (level of 

cost recovery)? Once the person or activity that gives rise to a cost has been identified, the 

amount of cost in question is recovered entirely from that source. This linkage between 

cost recovery and the cost source stands on its own, and makes no reference whatsoever to 

the distribution of benefits. That is, even if an activity provides benefits to others besides 

the cost-causer, cost should be recovered fully from its source and not from incidental 

beneficiaries. For example, if my decision to travel to Louisville causes me to employ 

resources (airline, rental car, lodging, etc.) that cost $2,000 between them, then that entire 

cost should be recoverable from me, the cost-causer. Whether someone or something else 

benefits in any material or psychic way from my travel to Louisville is irrelevant for 

determining what the cost of that travel is or who should pay the price to recover that cost. 

Consulling Economists 
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In general, the prices that consumers pay should reflect the costs caused by their 

consumption of specific goods or services. 

It is well known that consumers decide what to buy and how much to buy on the basis 

of prices they pay. Their act of buying also causes cost. To ensure that society’s scarce 

resources are put to their best use, and that only the goods and services of highest value to 

society are produced and consumed, consumers (cost-causers) must be made to pay prices 

that fully reflect the costs they cause. Application of the cost causation principle thus leads 

to prices that fully recover costs and, at the same time, ensure that consumption occurs- 

and resources are used-efficiently. 

Q. PLEASE EXPLAIN HOW COST CAUSATION DETERMINES THAT ISPS ARE 

ANALOGOUS TO IXCS AND SHOULD THUS PAY CHARGES SIMILAR TO 

ACCESS CHARGES. 

A. To understand this point, it is first necessary to recapitulate the erroneous view of the 

network that underlies ICG’s belief that an Internet call is jurisdictionally local. This view 

Figure 1. Charges and Inter-Carrier Compensation (The ICG View): 

Originating ILEC Pays Reciprocal Compensation to Terminating CLEC 

Links 
IILEC Subscriber 

ILEC CLEC 
End Office End Office 

Reclorocal 

CLEC Subscriber 
Is there one? 

ILEC Subscribed 
ISP Customer _____, * 

Backbone/ 
World Wide Web ISP 
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of the network, depicted by Figure 1, rests on two crucial assumptions: 

1. The ILEC subscriber that calls the Internet is acting as a customer of the originating 
1LEC;even when the call goes through the ISP to which it pays monthly access fees.’ 

2. The ISP itself is an end-user (not a carrier) of the CLEC and the Internet call terminates 
at the ISP.8 

Under these assumptions, the ILEC subscriber that makes the Internet call is an end-user of 

the originating ILEC (paying local residential rates for line charges) and the ISP is an end- 

user of the “terminating” CLEC (paying local business rates for line charges). The 

monthly Internet access charges paid by the ILEC subscriber to the ISP and the leased 

high-speed line charges paid by the ISP to Internet backbone networks are only incidental 

to this model and have no further role in determining jurisdiction. In this view of the 

network, therefore, the portion of the Internet call that lies entirely within the circuit- 

switched network, i.e., up to the ISP, resembles a local call under an interconnection 

arrangement between two local carriers. From this it would appear that the CLEC that 

“terminates” the ISP-bound call is entitled to reciprocal compensation under the FCC’s 

rules. 

This conclusion is fundamentally incorrect because it ignores cost causation, 

specifically, that the ILEC subscriber that makes the Internet call does so while acting as a 

customer of the ISP to which it pays monthly fees for Internet access and which, in return, 

I distinguish here between a “subscriber” and a “customer” in order to show cost causation. I subscribe to my 
local carrier in order to have access to the public switched network, but I act as a customer of that local carrier 
in order to use Call Waiting service or of a long distance carrier in order to use interstate long distance service. 
When I am a customer of the local carrier, I cause usage-based cost for that carrier. Similarly, I cause cost for 
the long distance carrier when I use its long distance service. 

’ An implicit assumption here is that the ISP has a point of presence in the local calling area of the Internet caller. 

* This erroneous view of the network assumes that the CLEC terminates the Internet call to the ISP just as it would 
terminate a local call to an end-user. This would make it appear that the end-to-end Internet call is really two 
calls: the first call that terminates at the ISP and the second call that gets routed through the packet-switched 
backbone network to the Internet destination. That view is, however, clearly contrary to the FCC’s position that 
the end-to-end Internet call is all one call. Therefore, in my discussion below of the economically proper view 
of the network for ISP-bound calls, I use the term “deliver” rather than “terminate” to describe the function 
performed by the CLEC for the ISPs it serves. Any use of the term “terminate” should henceforth be 
understood as referring to the erroneous view of the network for ISP-bound calls. 
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markets directly to the customer and provides a point of presence in the customer’s local 

calling area in order to provide easy access. Thus, the same subscriber that acts in the 

capacity of a customer of the originating ILEC when making a local voice call can act in 

the capacity of a customer of the ISP when making an Internet call. This situation is not an 

unfamiliar one; in fact, it is exactly analogous to the subscriber acting in the capacity of a 

Figure 2. Charges and Inter-Carrier Compensation (The BellSouth View): 

ISP Pays Compensation to Originating and Terminating LECs 

IXC POP 

ILEC Subscriber 

End Office 

I 
ISP Customer 

Payments 

CLEC Subscriber 
Is there one? 

- -  
Backbone/ 

World Wide Web ISP 

customer of an IXC when making a long distance call. This analogy-and the proper cost 

causation view of Internet calling-is explained in Figure 2. 

This view of the network, depicted by Figure 2, rests on two different assumptions: 

1. The ILEC subscriber that calls the Internet is acting as a customer of the ISP to which it 
pays monthly access fees, even though the call is facilitated by the originating ILEC and 
the CLEC serving the ISP. 

2. The ISP is viewed as a carrier-akin to an enhanced service provider (“ESP”)--that 
routes the Internet call through the backbone network to its final destination. The ISP 
performs standard carrier functions such as transport and routing, as well as maintains 
leased facilities within the backbone network. It is, therefore, not an end-user of the 
CLEC. 
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These assumptions appropriately depict the Internet-bound (or, ISP-bound) call as being 

much closer in character to an interstate long distance call than to a local call that is 

contained entirely within the local calling area. They also dispel the notion that an 

Internet-bound call is really two calls: the first call ending at the CLEC serving the ISP, 

and the second call routed by the ISP through the backbone network to its Internet 

destination. 

Validity for this set of assumptions comes from the principle of cost causation. This 

principle suggests that, for the purposes of an Internet call, the subscriber is properly 

viewed as a customer of the ISP, not of the originating ILEC (or even of the CLEC serving 

the ISP). The ILEC and the CLEC simply provide access-like functions to help the 

Internet call on its way, just as they might provide originating or terminating carrier access 

to help an IXC carry an interstate long distance call. Therefore, with the proper network 

model being analogous to ILEC-IXC interconnection (access), rather than to ILEC-CLEC 

interconnection, the proper form of inter-carrier compensation should be charges analogous 

to carrier access charges for long distance calls, rather than reciprocal compensation. 

PLEASE EXPLAIN THE CONTRAST BETWEEN THESE TWO “MODELS” OF 

INTERCONNECTION IN MORE DETAIL. 

ZLEC-CLEC Interconnection Model. When a BellSouth subscriber places a local call that 

terminates to a CLEC subscriber, what functions does BellSouth perform? Obviously, it 

originates the call by providing dialtone, local switching, and transport to the CLEC’s 

point of interconnection. In addition, BellSouth has marketed the service to its subscriber 

(and customer of local calls), determining the price and price structure and other terms and 

conditions under which the customer decides to place the call. BellSouth will determine if 

the call has been completed, bill the customer for the call (if measured service applies) or 

for flat-rate service, answer questions regarding the bill or the service and collect money 

from the customer or lose the revenue if it is unable to collect from the customer. The 

story is precisely symmetric if the originating party is a CLEC customer and BellSouth or 

another CLEC terminates the call. 
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Thus, under ILEC-CLEC interconnection (see Figure l), the originating subscriber is 

the cost-causing party and is the customer of the originating ILEC. That originating ILEC 

charges its cost-causing customer for the entire end-to-end call and compensates the CLEC 

that terminates the call. The originating ILEC’s network costs plus the compensation it 

pays is-in theory-recovered from the local call charge it levies on its (originating) 

customer. The terminating CLEC’s costs are recovered from the compensation payment it 

receives from the originating ILEC. In this arrangement, both parties recover their costs, 

and the cost-causer is (again, in principle) billed for the entire cost he or she causes both 

carriers to incur. Thus, this arrangement is not an arbitrary regulatory or legal 

construction: for local interconnection between an ILEC and a CLEC, it makes economic 

sense. It could arise spontaneously in unregulated competitive markets where the ILEC 

serving the originating subscriber acts effectively as its agent in making necessary network 

and financial arrangements with a CLEC to terminate the call, just as General Motors may 

purchase goods or services from Ford or Bendix to include in an automobile purchased by 

a General Motors customer. 

ILEC-IXC Interconnection Model. In contrast, when a BellSouth subscriber places a 

long distance call using, e.g., AT&T, BellSouth’s function is limited to recognizing the 

carrier code (or implementing presubscription in its switch) and switching and transporting 

the call to AT&T’s point of presence. While at some level, the functions its network 

performs are similar to those used to deliver local traffic to a CLEC9, the economic 

functions are very different. It is AT&T that has marketed the service to its customer and 

determined the price, price structure, and other terms and conditions of the call. AT&T 

will send, explain, and collect the bill from the customer or lose the revenue if it cannot. 

Thus, under ILEC-IXC interconnection, the originating subscriber is, from an economic 

perspective, the customer of the IXC, not the originating ILEC. 

When an ILEC (or CLEC) subscriber places long distance calls, he acts as a cost- 

’ BellSouth supplies the customer’s loop and provides dialtone, local switching, and transport to AT&T’s point of 
presence. 
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causing customer of the IXC. Figure 2 shows that the ILEC subscriber, acting as an IXC 

customer, causes costs at various points in the networks involved: for the ILECdCLECs 

that originate and terminate the long distance call, as well as for the IXC that transports it 

between local exchanges. The IXC receives revenue from the customer which it uses, in 

turn, to pay originating and terminating access charges to the ILECs/CLECs involved and 

to cover its own network and administration costs. In effect, the IXC acts as its customer’s 

agent in assembling the necessary local exchange components of the call. The 

ILECs/CLECs involved recover their costs from access charges. If more than one such 

carrier is involved in delivering the call from the end user to the IXC, they typically divide 

the access charges paid by the IXC in proportion to the costs incurred to provision the 

access portion of the call. Thus, in principle, the cost-causing customer faces a price that 

reflects all of the costs the call engenders, and all parties that incur costs to provision the 

call have a claim on the cost-causer’s payment. 

Thus, from an economic perspective, ILEC-IXC interconnection and ILEC-CLEC 

interconnection have some important similarities as well as some important differences. In 

both cases, the originating ILEC subscriber is the cost-causer, and that subscriber pays the 

supplier (the party with whom the subscriber has contracted for service) for the end-to-end 

service he receives. The major difference is that in the ILEC-CLEC local interconnection 

regime, the cost-causing ILEC subscriber is also a customer of the originating ILEC for 

local service, while in the ILEC-IXC regime, that cost-causing subscriber acts as a 

customer of the IXC for long distance service. 

Q* 

A. 

WHY DOES ILEC-CLEC-ISP INTERCONNECTION RESEMBLE THAT 

BETWEEN THE ILEC AND THE IXC BUT NOT THAT BETWEEN THE ILEC 

AND THE CLEC? 

The question at issue is: when multiple ILECs/CLECs combine to deliver traffic to an ISP, 

are they interconnecting in an ILEC-CLEC local interconnection regime or an ILEC-IXC 

interstate access regime? The FCC has characterized the link from an end-user to an ISP as 

an interstate access service and, absent other considerations, ISPs would be subject to 

Consulting Economists 
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charges analogous to interstate access charges. As far back as 1983, the FCC concluded 

that ESPs (which, today, would include ISPs) are “among a variety of users of access 

service” in that they “obtain local exchange services or facilities which are used, in part or 

in whole, for the purpose of completing interstate 

The service provided by an ISP exists to enable that ISP’s customers to access 

information and information-related services stored on special computers or web servers at 

various locations around the world. The ISP typically facilitates such access by selling a 

flat-rated monthly or yearly Internet access service that, in most cases, calls for that ISP 

customer to make only a local call in order to reach the ISP’s modems. Besides price, ISPs 

compete on the extent of geographic coverage, specifically, the number of local calling 

areas they can offer to ISP customers as possible points of connection (“POCs”), as well as 

on various components of service quality including provision of specialized information 

services.” The ISP markets directly to the originating ILEC’s subscriber, attempting to 

maximize its number of customers and the amount of traffic incoming to it by publishing 

and advertising as many local calling numbers (at its POCs) as possible, and doing 

everything within its power to help the potential customer avoid having to incur per-minute 

or toll charges to have Internet access. If necessary, ISPs may use foreign exchange 

(“FX”) lines to haul Internet traffic from considerable distances while still offering service 

to the ISP customer for the price of a local call.12 Some ISPs offer 800 service for their 

Io  FCC, In Re: MTS and WATS Markt Structure, CC Docket No. 78-72, Memorandum Opinion and Order 
(“MTSWATS Order”), 1983. 

I ’  The POCs are points at which the carrier serving the ISP (which may be a CLEC) terminates the ISP-directed 
call and routes it to the ISP. 

In that respect, the implicit contract is analogous to that which exists between a party with a toll-free “800” 
telephone number and other parties that are invited to call that number. The holder of the 800 number causes 
cost by signaling others to call him or her and accepts that cost by being willing to pay for it. Moreover, the 
holder of the 800 number may control the number of potential callers by choosing the method for disclosing the 
number (e.g., directory information, word of mouth, special invitation, etc.). Similarly, ISPs that use FX lines 
to provide local connectivity to distant customers signal a willingness to accept-and pay for-the generally 
higher cost of providing Internet access to those customers. They too can control the number of potential ISP 
customers by choosing both how many points of connection to offer for providing local connectivity and 
pricing options for its Internet access service. 
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customers to access their network when flat-rate local calling is unavailable, although there 

are some which impose a per-minute charge on the subscriber for such access. Some ISPs 

maintain Internet gateways for their customers and earn revenue from advertisers that 

depend more or less directly on the number of customers and the number of times its 

customers access advertised sites. The ISP bills its customers for their access and usage, 

and it is the ISP that loses money if it cannot collect from them. From an economic 

perspective, then, the party that causes the cost associated with ISP-bound traffic is the 

originating ILEC’s subscriber who acts in the capacity of an ISP customer. In this sense, 

ISP-bound traffic has the same characteristics as IXC-bound traffic in the ILEC-IXC 

regime and has characteristics opposite to CLEC-bound traffic in the ILEC-CLEC local 

interconnection regime. 

Q. ARE THERE DIFFERENCES BETWEEN AN IXC-BOUND CALL AND AN ISP- 

BOUND CALL? 

A. A theoretical difference is that an ILEC subscriber that places a long distance call does not 

incur a local usage charge on the originating end, while an ISP customer, in principle, does. 

As a practical matter, however, this difference is irrelevant. Flat and measured basic local 

exchange rates have not been set to reflect the added cost of serving ISP-bound traffic, and 

a longstanding public policy concern with the level of basic exchange rates limits the 

ability of the regulator to recover these costs from all local exchange  customer^.'^ In 

addition, ISPs compete, in part, by providing local exchange numbers so that their 

customers can reach them without incurring per-minute charges from the serving ILEC or 

CLEC. Because ISP-bound traffic is caused by the ISP’s customer, the ISP would 

generally bear the cost of the local connection, just as the IXC does for long distance 

traffic. And, in fact, competitive forces in the ISP market have encouraged ISPs to incur 

l 3  Indeed, if the longer holding times of ISP-bound traffic impose costs different from those for ordinary voice 
traffic, raising prices for all local exchange customers to recover costs imposed by the ISP’s customers would 
constitute a subsidy to ISP access. ILECs that originate ISP-bound traffic would effectively charge ISP 
customers less than incremental cost and ordinary voice customers more than otherwise for local exchange 
usage. 
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costs and lease facilities so that their customers do not pay additional local exchange costs. 

For both of these reasons, it would be nahe to think that the originating ILEC’s subscriber 

fully compensates that ILEC for the end-to-end cost of the ISP-bound call.14 

All of these are reasons why instead of the ILEC paying reciprocal compensation (or, 

a “terminating” charge) to CLECs as in the ILEC-CLEC local interconnection regime, for 

Internet calls by the ILEC subscriber, ISPs should pay the ILEC (and the CLEC that also 

serves it) usage charges analogous to carrier access charges paid by IXCs. Only such a 

payment will close the gap between the full cost of the call up to the ISP and the local call 

charge that is assessed to the end-user by the originating ILEC. In this economically 

correct view of inter-carrier compensation, the CLEC that switches Internet calls for the 

ISP is compensated not from reciprocal compensation paid by the originating ILEC but 

from usage-based charges paid to it by the ISP. Moreover, this economically correct 

perspective does not depend on the exact jurisdictional status of the ISP-directed call. 

Q. DO ISPS PAY USAGE-BASED CHARGES (ANALOGOUS TO CARRIER ACCESS 

CHARGES) TODAY? 

A. No. Even though the FCC has recently declared that ISP-bound traffic is, at best, 

jurisdictionally mixed and is, in most instances, interstate, no rulemaking has yet occurred 

to establish such charges for ISPs. Thus, it remains uncertain as to exactly when rules to 

this effect will be established. Also, ISPs are currently beneficiaries of an exemption from 

paying interstate carrier access charges that has been granted to ESPs since 1983.15 I 

understand, however, that the exemption itself only applies to payment of access charges to 

ILECs. Thus, CLECs could, if they so chose, still assess access-like charges on ISPs that 

l4 This problem is likely to be even more acute when the ILEC’s subscriber pays flat-rated local charges rather 

I s  The FCC has traditionally explained that exemption thus: 

than per-call rates for local service. 

to protect certain users of access services, such as ESPs, that had been paying the generally 
much lower business service rates from the rate shock that would result from immediate 
imposition of carrier access charges. 

Internet Traffic Order, 75, and MTS/WATS Order, 77 5 .  
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use their network. 

Q. IN THE ABSENCE OF FCC ACTION TO ESTABLISH INTER-CARRIER 

COMPENSATION RULES, HOW HAVE THE INDIVIDUAL STATES ACTED? 

A. For a period of time until the FCC’s Internet Traffic Order was issued in early 1999, a 

number of states pursued their own rulemaking on the issue. Those states chose to adopt 

the ILEC-CLEC local interconnection view of the world and required that the originating 

ILEC pay reciprocal compensation to “terminating” CLECs for ISP-bound calls just as 

they would for local voice calls. After the FCC’s Internet Traffic Order was issued, 

regulators in Massachusetts, who had previously also adopted the local interconnection 

view, reversed themselves and declared the unqualified payment of reciprocal 

compensation for ISP-bound traffic to be antithetical to real competition in 

telecommunications.16 Subsequently, regulators in New Jersey, in reversing an arbitrator’s 

recommendation in October 1998, also ordered that reciprocal compensation not be paid 

for ISP-bound traffic.I7 More recently, in ruling on a BellSouth-1TC”DeltaCom 

interconnection arbitration, regulators in South Carolina directed that reciprocal 

compensation not be paid for ISP-bound traffic sent by BellSouth to ITC”DeltaCom.I* 

Q. WHAT REASONS DID MASSACHUSETTS REGULATORS GIVE FOR THIS 

REVERSAL? 

l6 Massachusetts Department of Telecommunications and Energy (“DTE”), Complaint of MCI WorldCom, Inc., 
Against New England Telephone and Telegraph Company d b / a  Bell Atlantic-Massachusetts for Breach of 
Interconnection Terms Entered Into Under Sections 251 and 252 of the Telecommunications Act of 1996, 
Docket No. 97-1 16-C, Order (“Massachusetts ISP Compensation Order”), May 1999. The DTE ordered that all 
future reciprocal compensation payments by Bell Atlantic be placed in an escrow fund until final disposition on 
the matter of inter-carrier compensation. The CLECs serving ISPs in Massachusetts currently do not 
themselves receive any compensation for ISP-bound traffic. 

New Jersey Board of Public Utilities, In the Matter of the Petition of Global Naps, Inc. for Arbitration of 
Interconnection Rates, Terms, Conditions and Related Arrangements with Bell Atlantic-New Jersey Pursuant to 
Section 252(b) of the Telecommunications Act of 1996, Docket No. T098070426, Order, July 7, 1999. 

Public Service Commission of South Carolina, Petition of ITC”De1taCom Communications, Inc. for  Arbitration 
with BellSouth Telecommunications, Inc. Pursuant to the Telecommunications Act of 1996, Docket No. 1999- 
259-C, Order No. 1999-690, Order on Arbitration, October 4, 1999. 
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A. The Massachusetts Department of Telecommunications and Energy explained its reasons 

for the reversal thus: 

The unqualified payment of reciprocal compensation for ISP-bound traffic, 
implicit in our October Order’s construing of the 1996 Act, does not promote 
real competition in telecommunications. Rather, it enriches competitive local 
exchange carriers, Internet service providers, and Internet users at the expense of 
telephone customers or shareholders. This is done under the guise of what 
purports to be competition, but is really just an unintended arbitrage opportunity 
derived from regulations that were designed to promote real competition. A 
loophole, in a word. ... But regulatory policy ... ought not to create such 
loopholes or, once having recognized their effects, ought not leave them open. 

Real competition is more than just shifting dollars from one person’s pocket to 
another’s. And it is even more than the mere act of some customers’ choosing 
between contending carriers. Real competition is not an outcome in itself-it is 
a means to an end. The “end” in this case is economic eficiency . . . Failure by 
an economic regulatory agency to insist on true competition and economic 
efficiency in the use of society’s resources is tantamount to countenancing and, 
to some degree, encouraging waste of those resources. Clearly, continuing to 
require payment of reciprocal compensation . . . is not an opportunity to promote 
the general welfare. It is an opportunity only to promote the welfare of certain 
CLECs, ISPs, and their customers, at the expense of Bell Atlantic’s telephone 
customers and shareholders.I9 

Q. WHY WOULD THE ILEC-CLEC LOCAL INTERCONNECTION REGIME WITH 

PAYMENT OF RECIPROCAL COMPENSATION FOR ISP-BOUND TRAFFIC 

HARM ECONOMIC EFFICIENCY AND FAIL TO PROMOTE TRUE 

COMPETITION? 

A. The harm to economic efficiency in an ILEC-CLEC local interconnection regime with 

payment of reciprocal compensation for ISP-bound traffic occurs for three reasons: 

1. Inefficient subsidization of Internet users by non-users. 

2. Distortion of the local exchange market. 

3. Creation of perverse incentives to arbitrage the system at the expense of basic exchange 
ratepayers. 

l9 Id. Emphasis added (in part) and in original (in part). 
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PLEASE EXPLAIN HOW THE ILEC-CLEC INTERCONNECTION REGIME 

FOR ISP-BOUND TRAFFIC COULD CAUSE INEFFICIENT SUBSIDIZATION 

OF INTERNET USERS BY NON-USERS. 

The principle of cost causation requires that the ISP customer pay at least the cost its call 

imposes on the circuit-switched network.20 Suppose inter-carrier compensation for ISP- 

bound traffic is treated as in the ILEC-CLEC interconnection regime (Figure 1). This 

regime assumes at the outset that the customer initiating the call has paid the originating 

ILEC for the end-to-end carriage of the call, typically, the per-call equivalent of the local 

call charge. Out of what it receives, the ILEC would then pay reciprocal compensation to 

the CLEC that “terminates” to the ISP. This compensation is a per-minute call termination 

charge which, ideally, should reflect the incremental cost that the ILEC avoids by not 

having to “terminate” the call itself. In this scenario, problems can emerge from two 

sources. 

First, if the local call charge is itself inefficient, e.g., it is below the incremental cost 

of carrying an end-to-end local voice call, then it cannot be sufficient to allow recovery of 

both the ILEC’s incremental cost to originate the call and the CLEC’s incremental cost to 

“terminate” the call. In other words, once reciprocal compensation has been paid, the 

ILEC would fail to recover its cost of carrying the ISP-bound call when the local call 

charge itself is inefficient. If the ILEC breaks even for all of its services in these 

circumstances, that would mean that Internet use (for which the cost exceeds revenue) is 

being subsidized by non-Internet and, most likely, non-local exchange services. This 

scenario is likely to play out whenever, in order to promote universal service, the local 

residential call charge in a state is set below the incremental cost of that call. 

Second, if the cost to “terminate” an ISP-bound call is less than the cost to terminate 

the average voice call (on which most reciprocal compensation arrangements are based), 

then the CLEC would recover in excess of its cost. Even if the local per-call charge were 

2o It is assumed that the cost imposed by that customer for the packet-switched network portion of the Internet call 
is recovered through monthly access charges by the ISP serving that customer. 
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Q. 

A. 

Q. 

A. 

compensatory, the ILEC could still end up with a higher cost liability than necessary (the 

sum of its own originating cost and the CLEC’s inflated “termination” charge) and a net 

revenue deficit from carrying the ISP-bound call. Again, the Internet user would not be 

paying the cost he imposes on the originating ILEC (equivalent to receiving a subsidy). 

This form of subsidization of Internet use within the circuit-switched network can 

inefficiently stimulate demand for Internet services and further aggravate the ILEC’s 

tenuous position under the ILEC-CLEC interconnection regime. Additional negative 

consequences could be (1) greater congestion at local switches engineered for voice traffic 

generally and, as a result, poorer quality of voice traffic, and (2) opportunistic 

specialization by CLECs in the “termination” only of ISP-bound traffic. I discuss the 

resulting distortion of the local exchange market below. 

WHAT IS THE DILEMMA THAT THE ORIGINATING ILEC WOULD THEN 

FACE WITH RESPECT TO ITS OWN CUSTOMERS? 

The originating ILEC’s dilemma would then be to find a solution to the subsidization 

problem that is both economically correct and politically feasible. The subsidy to Internet 

use can be eliminated by charging differently for such use than for voice calls. 

Specifically, this would mean that Internet use is charged a higher rate than other local 

calls. While this solution would, in principle, appear economically feasible, it would 

require that ILECs be able to distinguish calls headed for Internet destinations from those 

headed for non-Internet destinations within the local calling area, and to charge for each 

call accordingly. Assuming that ILECs are able to make that distinction, such a solution 

would, nevertheless, mark a significant departure from the current practice of charging all 

customers within the same calling area the same averaged residential local rate on a flat- 

rated basis &e., not per call). A movement in this direction is far from certain at this time. 

HOW WOULD THE ILEC-IXC INTERCONNECTION REGIME WITH THE 

PAYMENT OF ACCESS-LIKE CHARGES SOLVE THIS PROBLEM? 

In the ILEC-IXC regime (Figure 2), the ISP customer that initiates the call causes all of the 

costs that are incurred, and, except for the explicit subsidy to ISP access represented by the 
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exemption from charges analogous to interstate access charges, remains responsible for 

paying costs of originating, transporting, and switching its traffic to the ISP. The revenues 

that the CLEC collects from the ISP for line-side connections (over which the ISP receives 

all Internet-bound calls) can be shared by the ILEC and the CLEC in the same proportion 

as their respective costs of carrying ISP-bound calls. While this may not be sufficient for 

the full recovery by both of their ISP traffic-related costs, the ILEC-IXC regime would at 

least ensure that the ILEC and the CLEC both contribute to the ISP access subsidy no more 

than the same proportion of their respective costs. This arrangement would be 

competitively neutral because the ILEC and the CLEC would both contribute to the 

Internet subsidy (wrought by the FCC exemption to ISPs) rather than just the ILEC that 

originates the ISP-bound traffic. In this regime, an ISP would have no particular incentive 

to become a CLEC itself, nor would the competition between the ILEC and the CLEC to 

serve ISPs be distorted by the incentive to seek compensation for “terminating” calls. 

PLEASE EXPLAIN HOW THE ILEC-CLEC INTERCONNECTION REGIME 

FOR ISP-BOUND TRAFFIC COULD CAUSE THE LOCAL EXCHANGE 

MARKET TO BE DISTORTED. 

Under the ILEC-CLEC interconnection regime, the compensation paid to CLECs evidently 

exceeds the cost they incur in “terminating” the traffic and also exceeds whatever costs 

BellSouth might save when CLECs “terminate” the traffic. That the prices do not reflect 

costs should not be surprising. In Kentucky, interconnection prices are based on 

BellSouth’s forward-looking TELRIC costs of terminating traffic averaged over a wide 

range of end-users.Z’ In fact, the cost of terminating traffic to particular end-users varies a 

great deal, depending upon their location and the characteristics of the traffic. When traffic 

is balancedzz between the ILEC and the CLEC, the accuracy of the TELRIC study is less 

” Average holding times are significantly longer for ISP-bound traffic: roughly 20 minutes compared with 3 
minutes for ordinary voice traffic. Thus, the cost of call setup on a per minute basis is roughly only one-seventh 
of the per minute cost of call setup for ordinary voice traffic. 

zz Traffic is said to be “balanced” when originating and terminating volumes are similar. 
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material; an ILEC that overpays to terminate traffic on the CLEC’s network is 

compensated when the CLEC similarly overpays to terminate traffic on the ILEC’s 

network. Thus, when traffic is balanced, no individual ILEC or CLEC can be helped or 

handicapped in competing for retail customers in the local exchange market by the 

requirement that interconnection prices be based on TELRICs averaged over all customers. 

0 

However, when traffic between the ILEC and the CLEC is grossly unbalanced, e.g., 

when the CLEC originates little or no traffic, the accuracy of the TELRIC study for the 

traffic served by that CLEC is critical. If the cost to BellSouth to deliver ISP-bound traffic 

to the ISP is the same as to a specialized CLEC collocated with the ISP, then paying 

reciprocal compensation at an averaged rate would cause BellSouth’s total cost of local 

service to increase. This cost increase would not be offset by a similar increase in revenue 

from terminating the CLEC’s traffic (because the CLEC does not originate any traffic). 

Thus, local exchange competition would be distorted by the inapplicability of the averaged 

TELRIC to ISP traffic; CLECs that primarily serve ISPs (and originate little or no traffic) 

would receive revenues in excess of cost while ILECs (or even other CLECs) that serve all 

types of customers would experience an increase in costs without a commensurate increase 

:: 
16 

17 in revenues. 
- 

18 Q. DOES THAT MEAN THAT RECIPROCAL COMPENSATION IS ILL-ADVISED 

19 

20 

21 

22 

23 

24 

25 

26 

27 

BECAUSE TRAFFIC BETWEEN THE ORIGINATING ILEC AND THE CLEC 

THAT “TERMINATES” ISP TRAFFIC IS UNBALANCED? 

A. Yes, but the problem here is not simply that traffic is unbalanced. First of all, ISP-bound 

traffic is not local and, therefore, not eligible for reciprocal compensation, a form of inter- 

carrier compensation reserved for local interconnection only. However, even on the matter 

of traffic balance, it is worth noting that reciprocal compensation was never envisioned as 

appropriate inter-carrier compensation when all traffic is essentially one-way. This would 

be particularly true when the true cost to terminate for the carrier that only receives traffic 

is actually lower than the termination cost (experienced by the carrier that sends traffic) on 

which a symmetrical compensation arrangement is based. But, even with balanced traffic, a 28 
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requiring reciprocal compensation payments for ISP-bound calls would violate the 

economic principle of recovering cost in accordance with cost causation. 

Q. PLEASE EXPLAIN HOW THE ILEC-CLEC INTERCONNECTION REGIME 

FOR ISP-BOUND TRAFFIC COULD CREATE PERVERSE INCENTIVES TO 

ARBITRAGE THE SYSTEM AT THE EXPENSE OF BASIC EXCHANGE 

RATEPAYERS. 

A. Arbitrage is frequently a response to a market distortion. As the DTE in Massachusetts 

clearly recognized, unintended arbitrage opportunities can easily emerge when competition 

in the local exchange market is distorted by basing inter-carrier compensation for ISP- 

bound traffic on the ILEC-CLEC local interconnection regime. When the compensation 

available to the CLEC for “terminating” ISP-bound traffic exceeds its actual cost of 

“terminating” that traffic, the CLEC will have a strong incentive to “terminate” as much 

ISP traffic as possible. The desire to maximize profits can bring forth some very inventive 

schemes that take advantage of this discrepancy but which distort market outcomes and 

reduce the efficiency of the telecommunications network. For example, the CLEC’s profits 

would increase whenever a BellSouth subscriber-r his computer+ould be induced to 

call the ISP and remain on the line 24 hours a day.23 Sensing this pure arbitrage profit 

opportunity, CLECs would also have a strong incentive-indeed, have as their raison 

d’gtre-to specialize only in “terminating” ISP-bound traffic, to the exclusion of offering 

any other type of local exchange service. These “ISP-specializing” CLECs can-and do- 

easily form a three-way axis with the sole purpose of generating revenues from reciprocal 

compensation: the CLECs themselves, ISPs that have their traffic “terminated” by those 

CLECs but may also receive a share of the reciprocal compensation revenuesthe spoils 

of this arrangement-to ensure their loyalty and cooperation, and ISP customers on the 

23 Dedicated (private line) connections that bypass the public switched network are most efficient for customers 
desiring “always-on” or 24 hour connectivity. Despite this fact, such connectivity is sometimes offered in a 
manner that involves traffic origination through an ILEC’s switch and termination through an ISP-serving 
CLEC’s switch. This arrangement is clearly less interested in efficiency or the best use of valuable network 
resources than it is in generating the maximum possible revenue from reciprocal compensation. 
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originating ILEC’s network that generate the ISP-bound traffic. Also, the ISPs themselves 

are better off if their customers obtain their non-Internet local telephone service not from 

the CLECs that “terminate” ISP-only traffic but from the ILEC or other CLECs that do not 

serve ISPs. This is likely to create a further distortion in the local exchange market, 

contrary to the vision of competition embodied in the Telecommunications Act of 1996 

(“1996 Act”). 

This issue can be put in perspective as follows. Assume, for purposes of illustration, 

that (1) the ILEC serves 95 percent of end-users and the CLEC serves the other 5 percent 

and (2) end-users are generally similar in their use of (calls to) the Internet. If the ISP then 

contracts with the ILEC-rather than the CLEC-for delivery of Internet calls, then 95 

percent of such calls would originate and “terminate” within the ILEC’s network and, as a 

result, generate no reciprocal compensation payments. However, if that ISP were to 

contract with the CLEC for the delivery of Internet traffic, the same 95 percent of Internet 

calls originating within the ILEC’s network would traverse the CLEC’s switch(es) on its 

way to the ISP. This arrangement would, therefore, generate reciprocal compensation 

payments on 95 percent of Internet calls handled by the two networks. Clearly, a strong 

incentive would then exist for both the CLEC and the ISP to opt for the latter arrangement. 

It is not surprising, therefore, that the DTE in Massachusetts felt compelled to opine: 

We note also that termination of the obligation for reciprocal compensation 
payments for ISP-bound traffic (because that traffic is no longer deemed local) 
removes the incentive for CLECs to use their regulatory status “solely (or 
predominately)” to funnel traffic to ISPS.~~ 

Q. HAVE REGULATORS TAKEN EXPLICIT NOTE OF THE FACT THAT THESE 

ARBITRAGE OPPORTUNITIES ARISE BECAUSE PRICES (OR, 

COMPENSATION RATE§) ARE OUT OF LINE WITH TERMINATION COSTS? 

A. Yes. Where the cost of terminating traffic to a particular type of customer differs greatly 

from the average, the FCC has recognized the possibility of arbitrage and has declined to 

24 Massachusetts ISP Compensation Order. 
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use the ILEC’s TELRIC termination costs as a proxy for those of the CLEC: 

Using incumbent LEC’s costs for termination of traffic as a proxy for paging 
providers’ costs, when the LECs’ costs are likely higher than paging providers’ 
costs, might create uneconomic incentives for paging providers to generate 
traffic simply in order to receive termination compensation.2s 

Instead, the FCC has required separate cost studies to justify a cost-based termination rate 

which the FCC explicitly expects would be lower than the wireline ILECs’ TELRIC-based 

rate. Note that the paging case also involves one-way calling; like ISPs, paging companies 

do not originate traffic. 

More recently, the FCC has acknowledged that: 

efficient rates for inter-carrier compensation for ISP-bound traffic are not likely 
to be based entirely on minute-of-use pricing structures. In particular, pure 
minute-of-use pricing structures are not likely to reflect accurately how costs are 
incurred for delivering ISP-bound traffic.26 

This is clear recognition of the fact that TELRIC-based rates are fundamentally unsound 

for inter-carrier compensation for ISP-bound traffic. Echoing this sentiment, the 

Massachusetts DTE has stated flatly that 

The revenues generated by reciprocal compensation for . . . incoming traffic are 
most likely in excess of the cost of sending such traffic to ISPs. ... Not 
surprisingly, ISPs view themselves as beneficiaries of this “competition” and 
argue fervently in favor of maintaining reciprocal compensation for ISP-bound 
traffic. However, the benefits gained, through this regulatory distortion, by 
CLECs, ISPs, and their customers do not make society as a whole better off, 
because they come artificially at the expense of others.27 

Q. UNDER RECIPROCAL COMPENSATION, WOULD ALL CARRIERS HAVE 

THIS INCENTIVE AND OPPORTUNITY TO MAXIMIZE THE RATIO OF 

“INBOUND” TO “OUTBOUND” TRAFFIC? 

A. Absolutely not. There is a fundamental and significant asymmetry in the manner in which 

” Local Competition Order, 71093. 

Internet Traffic Order, 129. 

” Massachusetts ISP Compensation Order. Emphasis added. 
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the ILEC and the CLEC compete for and serve customers. While the CLEC can choose 

the type of service it provides or the type of customer it wishes to serve, an ILEC like 

BellSouth is obliged to serve anyone that demands service. This asymmetry clearly 

implies that, in a regime of reciprocal compensation for ISP-bound traffic, CLECs would 

find it to their advantage to maximize inbound relative to outbound calling. This would 

most likely mean a greater emphasis on serving ISPs than on serving any other type of 

customer. In contrast, an ILEC that already has an embedded base of customers and must 

be the carrier of last resort cannot manipulate the mix of terminating and originating traffic 

in the manner that CLECs can. 

The advantage enjoyed by CLECs in this respect is two-pronged. First, by 

maximizing terminating relative to originating traffic, CLECs can also maximize their 

revenues fiom reciprocal compensation. Second, by selecting customers (such as ISPs) for 

whom the per minute cost to handle traffic is lower than for the average local call, CLECs 

can ensure the greatest possible profit margin between the going termination rate and their 

lower “termination” cost. 

Q. 

A. 

WOULD RECIPROCAL COMPENSATION FOR ISP-BOUND CALLS 

UNFAIRLY DISADVANTAGE ONLY AN ILEC LIKE BELLSOUTH IN THIS 

MANNER? 

No. In my opinion, this unfair disadvantage to the ILEC could arise in all circumstances in 

which the ILEC, by virtue of its carrier of last resort status, experiences the regulatory and 

market asymmetry I described earlier relative to CLECs that are not so constrained. Even 

independent and rural local exchange carriers in Kentucky that have carrier of last resort 

status within their territories are vulnerable to CLEC manipulation of reciprocal 

compensation for ISP-bound traffic. In fact, the detrimental financial impact of such 

manipulation on these smaller incumbent local exchange carriers is likely to be relatively 

larger and more severe. That is because the size of reciprocal compensation payments 

grows with the number of minutes of ISP-bound traffic reaching the CLEC. As the ISP- 

bound traffic becomes essentially one-way fiom the small independent carrier to the ISP- 
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specializing CLEC (with little or no hope of return traffic), that independent carrier’s 

reciprocal compensation payments can easily become so large as to threaten its financial 

viability. 

Q. WHAT DO YOU CONCLUDE IN LIGHT OF THESE ACKNOWLEDGEMENTS? 

A. In light of these acknowledgements, it is reasonable to expect that a fairer system of inter- 

carrier compensation may yet be more widely adopted for all forms of one-way traffic. 

The ILEC-IXC interconnection regime offers one such alternative. More importantly, 

under that alternative: 

1. perverse incentives and unintended arbitrage opportunities are removed, 

2. cost causation guides cost recovery (including the payment of access-like usage-based 
charges by ISPs to ILECs and CLECs that handle their traffic), 

3. more efficient use is made of network resources, 

4. inefficient entry for the sake of earning opportunistic arbitrage profits is prevented, and 

5. true competition (undistorted by the gain from specializing in terminating one-way 
traffic) can be realized in the local exchange market. 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 

A. Yes. 
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and the National Science Foundation and has served as an Associate Editor of the Journal of 
Econometrics. 

EDUCATION 

UNIVERSITY OF CALIFORNIA, BERKELEY 
Ph.D., Economics, 1974 

UNIVERSITY OF CALIFORNIA, BERKELEY 
M.A., Statistics, 1970 

HARVARD COLLEGE 
B.A., Economics, 1968 
(Magna Cum Laude) 

EMPLOYMENT 

NATIONAL ECONOMIC RESEARCH ASSOCIATES, INC. (NERA) 
1988- 
Taylor has directed many studies applying economic and statistical reasoning to regulatory, 
antitrust and competitive issues in telecommunications markets. In the area of environmental 
regulation, he has studied statistical problems associated with measuring the level and rate of 
change of emissions. 

Senior Vice President, Office Head, Telecommunications Practice Director. Dr. 

0 

BELL COMMUNICATIONS RESEARCH, INC. (Bellcore) 
1983-1 988 
formerly American Telephone and Telegraph Company. While at Bellcore, Dr. Taylor 
performed theoretical and quantitative research focusing on problems raised by the 
implementation of access charges. His work included design and implementation of demand 
response forecasting for interstate access demand, quantification of potential bypass liability, 
design of optimal nonlinear price schedules for access charges and theoretical and quantitative 
analysis of price cap regulation of access charges. 

Division Manager, Economic Analysis, formerly Central Services Organization, 

BELL TELEPHONE LABORATORIES 
1975-1 983 
research on theoretical and applied econometrics, focusing on small sample theory, panel data 
and simultaneous equations systems. 

Member, Technical Staff, Economics Research Center. Performed basic 

MASSACHUSETTS INSTITUTE OF TECHNOLOGY 
Fall 1977 
courses in econometrics. 

Visiting Associate Professor, Department of Economics. Taught graduate 
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CENTER FOR OPERATIONS RESEARCH AND ECONOMETRICS 
UniversitC Catholique de Louvain, Belgium. 
1974-1 975 
econometric theory and on cost function estimation. 

Research Associate. Performed post-doctoral research on finite sample 

CORNELL UNIVERSITY 
1972-1 975 
graduate and undergraduate courses on econometrics, microeconomic theory and principles. 

Assistant Professor, Department of Economics. (On leave 1974-1 975.) Taught 

MISCELLANEOUS 

1985- 1995 
1990- 
1995- 

Associate Editor, Journal of Econometrics, North-Holland Publishing Company. 
Board of Directors, National Economic Research Associates, Inc. 
Board of Trustees, Treasurer, Episcopal Divinity School, Cambridge, 
Mas sac husetts . 

PUBLICATIONS 

“Smoothness Priors and Stochastic Prior Restrictions in Distributed Lag Estimation,” 

“Prior Information on the Coefficients When the Disturbance Covariance Matrix is Unknown,” 

“Small Sample Properties of a Class of Two Stage Aitken Estimators,” Econornetrica, 45 

“The Heteroscedastic Linear Model: Exact Finite Sample Results,” Econornetrica, 46 (1 978), 

“Small Sample Considerations in Estimation from Panel Data,” Journal ofEconornetrics, 13 

“Comparing Specification Tests and Classical Tests,” Bell Laboratories Economics Discussion 

“Panel Data and Unobservable Individual Effects,” Econornetrica, 49 (198 l), pp. 1377- 1398 

“On the Efficiency of the Cochrane-Orcutt Estimator,” Journal ofEconornetrics, 17 (1 98 l), pp. 

“A Generalized Specification Test,” Economics Letters, 8 (1 98 l), pp. 239-245 (with J.A. 

“Identification in Linear Simultaneous Equations Models with Covariance Restrictions: An 

International Economic Review, 15 (1974), pp. 803-804. 

Econornetrica, 44 (1976), pp. 725-739. 
a 

(1 977), pp. 497-508. 

pp. 663-676. 

(1 980) pp. 203-223. 

Paper, 1980 (with J.A. Hausman). 

(with J.A. Hausman). 

67-82. 

Hausman). 

Instrumental Variables Interpretation,” Econornetrica, 5 1 (1 983), pp. 1527-1 549 (with J.A. 
Hausman). 

“On the Relevance of Finite Sample Distribution Theory,” Econometric Reviews, 2 (1983), pp. 
1-84. 
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“Universal Service and the Access Charge Debate: Comment,” in P.C. Mann and H.M. Trebing 
(editors), Changing Patterns in Regulation, Markets, and Technology: The EHect on Public 
Utility Pricing. The Institute of Public Utilities, Michigan State University, 1984. 

“Recovery of Local Telephone Plant Costs under the St. Louis Plan,” in P.C. Mann and H.M. 
Trebing (editors), Impact of Deregulation and Market Forces on Public Utilities. The 
Institute of Public Utilities, Michigan State University, 1985. 

Proceedings of the Twelfth Annual Telecommunications Policy Research Conference, 1985. 

Telecommunications Deregulation Forum. Karl Eller Center, College of Business and 
Public Administration, University of Arizona, Tucson, Arizona, 1986. 

“Panel Data” in N.L. Johnson and S .  Kotz (editors), Encyclopedia of Statistical Sciences. John 
Wiley & Sons, New York, 1986. 

“An Analysis of Tapered Access Charges for End Users,” in P.C. Mann and H.M. Trebing 
(editors), New Regulatory and Management Strategies in a Changing Market Environment. 
The Institute of Public Utilities, Michigan State University, 1987 (with D.P. Heyman, J.M. 
Lazorchak, and D.S. Sibley). 

“Efficient Estimation and Identification of Simultaneous Equation Models with Covariance 
Restrictions,” Econometrica, 55 (1987), pp. 849-874 (with J.A. Hausman and W.K. 
Newey). 

“Alternative NTS Recovery Mechanisms and Geographic Averaging of Toll Rates,” in 
Proceedings of the Thirteenth Annual Rate Symposium: Pricing Electric, Gas, and 
Telecommunications Services. The Institute for the Study of Regulation, University of 
Missouri, Columbia, 1987. 

“Price Cap Regulation: Contrasting Approaches Taken at the Federal and State Level,” in W. 
Bolter (editor), FederaUState Price-of-Service Regulation: Why, What and How?, 
Proceedings of the George Washington University Policy Symposium, December, 1987. 

“Local Exchange Pricing: Is There Any Hope?’,,. in J. Alleman (editor), Perspectives on the 
Telephone Industry: The Challenge of the Future. Ballinger Publishing Company, 
Cambridge, Massachusetts, 1989. 

“Generic Costing and Pricing Problems in the New Network: How Should Costs be Defined 
and Assessed,” in P.C. Mann and H.M. Trebing (editors) New Regulatory Concepts, Issues, 
and Controversies. The Institute of Public Utilities, Michigan State University, 1989. 

“Telephone Penetration and Universal Service in the 1 9 8 0 ~ ~ ”  in B. Cole (editor), Divestiture 
Five Years Later. Columbia University Press, New York, New York, 1989 (with L.J. Perl). 

“Regulating Competition for IntraLATA Services,” in Telecommunications in a Competitive 
Environment, Proceedings of the Third Biennial NERA Telecommunications Conference, 

“Access Charges and Bypass: Some Approximate Magnitudes,” in W.R. Cooke (editor), 

“Federal and State Issues in Non-Traffic Sensitive Cost Recovery,” in Proceedingsfiom the 

1989, pp. 35-50. 
“Costing Principles for Competitive Assessment,” in Telecommunications Costing in a 

Dynamic Environment, Bellcore-Bell Canada Conference Proceedings, 1989 (with T. J. 
Tardiff). 
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“Optional Tariffs for Access in the FCC’s Price Cap Proposal,” in M. Einhorn (ed.), Price Caps 

and Incentive Regulation in the Telecommunications Industry. Kluwer, 1991 (with D.P. 
Heyman and D.S. Sibley). 

“Alternative Measures of Cross-Subsidization,” prepared for the Florida Workshop on 
Appropriate Methodologies for the Detection of Cross--Subsidies, June 8, 199 1. 

“Predation and Multiproduct Firms: An Economic Appraisal of the Sievers-Albery Results,” 
Antitrust Law Journal, 30 (1992), pp. 785-795. 

“Lessons for the Energy Industries from Deregulation in Telecommunications,” Proceedings of 
the 46th Annual Meeting of the Federal Energy Bar Association, May 1992. 

“Efficient Price of Telecommunications Services: The State of the Debate,” Review of 
Industrial Organization, Vol. 8, pp. 21-37, 1993. 

“Status and Results of Regulatory Reform in the U.S. Telecommunications Industry,” in C.G. 
Stalon, Regulatory Responses to Continuously Changing Industry Structures. The Institute 
of Public Utilities, Michigan State University, 1992. 

“Post-Divestiture Long-Distance Competition in the United States,” American Economic 
Review, Vol. 83, No. 2, May 1993 (with Lester D. Taylor). Reprinted in E. Bailey, J. 
Hower, and J. Pack, The Political Economy of Privatization and Deregulation. London: 
Edward Elgar, 1994. 

“Comment on ‘Pricing of Inputs Sold to Competitors,’ by W.J. Baumol and J.G. Sidak,” Yale 
Journal on Regulation, Vol. 11, Issue 1, 1994, pp. 225-240 (with Alfred E. Kahn). 

“Comments on Economic Efficiency and Incentive Regulation,” Chapter 7 in S. Globerman, 
W. Stanbury and T. Wilson, The Future of Telecommunications Policy in Canada. 
Toronto: Institute for Policy Analysis, University of Toronto, April 1995. 

“Revising Price Caps: The Next Generation of Incentive Regulation Plans,” Chapter 2 in M.A. 
Crew (ed.) Pricing and Regulatory Innovations under Increasing Competition. Boston: 
Kluwer Academic Publishers, May 1996 (with T. Tardiff). 

Regulatory Economics, May 1997, pp. 227-256 (with J.D. Zona). 

and Long Distance Provider,” Journal of Regulatory Economics, March 1998, pp. 183-196 
(with Richard Schmalensee, J.D. Zona and Paul Hinton). 

Utilities; 30th Annual Conference: Competition in Crisis: Where are Network Industries 
Heading? The Institute of Public Utilities, Michigan State University, 1999. 

a 

“An Analysis of the State of Competition in Long-Distance Telephone Markets,” Journal of 

“An Analysis of the Welfare Effects of Long Distance Market Entry by an Integrated Access 

“Market Power and Mergers in Telecommunications,” Proceedings of the Institute of Public 

TESTIMONIES 

Access Charges 

Florida Public Service Commission (Docket No. 820537-TP), July 22, 1983. 
Arkansas Public Service Commission (Docket No. 83-042-U), October 7, 1985. 
Public Utility Commission of Texas (Docket No. 8585), December 18, 1989. 

0 
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Mexican Secretariat of Communications and Transport, affidavit re interconnection regulation 

Federal Communications Commission (CC Docket No. 96-98), affidavit July 8, 1996; exparte 

Federal Communications Commission (CC Docket No. 96-262 et. al.) with Richard 

New York Public Service Commission (Case 94-C-0095 and 28425), Panel Testimony, May 8, 

Pennsylvania Public Utility Commission (Docket No. I-00960066), June 30, 1997. Rebuttal 

Connecticut Department of Public Utility Control (Docket No. 96-04-07), October 16, 1997. 
Federal Communications Commission (exparte CC Docket No. 96-262 et. al.), with Richard 

Federal Communications Commission (CCBKPD 98-12), March 18, 1998. 
Federal Communications Commission (CC Docket Nos. 96-262,94- 1,97-250 and RM 92 lo), 

Federal Communications Commission (Docket No. 99-24), with Karl McDermott, January 20, 

Vermont Public Service Board (Docket No. 6167), May 20, 1999. Supplemental May 27, 

e 
with T. J. Tardiff, October 18, 1995. 

letters filed July 22, 1996 and July 23, 1996. 

Schmalensee, January 29,1997). Rebuttal February 14,1997. 

1997. Rebuttal Panel Testimony July 8, 1997. 

July 29, 1997. Surrebuttal August 27, 1997. 

Schmalensee, January 21, 1998. 

October 26, 1998. Reply November 9, 1998. 

1999. Reply April 8, 1999. 

1999. 

0 Incentive and Price Cap Regulation 

Federal Communications Commission (Docket No. 87-3 13), March 17, 1988. 
Florida Public Service Commission (Docket No. 880069-TL), June 10, 1988. 
Federal Communications Commission (Docket No. 87-3 13), August 18, 1988. Rebuttal 

New Hampshire Public Service Commission (Docket 89-OlO), March 3, 1989. 
Federal Communications Commission (Docket No. 87-3 13), June 9, 1989. 
Federal Communications Commission (Docket No. 87-3 13), August 3, 1989. (2 filings) 
New York State Public Service Commission (Case 28961 - Fifth Stage), September 15, 1989. 
Georgia Public Service Commission (Docket No. 3882-U), September 29, 1989. 
Federal Communications Commission (Docket 87-3 13), May 3, 1990. 
Federal Communications Commission (Docket 87-3 13), June 8, 1990 (2 filings). 
State of Maine Public Utilities Commission (Docket No. 89-397), June 15, 1990. 
Montana Public Service Commission (Docket No. 90.8.46), October 4, 1990. 
Federal Communications Commission (Docket 87-3 13), December 21, 1990. 
Tennessee Public Service Commission, February 20, 199 1. 
Federal Communications Commission (Docket 87-313) with Alfred E. Kahn), June 12, 1991. 
California Public Utilities Commission (Phase I1 of Case 90-07-037) with Timothy J. Tardiff, 

Rhode Island Public Utilities Commission (Docket No. 1997), September 30, 1991. 
Montana Public Service Commission (Docket No. 90.12.86), November 4, 1991. Additional 

November 18,1988. 

August 30, 1991. Supplemental testimony January 21, 1992. 

testimony January 15, 1992. 0 
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Federal Communications Commission (Pacific Bell Tariff F.C.C. No. 128, Transmittal No. 

California Public Utilities Commission (Docket No. 1.87-1 1-033), with T.J. Tardiff, May 1, 

Delaware Public Utilities Commission (Docket No. 33), June 22, 1992. 
Florida Public Service Commission (Docket No. 920260-TL), December 18, 1992. 
California Public Utilities Commission (Docket No. 1.87-1 1-033), with T.J. Tardiff, April 8, 

1993, reply testimony May 7, 1993. 
Canadian Radio-Television and Telecommunications Commission (Docket No. 92-78), with 

T.J. Tardiff, April 13, 1993 (2 filings). 
Federal Communications Commission (Petition for Declaratory Ruling and Related Waivers to 

Establish a New Regulatory Model for the Ameritech Region), April 16, 1993. Reply 
Comments, July 12, 1993. 

statement, June 7, 1993. Second supplementary statement,” June 14, 1993. 

July 5, 1994. 

Rebuttal January 18,1994. 

Rebuttal October 26, 1994. 

1579) with T.J. Tardiff, April 15, 1992. Reply comments July 3 1, 1992. 

1992. 

Delaware Public Utilities Commission (Docket No. 33), June 1, 1993. Supplementary 

Vermont Public Service Board (Dockets 5700/5702), September 30, 1993. Rebuttal testimony 

Pennsylvania Public Utility Commission (Docket No. P-009350719, October 1, 1993. 

Massachusetts Department of Public Utilities (Docket No. D.P.U. 94-50), April 14, 1994. 

Federal Communications Commission (CC Docket 94-l), May 9, 1994. Reply June 29, 1994. 
Federal Communications Commission (CC Docket 94-1) with R. Schmalensee, May 9, 1994. 

New York State Public Service Commission (Case 92-C-0665), panel testimony, October 3, 

State of Maine Public Utilities Commission (Docket Nos. 94-123/94-254), December 13, 1994. 

Canadian Radio-Television and Telecommunications Commission (Application of Teleglobe 

I a 
Reply June 29, 1994. 

1994. 

Rebuttal January 13,1995. 

Canada for Review of the Regulatory Framework of Teleglobe Canada Inc.), December 2 1, 
1994. 

productivity growth and price cap plans, April 18, 1995. 
Kentucky Public Service Commission, testimony re concerning telecommunications 

California Public Utilities Commission (U 1015 C), May 15, 1995. Rebuttal January 12, 1996. 
State of Connecticut, Department of Public Utility Control (DPUC Docket No. 95-03-01), June 

Louisiana Public Service Commission (Docket No. U- 17949, Subdocket E), July 24, 1995. 
California Public Utilities Commission (Investigation No. 1.95-05-047), with R.L. Schmalensee 

Mississippi Public Service Commission (Docket No. 95-UA-3 13), October 13, 1995. 
Louisiana Public Service Commission (Docket No. U-20883), November 2 1, 1995. 
Federal Communications Commission (CC Docket No. 94-l), with T. Tardiff and C. Zarkadas, 

19, 1995. 

and T.J. Tardiff, September 8, 1995. Reply September 18, 1995. 

December 18, 1995. Reply March 1,1996. 
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North Carolina Utilities Commission (Docket No. P-7, Sub 825; P-10, Sub 479), February 9, 

Rhode Island Public Utilities Commission (Docket No. 2370), February 23, 1996. Rebuttal 

Pennsylvania Public Utility Commission (Docket No. P-00961024), April 15, 1996. Rebuttal 

Canadian Radio-Television and Telecommunications Commission, in response to CRTC 

Federal Communications Commission (CC Docket 96-262 et al.), exparte March 1997. 
Federal Communications Commission (CC Docket Nos. 93-193, Phase 1, Part 2,94-65), May 

Vermont Public Service Board (Docket no. 6000), January 19,1998. 
Colorado Public Utilities Commission (Docket No. 97A-540T, January 30, 1998. Rebuttal 

California Public Utilities Commission, affidavit on economic principles for updating Pacific 

California Public Utilities Commission, reply comments on Pacific proposal to eliminate 

1996. 

June25,1996. 

July 19, 1996. 

Telecom Public Notice CRTC 96-8 (2 filings), June 10, 1996. 

19, 1997. 

May 14, 1998. 

Bell’s price cap plan. Filed February 2, 1998. 

vestiges of ROR regulation and inflation minus productivity factor formuldindex, filed 
June 19,1998. 

Pennsylvania Public Utility Commission (Docket No. P-0098 141 0), October 16, 1998. 
Rebuttal February 4,1999. 

Comisi6n Federal de Telecomunicaciones de MCxico (“Cofetel”), “Economic Parameter Values 
in the Telmex Price Cap Plan,” arbitrator’s report regarding the renewal of the price cap 
plan for Telmex, February 15, 1999. 

Kentucky Public Service Commission (Docket No. 98-292), April 5, 1999. 

Payphone 

California Public Utilities Commission (Case 88-04-029), July 1 1, 1988. 
Illinois Commerce Commission (Docket No. 88-0412), August 3, 1990. Surrebuttal December 

Michigan Public Service Commission (Case No. U-l1756), October 9, 1998. 
South Carolina Public Service Commission (Docket No. 97-124-C), December 7, 1998. 
New Jersey Board of Public Utilities (OAL DOCKET Nos. PUCOT 11269-97N, PUCOT 

9, 1991. 

11357-97N, PUCOT 01 186-94N AND PUCOT 09917-98N), March 8,1999. Surrebuttal 
June 21,1999. 

Economic Costing and Pricing Principles 

Florida Public Service Commission (Docket No. 820400-TP), June 25, 1986. 
Delaware Public Service Commission (Docket No. 86-20, Phase 11), March 3 1, 1989. Rebuttal 

Delaware Public Service Commission (Docket No. 89-24T), August 17, 1990. 
Florida Public Service Commission (Docket No. 900633-TL), May 9, 1991. 

November 17,1989. ’* 
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Maryland Public Service Commission (Case No. 8584, Phase 11), December 15, 1994. 

Additional direct testimony May 5 ,  1995. Rebuttal testimony filed June 30, 1995. 
Canadian Radio-Television and Telecommunications Commission, Response to Interrogatory 

SRCI(CRTC) 1Nov94-906, ‘‘Economies of Scope in Telecommunications,” January 3 1, 
1995. 

Pennsylvania Public Utility Commission (Docket Nos. A-3 10203F0002, A-3 1021 3F0002, A- 

State of Connecticut, Department of Public Utility Control (DPUC Docket No. 95-06-17), July 

New Jersey Board of Public Utilities (Docket No. TX95 12063 l), August 15, 1996. Rebuttal 

Florida Public Service Commission (Docket No. 980000-SP), September 24, 1998. 
Nebraska Public Service Commission, on behalf of U S WEST (Application No. C-1628), 

Florida Public Service Commission (Docket No. 980000-SP), November 13, 1998. 
Wyoming Public Service Commission (Docket No. 70000-TR-99), April 26, 1999. 

3 10236F0002 and A-3 10258F0002), March 21,1996. 

23, 1996. 

filed August 30, 1996. 

October 20, 1998. Reply November 20, 1998. 

Statistics 

Arizona State Air Pollution Control Hearing Board (Docket No. A-90-02), affidavit December 

Expert testimony: Michigan Circuit Court (Case No. 87-709234-CE and 87-709232-CE), Her 
7, 1990. 

Majesty the Queen, et al., v. Greater Detroit Resource Recovery Authority, et al., February, 
1992. 

Manufacturing Corp. v. The County of Suflolk, January 1 1, 1994. 
Expert testimony: United States District Court, Eastern District of New York, Jancyn 

New York Public Service Commission (Case Nos. 93-C-045 1 and 91-C-1249), July 23, 1996. 
New York Public Service Commission (Cases 95-C-0657,94-C-0095,91-C-1174 and 96-C- 

0036): panel testimony, March 18, 1998. Rebuttal June 3, 1998. 

InterLATA Toll Competition 

Canadian Radio-Television and Telecommunications Commission (Docket No. 1990-73), 

Federal Communications Commission (Docket 9 1 - 14 l), August 6, 199 1. 
Federal Communications Commission (CC Docket 92-141), July 10, 1992. 
Federal Communications Commission (In the Matter of Policy and Rules Concerning Rates for 

Competitive Common Carrier Services and Facilities Authorization Therefor) with A.E. 
Kahn, November 12,1993. 

U.S. District Court for the District of Columbia United States ofAmerica v. Western Electric 
Company, Inc. and American Telephone and Telegraph Company, Affidavit with A.E. 
Kahn, May 13,1994. 

U.S. Department of Justice, United States of America v. Western Electric Company, Inc. and 
American Telephone and Telegraph Company, August 25, 1994. 

November 30,1990. 

a 
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Federal Communications ex parte filing in CC Docket No. 94- 1, March 16, 1995. 
Federal Communications Commission (CC Docket No. 79-252) exparte comments with J. 

Douglas Zona, April 1995. 
U.S. Department of Justice in United States of America v. Western Electric Company, Inc. and 

American Telephone and Telegraph Company, regarding Telefonos de Mexico’s provision 
of interexchange telecommunications services within the United States, affidavit May 22, 
1995. 

American Telephone and Telegraph Company, regarding provision of interexchange 
telecommunications services to customers with independent access to interexchange 
carriers, May 30, 1995. 

October 18-20,25-27,30, 1995. Rebuttal testimony December 4, December 11, 1995. 

Division, Civil Action 394CV-l088D, Darren B. Swain, Inc. d/b/a US. Communications v. 
AT&T Corp. Confidential Report, November 17,1995. 

AT&T and Trevor Fischbach (96 Civ. 2679 (MBM)), December 27, 1996. 

U.S. Department of Justice in United States of America v. Western Electric Company, Inc. and 

Expert testimony: US WATS v. AT&T, Confidential Report, August 22,1995. Testimony 

Expert testimony: United States District Court for the Northern District of Texas, Dallas 

U.S. District Court, Southern District of New York, Multi Communications Media Inc., v. 

Federal Communications Commission (CC Docket Nos. 96-262 and 96-45), March 18, 1998. 
Subcommittee on Communications of the Senate Committee on Commerce, Science and 

Transportation, Statement and oral testimony regarding long distance competition and 
Section 271 of the Telecommunications Act of 1996, March 25, 1998. 

Federal Communications Commission (CC Docket No. 96-262), with P.S. Brandon, October 
16, 1998. 

Federal Communications Commission (CC Docket No. 96-262) with P.S. Brandon, October 22, 
1998. 

0 

IntraLATA Toll Competition 

New Jersey Board of Public Utilities (Docket No. TX90050349), December 6, 1990. 
New York Public Service Commission (Case No. 28425) with T.J. Tardiff, May 1, 1992. 
New Jersey Board of Regulatory Commissioners (Docket No. TX93060259), Affidavit October 

1, 1993. 
New Jersey Board of Public Utilities (Docket Nos. TX90050349, TE92111047, TE9306021 l), 

April 7, 1994. Rebuttal April 25, 1994. Summary Affidavit and Technical Affidavit April 
19, 1994. 

Delaware Public Utilities Commission (Docket No. 42), October 2 1, 1994. 
Pennsylvania Public Utility Commission (Docket No. I-940034), panel testimony, December 8, 

Public Service Commission of West Virginia (Case No. 94-1 103-T-GI), March 24, 1995. 
New Jersey Board of Public Utilities (Docket No. TX94090388), April 17, 1995. Rebuttal May 

New York Public Service Commission (Case 94-C-0017), August 1, 1995. 
Rhode Island Public Service Commission (Docket No. 2252), November 17, 1995. 

1994. Reply February 23,1995. Surrebuttal March 16,1995. 

31, 1995. 
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Massachusetts Department of Telecommunications and Energy (Docket No. 98-85), October 

20, 1998. 

Local Competition 

Massachusetts Department of Public Utilities (Docket No. D.P.U. 94-185), May 19, 1995. 

The Public Utilities Commission of Ohio (Case No. 94-1695-TP-ACE), May 24, 1995. 
Vermont Public Service Board (Open Network Architecture Docket No. 5713), June 7, 1995. 

Rebuttal July 12, 1995. 
New Jersey Board of Public Utilities (with Kenneth Gordon and Alfred E. Kahn), paper filed in 

connection with arbitration proceedings, August 9, 1996. 
Florida Public Service Commission, “Local Telecommunications Competition: An Evaluation 

of a Proposal by the Communications Staff of the Florida Public Service Commission,” 
with A. Banerjee, filed November 21, 1997. 

Rebuttal August 23,1995. 

Rhode Island Public Utilities Commission (Docket No. 268 l), January 15, 1999. 
Connecticut Department of Public Utility Control (Docket No. 95-06-17RE02), June 8, 1999. 

Interconnection 

Federal Communications Commission (Docket 9 1 - 14 l), September 20, 199 1. 
Maryland Public Service Commission (Case No. 8584) with A.E. Kahn, November 19, 1993. 

Maryland Public Service Commission (Case No. 8659), November 9, 1994. 
Federal Communications Commission (CC Docket No. 95-1 85), affidavit March 4, 1996. 
Federal Communications Commission (CC Docket No. 96-98), videotaped presentation on 

economic costs for interconnection, FCC Economic Open Forum, May 20, 1996. 

Rebuttal January 10,1994. Surrebuttal January 24,1994. 

Imputation 

New Hampshire Public Service Commission (Docket DE 90-002), May 1 , 1992. Reply 

Canadian Radio-Television and Telecommunications Commission (Telecom Public Notice 

Massachusetts Department of Public Utilities (Docket No. D.P.U.D.T.E. 94-1 85-C), Affidavit 
February 6,1998. Reply Affidavit February 19,1998. 

New Jersey Board of Public Utilities (BPU Docket No. T097100808, OAL Docket No. 
PUCOT 11326-97N), July 8, 1998. Rebuttal September 18, 1998. 

Vermont Public Service Board (Docket No. 6077), November 4,1998. 

testimony July 10, 1992. Rebuttal testimony August 2 1, 1992. 

CRTC 95-36), August 18, 1995. 

Economic Depreciation 

Florida Public Service Commission (Docket No. 920385-TL), September 3, 1992. 
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Louisiana Public Service Commission (Docket No. U-17949, Subdocket E), November 17, 

Federal Communications Commission (CC Docket No. 98- 137), with A. Banerjee, November 
1995. Surrebuttal, December 13,1995, Further Surrebuttal, January 12,1996. 

23, 1998. 

Spectrum 

Federal Communications Commission (ET Docket 92- 100) with Richard Schmalensee, 
November 9,1992. 

Federal Communications Commission (Amendment of Part 90 of the Commission’s Rules to 
Adopt Regulations for Automatic Vehicle Monitoring Systems, PR Docket No. 93-6 l), 
with R. Schmalensee, June 29, 1993. 

Mergers 

U.S. District Court for the District of Columbia, United States ofAmerica v. Western Electric 
Company, Inc. and American Telephone and Telegraph Company, with A.E. Kahn, January 
14, 1994. 

Vermont Public Service Board (Docket No. 5900), September 6, 1996. 
Maine Public Utilities Commission (Docket No. 96-388), September 6, 1996. Rebuttal October 

New Hampshire Public Service Commission (Docket DE 96-220), October 10, 1996. 
Federal Communications Commission (Tracking No. 96-022 l), with Richard Schmalensee, 

October 23, 1996. 
New York Public Service Commission (Case 96-C-0603), panel testimony, November 25, 

1996. Reply December 12, 1996. 
Federal Communications Commission (CC Docket No. 97-21 l), with R. Schmalensee, affidavit 

March 13, 1998. Reply affidavit May 26, 1998. 
Connecticut Department of Public Utility Control, testimony regarding economic aspects of the 

SBC-SNET proposed change in control, filed June 1, 1998. 
Federal Communications Commission (CC Docket No. 98-141), with R. Schmalensee, July 21, 

1998. Reply November 1 1,1998. 
Alaskan Public Utilities Commission (Docket Nos. U-98-140/141/142 and U-98-173/174), 

February 2,1999. Rebuttal March 24,1999. 
Pennsylvania Public Utility Commission (Docket Nos. A-3 10200F0002, A-3 1 1350F0002, A- 

3 10222F0002, A-3 10291F0003), April 22,1999. 
State Corporation Commission of Virginia, In re: Joint Petition of Bell Atlantic Corporation 

and GTE Corporation for approval of agreement andplan of merger, May 28,1999. 
Ohio Public Utility Commission (Docket No. 98-1398-TP-AMT), June 16, 1999. 
Kentucky Public Service Commission (Docket No. 99-296), July 9, 1999. 

30, 1996. 

Broadband Services 

Federal Communications Commission (File Nos. W-P-C 6912 and 6966), August 5, 1994. e 
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Federal Communications Commission (File Nos. W-P-C 6982 and 6983), September 21, 1994. 
Federal Communications Commission, affidavit examining cost support for Asymmetric 

Digital Subscriber Loop (ADSL) video dialtone market trial, February 2 1, 1995. 
Federal Communications Commission, affidavit examining cost support for Bell Atlantic’s 

video dialtone tariff, March 6, 1995. 
Federal Communications Commission (File Nos. W-P-C 7074), July 6, 1995. 
U.S. District Court for the Eastern District of Virginia (Alexandria Division), United States 

Telephone Association, et al., v. Federal Communications Commission, et al. (Civil Action 
No. 95-533-A), with A.E. Kahn, affidavit October 30, 1995. 

Supplemental Affidavit December 2 1, 1995. 

regarding Defendants’ Amended Expert Disclosure Statement, filed under seal February 15, 
1996. 

1996. 

Federal Communications Commission (CC Docket No. 95-145), October 26, 1995. 

Expert testimony: FreBon International Corp. vs. BA Corp. Civil Action, No. 94-324 (GK), 

Federal Communications Commission (CC Docket No. 96-46), ex parte affidavit, April 26, 

Federal Communications Commission (CC Docket No. 96-1 12), affidavit filed May 3 1, 1996. 
Federal Communications Commission (CC Docket No. 96-1 12), affidavit June 12, 1996. 
Federal Communications Commission (CC Docket No. 96-46), July 5, 1996. 
Pennsylvania Public Utility Commission, “Promises Fulfilled; Bell Atlantic-Pennsylvania’s 

Infrastructure Development,” filed January 15, 1999 (with Charles J. Zarkadas, Agustin J. 
Ros, and Jaime C. d’Almeida). a 

Rate Rebalancing 

Canadian Radio-Television and Telecommunications Commission, Implementation of 
Regulatory Framework and Related Issues, Telecom Public Notices CRTC 94-52,94-56 
and 94-58, February 20,1995. 

July 5, 1996. 
Pennsylvania Public Utility Commission (Docket No. R-00963550), April 26, 1996. Rebuttal 

Pennsylvania Public Utility Commission (Docket No. R-963550 C0006), August 30, 1996. 
Public Utilities Commission of Ohio (Case No. 96-899-TP-ALT), February 19, 1997. 

Universal Service 

Louisiana Public Service Commission (Docket No. U-20883, Subdocket A), August 16, 1995. 
Tennessee Public Service Commission (Docket No. 95-02499), October 20, 1995. Rebuttal 

October 25, 1995. Supplementary direct October 30, 1995. Supplementary rebuttal 
November 3,1995. 

February 28,1996. 

1996. 

Mississippi Public Service Commission (Docket No. 95-UA-358), January 17, 1996. Rebuttal 

Federal Communications Commission (CC Docket No. 96-45) with Kenneth Gordon, April 12, 
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Federal Communications Commission (CC Docket No. 96-45) with Aniruddha Banerjee, 

Federal-State Joint Board (CC Docket No. 96-45), Remarks on Proxy Cost Models, videotape 

New Jersey Board of Public Utilities (Docket No. TX9512063 l), September 24, 1997. 

Pennsylvania Public Utility Commission (Docket No. I-00940035), October 22, 1997. 
Alabama Public Service Commission (Docket No. 25980), February 13, 1998. 
North Carolina Utilities Commission (Docket No. P-100, SUB 133g), February 16, 1998. 

Mississippi Public Service Commission (Docket No. 98-AD-035), February 23, 1998. Rebuttal 

Tennessee Regulatory Authority (Docket No. 97-00888), April 3, 1998. Rebuttal April 9, 

Florida Public Service Commission (Docket No. 980696-TPY September 2, 1998. 

August 9, 1996. 

filed January 14,1997. 

Rebuttal October 18, 1997. 

Rebuttal April 13, 1998. 

March 6,1998. 

1998. 

Classification of Services as Competitive 

Maryland Public Service Commission (Case No. 8462), October 2, 1992. 
State Corporation Commission of Virginia (Case No. PUC 950067), January 1 1, 1996. 
Maryland Public Service Commission (Case No. 87 1 9 ,  March 14, 1996. Surrebuttal filed 

Federal Communications Commission (File No. SCL-97-003), December 8, 1997. 
Pennsylvania Public Utility Commission (Docket No. P-00971307, February 1 1 , 1998. 

State of Connecticut, Department of Public Utility Control (Docket No. 98-02-33), February 

April 1, 1996. 0 
Rebuttal February 18,1998. 

27, 1998. 

Costing and Pricing Resold Services and Network Elements 

Science, Technology and Energy Committee of the New Hampshire House of Representatives, 

Tennessee Public Service Commission (Docket No. 96-00067), May 24, 1996. Refiled with 

New York Public Service Commission (Case Nos. 95-C-0657,94-C-0095,91-C-1174), May 

Louisiana Public Service Commission (Docket No. U-U-22020), August 30 1996. Rebuttal 

Tennessee Regulatory Authority (Docket No. 96-01 33 l), September 10, 1996. Rebuttal 

New Jersey Board of Public Utilities (Docket No. TO960705 19), September 18, 1996. 
Pennsylvania Public Utility Commission (Docket No. A-3 10258F0002), September 23, 1996. 
Massachusetts Department of Public Utilities (Docket Nos. D.P.U. 96-73/74,96-75,96-80/8 1, 

“An Economic Perspective on New Hampshire Senate Bill 77,” April 6, 1993. 

the Tennessee Regulatory Authority (Docket No. 96-00067), August 23, 1996. 

3 1 , 1996. Additional testimony June 4, 1996. Rebuttal July 15, 1996. 

September 13, 1996. 

September 20, 1996. 

96-83,96-94), September 27, 1996. Rebuttal October 16, 1996. a 
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New Jersey Board of Public Utilities (Docket No. TX95120631), September 27, 1996. 
New Hampshire Public Service Commission (Docket DE 96-252), October 1, 1996. 
Massachusetts Department of Public Utilities (Docket Nos. D.P.U. 96-73/74,96-75,96-80/8 1, 

Federal Communications Commission (CC Docket No. 96-45), October 15, 1996. 
New Hampshire Public Service Commission (Docket DE 96-252), October 23, 1996. 
New Jersey Board of Public Utilities (Docket No. T096080621), November 7, 1996. 
Alabama Public Service Commission (Docket No. 25677), November 26, 1996. 
Delaware Public Utilities Commission, testimony re costs and pricing of interconnection and 

State Corporation Commission of Virginia, on behalf of Bell Atlantic-Virginia (Case No. 

Public Service Commission of Maryland (Case No. 873 1 -11), January 10, 1997. Rebuttal April 

Public Service Commission of the District of Columbia (Case No. 962), January 17, 1997. 

Connecticut Department of Public Utilities (DPUC Docket No. 96-09-22), January 24, 1997. 
Connecticut Department of Public Utilities (DPUC Docket No. 96-1 1-03), February 1 1, 1997. 
Federal Communications Commission, response to FCC Staff Report on issues regarding Proxy 

Public Service Commission of West Virginia (Case Nos. 96-1 5 16-T-PC, 96-1 561-T-PC, 96- 

Public Utilities Commission of Ohio (Case No. 97-152-TP-ARB), April 2, 1997. 
Maine Public Utilities Commission (Docket No. 97-505), April 2 1 , 1997. Rebuttal October 2 1, 

Vermont Public Service Board (Docket No. 5713), July 31,1997. Rebuttal January 9,1998. 

State of Connecticut, Department of Public Utility Control (Docket Nos. 95-03-01,95-06-17 

Alabama Public Service Commission (Docket No. 26029), September 12, 1997. 
Tennessee Regulatory Authority (Docket No. 97-01262), October 17, 1997. 
South Carolina Public Service Commission (Docket No. 97-374-C), November 25, 1997. 
Mode Island Public Utilities Commission, direct testimony re costing and pricing principles 

North Carolina Utilities Commission (Docket No. P-100, SUB 133d), December 15, 1997. 

Massachusetts Department of Public Utilities (Docket No. DTE 98-1 9, January 16, 1998. 
Mississippi Public Service Commission (Docket No. 97-AD-544, March 13, 1998. 
New Hampshire Public Service Commission (Docket No. 97-1 71 , Phase II), March 13, 1998. 

Massachusetts Department of Telecommunications and Energy (D.P.U. 96-3/74,96-75,96- 

96-83,96-94), October 11, 1996. Rebuttal October 30, 1996. 

network elements, December 16,1996. Rebuttal February 1 1, 1997. 

PUC960), December 20,1996. Rebuttal June 10, 1997 (Case No. PUC970005). 

4, 1997. 

Rebuttal May 2,1997. 

Cost Models. Filed February 13, 1997. 

1009-T-PC, and 96-1533-T-T), February 13,1997. Rebuttal February 20,1997. a 
1997. 

Surrebuttal February 26,1998. Supplemental rebuttal March 4,1998. 

and 96-09-22), August 29, 1997. Rebuttal December 17, 1998. 

for interconnection and unbundled network elements filed November 25, 1997. 

Rebuttal March 9,1998. 

Rebuttal April 17, 1998. 

80/81,96-83, & 96-94), April 29, 1998. 
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Massachusetts Department of Telecommunications and Energy (Docket No. 85-1 5 ,  Phase 111, 

Massachusetts Department of Telecommunications and Energy (Docket No. 98-1 5, Phase 11), 

Rhode Island Public Utilities Commission (Docket No. 268 l), September 18, 1998. 
Maryland Public Service Commission (Case No. 8786), November 16, 1998. 
New Hampshire Public Utilities Commission (Docket No. 99-01 8), April 7, 1999. Rebuttal, 

Massachusetts Department of Telecommunications & Energy (Docket No. 94-1 85-E), July 26, 

Part l), August 31, 1998. 

September 8, 1998. 

April 23, 1999. 

1999. 

Bell Entry into InterLATA Markets 

Federal Communications Commission (CC Docket No. 96-149), affidavit, August 15, 1996. 
Federal Communications Commission (Docket No. 96- 149) with Paul B. Vasington, November 

Georgia Public Service Commission (Docket No. 6863-U), January 3, 1997. Rebuttal February 

Pennsylvania Public Utility Commission, statement regarding costs and benefits from Bell 

14, 1996. 

24, 1997. 

Atlantic entry into interLATA telecommunications markets, February 10, 1997. Rebuttal 
March 21,1997. 

New York Public Service Commission, “Competitive Effects of Allowing NYNEX To Provide 
InterLATA Services Originating in New York State,” with Harold Ware and Richard 
Schmalensee, February 18, 1997. 

Delaware Public Utilities Commission, statement regarding costs and benefits from Bell 
Atlantic entry into interLATA telecommunications markets, filed February 26, 1997. 
Rebuttal April 28, 1997. 

New Jersey Board of Public Utilities (Docket No. T097030166), March 3, 1997. Reply May 
15, 1997. 

Federal Communications Commission (CC Docket 96-262 et aZ.), with Richard Schmalensee, 
Doug Zona and Paul Hinton, exparte March 7, 1997. 

Public Service Commission of Maryland, statement regarding consumer benefits from Bell 
Atlantic’s provision of interLATA service, filed March 14, 1997. 

Louisiana Public Service Commission, on behalf of BellSouth Long Distance, Inc. (Docket No. 
U-22252), March 14, 1997. Rebuttal May 2, 1997. Supplemental testimony May 27, 1997. 

Public Service Commission of West Virginia, economic analysis of issues regarding Bell 
Atlantic’s entry into the interLATA long distance market. Filed March 3 1, 1997. 

South Carolina Public Service Commission (Docket No. 97-101-C), April 1, 1997. Rebuttal 
June 30,1997. 

Kentucky Public Service Commission (Administrative Case No. 96-608), April 14, 1997. 
Rebuttal April 28,1997. Supplemental rebuttal August 15,1997. 

Federal Communications Commission (CC Docket No. 96-149), April 17, 1997. 

e 

0 
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Maine Public Utilities Commission, affidavit regarding competitive effects of NYNEX entry 
into interLATA markets, with Kenneth Gordon, Richard Schmalensee and Harold Ware, 
filed May 27,1997. 

1997. 

September 15, 1997. 

September 29, 1997. 

Alabama Public Service Commission (Docket No. 25835), June 18, 1997. Rebuttal August 8, 

North Carolina Utilities Commission (Docket No. P-55, Sub1022), August 5, 1997. Rebuttal 

Mississippi Public Service Commission (Docket No. 97-AD-032 l), July 1, 1997. Rebuttal 

Regulatory Reform 

Federal Communications Commission (CC Docket No. 80-286), December 10, 1997. 
Federal Communications Commission, In the Matter of United States Telephone Association 

Petition for  Rulemaking-1 998 Biennial Regulatory Review, with Robert W. Hahn, filed 
September 30, 1998. 

Reciprocal Compensation 

Massachusetts Department of Telecommunications and Energy (Docket No. 98-67), September 

Washington Public Utilities Commission (Docket No. UT-990300, February 24, 1999. 

Colorado Public Utilities Commission (Docket No. 99A-O01T), March 15, 1999. 
Massachusetts Department of Telecommunications and Energy (Docket No. D.T.E. 97-1 16-B), 

North Carolina Utilities Commission (Docket No. P-500, Sub lo), July 9, 1999. 
North Carolina Utilities Commission (Docket No. P-561, Sub lo), July 30, 1999. 
Public Service Commission of South Carolina (Docket No. 1999-259-C), August 25, 1999. 
Louisiana Public Service Commission (Docket No. U-24206), September 3, 1999. 
Florida Public Service Commission (Docket No. 990750-TP), September 13, 1999. 
New Mexico Public Regulation Commission (Case No. 3 13 l), October 13, 1999. 
Alabama Public Service Commission (Docket No. 27091), October 14, 1999. 
Tennessee Regulatory Authority (Docket No. 99-00430), October 15, 1999. 
Mississippi Public Service Commission (Docket No. 99-AD-421), October 20, 1999. 

25, 1998. 

Rebuttal March 8,1999. 

March 29,1999. 

Contract Services 

Superior Court Department of the Trial Court (Civil Action No. 95-6363F), affidavit, July 

Connecticut Department of Public Utilities (Docket No. 99-03-17), June 18, 1999. 
1996. 

October, 1999 
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