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Decision 96-03-020 March 13, 1996 RH@MSJ@B,
BEFORE THE PUBLIC UTILITIES COMMISSION OF LIFORNIA.
Order Instituting Rulemaking on the

Commission’s Own Motion Into R.95-04-043
competition for Local Exchange (Filed April 26, 1995)

Sexvice.

ALJ/TRP/8id

1,.95-04-044

Order Instituting Investigation _
(Piled April 26, 1995)

on the Commission’s Own Motion-
into Competition for Local Exchange
Service.

(See Appendix A for appearaﬁces.)
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SEERT IO TTUNS B ok Jed s SHE SY s daxXten anof teslans couoslalt asvidldagron R
‘f‘uBy:this decieion, . We insbitute the resale of-localai Jrnidy
excharige.sérvice iby-competitivé ilocal:carriérs : (QLCs) within thewos
marKet jterritories of Paéific Bell;({Pacific) ‘and GTBiCaliforniacnoa
(GTEQ) 1effecbiverMarch:31; 1996 *Paéific -and iGTECiwillBe required
to offer a broad range:of-services; for rédaler iHe: adopb ~wholesalen
rates-for:thése-services-thatirefléct aVOidednretail -costs, For
Pacifidand-GTRC, :adopted wholésalerrates:will rgenerallycreflect: ar
17%:agdnaelz%iredqcbidn;;reépeotively;cbelowicurrent'retailnratesnt
(with certain-exceptions:noted:inithe-.order:below).! sThevinterimosoA
rules;adopted-in;this:decision also_cover:theridsueg-.designated:for
evidentiary hearingsiin :PhasecIliofcthis:proceeding, rnamely,vlocal.x
exchange-¢arrier~(LRQ) rand.CLQ retail ipri¢ing flexibility policieéﬂ
rating areaféoneiStenoy,wanditéé0veryabfsthé_ddstsiof implemenuingo
local exchange-competitionis ot Lotltzaug oy =002 it 1o oDl ﬁ"*.H
.3 Gonsistent:with-our: adépteditlmetable for: progreSSlng SO0
toward-a- fully: ¢ompetitive telecgmmuniqationsLmarket,QtOQay”SJsaaxq
decision-will -enable the;compétibive;resale;éf-the}basic;exchangena
service of Pacific and GTEC to commence-effective March31,::1996 .25
Today's decision will help us meet the requirement of Public
Utilities (PU) Code §1709:5;that fweufensure that competition in
telecommunications markets is fair and that the state's universal
service [policy is qQbsérvedi? :Meéting:this mandatecinvolves the

~ close-cdoordinationiof -thisirulémaking-and investigation withbs tobs

companion'prOCeedings‘inqluding OpencAccéess -and-NetworK i (5D rhiidiw
Architeoture Developmént o (OANAD) ;cUniversaliServiceniand the New:ifs
Regulatory-Framework (NRF) . 1cThécrules-adoptedcinitoday's idecigion ;
aré-interim-in nature and désignedito:be-modifiedp-as.we progressiw
past .varidug milestones<in-thisias .weéllcaszinicompanionhuloni salisy
proceedings. -
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vewoBy this decidion;uwe.institute: the=re9a1e of ~lo¢aln: i1t}
excharige-sérvicaeibyccompetitivéilocal .carriérs:(QLCs)- Within thewoy
marKet iterritories_of Pac¢ific Belli(Pacifio) :and: GTR:.Californfac A
(GTBQ) <effectiverMarch-31, 1996+ fPacific rand iGTEC ;will:be required
to offer a broad range:of- sexvices: ;for résaler iWe: adopb wholesalen
rates-for-thése-services-thatrefléct .avoided- .retail-costs. For
Pacifid- and-GTEQ, -adopted-wholésalerrates:will Igenerallycreflect: a;
17%fand:aelz%;redqcbionr~reepeotively;rhe;owzCUrrenb retailrratesnt
(with certain-exceptions-notedsinithe:.order:bélow)./ sThevinterimooa
rules:adoptednin:thiSadecision also:covercthe-igsues . designated for
evidentiary hearingsiin :Phasec-IIiofcthis:proceéeding, namely,iclocaly
exchange-¢arrier-{(LEC) randrCLQ retail ipricing flexibility policiesj
rating area-éonsistercy; and ixécovery of :the cddstsiof implemenbingo
local exchange competitionis it LoiYizupp roilw 270D A4t 0 B0 e

-1 Qonsistent:with:our: adopted{timetable for:progressing o

toward-acfullyncompetib1Ve telecgmmuniqations[market,htOQayﬁsJsdjxq
decision-will enable the .compétibive:.resale:of the:basic _exchangeno
service of Pacific and GTEC to commence-effective(March31,11996.:h
. Today's decision will help us meet the requirement of Public
Utilities (PU) Code §0709.:5.that iwenfensure that competition in
telecommunications markets is fair and that the state's universal
service policy is qobgerved:” :Meéting:thie mandate:involves the
close:coordinationiof: thiStrulémaking -and investigation: wmithboigobn
compan1onrpr0ceedings!1nqluding OpencAccesq;andgNetworkisfs GER i
Architedturé-sDevelopment (OANAD) rcUniversaliService iiand the :New sy
Regulatory:-Framework (NRF[.nghésruLeSQadoptedein1today!sidebisionf
aré-interim-in nature and designedito:bé¢-modified,-as we progressiw
past .varioug_milestonessin-thisias .well caseinicompanionbirioni anfut
proceedings. »
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In the meantime, thé medsirds:we adopt for interim
purposes are based o6n the best information available to us today.
In the interests of maintainingi Califdrnid's leadership in oreating
a competitive telecommunications market, we have adopted a schedule
that initiates redale conpetition - néw-even théough the ‘pathway
toward aifully (coidpeétitive market:owilliréquireradditiénalaworkedoxo
Accordingly/sthrdighout ithis-dé¢idion, ~wédilay dutzrémainingstdsksen
to bejcompletéd-ihi-thisras wallras othér préceeditgs-in-order (to6ra)
maKe:progregs - towa¥d a<fully codpetitive:marketvst huord 5 191lc of

coi .rAgiwe [digcusB-bélow, ‘althoughr therrulea<we-adopt rarezsiny
intgndédstoaUIbimateliileadeOda5£u119cdombetibiVe,markeﬁynthé}iagq
incumbent iLEC# wt11111k31?fﬁot"losé”théirumarkéﬁ'pbwer"vernightiVT
Accordinglyp-at 1dast-duringcthésinitialctransitionztordasssan diiw)
coripétitivé:marketpldce;i“ourvinterim rules:must iratainicertainzolus
réstrictionson .théiLECs:iinzrecdodgni€ion-of‘théirimarket domirnancévo
We intend to iéontindé monitorivdrthe progress (of.'¢ompétitionrondana
ongoing basis and:will consider -modifyingrregulatidons-for -either Int
the LECs or the CLCs when justified to allow. thenforcesrof sxe (ool
competitionrtocwork. It wouldibecirresponsible/jihowéver; to
prematuraly<remove 'regulatory isafeguardsg whioh*areain*ﬁladestb*:wﬂ1
ensure that ~carrierd canndt -abuse itheir market pdwer - tédftherncvicing
detriment ‘6f:thelpublic iiterests et i Dupn aitioafd o enivion
wildns b gmeociopo ol oo ee qiad ({iw noreinoh 2'yrbor
s XX fPtOceduraI:Bdckgréﬁﬁda af:d (09} wopdiliig
atoan e LAy Fndl obnd o crind ool o laxMins anoideninuermonofad
rari g aﬁBfaiséuaﬂcé:of-DeoisioﬂJ(D?)'943124053p wé formallyo>ivioz
adoptedfaﬁprocedurélwplaﬁ toropeﬁ#alliteleédmmunicationéimarketsof§_
within California:toicompetition<by Jantaryil, c1997:s Ascpartrofnon
that - plan,! werinstitut&d IRy955045043/1V956304+0446nvAPriln26;31995A4
in-whichfintarim rules:werérproposed:for .1864l eéxchange“competition
withintthe serviceftértitoriescofiracifio and GTEQer The proposedssn

rules included iprovisions:fo¥(interiminumbér portability: (INP). o5
.;gnrbgfsoxq ’




noraiosh IntJuly 19957iwdcidsued D:95=07+054 ivhioh ‘sétefoxth Surya
initialirYulesifor:-tHe competitiverprovision:of:loca) exéhdngd -2¢.1)
sexvice within:thetterxitories -of -Pacific:-and GTEQ:. iAs prescribedi
by D.95407:054 entryiinto:.tHe 1local:exéhande\serviceé market forxdu:
facilities:=baged CLCs:wad.authdérized-to bégin-January: 1, :-1996:andbs
for..CLC-resellers :of tlocalréxchandge service:«by:March 1;+1996s o3 1i g
D.95:07:054-alsoridentified i§su§saforiwhiéh[eV1dentiéryrhqariﬁgssw
would becheldy qnd;dfréctednthe}adhinistratlﬁefigwijﬁdgec(ALJ)itOzFf
schedule-thémiosy Liod axaw zpnitand yvieidnobivae 1§ azndy

Lovieoan nreByerulingidatedoAugugtol8,;~1995, ithe assigned AT (dpuosil
adopted:awprocedural ischédule establishirngrthxee .phasescforcthe0 o
proceeding) .The ALJ!s addpted:scleduléicalléed)forINPvidgsues to be
divided:betwéen Phasé sI~andiPhase .ITlof sthePprdcéedingito 3nm i 0D

ninrliPhase {(I'wWas desigﬂated€to'cévenﬁissués relating to:<the iD)

institucion of ifacilities-bdsed competitionréffective 'Janudry 1, dn)
1996.:1 .:We adopted :additional-interimirules on Ddcémber: 20, F1995;7 11
D.95+12-056 governing!intérconregtionjand irélatéd:matterdin :o2ofal
Phase I+ [~IniDi95%12<057, :We concurreritly approved.an:iritial' group
of CLQ - petitionsito-eéngage-in facilities-based:competition. .,z ueel
Phase IT iwasidesignated to coverrhedringrissues relating:to:i-ou oy
institution . of bundled:resalec@cnipetition:to become -effedtive czzod
March (1,,11996;..as well:as«LEGQ/CLC iretail -pricing flexibility,iNXX i
rating areafGOﬁsistencyﬁEandiimplementatibnﬁdosté:%a:Iﬁ<addition:nw
to the issues which were designated for evidentiary hearings,
Phase II was also designated to address the remaining rulemaking
issues which were set forth in the proposed interim rules issued

oNpite w2onlnt 2ifmor 00 2Heroon (3 1itw baftl eatiweg vuorsaV €
tearstng e powsieoy oved <0 (vacaigendt 193to toa bib oiw a2teiad
g2 Jrugconn oldai oaidd nored Pis sloltd bis adnoraon hafil

1 The issues of interim number portability pricing and franchige.
impacts, originally Phase II issues, weré rescheduled to be decided
in iseparate dedisions. n.On . January 8,ir1996 i-a proposed sAla¥ Decision
was,releasédraddressinginterimsnumbér pgortability.pricingasi-Asraod
decision ion“franchise impacts iissues iis-sdliéduled for ConnissionoD
action in the spring of 1996. .891600vhA

.:4';['-
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April 26,;¢1995 -but iwhichiweére not resolved :in2é6ur PhabBenI deoision
(D.95-12:056):s /Ascdeterminedvin. D:95207=054; tHdseorulemakingtiai
issues: were addressed by:writtenicdmmentonlyrarnd:Wereinot.thoivisoes
subjeét of .eviderntiary-hearingsir-In tliis:dedigionyp we’ghall e.d vy
address<the .issue:of 'resale restrictionsrwhich-wds subject-toili-nl
written comments:betause<of.its closelinkageltd-resald-rates iwhich
wastdesigﬁaQedianaiheafingaissﬁer%urwé addrégseditheiremainingce.d
Phase /1I/nonhéarxing fissues iniaidéoisionion-Febkuary 23/21996.bluuw
Phase II evidentiary hearings weré held from Octobdéri23oa
through Novemberi21l; 1995.¢<Téstinony:oniPhasebIluidsuesiwas sexrved
on October:39;:-1995, ‘byPacific, (GTEGy thHeiCommisdsion!s-Divisioncofsn
Ratepayer:Advo&ates ! (DRA) j-MCITelecohmunitationd/ Corp. (MO1}).prATET
Communications;dchaliﬁordia}éIné.Q(AT&T)wsCitizeﬁs vtilitiesshivib
(Citizens) jirPublic Advocatesy%fLDDSEWorldiCoﬁ (LDDS) sCcalifornia
Cable Television iAssédiationi(CCTA); iTeleport -Cémmunidationd: Groupi
(TCG)'rand Téward Utility RaEevNofmaliiaﬁionl(TURN)bvathézCarifofﬁia
TelecommunicationsiCoalitiéns({Coalition)filédraisingle brief [ine.u
support :of iits:members!; pogitionsi~:In the fase Sf wholesale irate:id
issues, separate:briefs:were:fildd by vériqusrCoalitioﬂ”memheféﬁ o
The membersiof .tlie Coalition:joining-in-the brief:incadditién tordq
those serving testimonycinclide CaliforriacAssodiationcofcLongiiaai
Distance Telephoné QompanigéfsCalifdfﬁiﬁaPaypﬁdne‘Assodiéﬁidﬂ:riimé
Warneﬁ:Axs:ofuCafiforniaﬁxB;PﬁnaOpéniﬁgfbriQESiweré;fileduxu piridny

. , . . . .

cEriabias yrntinebiva tol Logravninet ousw doifde nopenl ol o
1iiHeoalnt paisteney S0 2oavhba 03 bodsnplaeb onin aiw TH #rrfd
. - e . P s ot vr g H
re Ionalisg o i Loormogoegg oobr gk a0 der egpow doinw noiast

2 Varjous parties filed written comments on resale issues and/or
briefs who did not offer testimony. We have reviewed all parties'’
filed comments, and briefs and taken them into account as ===
appropriaté ns vinioitq yItlideticy tedmun miyeint Yo esyzetr ol |
Dotosb ed o3 polubsidossy syow ,zowaei I szedd ylienipiso (niorgmd

;3 2 /Public/Advocates représents theiSoiuthérn .Christian Leadexshipi

Confefence;fﬂdbipnal!@ohnbil;ofaLaTRaéaﬁikdreaﬁaYouEhraﬁdaCodmunitg
Center /:Pilipinos foriAffirmative:Actionprand FilipinoCiviliRights
Advocates. LRI Yo piriuge ot gl noifon




December 119 1995,~and Yeply-biiefsiWere->filed>Decembérs18:11995[ 52
This:decisionidisposes.of alliPhase.IIchearin@lisBues.008 ,r035 1500
eailiand bhns aowig wollsy (sopsy si3tidw o3 i potdall o JAT aJi
e ionl 1 11146 | Competitive -Resale of 1Local  Bxcharnge Servied .#7ah 11p
feppdong s Do bas Yitsiod ofseolons boverrgas ybheorls TR T FESTAL
A.i.iInbroduction: Fae ¢d¢ Yo paticeld oaldA L arsellopod yd J81 diw
.2IniD:951072054; we stated . !'that:-resale of basicisérvicesod
by :theLBCGS:iis key-tolereatingidctruly icompebitive . lécalvéxéhande xd
'market,4 andjrequired«Pacific-and iGTECi tS [provide ‘basicigdrvicé {1row
for resaleibyiMarch 1;r1996yniTotimplenient<this reqiiremént, we
solicited inputiregarding:thenfollowing:topicspn(1):xThdrool 2t io
appropriatefinterimsrateofor:wholesalérbundled 1dcal- excharddw nID
services:andi(2).:HowitosrYeconcilé-ratés6ther ithan exidting retailiy
rates iwith-the - Commissionts-imputation ‘policiéd eéxpressed inYRD,o1
B. Parties!-Positiong [fiw eanoiinivinst oleass Yo pni3lif «fy 3ed3
EQOiinn VT ad antorgabisr [fiv Ban sodivion Dosibiadus oppedidis
sei) On:an-inteximrbasis, rPacific proposes reselling basie s oi
accessgervice priced.at the-current:rétail rate for fits i1MB basic.!
business sexrvicej.0r-$10¢32/ronthni‘Pacific -believes the $10:32 10
rate will allow -Pacific:to recédverrits ¢osts,! is low ‘enough’ to iosnd
attract: entry by resellers,; andicomplies ‘with the Commission’s [nzut
oxder :that ;the NRP LECs .must :offer:resale (6f basic igerVice by sl
March 11,1996 ({0 a'=iticsd lo ovodz Mnenilinvia s yoews sdAnd ol

~:i1 Yo fcPacific-would:.tariff ifbasic service" fon resaleras  an tosi
access line,; with no packaged ilocal usade 2o The :resale faccess:1ine:q
(1RL)}; would-be available ithroughout-Pacific's territory,h:could be:oo
purchased as .a single.lineior.multi:line:group,>and could be: resold!
by :the ,CLC: to eithexr: business.or. residential :customers, ~iInoluded:ib
with;the -1RL would :be the telephone qumber,;dial: tore,ntouch-toneon
a copy,ofi-white :and .ye¥low. pages  the: ability: to place/regeivearismot
albaud o3 bouwolls =d Lfvode D12 on Zadl aszouosiq DHATD | Jodarn

21 2372 an paal es sanivien ATLAIstdnt d3iw sovivisa ATATlroInt

.26e ofd paiob mot} bLebuloxs

4 D.95-07-054, mimeo, p. 31.
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callegyitherability to: plate-10XXXicalls/fand accesd2td 911, odnan0l
operator, 800,:and»900:8exrvices. =Pdcific would:alsdé inglude -withit
its 1RL a listing in the white pages, yellow pages, and Pacific's
411 data hase(snCugtom callingiféatufes would'!'bézavailablélthrough
Pacific's already approved wholesale tariff and could be packaged
with 1RL by resellers. Also, blocking of 900 and 976icdallsivould.A
be. provided free to therresidential:zcustomergCofcrésellers.
ExcludedyfrOmflRLrbasioiaerviqéawduldgbéJlocalcu8agé,aéhiaH}Padifid
would-sell:separatelyycbilled atoitsrcurdéntdretailorataas . toxen
«w ,JcPacifig:proposes:thatcexXistingsrédalé rest¥ictiodsron any
of its localiexchange:sérvicesibe maintainedibiPacific argliesithdts
CLCs willrhave dmpld é6ppoértunity:ztéd-cdompete~inithéiyrasdle marketydn
through the -1 :RbL taﬁifﬁcdffering:witﬁoubitheOIiﬁbihﬁ?6ffresaléiVIﬂa
restrictions:on-all LEG@~ldcal:exchange iservicesi PacificrBéYieves
that the lifting of resale restrictions will causdiredellerdits .U
arbitrage subsidized services and will undermine the LECs’ abilityd
to eafn;a’taif?return;a<Paoifid3isfparticularlfféoﬂcerned that
large -1IECd will bé able to:.offer.customers "onésgtop shopping? =706
whereby rall theicustomer’s ‘trafficicould:belddrried by the IRQiizud
Pacific believes that therIECs intend to use: thHen lure<df rcHéap ~Ini

‘resale rates ‘for-local reXchange service to-aldo:captura.the more 3.1s

lucrative :toll:marKet To:mitigate ‘the risk:that“1ECs:Will:be able
to take away a significant share of Pacific’s toll custémers, doi1il
Pacific :proposes restricting :CLCs rand 'TECa Who thave ‘6ver 5% of the
presubscribed access <lines :from jointly ‘marketing ihterLATA{ 222005
services:and resold -local: sexrvices obtained :fron ‘the LEC! [iWithout)
this restriction:Pacificstates it iwould :be at: aidompetitive srioruq
digsadvantage due:to':its inability topackade iihter-'‘and iintraLATa vd
servicesiini-Pacific’s proposed 1joint Marketing restYiction wouldf3iw
remain-inspldceuntilt Pacific was' permitted:fintoithe <interLATA(CT 5
market. GTEC proposes that no CLC should be allowed to bundle
interLATA services with intral.ATA services as long as GTEC is

excluded from doing the same. , e
L L o osimy (BFO-V0-2€.d b

-7 3 -
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(d1iy Padific intendscfor-allsexvices provided iin-conjundtion o
with:-iterresale service to:be priced-atr¥compendgatory -rates:, -In ud
practice; ithig.would meari-that Usage:wouldibéiresold: aticurrently.
tariffed or “retail” rates; Directory Assistance would be résold.on;
a per-qall}ﬁretailwbaqis;gwithout‘the:allowancés;Paqifia;ie
required itoigive its own retaililcustomers;and Opérator:sexvice ..on
would' be:charged:on .a ‘percéall basig. o Tariffed volume discounts ¢
would:not-be-available for toll :resold:to customers since Pacifig iu
states thadt:its billing'system cannot: track: toll;daagd resold to i
specific end fusers:of:thexreselflernv:s\uf oved bltcw todilegron ofdl

217 0n a !Yondersterm:baslg;1 Pacific proposes. pricing-itsi iy
wholesale -service hadged on geographically. deaveraged -TSLRICa} oonia
Pacific ‘stronglydppodes setting :wholesale :pricesbelow:cost,'s1 =i
arguing;thatatOtdo:BOawouId:begihconsisteptunithﬁéconomicallyngdw jo
efficient pricing; would be confiscatory and financially; haxmful: to:
pPacific; and:would be cinconsistent::with:the Commigsion’siown policy
that-rates be: set-at or. above qpstﬂkaPacificireCOmmends}thabfallesa
LEC services;-including resold basic.service, be .priced above. cost;;
in order to.cover, joint-and:common costs such:as.overhead.costsg.; uj

.1 i1 tiw Pacific:states.thabt:applying:standard;imputation xulesto.’

subgidized sexrvice will.;resulti.innhegativé contribution; where the.
price. floor of ithe.retail gervice:after -imputation:may be dower: inco
that its -inoremental cost.- :Pacific believes. this :igsue:can bé& ivoiq
solved .through universal ‘service. funding that: is .made:available to:+
all providers. i v minsn € 1o besrd D sl g 1ibaes 6 abivorg
GTEQ st fuithe (oar ! beditszdoa-ohq tog aidner\Ve Doonxo o Joa UCM

L}

310 .GTEC-recommends arresale pr1cing policy .that:iit: ¢ails .ihe -

nefficienticomponent pricing -rule’: (ECPR}VH}Undef:ECPRfLGTEG'S};\Jn'
resale price would equal GTEC's average incremental cost; including;
all pertinent incremental opportunity costs. Among the.oppoxtunity:
costs included«in GTEQ's :ECPR jare ;the:profits.clirerp contribution)
that. GTBCloses by -being:forced to selligervicesttocits xrivals who
use the purchased inputs to take away business from GTEC. For
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exampleji{competiitord 'might ‘package Jtheir own:toll sérvicé with
basic eXChahge\ser'v:lce‘puréha'sed from GTEC,' causing GTEC to:rldse iiw
the: ‘contribution ‘embeddediin the:toll ‘sexvice it /previcuslysnisosig
provided.: il Piiiss o antaorazsd Yroduorid (aoltec “lindost 10 Fsltien
» 'GTBO ijustifies-itdECPR oniseVeral ’grourds. o Firdty-the
Commissgion:adopted & *contribution-formula”iin theé IRDidecidiontypos
which:GTEC views fas &imilar.:to .its/ECPRrformula. nSécondji=GTECh uow
states ‘that-a ‘COrﬁp etitor:in. afdompetitive markdt iwillrchargerabluow
price’ for:an inputr torecover theisamelevel rof ‘dontribution whicha
the competitor would have received-«if:it--had uded:therinput-ta isell
the finalproduct :itself(1 ‘Thirdd ECPRrimseconomically efficient
since it Yéflécte 1QTEC!sieconomiccogte > (Finally, :GTEQ-argdes ‘ECPR
is fair:sinceliti'preserves ithe Jlevel:of ‘contribution firrespective »4
of whether GTEC<sells ‘the'iproduct- wholesdle to:theCLCs ‘oxi'retailss
to thé"end‘ wgerionenit bas yrotsozitasy od blrow jpotsityg dnoioilie
Vi 0 e GTEC:proposed atbasidiexchange itwholesalé ‘rateiof. 10ilios4
§25. 92/monl:h ‘which could bBe 'résold by the CLG<toreither businessor
residential: dustomers. . GTEQ ‘says :this rate refledts ‘ECPR:since it'i
is the''sumiof:theé LRIC:for basic businessiservice plus-a«? 1:bhre i
contribution to''marginsiand excludesralliicosts agsodiated with LEC
retail-activities i/ Included ‘in:the wholesaled price iig:théaxibiadr=
contribution' from:anticipated ‘16sses An-intraLATA:toll<if ca ‘CLC 211y
provides (its ‘own iintraLATA‘tolll servicés via«10XXXi:2 However,)iif ild
the' CLC 'end ‘userusées GTEC'sifntraLATA'toll ‘service;’ GTEC williovfica
provide a credit to the CLC, based on 9 cents per intrabLATA‘toll frg
MOU, not to exceed $7/month per pre-subscribed line, which resul¢én
in’ a wholesale . basic 'exchange ‘rate ‘as:low as $18.:92/ménth. The
intent: '6f. the ‘¢réditfisg’ avoid i‘dduble’frecov'ex"y cofirecontribution té 1+
mardin  from toll ‘gsexvicesiii susiove 3'2M1D Isupn Dlucw ovizg slauos
The 1Coalition {3 oii =4 .23a00 \(Ji’.”“!‘)'fuqqo Indnonsyont dnenidisy {fs
{tntsud i The Coalition “arques :thatalli“éxistingresale brrlont 23z00
restyidtions rsHould ‘e difted if viable rdsalécompetition"igitosis
a0t UDETD mot1l) apontaud yews o2X62 o aituger bhoeoortug ol esuy
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occur., The Coalition préposesithatrat-leasttherfollowhigiservices
not bé réstrictéed: . n5d oy i Balil a2 naod 20370 bar a'niliosd
e i Yo iRegidentidl r1FR andﬂIHR‘sefvibes" a0 hviii,nobi TATA

B A N VAT UL T S AR P th oLoien L poidonl stn D
g TRy ‘véfticéi“feaﬁﬁrea i iteidnnlfon Dian tnzI{m‘

Sl nvn aroosd aanlbiie DHIAIRT w0 Laanhto adtvian iasy

3’1 :fgegific S CENTRE)E and GTEC.S ?ENTW: 3O ?"\idi(’\
NI RS F-ht Ifmo.J:(i{fm CHEN R ET.
SDN yimary rate inte face [(PRI) .a
ba’é 4 raté"iné rEaéd " (BRI) X v
spedn 2DEY ol }m{: Eas. ,/,, vl tonep DATO Ras 21liond
All bulk-p as tra tol ‘f erings, ... ... .
wheth CHZ ‘Ealf‘ffe .r off i i § F rllg; }' 2 $323111 firto
pursuant tor- Céntractf 1q1f 101 LetteTodinnd 1ol 5100130

fl pl"{\)étéfﬁf{né' se{P\Ff é'ﬁ{!fﬂ) £2.282 Yo odnc yldtinom
S53nt 895 a'ditiesd (lusliniz ML o} (L2 ban (NS 101 &¢.\VI2

The members of the. Coalition;dp 99; haV.(”“£9p$?an8[POﬁi lon on
issue of wholqsqle ratqﬁqu LEG sexvic 28, Instead, hqjﬁg;}owingru

[zl 813 ’1u.1q IS

membels of the. Coalit1on‘presentgd separate posipiopq)qpﬂ,nﬂl) LB

[N A
tOpiC- He $h811 reYleW each posithJ‘I be OWi, (ot tihbs ody <buloni
AT&T gnd McI IA'Ijs_z'L‘[MCI)

T eres (o0 LioA T 2 et shivedg e ot asnivoan

AT&T/MéI re¢ommend that the Compission-adopt interqq avid

CES ARG B I

wholesale ratesg, equa% to the_PEQs' current tarlffed rph”gL;ess,I o1

Pisd FEE
“xetail coats the JECH. ‘avoid by, se11ipg, the, sexvices, nholesple, ko,
CiCs. According to AT& /MCI, the retail gosts that LECs. aVO}q”Py(“,

j

selllng whplesale tq CLCs_Pmount tq 28% of. Pacific 8, tariffed rates

1 JJ#I

and 24% of GTEC'S tarlffed rates.- Tbese acro§§ tpe"“?' oIf- i e
percentages were the result of Aan analysis perforped by AT fon

WO
tooyos vobtvociie duodtiv sionu Das oo TeDED oHd as dunt en Jesel
o, 1 S 30D fiji, 2 3A] =42 (noiltienhe al .e2dron boJtelsg - {Lf savr ol
5 _The Coalition agrees, however that theug st xiction

on sél1ing 1FR dérvice to ! pusihésh’ dilstolers 1@’3pég E Eé)if the’!

Commission ‘believes :that -1FR :¥ates axé below .costuiil nC““OJ IOIIIB

2an ol

6 This includes digital (DS0, DS1 and DS3) ard 00353’3?%&’
privateLlinesﬂcfractlonalzTl’ znbasicfrate diglgahgsng1cés
3 _frame relay servic ket switched servi .
Swltéh(g mﬁlt?-' ga it“daéé séf%lc%; ég S)°,” ‘switched defvibesfﬁp o4
féreign: exchangex(FX)nllnes ;and of £~ premise extensionwﬂog pnilisdot

.




witness Selwyn [(Exh+:45):usingraccounting: datarréported ont . 1uwan
Pacific's and GTEC’s Form M's filed with the FCC.:fFrom:this dataj:
AT&T identified costsattributableito ratailing-functions such as
billing and collection, sales anc'i{r}n}%l]l';g&il}g_‘,_’_ﬁr}g‘_p{qg‘esq{ng end-
user service orders. Once TSLRIC etu_dies become a.vailable,

with no additional mark-up.
e T4 e gyt H s I '1:f‘;"( - Xy 1‘;(" D -
ATET/NET T 16V that Wijoledald r4tds pidpgsed oy

’ G h L1 oI
Pacific and GTEC generally exceed what the LECs charge to their own
el Rtny [ Ingt A0SR H1E spEsp e g fs g
end usors, ERY Wiahihnd 1Y GIGETAIY, ATEERANTE 8 ddberibrs vo
compete for customers. For instance,: GTEC!s proposed wholesale
. o B} . _
monthly rate of $25.92 (plusa%%iqg2339§g]%%d§’j§;(§qqq 1§}{o.qu for 1MR,
$17.25 for 1FR, and $19.22 for iMB. Similarly, Pacific's 1RL rate
S EveNE g T ey Y I e T f VLT T v e Ff SO O { 3 PO LT RITaT 94 ¥
of $10 /5Y/udiith PPIUS Weade) Eicedds Padlf1d§%6 760 £8r "1MR “ahd !
A 3y earf i ooy sy Farpoais i - odnoofope 3 g §
in "HOSE iVt aldds Probabiy ‘eXédeds Pacificd s 10758 “F&y {pRVIF
PRI N ey Iagrcg rE mTages 16 T 1€ s: 'y 48 FAf Fre Tt o poredmacs
usage SHAbgdy a¥E thrdin! fhtfo Eedodit /™ TS éq’rﬁrpé Fisdhd d& Aot .’
include the additional chHi¥gds ‘EHe '6ics WITL "HAVE td 1Ay £y -7+
_ 4 { dtm\‘f 8 dUdh hs. gRan
services the LECs provide free to their own customérs, suc¢ §-the
. TRt n Aevhracoianio, o) sl di g bagy o onmee TR INTRE
five free tonthly ‘d{¥edtory “hssdistali¢e’ (DAY “calls padific provides
sanf e iae faniiies SRR S LI DT 0 S ferpa potenyr ol enefody
to it Febideltid) Custohers’ ald ¢ Fréd DA Lalls Pdéific ngo\néé{s
L R Al ity canpruean ap T T Hpe AL DIGYAR Y o ot odon- {16 e
to its Bikindss GUstGierd;' MoV 'ds the' ébmﬁigrlsblﬁls ‘ﬁ’tcl‘ﬁd'e “Yhe ha¥ -
up ‘thd’ ¢ids Tist Yda' €5 '¥eeoVdy tndil own inteiha) dddbg N
et P YNt aead, ot Y pond Jtry FAG £ s o) et aafasalade nnirffan
Fr B NTORNCT 2168 t141d the LECET Préposed WhoYésald “rdtds |
' Dogaodand - menens nog ot hndYiord N1 o ARC Dns
would allow Fhe! THCE T8 Mike ToYe méiey €rohm CLEE than 'from theirs "
TNVS Wl hosrrolysg o favipnge oof ton Alpoagy ofdd o 2ons 100907000
own retail’ Cusi:cgmer's( sechige the LECs '\fiould clr'fai‘g‘;eJ thé ‘crcd ‘Jé“j !
least as much as the LECs' own end users without incurring any of
the retail-related costs. In addition, the LECs will continue to

¥l A e et vuph Aoty ot dnild cgowsyet  angips }Sm';'.?._s'f:.o') ﬁé'i‘ 2
rede3VE dikect HUbsidies bhck bh, i BUGh, Shavdd ARd infersrate ”

carrier common line':charge <(CCL}, :while /the .CLCs :would ‘beax, much of:

-

the associated copbtS.. (rug pus 120 020) Is3ipib nshbuloni aidi 3
2-AT&T/MCYI iclaim that: prioing <LEC wholesale offerings-atriiq

anmsrean hagfdntive ladnse aryfartan valar aansd .~I'*(fr_1$l Is‘z -4 N )
the sang TeVE), B8 MG T b DAY inGH) \ithodk Hegard K¢, aYoidable
retailing costsiwould:create:an: antidompetitive pricesqueezepandi
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would prohibit theiCLCs\fromicompeting ‘againstthe LECEcon the nteud
basis o6f theiretailing-éfficiércies ~ Convérsely,if. LECrwholasadle f
pricing excludes avoidable:retail rcostesprrdsellerd :will' chaveran 7
opportunity to substitute their retafl functiohs:for:thosé ~und- 1uoo
otherwisé prdvided by:the:-incumbent:LEC;"and<td:pasa 6n "any .
efficienciessin:-the: form: of fAldvwer pfiées.EVAT&T/MCIrcfaim\thatﬁﬁlﬂq
their proposed whHolésalecrates maintain:curréiitrlevel’s of 0511400 0
coOntribution builtinto.LEC:Fétail prices sincd 'eh& Eiriffed rate o
is only reduced:by-avoided retail costsrfleavingfintéct=ahyrbuilt40
inreontributiondsns bolttind wolod zanitg J6 soadivian Tiod ATAIs 1St
200 £ vicAT&T/MCI also state:that thHe: whélesalegéervices ithe LECa <
will:sell»toithe <CLCs:Will: beinférior.ctosthe rsexvice :the' LECH [on0x
provide .toithéir»7cwn end:usérs in five ‘different: areas:riBedause-of:
the inferidén:sexvide, rAT&T/MOI ‘believe that:'CLCs will be-at a'> Jndl
competitive disadvaritage;. and:récommend that: the LECs be required is
to discount tthe ‘wholesale ‘sexvicéd by 2% foY reach ofiitH& I fivE A A idw
identified ‘deficiéncies until' the problenis:ars Fesolved.i” The five
areas?ofadeficigﬁéiés;érejurﬂl)vpreJprbVisidﬁingabrdéYihgpJ Eayrabiro
(2) service  ordexing and ‘provisiohing;: (3) ‘on-line access to ~localsD
listing.databases andiline;informidtiondatabases; «(4)1:troubles Jrioo
reporﬁiﬁg;andiresolutionﬁaandtjs))atcbss'té‘localnusagé’détavgrhkﬁx)
AT&T/MCI recommend :that: the Cormissionh allow the: resale ar
of LEC residential flat-rate (1FR) and measured-rate service {(1MR).
According to AT&T/MCI, even if residential rates are currently
below cost, the LECs are no worse off by wholesaling 1FR and 1MR to
CLCs since the wholesale rate subtracts only the LECs avoidable
costs from the retail price. To the extent the Commission is
concerned that lower priced residential services will be resold to

7 For definitions of the deficiencies, seée the Coalition’s
November 27, 1995 Phase II Reply Comments, pp. 14-15.




business customers, plaoingrbgcs:ané:disadvantageﬁfAT&T/MOIq blow
believe that: a narroW-and.temporary-limitation:édan:beimposad onard
the resale:of iresideritial -sexrvices (to busiriess icustomérdg:-until i1
cost-based :rxates ¢an:beé setd [ininy «iod) oiviidadua od yiiarteqgo
vAT&T/MCI calsoirecommend: that -rése)lexs betallowed: to=ii2n
purchase vertical- féatuves .and iintraLATAtollcdervice iat-the-tarviff
or contractrates.Pacifio:and OGTEG ;offerito<theirclargestgory tinds
customers ;- AT&T/MCI-state:that tHe ;LRCs have _entered-inté huridreds
of contracts with ilarde end-users for vertical.features:;and vfian i
fntralATA tol) services at prices below tariffed rates/ :AT&T/MCI i
believe ;that--it-would be ‘diascriminatory . for the:LEC&#\todeny a CLC
reseller,i whose -volumes (nay. exceed ‘tHose Jf rlarge“end-:userd,/f«thd liw
game ‘bulk-:purchase pficeé?dffered to end:usérs. n:AT&T/MOI cstaté voiy
that CLC resellers should:be able, ras itheé LECs' clarge:end iugéxs o:{!
are,  to:receive toll:discounts -based upon a:CLC{stotal: toll usage-
which AT&T/MGIi state can-bé tracked: by the -LECs'billing systenis, o
cr11 oo, Pidally,-AT&T/MCI::recommend that«the LECH -ghould ‘b€ i jnabhi
ordered to:wholésale.all of -their. sexvices, ineluding ISDN- and n:in
Centrex.»: For-thoge sexrvices for. which -Pacific and GTEC have i== (%}
contracting authority,::they ishould be requiredito entexisintopitiiail
contrﬁ&teuwithpreselleﬁ'CLCslwith>cbmpérableaterMSqandicondjﬁionQﬂx

as ‘those offered to the :LEC8% end usek¥s o oooc [TM\TACA
LAHITNTY ey qwion cdice hoyuanc s bas (38 Sdoe- ARl Iniducbinsy 200 Yo
oy wrs mede Tal fashroo 3 oaeves (TDMVYRATA o vifbroo0a
IS AT PEounl fanalc {3 roopr s 2001 ot Jdnon wolad
aldehtova o2 it ywlen atonas ddon odsy oflesaalode sy aonia ehiD
cronotmrie oy gl deades o T Lantwa {isdoc o0l ail adaon

b Bfoiat oo Tirtw wooivics ionflaabiass bodixg uewol Jodlt bonrfoannoo

ataoidtinod o3 aocs zoivnsinileh od2 lo encitinilobh o V0
L2E-nt Lgrr o yedomnD yiasH 11 ezsdl 20010 (VS toddmovold
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Sprint Communicationé:Companyj obivoiq &bl naixe s} of
TCG; Time Warner A -P.g C: léf rnda (TH) 1, MFS.: £0 w eIy anflaons
Intelenet of tiafi?é'rﬁi ““‘(L-aip gl:gﬁdgcglﬁ‘ T ol R enon
' al o nioeicasy ond 11 U b 0dd ads asowdsd LogedJovon
byierooin ﬁcc:?r.d'ing 1‘.?2.:4.5?}3%“'2-;;1‘294; EW';L({‘,Q:I:A.{MQ."Q, %FS: ,tbg-n.'t:‘ﬂ‘ff‘sjﬂb
UItimaF‘?1s‘{9'?'e{§!8o’ f:»og,- .]:J?x{:’a.}]:ng)ompec\jltl#o’n P%‘ngglﬁ Q}?l. ‘rth}.St tatiag | S A0 B ) ad
facilities -pased competition. ; Qnce facilitieg:based compstition ,;y
is fuul«"zlya |iln’gla.ce4 s ‘tb)e_.y Ul?le]h%:e:x»e;.utha:;) J.I-e‘sel {,e}:ﬂ‘le.}zlc ‘.Lbe.l tib-]r.e.;f_,t‘(?;fa'r o
obtain discounts.from_ the mapy competing facilitiep<based iy binns
providers and offer vigorous compgtition, to incuabent; LECS.: yuotiany

Sprint, TCG, TW, and MFS argue that setting LEC wholesale rates SUT
at large wholesale, discounts beloy,.actyal; cogts would .giye CLC

PRI W ) X YRS

rese?lli’l 93:1:38 ;ﬁ;’}: r.u;n,&aiﬁ a"d,"iannt a\ggfvgﬂd q;i_chourq e, -‘Lrhﬁgstnlebnutjpy) 1-5 aafofwn

S 3 AN O ¥)

facilitieg-pased CICg,, impeding; the developmept, of; fackdities ., fuo

titsci
bas‘__@;gi ??E“RQE};‘E}°HI*J shufont Biuow 4Y018 247 Ler1ov0deus ol bosollo: ox
w-SPXint, TCG, TH, and MFS oppose the interim discounted . ¢
wholesale prices recommended by, AT&T/MCI,. arguing, .that ATET/MCK .« 4,
have not, properly, supported their; proposal. , TCG adds that,  oxe o7

AT&T/MCIs ! propogal, to discount Pacific's;and, GTEC!8; wholesale i,

rates by ap, additional 10% pntil; cextain. interfaces; are provided,.:

by the two, LECs is arbitrary. .lInstead,; T0d pelieves that,the LEC .,

RN TS I

interfaceg, should pe made available at. prices,that reflect,thes o,y
cost of providing, the, interfaces,; TCG notes that,when ATAT.and 110

< L= Xy

Sprint provide seryices, to resellers,; they;dp, not. discount the

L3N} 1}’,3 3 ' 7 : ,
price of their wholesale offerings to compensate;their resale, (.13,
customers, for: their lack of access to Sprint or,ATET.internal ;. (i, s

databases. s i o tewmay i oarcsodnyn L briconez Leagfdiliost Hicwlton

con s ovsd biuow Ubordgoneny i @erdiires [noal b dntontievind
foun 3eary et f sanoalegn o) Sideiitsve od bloow 31sdt nsoedtoeds

8  SprihtysTCG;~TH,. CCTA,{and MFS'éach filedisepardtesbriefaithati
stated; pimilar; positions on, the issue of \LEC,Xesale,¥at8810i e o0

[ S8

9InMFS'83brieﬁvihcludedza:diééuébi?; andrecomméndatisons zisiodaun
reg ing accessg to_righ f,pay, .. . That. issue . wag,set.for,written -
comgggigaﬁi§ﬁbﬁ%%uant‘t@FihéJ’ ’ﬁ&iiﬁg%é gu?ﬁs€?ié,519957gang??g !
will notlbeiraddressed!bysthisrdecisiontiodi oJ ovivize [pool sbivorq
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To the extent LECs provide qgac0untedf sérvideitoon mhqza
cosoilor cuca, T and WEbeYlJorensTd{dede Bolt Y 200 ST
negotiatcd between the LEC and CLC. If the Commission is
determinéd to det’ diholdsale "disédlint ;" Fd statds 'EHar ft should
be no greater Ehall tHE LEE'S ‘ol€arly “dénonstrated Cavdiaed "oty i 1 1y
Finally,! TOG*redsimélids rerovdl 6f A1 ré’s'tfxfi t'i&n ’o’r\'i';slé “Yelddies?
of residéhtial  F1at "rdted 'S€¥vice s exddpt th Wdlstr ot Fedar1 & [dt »1
resaident:ial’-S(él"s.fié‘e'ss1 Yo Honred1déhEial "éueté*neré' §f ot nisddo
residentidl’ Yards aye Hot ,cémpehsatory a0 topiy 7‘-’3]}-‘ ban asbivoiy
LDDS “4 1 sfpuolodly DT vifzdaz ged ) Sppeo 230 bns WD (DUT (JInig2

1 LbDs "r’ééofmfehde tHat! TECS B&' FeqUirdd t & iSFedply cvenl J6
nwholesalé' 1o€HY HotWork PILEESYY F (WLNB)S UHIH 1'“défi.aefs<”‘"a yos
end-to-dhd netiWork colF (Girat 1dh thatgdin be® pivehaded higrot1F 11081
re-offered to customers. The WLNP would include tHE pWoli{s{sh 5 s
local” Yo&pH:  Iawltchihg, 2 Eal T tekhinat isH, Vertlcal sdiViles,
intersxénangd hebbgdl 'and: any "bther” o‘pé:‘ tional™ 1nbu4t’}s‘ hebendRf ot
to make resdld Herviee app‘e%'i‘“ﬂé"ﬁml" SE td the EHd ueb 1o éari“ér’ 6
purchasiig’ thé’ WwLNp Would be able’ to (fée'"thm flatfbrm 5! prd Juzie-i RrA
innovative tet&il® 1oeh1” Fervides!” E)ff.ei‘.ingr ‘botH Basid HerVics! aha' >
vertifal! fehthres’” ahd 166811iny Acdtess t&’ IEC&”’ the* WLNE’ coul’d Yd
also be!tombihtat with! othal sekvite to dreits’ fil eyl deont o i
offer“i’ﬁ'gé‘ti‘ﬁ“c@iﬁfﬁétl't':ibrfm Lth ‘the LE"C'%H"":!‘{-."”%ffe'i‘lndﬁ bivog te Jnos

i 1L,HDS” éeés"fnén)f bensfits From’ réquifingr'f: LHeE EEt Juia?
offer a 'WiNpL FIFht;  Fulllsdivide ¥otaY? pack gés 'ésfouidqb' to @i
available frém’ many’ providets? adt*just” thoss  who' owh’ 182h1% 197
network facilities. Second, customers in areas in which -ecapdnieh
investment in local facilities is uneconomic would have the same
choices that would be availablé to customers in areas where such
investment may:pe. justlfi.Ed.hThird. with WLNP, <local resalegqz 3
competition®édnig” p'ro%éed imméd'ié%eiy?”é\/é(fy%rfléi‘y“zﬁdr%gyTéilPIOJSJ?
customers without:thesneed to await: thewconst-rpctiomof new 16éale
faC1116%é8‘”’1f‘&ﬁr}:h‘::aﬁhﬁ g’g"&?i?&} g.& ;hé‘? rrpféjo}bp Fﬁné }{IP;@“SI
provide local service to l:hen'q customers overithe:existing{LEC1 (f{iw
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PRA Doptrtorbaon g dpeasr (wokv 2a'A%50 i (bDluow eoder [isdox
1 ¢ rifiUntilrcbstsrarerdétdimined! ihithel OANAD o Univérsal Jibbs
Service proceedings,”DRA recommends thdt bidic.busindasiservides on
should:bé offeidd foriresaldfatsthecu¥rent,iIRD-baded tariffaalody
rates for 1MBiservice; léssaravoidablevretalling ¢os€sSS.DRA 1o oisx
recéomménds rusingithé:avdéidableretailing:costs>inclidéd. . {nidostinot
studiéasuponswhichsIRD cadoptedtrates areibasedrirsincédinsithépstivo
Pacific:nor:GTRC 'hds provided>such costistudiéaiDRATrecomnidends a0
using as an alternative the avoidable retailing costs calculatéd *(d
by AT&T! rAécordingly; DRA'ssrecomméndedivratezforibasidé~business
access service férobPacifioczis~itsiMBirateiof-$16¢32/mdnithiless o243
28%.iand for:GTEQ:1&rGTEQ?321MB rate=ofi519,22/donth 1eds124% prfotiv
However, DRA-wduld addvbacK 5%°f46¢ bPacifidisificedpaoifiors 1Mt s
rate-of=$10:32/monthiwas set at’5%cbelow:DECSIntiIRDJIJCDRArA1E6 130D
recommerids ithatcadditional/dgage-chargesrproposed by (Paci tddrandbis
GTEC: should (becrediced by#28%¥-and=24%s-respectivelypcto fag¢edunt mno?
for avoidabléiretdiling’cogtgys <noidt 03 waliniz (uwrabivorq anivion
® DRA« Yecomménids  that /Pacificrand: GTEG:nof be:féquired toit
offér-resaleiofibasic residentialsservices:until dppgropriatenabiasy
cost-based residentialrrates are-determinedciriithe<OANAD forca cuoiil
Universal-Sérvice procéedings/-DRA-beliéVéd that<rates’for basic
residentidl sservices:vere set ‘below cost in:the >IRD<préeeding +1 uo
for public pélicy reasons;varid that :it would:be inappropriate to !
authorize :the lresaléfof  -residential'service iat-ibeloWwszcosticratesinuz
DRA is’concerned:that:the LRCs not:be alloweditorsdekrecovery. 'of [
revenue losses 'alléged .to represent:belowcost rdtes.j o1 wisfloas:
DRA opposeés GTEC's proposed rate of $25.929({plushbA oildayd
additional :usagecdhdrges) :which DRA(states ~i'g “subdtantially
higher thaniGTEO'sriIRD rates /f:817.:25:f0ri1FR,.c§10100 f0r AMR, 1ot in
and $19.22 .for JIMBa DRArstates that 'GTEC'S NIRD fYates ‘Provide’ctheas
refquired révénue ‘céntribution -arid:pfeserve :GTEC's ifihancialbnibronsa
security. For:iGTBC €torcharge:aiwholaesalerrate ‘greater:than:itsl of
eroisiny J6d3d esvoifod aainsoviA oildud Lazitamosauso [eitinsblzex




retail rates would, in DRA's view, result in unjustified Al

additional. revenues:iyhileiynduly,.inhibitingiresellers?sability to
compet¢ againgt: GTEC. i DRA thérefoxe -recommends, thatiuGTEGIg noivial
wholesale rate-fox husipess:be,set ratsthé-current IMB:tmonthlyhH oo
rate of $19.22-1ess 24¥(for-avoidable.retail costsianFoOri (0l z2oint
residential,DRA{xetommends that-GTEC!s iwholesalératés:equal-thes«
COStS;xfHowever;AGTEG§$kpr0posed usage:.charges shoéuldibesreductedssi
by 24%; iu-{en ajenn pailisios oidsbiovs odd svissnisils ns aps prtsy
c-=niz DRAisupportssthere-being-notendiuseyyrestriction foria vd
the resale . of -local(gexvicesif:thezCommission:adopts uniform =zas505
wholesalesrates forcbhbaoth.business: andaresidentialiservices} such?sg
as those proposed:by-Pacifi¢iand GTRC?2 Howevey; ifuthesnsia  sovowol
Ccommission - adopts:wholesale. . rates:that are diffeérent\forobusinesss's
and: residence:lqeal:exchange:serviceprDRA (recomnendsstHatothe nmonoy
Commission.imposge iuse -and:usex restrictiong. oncall~localiéxchangatd
service providers, similar to those currently:applicablé:itoinvn 10l
incumbent ; LECGs¢«{ Otherwisej. the irésellers conld:purchasge
residential-ordifeline:services:atcdiscéunts and:unfairly:resellio
those sexvices:to-business.gustomérs:atra:profitinnbiaat boend- Jaos

. tari 1-DRA:supports AT&T'sS. proposal-foriadditional.discduntsvirl
on resold:LEC-services thdt are inferior: to:the:same-servicerthéuax
LEC provides to its ownigustomers: DRA:agrees:with AT&T thdbiuq ol
such .an ;approach wouldcincent-the:LECs{to -expeditiously:providedtus
all.interconnegtioncand-intercompany arrangements nécessary:-for Aid
resellers to provide services comparable-to the;LBGs'inzol oiuioves
Public Advocateg¢. o2 1o st bBonoyorg 2'DRiID aoacygs A

v 'Public Advocates-is concerned:that:Californials innoiiibbs

minoniby.-lONiiRCOmehfandwlimitedfEnglish%speaking‘communiﬁiessdpid
may.:not.ibenefit:<fullysand 'equallyfrom local rc¢ompétition. ££.¢f2 bns
According ito Public '‘Advocates-Pacific;«GTEQ; :and-the(CLCs inténdox
to focus their:energiesion:<serving.business-and affluent -.y3ituoce
residential customers. Public Advocates believes that carriers
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will: compete-for.the high:revenue-customers By offeringsthem fuponst
lower rates:and néw:technologiés sugh:asrISDN;fATMj:eInternet i1nflg n
accesgsy-and iframe . relayio On:the:6ther hand; iPublicrAdvocdtesg 1 241
percefves:a.lack;of commitment by:carriérs-to: provide newwor:-op 1o
lower cost:services;to;low:incone, iminority-andoliited-Baglish=cv
speaking:communities s<Publid-Advocates:asks ithe Conmission-to inpiea
preyent -local:carriers jerm:limplert\en,t irig :the -abové mentioned ::vlitq
pricing-and marketing sb‘rategi'e'é .which ‘discriminate:against.i»=b =15
Califoxnia’s;disadvantaged -¢communities ion o3 bnotui ow yipitirwondA
CaliforniaiDepartment :of :Consutier. Affairs (DCA) olrzo o bapirovesb
. {7 i-DCA recommends cthat :onopoly. building ‘blocks necessary. sd

to provide:servicde:to.end:users bq;Unbﬁﬁdled :and gold: at0
wholegale xates . s5.DCA believes ithat. wholegsale ‘rdtes ‘for.monopoly.oug
building blocksd should exclude costs’ that: are «avoided by :selling;zon
the service at.wholesale -instéad of.retaills DCA also:recommends: ai
that - LECs should :not: be :requiréd to providereséllers.with s ba ESIN
competitive services that .CLCscah:.0btain from other ’-Bburcéé'.fz;f:oq a5
C. Discussion e Dneedd- tnan Yo aoltsabaeadeb od) ooz L godien
1.-:-Geperal Program for-Adopting: -Repale-Rateg: . iveon sinusfodw
= { i:{-The 'resale rates' weiadopt: in this decision-are:interimiice
in nature ;and wills permit:.certificated. CLC kresellers to beginriviizia
competitively -reselling ithe ‘LECs' bundled--local’ exchande: sexrvice buis
effective March 31, 1996. Because cost studiés for unbundled =ricunod

network elements. have:not: yetvbeen' approved: in.OANAD,{ the’
wholesale irat:es;a,wg--._adopt-:hérein; necegsarilyicover .only bundléd-fucrda
local exchange service arnd: do: not: . reflect . TSLRIC-based ¢osts;iw In{i0o
the OANAD iprocéeding,l parties will be .developing TSLRIC studies:evie
which .willr.bé. used: to .develop:.wholesale: rates ifor,.anbundled Ir.aolcidi
network: elements.io Osice; these rates: are:adopted in OANAD fwe Jon 51s
shall begin. to.use:.them .t6” replace; the: ihte;‘imuwhp}.ehal’é’teratem 217D
adopted:dn: this: oxrder.itq boltoy mitoini aldd paiiwh 2ednt oinaslodw
e ¢ 1 bikewise,» ouri adopted: wholesaleé) ratesaresonsa: 1:o0 (AUAO
statewide average basis for each LEC. As discussed below, we'oorgni

g
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recognize:the.merits of geographic:deaveragiidg of ‘ratds-and adopt iw
a plan for:the isubseéquént Tadoption of igedgraphicallyfdeaveragedswof
LEC retail-rates.i Whileipartied disagre€ onithespecifibnlevelsnos
of geographic coésts,««there-is general ‘agreement: ﬁhats:'c6stsrcaﬁﬂ:*f5q
vary.dramatically bétween low:and -high - dost far€aspoigiven:the iowol
significant :variation in:‘costs,':statéwidd average wlolesaletvaidnngs
prices will provide uheconomid pricing 'signals to compétitdrsiwho 17y
are deciding.whether .to reséll-ori:build:their own faocili€iespiuroity
Accordingly, we intend to concurréntly:developigebgraphicdallyoliisd
deaveraged wholesale '‘¢6st stiidied andirateés under:aschéduletdilo))
be announced to:perinit«.the (CLC reselléersto:lompete ‘effé&érively.

Our, doal: iniestablishing:interimiwholesalé ratesfiscto 03
promotejeconomic :efficiency and a'rlevel-playihd ‘field camong fall: [orw
competitors.;d Thése goals willl be met :by 'settingwholesale’ ratéd iud
in rdélation:to the. ¢6st of ‘servicde: dnd by ‘assuring:that. thevioz =43
bundled eléements - and:features offerdd for.:resale''matchas clésely
as possible:the retail- sexvice'packages Which' the LBCs currently. oo
market. Since the détermination of cost-based rates foirncunnitt .0 -
wholesale service:isiyet itosbe:nmadefr . wetmust- adopt ‘an<interiaf
solutiontthat.willi:alldw :resale to;Begin March 31:5:1996yiWwhile
striking :a-fair balance beétWeén the ‘interests: ofj competing ‘LBCg-1 (11
and CLCs,: and.proémoting conpetitively priced :retail:'sexrvice to'sa oo
coONsumers Fstiafnyy ot mailnrin Jano anpineod Lafel (fE ioyeM ovidnalls

Until.ifurther drder:-of . the Commission;,  wholasale ratesn t:n
should: bé: set "‘high ‘enough’ that:: LECs: are fairly.fcompensated.2(sao Foifw
Otherwise}= this'wollld give resellers aniudfair- competitiveinxs frnol
advantade’ relative” torthe LECs ‘ab Well ras.facilitids=based (CLUE, o
Wholesale: ratesi should be! set: low: enbugh so’ that! GLCG reskllers i
are not subjédted to prige> squ'eezés?‘which*'rimpedeﬁ or. prevent: the o
CLCs from:> offering» arcompetitivé! price;ss The ‘determination wof! fIrda
wholesale rates during this interim period prior:ito> completidm of>bs
OANAD cost studies:and: price determfiratioris: i#go ofrnecessity, an

imprecise articd bozes2zib af  .DH1 ioss y0l a2lesd opntove sbiwoidsia
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.1 2.iIReBalerRestr¥ictiong o3 o031 o) Jootlh (feda oW

3 ot Incthisidecisiony.iwe.iwill tdddressithe isduesiofon SMI bnn
wholepale ratesrand:irestrictions on-the-resalé-ofi-LEQiretall i{fanny
gservices. IniDi96402-072:regardinig-Phdsé ilIl-issues which:wexéuno o
subjéct-to writtenicomménts only, weraddressed other terdsiandbiant
conditionsiofirésalevinogludingioperationaliintefrfaceo g =221 of) Yo
requirementsi ! Wéidoncludésthatrthe:proposed tariffg -of-Pacifidsuoy
and GTEQ‘lareroveérlylrestrictiveoinctermdiofitheilimitedrange o6fuow
gservices-whichiwould .beidvailable{for iresddle.21The ;LECs:shoulddoiddw
amend théeirrtariffs tolincorporaterthelilist:ofrgervitesssdt-fokthov
on Tableil belowifoY résalevi-Unless thé rarige:of-gervidds<whichbrrs
the LECs proposedito: offer-foriregalesiasréxpandedyiCLCiresellérspiz
will be prevented from competing in a meaningful way with.thenoteuo
LECH. 10 2503601 iseius nindead (JUMVIATA 2w ootps o o
i?aéouﬂéaéénclqdecthabimoﬁb?extsbing;regaleeféstricbidnéw 'l
should ‘be: remévedfon.thersérvices listéd-in Tableri<below .prisoile
effectiverMaréh~31; 1996, :-We.find thé "LEBCs{-argumentsiinsyt viiflinso
oppositionito-réemoval of rresale resbricﬁioﬁsrtdfbé(basedﬁlérgél?ssq
on appeals-for .protécting-the stdtus;quoiwith réspectstorLEC i titn fg
market share ‘and profitability/ -These arguments:fconstitute arliusd
untenablerbasis tdirefrain:from-implementing ‘meaningful-resale ivico
competitidn at this timer iRésalerrestrictions proposed :by:-the =219
LECs must '‘béiremoved if we -are to-dchieve:durigoal to promote:a; o
viably competitivé.résaleimarketi tiWe"do not believécthat:thaaivoig
removal [0fresalé restrictions as ddopted:insthid.decisioniris iiiths
unfair to Pacific and:GTECG éVenethodghiit-necessattlygsﬁbjecﬁst oyl t
them to:new riskarsas well-as new opportunities !6f-a fcompetitive iU
marketplace. Moreover, we are also conducting . heéaringscregardirgws

the impactssof-our:adoptedr¥ules on_the ffranchiseiéf-the _
incumbéntsLBC8 andfonithéir-abilitycto:edarincacreturn:con njsborronss
investmentseirallangs {(fid ot fiozu otaya Qntiiid ail1 azusosd sdlivisz

bBodpta UATo  .ednuoszih roesy-bro feubivibnid oldenilqas od3 vigas

eldtonpozned Lenoitstieil teltoie aed medeye poillid adl el
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We shall direct the LECs to offér theiriresidential 1FR
and 1IMR setvice:for reésale:tiWhiléithe~LECsidd not26Bject to CLCs
reselling: tosrésidéntiidl=custdmers, zthéy wouldirestrictcresdlesloilw
to only:the >1RL serviceiwhich-{@ould berresold-eithéritor .z oivio:
residéntial or budiness customers. , We-conalude:sthat the adoptionu=
of the LECs proposéd-restriction:would:éfféctively-foréoloseiiibnon
resalé i¢ompetitioniin:the:residentialrrarketi=iWhile the'LBCaitpos
would berablé-to offer . .résidential icustomérs-asiRRiflatoraté=7a hirn
whichiéffers-custorérs.unlimitedlloéal i¢alling,i CLC réséllersnivinea
wouldcbe iforced ito:paycretall:usagerchargesifor 1ocalecallidg frions
under ithe+-LEC8 ' proposals : CLC reséllers-would belplaced atcd-nl 1o
signifidant:didadvantagexin:profitablyc¢ompatingsfor~1BR < 2030 o
customerg.diiv (A fulpninssy & af pri2og os moyd bodnoverg od (Liw

We agreé with AT&T/MCI, certain current features of the<.!
LECs' wholéSale3offeringsawquldzbeﬁinferiordtOethé:LECstretail
offering. For ‘example; Picific!s provisional .wholésale:custom (1o
calling tariff omits key:vérticaliseérvices.sueh asrcalliwaitingolie
Pacific witness: Pitchford;ihowaver, indicatéd that-Pacifioccwas=zoqqgn
planning: to:make call waiting:available:to:résgellers. «HWe-direat o
Pacific to:make:call .waiting, vasi'Wellyasiall ‘6thexr verticalz IJodirn
services: missing: from-its icurreit wholesalé: tariff, availablecto 1
CLCs effective:March 31pi1996.~=Thid:will serve as:a@ suppléménta oo
‘to the seven<custom:-calling.services currently invPacifid'saii: a0
provisional'sWholesale CustomiCalling-Servicés=Tariff ! The o yldniv
additionalvertiéal ifeaturés will be priceditorat léastiréfléctc sy
the 17% and:12% ‘discounts off:the:retail ratésias addépted in this:s
Decision. i-We also’direct ithe 'LECs tormake fintraLATA-toll:cservice:l
availéblgiforgrésalé.Qn}jnu&ﬁou azlin o1n w0 rovoenichd  Lsoeldtoxitam

cPacifi¢cindicatéd thatnitsfbtllingﬁs?stemccénnobéﬁqni ol
accommodate therresalerofiitscoptiondlicalling:r plans £or.itodYdimomnt
service because the billing system used to bill resellers: cannobvii:
apply the applicable individual end-user discounts. GTEC stated
that its billing system has similar limitations. Consequently,
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v by lgnes o2 3oaesdno) bhag xodnsD 0 Sooquoyg (I IW
as an,inte; m measure, w? ghall direct Pacific and GTEC to.offer . .

{ lluu SO drs oW 9rOlet DOUIBRNINGXND B RS TANT

ts to sexvice for rgfa e on a bR;kx«l?iB subject Q,PJ 49c°99591
% idq???n, ddiw
onex

Ji, ur
BiPAY s soaeye

X f MsL

i

of f the bDD tarlff Ya e. T} ( counted rate fog
BESSETA iii> 0 blooo o '3

customere wiil be é average, Price residence “55

atg |

,_‘.F‘r)lag

5
eg
iy
AR Azm' Y B ?
pacitic’ ess avolded costs) . The discount ?¥;P giness i .y
L3 T3 SN S MILILi(N T 5 i
custoners wili'be the welalives, aversge zape f°,j.%§iﬂs%%q1[)ud”jqfq
cﬁsiimera (lege ?Ef,}?* and 12% avolded, gogts) ., Pacific;and. GT%?JI
sha
211 Provige) ihe necessary yoaqs, atd reyemus data o CAGR.E0 e
enable Sﬁgg t?Lcalcc)at? the approp *atc dis cgqtc off the DDD gdj
tar}.f:f lf‘?vté:?‘ sipe xoednad dpuoidl f'.rw safoadusotg ererodays Hrond

o1 GIpNE S’}a % 5“",“1‘?2‘3‘;‘&%8 Bact i%?uﬁ“d R 5.0,,,%'2%%9,9?.3 o
the nt{a{f%s?}“qu L fm 1'=noJ ?o their ba].'rl}lﬁ iwsysEen)s 15?“‘}’}5‘)591} flod

thefr optional call n? plana ayailable to CLC resellersbggcgﬁﬂ,umdj_

finzst 3o06f3010D Ik XOLHTOT) L2OPNERD Jf 1*' il s
six months from the effective date of this order, Accordingly,. . ..
by S b ¥ oisi umi:(lr ic mond odFsr Ol \(Ifgfijarr o ‘{r :L I-fu
: iept: er .11'; “{99{ gp?xcaf S 3% csln(?T%?; Sh%})} D yd AR a‘;’euv?]e:ﬁ’} 3'(: fele}
their wholesiie tarieds making availsblo thelr optional, calling, (s

plans to resellers. The calling n1ana gﬁa}% be offered at __ I
CUYEAYRTEGY A0 DL e 200 i R1IAT H il 17 LHha
wholesale rates which aﬁply the avoided cost, discount, whigﬁpwepc,rd
adopt below to the ex1sting LEC retail calling Plan rates.
At 9iRnss TNl Ddol IHVE VOES] SO
We a%ree t??t CLC resg¥%%F§ should not be permitted torqj
RS N 11 .}f’,; i S5 ‘-' 4 r
resell Pacific ‘s and GTEC'S optional bus ness calling Plans S e
23 1Yice 3 omnel 93w whtdairg aitd tHAD T IS
re91dent}a1 %uitomers ?t thig»t%me.<[The busiqess calling p}ans ¢y
reed prideids I6 SLaad irod Tt EA) o
are de81gqed to comp%t%”g%t% IECs' ﬁ}gr‘xg}gmelcalling plans sold
YT E DLy @Sifl L300 Lo Lo Y YGITWO
to bus nesses énd are not ava11ab1e to residential customers. %%(p

i
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viion tinldos 5 1S R UGS Clf (21sliyire]
shall’ examine in Phase 111 of this proceedln the\Pasis for e
2o iR (WL (oD Sotvieos gigaaloivw B it Yosotle a6
cont1q%;ng ﬁﬁsale gestrictions on the LEC'S toll calling plans 165
‘ nly £2LR0 31 SOOI AL E & -
for bu81ne§9 customers. >
:u‘ i3t Godpinounne oideon [ ifadae bobiovwn o "in aed 3 e

275
ile we are general su rt ve of ifti sale
KRITON tox Jrsroszih gji)o» ]iucmP?g, fi p) ) 1 H?J 10 [ L
restrictlons where it will romote compet}t veAFarketplace, we
)ii\'ﬁthhtfu‘.'s ©J °1fr.bii\ $R4¢| 1"[;*)1 lzj:, 2idanio n';:jf:ltb vl it V1

recognize at some remaln ng restrictions are a ate
°d LMOfidanLiiiton gt Hi;l'f;_}f‘t (i 2alnt ppFQP 1 (Sr (IR B

respect to use and user as well as the range of services subjeéct
to resale, as discussed below.
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With respect to Centrex and Centranet. we conclude that

certala® iééueé‘negérf tﬁé@ exami tilr'before‘égtgaghgi %e“(L%F o
reddia-BE thedd $8201LRe" iy éhan"a%%zr*i"‘ ré”‘-ési"if:é‘rq reg’ o
with Pacifi&”{hat ééntreﬁishgdig'ﬁéiiesoid o%i?xaéiéxn gincos 1o
system t& 8iidle BudinédieR 4Ra 23 zgs’gfr)'wo}k“iﬁ raet¥?5éar$i o
tollgéﬁﬁégﬁgtIS% tosl §h$£”“’éé¥m?ﬁés Ehs feéeraiiig§ §B° )
pleeubscriptioﬁ(timina’ i‘§e0t1"17571(e)(5i‘3£ the”” " o
Toleébmmuniéatié AcL dE" 199é”fgoviééé that® intraLA%ﬁJL e
prosubSiriptioh aidll pacf'ﬁé.gﬂgntﬁ;fa'n'eaﬁfz";"iststmﬁ*;ﬁ;‘e§‘“*‘-
The baiéncé‘sét b”itﬁe law ﬁou éa’qussgtji JébégigéuTégnjf) &?:?j

5 5L 3

their customers presub?cription thrcoughfCent:{r;e:*:}:—:aa;le‘.1 1t woul
D3TO i e 6 DOLLD Ao IL0 £z oW
ve in&ppedpr{atd £a Beb"Fe8d14°8¢ dofdiax as a too to aggregate

3
e ]

i adany

i f L afdi ot aaoideidil “n \'jeeefw ﬂxt i3
toll froﬂfun?elétéé¥éﬁdlIéers‘f{ﬁe shall céns d n I ase1 gnJ
31 fapo 00 ol If) i f.:.) 5oL IqQo 9
this b&g edaing’ 4hatfchaﬁges €5 “Ehe "¢én trexlaﬁé Centranet rétaff
nri < ‘\n 1o m il ,” B avidoalls aid most edincy xXia
sexviceé -bé neces aﬁy tom ﬁe t em appropriatelfor i 2\
£ a “1 1} 1311 > (e atqed
compet{tive éeéle'bﬁ Cbééi 1éhaif consiéer imposin S
feynof zac} 1f( r,,n “f , 21319463 3159%;ﬁd1 feald
apprépriate uge and ueer fons {t1ng Centrex and '
Iig i D1l 3] i O 21614
Centranet to' resale aB bueineedre séeméLlﬁ place o premises
onilh dzens bobion it o lagge doide maint ofraafoniw

based equ1pment'(1 e;, 3] X)
arfd od wiled 3oaobsn

Prlvate 11nés are ?lready ava1iebie fgr resale under
o Ao i!(“'( rrga D '3 157
the Ledg x1eting tarif Accoréingly, as an int %im measure,
U ISIA R0 e**. {no fuo a'ndte pPps 2'ordiosd Iloaog
we will make no change the exist ng‘pr1vate ine tar ff | C%Csﬁ{
i AR zsnd comcloup Ingtinosbin:

may pufrchade’ ﬁff#ate lines for resale at exietf ng tariff rates
TG nnefa o winrflan Loy -pfoid T atil Jiw 9350000 o DINCL 2'3)
Customer ‘owne pay telephone lCOPT lines are already
ot o) ofdaliovs o oes g as Jeeufeud el

(S8 § >

O JEUD nabe
sold to ‘CoPt :«:ovider}l not to end users as a retail service,
P
t dbhaoryrig 203 3o TIT sandd Qb wiinres 1 ede
are already essen 1a11y holesale service. Accor ingly, since
20 [ i ; 0 i ~}'),[ {3291 9 e f".[{i;rfz dric
3f ‘: { ENS I I i’] i it < ,{
COPT is' Ve Yy ‘Bimilar €6 a w olesale sexvice, it log cally fg{%owi I
OB 80901 fi O

that there are no avoided retail coste associated with t e

13¥: 0 3o pvidioauus (9P oA oW Ol
marketing of &8P 6 adOpt an avoide& cost &iscount or COPT
feg Josm !F‘* SV

- ¢ A sicmosg [[iw ool 2notdoiriant
service Would simply en&t 'i<11 COPT providers to avoid ying

AE T OO T 9In 3104 {xieex Ln(urrr, 191, S0B JﬁrPJ SR IOIEO09S
current ta ‘iff COPT rates by ‘ktalni LC certification,
sooidius zoolvien o )u!nf oid =25 :L < 26 182l bis szl 0 19s(gnot

wofsd bezeygzarh zp \olaszo1r o
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AR HE gt aon iy v SPHII AR Inevotg OF
Accordingly,.yiq.shall not . apply any, avoided cost disgouny fox, ...,
purposgs jof determining CLG. wholgsale, 1ates, apphicable to COPT, ..
We will, howeYer. pexmit CLCxesellers to purchase, COPT,SETVAGS o
at eXiBting tardff COPT. xates, . ... :jy,:1 00y olsoor ciatdtrtd Lwolad

--..We shall also defey to Phqi%,}g{hqonsideration of . india
whether to, .authorize CLC. resale of semipyblio service, vqoeq tiod s
Outstanding.issueg mugy be xgsolyed. Xxegarding how. resg}p(of t Eg{,,r
service would be structured and how the. requggibility for. p@oq@
maintenance, coin collection, and related matters would be
treated between tHé:LEC:and- CLGIN Questions rustcalso’be
addressed regarding the potential opportunities for arbitrage of
seimpublic service. Another issue involves the implications of
the FCC's exclusion of'semipublic service pay telephonéﬁﬂeté from
the definition of customer premifés équipmeéent asg:disdussed in

Pacific's commﬁntsfn%lgh%cBrQBEEQQ)A%gﬁ%%%£ Oty i1vay [[a +

WhileJWe find no reason to restrict CLCs"abxlity to
resell ISDN, ¥g .shall not at l;,hie,(;i:ﬂ1 applx(an aVOidngcost
discount to ISDN because ISDN costs will be considered:in the
application of Pacific to increase ISDNirates (A. 95 :12-043) and
we have not yet acted on the Application. In contrast to
residential tariffs, there are not éé‘m“ﬁ§'3f€sé%t{hg?§5Vende
sources to compensate the LECS for ISDN., Addordindly we ishall
authorize as ,an.igterim. meagggeﬂg%g §ﬁ€%¥%§°£gﬂﬁqngﬁ?ﬁﬁ%ﬂe with
the wholesale rate set equal to retail rates. We shall
reeval&gééfgﬁis ’éfiﬁnagﬁfégéh incldding t e Pd8e &t {A4tion of a
wholesild' ;ete onée b ﬂave‘regélsga’h '§5213'- 64'.‘“’"T o1 zoprads

: gﬂéfj *ifso A3t ﬁé&uiré‘tﬁé“bséé do '4ffayg 1:91d 1o Jxeq
grandfathered “gdlviBEE Fdrodeddld eﬁc t fnlena” Sge“bf uétomer"h
wﬁ&tcdéreﬁgff £égéiﬁgr§9andfgthe§ed i¢295§3m“{ﬁ§°ﬂ wged odi
shall Pife: Eﬁévfegt§1ct1éﬁaéépchc fgs§f§q3f15?gﬁdféthé?éd cpr6da od
services 13 thosésééé €38t WS 1cORISACTy "raRE Ve 15061 €% » ovip o
graﬁé?agﬁere 3*sd2vidleeed 3€heqLéC¥“FL{fé1R§DEﬁfg P88e 2{&cfon> 51

will*3ahdnta iy ab{11gyogfgéﬁﬁgxgoaggﬁpgﬁé“fof”8&3“"Héré wiERivioa
grandfathered services, Pacific points out that in additiSA7€E> o
grandfathered private lines, it also has grandfathered vertical

N

services. _
sonly i niemse [{ede cnotdottdesdt ween bnes sey sty 01
cpiibossoxq sd3 Yo 111 onedl ni noideniness 1ol paibiog
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To prevent arbitrage, we will continue the LECs'
current(ﬁselgrdwﬁéef)fbeff{dfi$hé"3hvgﬁ€fsa18 Jfgféefdenb{5r1b10>xﬂ
accesd 11ndd. 2 W& N 8 VAL TFER4 SR WY e &6 Ié*‘f €1 €188 O 1Y
should Be' Hainta1déd fon th& oEHéd '§8Vices liete iRSraprg 1 ff 1w o
below. Lifting resale restrictions on?€Wéde §ErviddgndiITIidaixo Jo
enhance céméékitio ”'”Acco?di“"fﬁ’ gd dfP&be ¢ €ﬁé LECE Pe& amend
their proposed WHSTeFale 'CAYIEES €8 EORESTm s 614961 as 0 roidniiv
posélble Co the LEC~"'taii’éfferingg‘cufrentl v 1apYe VESE&TT FLO

servicsy 1Tseed Il HapTe P bélcwio bas bascrowsdn od blrow ooivios
~ed B{trow ausdien bn Aﬂﬁg fﬂm ‘nn:i afloo nioon \:)dkﬂjlﬂrf"

4xCatégorszIfServices Sub1ect;to Resale (1eowiod UQ,FQTJ“

ENTENE IR ) Tt IR L Vel k) o 1 334 i 5 C '~ -
> o RS Sentlal PR AR VR d&iVEEdcy o) gatbinpst bounoibbe
Yo muobfnstfant it aosviovint osuz2i asicnh oonivicas oifdygasiea
gl ”J,xMBAfJH}ij wiog eoivieon uilduginoas Yo noizpinxs a'5oY odl
i X ]Iﬂcal lléage, ZUM)! and BASI*' 1] soocodeuo 1o (s(}jj[nf_}q;) a3

+ Aall vertidaidféafﬁréé“(éxééﬁ"fbf”grshdfaeheggd atoiliosd
ot v gervices)\Iy ioitines of no2edt on biil sw of HIW

inr Behioy % P faadert Tfedo gy 38T f{ang
V7 CudESHEF Fovited PAY Telep hidhie (CoPTI 1{f&vana HOUBL [lonod
- 1) feaburel tanon o [[iy =doon AU suonosd G277 ol aeeonnib
tig Centfex/C&ﬁtraNétIO“ soasennt ot oflined 1o nojigngiqqh

4 st doasy o Lncideskfagnn add oo Doden oy don oved oW

:uIISDN( koth PRI and BRI

A3 2%itrod L tanchingg

"
-
ul

2
-
9
jo s
L
v

i (4. d-IntraLATATtolla  7inf «ol 8031 <dt ods 2ring (20 OF &95100R
i phivade’ fiﬂeg“(exéépt gfandfétherea'ééfﬁicéé)" 2uitodlus

Ligdn oW sadny [ indas 2d (gueo Jen o93s1 glpnzasfody od3
10 rafpac%fiQ)%ﬂﬁ_GTEC have»QS?,JH%tlﬁigdiﬂgghﬁgpﬁ ditfonal _
charges for separate. itgms sugh as usage _anc i}l,cﬁ%lﬁﬁ,whiﬁg?gfgdz
part of their retail basigc e;cgangqh%%§v§ce.O“A%c?ggﬁngly, we
airect the LECS be anend, thelr tarifls to fnclude thesp itens,yndex
the basic wholesale, xates,, : This;direckiye means that LEGe axg not

to charge ?JlJnJogh”?C% Jusage _for.s Bolesale 1FR 8 ervicg Jg?q afsdn

o foI3nLfIzs,
X . lso means
to give a $3 ) ﬁalau§aggaal}3u NGEo 85n1§§5§%33§5 52085 3352,0%913:

that CLCg. a‘%) ok Qbﬂr9%§;§9¥1 n?;Eyp%ﬂgf‘gi.ag%?vxgpfggsg B?Fﬁggp

. i ers
servigeg,or. functiong yhich LECs provide,to, theiy own jegslz,‘éﬁm 2%,

no chardeq siphn i Je:dd Juo elnloyg Diliosd  .acsoivisa byteddsibnsp
[5511eav boandinthustp zed o=2ln I aoinil odnviig hﬁTSHJBBbﬁB]Q
| FSﬁiyisa
10 cCurrent use and user vestrictions shall remain in place
pending further examination in Phase IIX of the proceeding.
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We also note that neither Pacific nor GTEC has provided
in thelr '€arif bt tot ledd11806 8 ¢ te2 UniVoradl i1 fe {80 oldaiy
iréléphotie~8epVida! (OL18) 2¥AcedPaiRGIP) @81 sfid11 150Endé14a chabiovn
resellebd " ts ¥edi1ve " PdirBidadhaRt £¥8%°CHE ULTE  £0RA%FS €& UL#8?
service ' thdy 'ptéiidered qud11£18d°dHav (g5, oV I i7uvon w s beoslq

:iff":\\'idfit'f)ffaa{ﬁﬁglaaﬁi’g‘ﬁgtgé aldp atn zrailezayr D9 17 soivion

We next address the quantifi&Reldd &f Gfoled 187rsbEg o=
In the absendd 8f 0ARAD I dEEEPsl(diedd we E84dTGde YEASt "Elle existing
ret A1V FAT8a"BeEvidECR QHELfET 280abE g Sol R SC8148EEPnIHd DRdbALES"
Whb1E45Te 1Rat 88 #6587 10851 3d&Enan§s 58l v1e8YYHE ETHA REUSIE L GTESTY
proposed Whd184al8 datd WRIEH 82348a¥ v ¥8tall £SEE-@3 po©ebuilion
unreasoﬂéﬁfﬁcﬁfgﬁ:?eafzéqﬁgﬁ ?51?8&‘&6”p£8018&5a3§ BYLash8d 148 €67
what “ER1&*18"dkb8daed Wi tRInCIEER40d S Wfidthe FOURE{dgLigq srotaty
cont FiBte {on faBdvE  DRTEC d Ve lsdRan1 811 ETEd 8 pH8pEEAT e {AS1IEEY
an HadYt{SAat 2deHEFIbit {8n xR anb181p30dd 160 a T “1al I ATA P
tolY “r&vEnidE 1 8 Corit Pally €880 g8al fof Edde LR WnETEdald JEE&FO M
only at the cost of providing the service. At e84 dd Fin 'ofR&igve
interim wholeddle ¥at® {8 ot "the YiépdR enddy €& addvdss any lost
opportunity e8! g¥hsratl i NCPALATA " Eol 1 'r&vehids s IR 'tHe Friién{sd”
impacts‘Higarings phade of 'ER{d Procdddifig P 1 “fe Yalreidy &1 28rodxs
séparatiély ddarélsing 115588 161aC8d €6 $é8818 e ‘didifue {6 - exa®
LECS ' J8ppor Ead (€77 €0 "88n &VEa1 &Y arn “8e Vd (F&ed v e Y EE4Y <l =il
excﬁarflié'é{ﬁé&ﬁﬁefﬁfifﬁ?“"' io noidaruans 2id ototorsdy bne [evol [isldox
T Bl e i o REIUEE, HOWEGEE ] FEhaC WHE1 & Pt "atds Sadd ad )
uséful “Sradifiig pofit, PLldply §6€eing WRoTeda18 v4tdd "ddual té& thé!
LECE! “FECATT “Faed 1T dNFairly Svérédnpéiste "t & IEEE Tand 107t rv
undériineg the viabi1£6y '8¢ “66¢ Fidsatd coRpsCIE I8N 77 We "ae Pi1s 21nol
perduadéd 'Ehat - ‘eidie “dfe ‘G FEEEENIES 7 In Te N8 Wost 16 ptoviding T Povwo
retail ‘VérPsd§ “WRIIESATEL1SEa1 J8RGRENGE"EEXv I8 10 Rddordinglyitt™ Tho
addpted who18841d P F4e88 Enbiia F8¥edunt FESL G L E £8eriéed VEXWES Toony
wholesale and retail costs. Failure to adjust for avoid&dd HdEs{ros
d8dtE (8éH 38 dRa s 82 BIITIAGD HirREEDRG PPARd “chEEC5Er “service
exPenlEd) *{h " 538pELRY “WwhE1dE 1 e - P48 EBuI A PEBUTL FIE VS EEihg O
the 'tEE GHE188316 8Bl OSE P Y f718874Rd ERASPIREH Tng SiHe FabiTity <G

resellers to recover a sufficient retail mark up to allow for a
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Bebhivoag 2o 2550 ton oilload geddion o) aJoin oals oW

viable regﬂ}?ﬁ‘ga{ﬁk?ﬁé-((_,9?“5*\?.3?‘_}!]95Jhgl}gg7[!;{f,;,-,ﬁh?(@d;i?ﬁvpggtxfgﬁj 184
avoided retall costg ig, too 1,@?8&1 1,¥he kECs (will,ngt; be. compengated
for their trye costs, , Moreover, facilities;hased;ClCy gquld. be. ...
placed at a °°“‘Petit1"’e.E!’iﬁﬁﬂvﬁﬂﬁa?!%ii"‘rEH{BOz‘sE}ggE*}%’fqrféEﬁ%1-:,',:zv-um

4 i4

service if CLC resellers are able tg purghase yholggale; kocal
exchange sexyicq Relqw 469 699%1 surup ot neosbbs sxon o

1 ixe oIhe only parties to pregent.auantifiablejgvidence, .y (1
regarding the magnitude ¢f avoided retajling gosks were ATET/MCL, ..
through witness Lee Selwyn,  Howeyey, parties! critvique of Selwyn.e

SRR LIRS
methodology, focuses ¢n, gone hey;areas yhigh we, feel Warkaltnsanqotq
ex-a;-th:}?ﬁtjion'jfﬁQ% Vg:emaggjl}?}}qwtj‘.sljliqgigq ﬁ‘égpt}}ﬁ'g&T'_EEESOQ??,?_,?\QQSQIHU '

RO

without ;modification, . .fn.the £ollowing gection, ye diseyes the o .

VyLRels SIS

fou];r ':“}n?xj..o vra E???\(,;"’)]}?{re e, -four.“."l: 1&?:%'5 :? %€ 5}.}0(3? }892\:!38 r)b?: o§ BSH?(} Lnoon
and ¢onclude with a description of how we have adjysted Selwynls

PSR S I S 1 ULy riafoh

prol.);onsia;l,]l te FE_?)E?\ { 1E‘h 2!?[? Jf‘ ;‘%wﬁ (_Ji f} ? 9 }:a (5 Egu Etl j{'} £ )C}\.! lI;. ’D,Q)w{} f e ~ai ;_' ill;qa’t. ?’ '{o§. {3

aVQidJ(_aF};}‘%I:iai‘:}:icr}gs?osﬁg. Lonivina ot wiiibivourg 1o oo ol Is yiao

K

ot s Fixst, AT&T!s model allocates 100% of uncollegtible .o,

expenses to retail based on the assumption;that any uncollectible, |

%

expense is totally ayoided at;the wholesale level, .Qn:G¥e8ss oug.i
examination,, ATET!s witness Selyyn indicated .that uncolleqtibles at
the wholesale slevel would be nothing like those sxpeyienced.at.the,

retail level and therefore his assumption of zgggiga}g,_:_xj_c;agortn;iql)l]{“eibxs
(Tr. p, 2914.), . In fyrther gross;examination, Selqyn indicated that

3k, P
he_wag, pog familiar with Sonic, Communications, Inc. Wbhilg Selyyn.,
may not he familiar with the name Sonic, our reqent experienge with

11 oy
Sonic and our recognitjon of the millions.of. dollars that company,,,
owed Pagific and GTEC when it went bankrupt are allitoo cleay in..,
our mindg, , We therefore cannot agcept the, asgumpbion Of 2eX0 ;s 6y

YO0 . 15,

uncollectibles at the holesale level and have modified the models;

L W
ace%%ﬂ@ﬂglx,t, tovs 10l dtaiiths o) oxulisd  adood fisdoer bas ol sadglcdw
anivioP 8econd change comes in detexmining.pn;allogakion, fagtox

L

for marketing and ,qustomer services. During crosszexamination g, . -

Jt ics

number, of parties, quegtionsd $elvwyn onoyarious subaccounks which, s

510X wolls ot qu Neen {indee 3notoillue B ‘19vodst oJ atollsasy
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did not-appear-to-siupport-hisianalysid which-fdsvdoneratithesznagqxa
aggregatevaccountalevels bArké?tareqﬂoﬁfdiecueaionfcenteredaardﬁndq
the Marketing:ahd:CustomerrSerxvices expense tatedory; which:gel
allocated .100% ;to 'retdail activities.int i21TA  .Dabiovn ous asanegxs
yaparties;pointedstogselected:exémpleSfoﬁvindividuab bBoobii
accounts under Marketing and Customer Services which’do not-‘appearis
to be related:exclusively to retail functiongi:s One 46f :those
accounts-allocated *1100%:to.r¥etailing was *Acéount 32,6622 'Number + (92
Services. [+ This:categoryinoludes bothipapercdiréctoriesrand411/o551
directory:assistance;both 6f which:Willibe:part ofstheaccesd line
package resellers buy at wholesale from the LECs. Thus, thoge oiss}
expenses aré not exclusively:retailuin:nature.it-A 'secdond‘category
we found:troublesome wad:32¢6623 Customer iServices,[«which includes?2
costs incurredcin)establishing andsexvicingcustomer: adcounts: dgisii
well as:billing;and Gdolleatiodn. seérvices performed.ion:behalf: /ofisolsh
interexchange 'carriers - The datter- -is' clearly :only arwholesald>and
sexrvice,: whilé the’ former imust:include  some wholesale comporentsi ag’
well., We:find merit to.the argument ‘thatithdre' will' be:somé it tsiiw
expense.-involved -in dealing with: CLC. customers'./ iWhile Selwyn ssien!
decried-the need ;to flook:at .subaccounts rand: pointed :but’thetre: wouldl
be.offsetting .adjustments «in thé: other: categories)/.that> argufent 4s-
not; convincing :when: 100% .cf- the costs associated with>Marketingiand
Customer~Sexviéeszaresallo¢ated%td‘retailwsékvicé:n;Thérefbie,.we339
have adjusted. the ‘allocationrfactor: fér the-MarKeting! and:rCustomer/o
Services.categoryito;feflecﬁathattsome‘ofmthexekbénSésrate LIEORIMEIES
wholesale. in;pature.timoorsy =ds (D500 «od  JSVD o3 L G0 speidnoteg
Cur third adJustment comes in the category of malnéeﬁﬁnces
expense. which: SelWyns.treated: the: sahe: as: deprediationiexpénses.
Our: analysis: 1éd .us ito:détermine’ thatrrfaintenancésshouldibe(tlreated>
the same as the marketing, uncollectible and support categories so
it was combined with those categories and a single allocation '

fa°t°?,qe¥%} %9pf°?_55$1~ﬂ¥%§ ﬁgr? ph)nx)x} B, somment s, Lo thes—4¢-

proposed ALJ)deois ony> Pacific stateds that>mainteﬁance,and*suppbrtaq
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expenses arernot-avoided-in.thé:offering.'of swholesalersexvicdon Dhib
Hovever, ive-are not ipersuddedrby-Pacific’s arguméntivi-AT&T!scReply”
Comments; have gqnvinced usrthat soméimaintenance”ahd:supportaM ouf!
expenses are avoided. AT&T reiterdatésiDra Sélwyn'sitdstimony thdte
indeed some¢ :maintenance 'and-support [expensés ‘are-avoided by
wholesale pricing /= zooivied 1oi0der) buas bhalleiell ol alouowis
==cThe *final- adjustmentrelates to overheadrvexpéndedps od o
Selwynzexcluded.OVerheadsﬁfrom'hié!deVeIOpmeﬁﬁféfftHefalIocaﬁionDDﬁ
factors;which we:do Tot find:to:be ‘4pgropriate sisOuriaitalysis ivioe
inoludes -overheads in:the development of: all<our-allocationsoirocib
factorg iy et .2l edd wott alsaslods Jn yird 2ualisant opniong
vrops in-Parties! /eriticismscand ‘our-owrdcaralysis confirm thateyxo
Selwyn's: methodology:is :an imprecise ‘dpproximation s<ivetyr whiledl ow
imprecise > Selwyn's :approach-affords us ‘a’rstartingipoint-toni 23jeo>
determine a:Y¥easonable :dpproximation of ‘avoided retaili'dostgan [low
Based, on ouri.analysis - of..the: Uncollectiblé and Marketingsrand <oodint
Customer; Sexrvice .categories,: wé .determined that''they didihot =sivia=
warrant ‘being: allocated.totally to 'LECs’ retailihg furctions., .[I=u
Instead), we: groupéd those two categories iwith -the: category.."Support:
Expensesﬂﬁ{whichiin%Selwyn!s model: waB rallocated :partly. to' ¥Ydrailisbh
and partly..to;wholesale:ekpense)l:c We! also rincluded ‘maintehance randt
overheads; and:developed. a:singletallocation factor.ifor:thescombined:
group. -, The: change. -in -allocation factors resultsin:'changés in:the?
overall- percentage: discounts which> represent--avoided! ¥étailiig. =vsd
expenses. o For: Pacific,» the percentagét drops! from' AT&T’ 8! proposed ¢
percentage of 28% to 17%. For GTEC, the percentage'drops’ from:24%iw
t0112%1%}z£w to yweopadsn ody o acened Jnsniaufbs brbdl qud
annriWe: shallt adoptiwholesale: ratég: fors Pacl ficand> GTEC whic¢h:
generally.incorpdrateiavoidediretail- costslbased on ‘this: refinement?
oz goticpalsn Srcguira bos ofdidosifoony piritsiaes ol 26 cnea 24id
sotigaolin afpnipns bis 2otxopains suaidld dldiw bounidroo asw 1
‘u qusb foJ)ri

11 The rdvisda eaizuiitish ofréhﬂjéﬁ8iﬁga‘7é§tﬁgé Centages fo
Pacific¢,Bells and:GTEO: isiseti forths in ‘Appendices> B: and> Q. lA L,goqoxn
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#02 Jo ro:aumun oy {30y (91 ) onivioa bosruansy b {841}

of the, methodaloy propesed by ATKT;  Th898 Xates “ELL be Meed 40,
the fnteri until ye .h?vgidzataérom Is'}ej?’?!.,‘,mmce%?u &R rousadu
establisb appropriat Mholesale rates, . We ﬁh?}} o, applll)y” he 17% .

iy

and 12% discounfs to. reaidgntial rates. or,_ml; for certai, ,\‘\;heﬁ{“
services, 98 iq%!chslSJed 1}){eb oY ouilueh cw olidy (¢loaibiyonoa B 1200

Qux approach d]iesses COI}C?IQS raiq d.1 Y $priqt., m(r‘g Goth

”léCT‘P::and thS that ’setting I&Z{({: resa&le Jates at l%rge wh,olejshale
dlscounts _below | actual (Gosts would g‘;iv%{ “‘“15 %}lers An unfai dr. o
advqntage an? d%sco%figeuigl}\;%stmer}t by ¢il ':5 e Rase@(ﬁbpe.th r\)ﬁ
refoynulation of the ATET/NCL mo&e}mrfedlsc 5 the m%r,.gi'?u%%%‘teen o
wholesale .and re:'iasilt to better reflect ayoided ’S%'E?%l}:'?, Jai 8¢ bas

which, should help to gpu Gevelopment of %2 P%Oi!%g{ﬂe Woxrk

{4
BIYJ anl LY WOEB hryfd odd

the gang time, e £ind that the uholesale/zerail morgins yo are (i

adoptzng are adecg[ ,?Dm!provide a viable marketing upuport:ur)i.t:y

1187 3l O B o iiliiyromiir ooy

cic resellers, while still alloping L?Ce,q%*slo,syportumw b LWt

115 1
their whole??j]je QOStSU" MAD add AF (opsrfo yiodil (liw bas dnoibagxs

..Following are the adopted 1MB wholesale xates for the

Ity £nabrony

two corgjpanigs, deri\red by applylng 2 17% discount for Pacifi d

a
z')t* oy

12% dlscount for GTEC to the 1MB retail rat:e: e .
17 1O iy 21 it sl ‘{fl ROpaai

i Reta11 wholesale Rate Com ar1son for Pa01f1c and GTEC
E N B D S N Y S S NN TN Y N L R Y Araxelf‘};: k328 4
v Lupssdidin diovsesg of IMBoinae (rrsrAdopted sIMB i zaoidigengs
S _ _ Retail) o Wholesale . o o
sl o sl dotideer voefE G oot 309 T Hd ouni fnoen f
fiC:}.‘i";"OfI:“.U:') ::z$10 32 ot onot [ 2:88087 155 1o r‘r 100

.. _922 . 1691,

afoilyw piaing g ey =l IS E ID I S IS T Y 33r“ef 30 -
i~{1;.w The rLERCS rare directed:to ap‘ply the jabove adopted i jnohios
percentage discounts:of-avoided costs to:develop Wholesale. rates:. oo
for -1MB;:-locdal usage »2UM;* BAS;Vertical,services ifor:ifeatures notio
covered-under .existirig:wholesale \tariffs and intraLATA toll') 1:As:ulf)
discussed :above . COPT,: -Centrex/CentraNet, prxivaté line :and JISDNi sy

shall be:pricedrathexisting ir*etail rateédgsniVertical.ifeatures:o JAVAO

1
-:",

fareny
"

covered under-exisbting wholesale itariffsg:willccontinue :to be priced:

at._existing \-(Hol'esqlé stariff irateso iDiredtory.cassistance. andlothexr
operatorcservices are not subject::to:the avoided.costidiscounts @ty
this t~ime."soaah svionet aDdl add rfdokdw zowvaover el lo {is tsbisnoo
sizad ers We:8hallrdirectithecLEBCs to establisha: :gepaxate pni([ouoTr
wholesale tariff rate for residential retail rates for both flat

- 32 €¢ -

10 Gl ‘)I iy
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(1FR) and 'measured service (1IMR). Until the conclusionv of cost
studids “{n “6aNADY G861 08¢ navd Tde Finb I8 dSc {oR4RE AT, 713 2
whether &SCIRY PEITaSAEIN "Edesa ‘drE BI18Ea b8 o 'PELRTE T g4 21
we ‘didFInd % D 8455665 enat "chd Fa5TAERETaT BACES W85 d84EEE TR
that dectd{on “Werd lalPdidy Beidw "tnd LEEE 883 fda2d i ¥sst timBsdabd”
costs. Accordingly, while we decline eéf”éﬁSl{?“‘Eﬁ“:’f’éi‘1"’iv%""é’i%é"i‘ﬁ?
discédinite 4 ‘he “LrEST IPR "MHATHR FECE{1  RE s "8 5 111 conclude
that A0 1650 ebie 41 £865at GEF Pesidehlal “Fetslt Fite8 faddded”
to sp¥ YésdTe *doipsCition 17 Uhe MESTadn€ia) RhirkEe " TRCEYalRGTYP
we 'Wwill Gapply 2R 109 °didddihe 5 JESe BRE16CAHECRTHE Si8coEC SR
oTrC i “Fetting Wiic1£801& ¥k “and MR JEELdY We Vel Tey® erd ot o
and 7% 3{BcEdd ded DoENEVACIVE medddrd 8 JEEANY B85 8RRt
the LEcs AVoTd °lh ‘PlaVidly FeslaeRE1A1 “ber¥ii€e ) S{Rle "{He trdy 1 Y
will 20ofd ENdEs Eodd s N N WMSTEas1Y 116061 Prtte et P8 fe§E 80 21
the LECA'GF apP1ying thitde didSuit 8 s Fes fderd AL FEL AT PAEIEODR
should bé 2erd " 08F Cadfred "Fos fadic{dl diddsuntd re 2 UdRSiary®
expedient and will likely change, if the OANAD%&?E Sldafdsrevdat’’
that Yels{deAtial Farss urs priddd Weldd DRfc? 'Kaditionallry, the
Universal séilvide pirdcedding’s d1dpdaitidn Yo "atd na Sipsldy” o
issues may affect the dJf’e:jc’:\b[ur{t:ri“‘.I)‘ur‘ard(3;‘:5!‘51(5’:(1i Of 'thé “Toy '4Ra 7L 51
residential df¥counts Wil T i End Hedhe find help Pishérd Fdsie

competitions in’theiresidential sectoriif To prevent arbitrage, we

Ldr e 4
itsd [ipts

will continue théj"fLFé‘Cﬁsjp current use “dnd User restrictions on the
sale of residential ‘dccéss lines to businéss customers::i}insd
‘He reject "¢t Lecs! argumeﬁ:fzé "that pricing whqlé'}égi)e
residentidl  servicerequal!.to the 1FRfand :1MR rétaili'rates would
constitute unlawful «confiscationror unfair compensationd :Pacific'’s
claimsg ‘regarding’its fdompens'ai:i’oh fleveéls for residentialicdervide 1ol
(Nugent /Exh.! 81/Table 2)>:ignore “revenue ‘whichiit received i frém1=voon
varidtis 'sdurces ‘and .Which subsidized ‘residentiil’Céustomerspo:Untilh
OANAD costiistudies-are:finalized, we willirotihaverafcomplete firila
record: ofi the ‘TSLRIC of /¥ésidéntial cdervicew (Moreover;=inu bstovoos
considdring whether.iPacific -aind GTECiwill 'be ‘adéquatiely compensated
under: :the*;'adépt‘_e‘d ‘wholésale ‘residentidliirates, «it is-appropriatecto
consider all of the revenues which the LECs receive associatdd with
reselling sYesidentiallirdérvice, criot Cjustrtherrevéndds ifroi the basic
153 qidod 10Y wolnt [fsnior Isitdnobisosy 10} olst Iliisl sinzaloddw
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a6 bonsahaoos s feaneso ylnisdroo besoves ednis ol 10} asodtuovird
aceess A&B?g;iﬁ?ﬁlfiqqxbig ﬁgygingQE?Ygﬂgg_gggﬁﬁg%)inc%?qe?biIﬁvni
intralpTh tol) . owitahed. agcqas, fram; IECH,, anq vertical featuregs,
In;addition to;the_ monthly, raS?nﬁq C%Qu ;“e§?na“9§ QQFY qu AT Tere N Tt
residential syhscribers also.pay.p federally mandated end-vsex, =,
conmon;line (BUGL).charge, . Pac; sisggq PEXeNy BUCL e $4.61 for

multi-:lipe bgsiness Custom?rpﬁanq had .50 fo¥t1$in?1e line buin.esjsx{i 1w
cugtomers..,GTEG '8 business cugtopsys, p§g1$Q\qonp We, believgltn Lo
the, LEGs; w41} (continug to;¥ecelve, these revenyes, in a regale

atobhivenon
environmept ., ; degsin s cu a6 vindd yldnog: ;ir- Jerft aabuloanod bns Adoofd
voan The (BUCL; charge Ief 1§C! ..,Jtn*? jFedgra) (Sommunications ...
Commigsiopn's, {F?g)rid?Ye’ﬂnipatig'} 9f the. ingerstatedp?}*%%gnqro‘ﬁ [s1rpa
nontraffig, seméti"@\“»ﬁ’n??-"t sEhx, o8hould be 99118?:8(31&1'0‘?5:; Lem
basic e?;?!}e}}g@,;ﬁul?.u{?}'f%m Bggausge., EL‘?QLES?M‘ESE“%;E( RESY znn"s{sx
basic exchange gexvice, %9?%9d§IEHe cogte.ef, éﬂvﬁfﬁ?éEe B NS TR PETY
fajluyre to, agcount wf?r the,BYCL, gharge 1 in.8 ?tt%ﬂg ravg?jwoq}gasicdw
overcompgnsate,, th?,LEQ; oY the, o8k of () ?Vig199[8?5¥1ﬁﬁ%:xgigg> E
that ;LECs .will.continug; o, xegeiyg,the BYGL, ¢ikher dixectly from

PR

end usersg when .the LECs bill on behalf of rgsellers, or indirectly

BV |

from,end use;exghrough resqllers if resellers qQ thq%r own billing
the EUCL must, bgatakenﬁjnto §ngpn HhePuE?QEH
LECs 3111 rqu;ve fxom x

RN 1

indicates that; it will begiq pgll}ngJCLCs dlr??tly fq the B?CLt;nj
once it recgivep FCC)qppfoyalquThus,rthe LECs gill }ikelx have

IR0 J;s ’[?([
these and,other.revenue gources to.offset a a“Y C%ESTFS S?l??%éa;l)},,lg,,
residential revenues. Lo ffonnt 2D

4: 019 Moreover, the pECs have been g1ven an 9pportunity to
address gbe pptentialflmpactgfgg)o -?Yb)gll reoulatory program for

T elHd

1ocal exchange .competition, %1<5P?Jfr§“q9J §£§?9??F§5ph3§?LfJ this

R E S0

procegding ;. The wholesale rpte ¥ establi§hed in thi? djcision

oL g5 n»n';
are;only ong partjlu)S"tl}Lo}'e}'ﬁ,} feg}l}?s'r?ﬂry .If-grin'sighgg??f SaorlT
wholesale,yate, i, gp, Jov. khat i 4 EC?P\ﬁ?&?tgrvef?g?&?a &0 yi‘uf,‘%&f
the wrility, hag, the opporfunity to earn a fair return. Ji'?, te8s ouy
which epablg, the, company; £o,9PeraLe pygossstully, Lo main 5‘,»,;”1%3

£inancial, iptegripy, po artract capital, and to compensate its =

21allanagyr DD
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investora for the risks assumed certainly cannot be condemned as
fnvalid. L ‘u‘édefSi BEUSY "CoRdisdioR ¥ " HopelNatdtal“ads (1343)
320 U. g”ssu,‘ééz‘i‘ ke qicdt 167 37 uRathieb tRA SVerdil I ra501aESEY
program pfdvid & Che Leé ah"d] ﬂortﬁniEVTtéiéth’a’féi?’rBEufﬂ‘hilll
be addtessgd "$h tﬁ&qfﬂaﬁéhiéabiﬁpackﬁ”pﬁaaé 8t“dnia: ﬁ?océe&fﬁg”t”‘
10 k% oshe{ddy Efis’ adSpEed‘wh6lésale“faEea(tavﬁé Qghdidtent®
with €hé px‘iciﬁ'f ﬁéiﬁéipleé 25ciB1i8fied in1RE? "1a1H798-071654 U
asked '£8¢ Ebmitent on OEnd” e8] To g dthteRant {2 ¥ 12’ EhéPcommi 8oidRY®
considesd Badt 181 s 8Hd GTECTE B4 18 1 88Y VLIRS ”HéﬂopdlﬁfbhildiﬂgJ”j
block and concludes that presently there are no competitiVe’ ot s
element {4 BABIE" sérélé"rlheﬁjthé)ﬁ§iaé 3t'p481d°8dr¥ice must
equal t’e”?&ri ?edjﬁété”éiémeﬂt 6f ERE7AIASEIP piT1d ng  BIbRR T ERS
adtdal’ p§i et garvic i " Re agled Ritn ‘RTET/METI LRER 2 ERET I (T0n
relevakt VRéi 8&19 83114114 'piddx igrthe undddiyindensidsdige vivad
dlstriﬁutidn,’éﬁiEcﬁiﬂé 19nd € ¥2ns q“”éfqicaqlvﬁcco?dlﬁgi'? thand
wholesa{e ﬁricé Zah ' pd 13wds thAATEnd ¥deail prlicd 6 Basid 8dyviicéd
to the extént éﬁgﬁlgﬂééfviﬁclﬁaeé avoiddbial rdtdii{lgdasrarontove
ERARIRES FEF T ditloﬁ to'the madchl"*i‘ééu?riﬁa"éhargeéfagpliéébiéﬂﬂ
to wholégéle serviée, fhé iRca{Hill ifichidna eimeldostd whénsd Le
clidlondyd tilnaférd 8 afele’ gadeile? 1?2 Thasd Hohréddrting' codts ]
rélaEe”Ed the' aémlﬁistrativlnﬁérk YRvelvad in ' tiadetdriing 47U ot
custonés i 5" Accolint Y £28m” Ehe” LEC"‘biiliﬁ@’éﬁd acéoil}’ltiﬂg‘sf/étém”téF
that '6f tﬁg Cﬂ&iréééllé'“ IR ehdif! foﬁosed thoiedhrdsddrieta; ibns
neithé%nPécific Liered inaidacad nat L ERRY ﬁ?oéééed“fbt"‘ frooono
ndhreshriing” ciua%ges r$15téa° L8 end ¥rdddrer '6f é"LEC" ﬁ‘?;td ar té‘é

I v Iepsianbiany

CLC reseller,
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i5és’ may/iﬁpbégjaé‘%’ﬁo LREUIR 186 chArgd 8 Ene” Xl 3ting Téeail«hh
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remﬁfﬁgiéiuthé{éa%é Rl ik 132ation? " 1883 avdiada Ytat1ing edstyl
Thes? yatés Are foﬂxﬁ?Qnﬁﬁaérfi”’§ ESSLER sEiaaiile’ €31 PUC RO AYLS
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non.recurrrirlj‘@’{éhﬁérges app’i Rcabl i €5 sittehing tustbiars' Frotf LECH! to

CLC resellers.
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For Pacific, the applicable charges to Be used from this
tariff ig thergupaxsedure. Charge” .of  $5 pexr Xesidential agcouny,iv-,

and“$7, per, ;account for all qther services,, ., For.QTEC, the . rqus i
applicahle charges to be used from-its taciff ave $17,30 f9r  1a it
residential acgownts and. $34.59 for.all accounts other than ;iqixay
residential .. Thege charges qre derived.from the gegtion of the ycqq
GTEC, tariff labeled fSeryice Order Activity: Subsequent, 0rdex.it1.q
These chargeg are lowex.than GTEC's initial.order chaxges of. 333 qqs
per residential ;account and $49,57 for businegs agcounts, ,In the .,

intereste of .aveiding prohibitively high ponxecurring .charges, yhich,

may i '2: ‘etl}xq t,ox E {l;l)}iab {at«' LQ)OIPP le.lt *&Eijqp {: =?‘:§ f H‘?)allflil 'Jd 45&0 q’} 'JG.JII;IE‘_,S:—‘:};& 7 4} _',H.S e_ H .t l} pu [ SE G
lower "subsequent order” charges asfan intexim proxy, for, setting...;

nonrecurring charges. auoidieol ‘noidied I
Consistent with our methodology for appl?{ggipygéggg g9§§‘

discounts to wholesale gervices, ye ghall; algg. apply; the, 17%
digcount. for Pacific and.a.12% discount, for GTEC.to .the xetafl, ...,
nonrecurring -gharges referenced above,., We ghall; examing in..; ji6nc
Phase III of this proc¢eding what appropriate noprecurring charggs,,
should pe imposed prospectively related to . the trapsfer;of a LEC i,
customer account to a .CLC ;E%S;‘?}il‘%%;-;‘r;x.;.:«.r_, i Loudwrsiito bivas yorl g
wirdd o1 wldege od [lEde yan eysayoaor (wrosnbovg teoo wol oda

i i3siriaos 1}3!:? Rietail Pricin 3 Fle}(il?ilit‘ﬂ i dn soanivioa

e ? prfaynetiibnad Jedld oppve wesiriuY eDd T oy LaDHI o ad) no Bonslqg
A. O—M——i.‘?."‘";ion 3 ennold 1i osunoed Jeoesdnd of Ldug a1 ni o ar
In p.83 1*11122%3 L, we “.R]‘Jaﬁ)eql {-JII'JEK)C fF;é];;‘{a'i,npxqgs {fPFP Ltbriﬁ'ﬁ 1o (4o
categories baged primarily on the degree of market powexr that the .,
LECs possess for each service. As the degree of market poypex. . ... .

dimipishes .from Category, I ,(mopopoly, sexvices). to Category II

AL el
(partially.competitive or digoretiopaxy, services) ko .Category  I1X;.
(fully competitive services), the extent of pricing flexibility
available to the LECs increases. :

In D.95-07-054, we adopted initial rules for thé retail
pricing of local exchange sericéiby:cLCs;z,Theﬁadopﬁéd‘fﬁlﬁéff"'ﬁf"
allowed CLCs more pricing flexibility than yag, allored, Ragifle, and
GTEC. In résponse to LECs' claims that théy should bé allowed the
same pricing flexibility as the CLCs, D.95-07-054 ordered

- . 36--V& -
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they could otherwise. For examplé[” Pad{fic'stdtds’ {f'the LECs ard™
the low cost producers, consumers may still be unable to buy
services at the lowedt i&€dst Pedulise Ot 'the Priclg restrictions
placed on the LECs. The LECs further argue that handicapping them

is not in the public interest because it blocks the normal¥1ove A

function{ily 'of the marKet Fhroigh a¥t{eicial ‘government
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flexibilityy iilhstead; the LECE atatdlthdtethe:Cofmissionnntins won
previoisly granted-the .LRC8! pricingiflexibility [whenMarKets iveraxo
opénedVtoicompétiﬁion?ﬂF?br&iﬁétaﬁcéﬁ'theiﬁEds?éﬁdtéﬂthatJiﬁlga,bnﬁ
D.88-09-059/rwhan competition-was aunthorizedcfor-high- speed private
line ‘gérvice; the Cédmmidaionvsimultdneously igranted ithe *LECs 1n &M
pricing fleéexibility by wtovingrthis sexrvice ffémrCatedoryti<to Ilvhbe
sivilarly;vin D:94409-065p whéncthe Commidsioncauthorized? =onivron
competitiSn £8P inEFALATA Loll, ¥16w speed Privateciinef Centrexpo.l
and:operator-saxrvidesy the Comiisdion alsoralldwed the:LECs pricing
fleXibility by réslassifyingrthedecgérvices ‘to-CitegdrycIIstiBveniit
ifi the Commispisn belidves:thab-acmarket -powsnstest rsliould hdéruged s
to detérminétpricingfléexibilityp:Pacificoiand:GTEC élaim-that itliey?
doinot (podiéas mirket powerlt- sufficientctocdetérientry by CLCEpaay
into: théo14&a)1 marKet( (1Evenzifithé LECg do:possdds market poweris iz
GTEC states therefisnforevidendethatit iwill hinderithé o bhovemod
developnentiof rasmpetitionf v rai oft tad) sedste BHID puatboonory

i Atcording to- thé LECs; several: factors .ddmonstrate ithelxrir
lack of marKet power.ii::First, -the LECs-alréady-face cofipetitioniins
existing ¢émpetitivé markets such. as 'intraLATAtollsuw:sThe LEC8 ! <3
believe they will face equally stiff competition:in'th&.local avubot
exchange tdrkKet.i{cSeécord/ the /LECs believe thatithé -shee¥ number of
petitioners seeking to-offer localcexchangé Service i{66las-6f 1 rlicy
Septembéer 1§f1996) demonstraties thatslocdal ‘exXchande ‘competition o1&
will be:immediaté ‘add-robust: :Third,;-thé LECs:hoteithat amonhgithe i -

crezilod sl DT Lot Dl bw TITD swmididounon o fovel sd3 teodas
vizumee iy Doy yiadaif- i oo D180 2000 tads snicbivo Gt ol oo

Jdexsess apasidoxe Isuol adl sunitug

14 -Yariqus definitions_of jparket.power were pup forth by the
f‘;é’réiggg 3 1"1‘-5*31 ﬁeé’é’bxj."‘H§y8"défgﬁé’qﬁ%a‘rkétEﬁdﬁef“éﬁ "the
ability/6f a=firm.tovcontrolrpricéd:toexolude’dompetitions? i funoni

(Ex. 30, p. 7.),,,MGIts Dr. cornell defined market power .as  tthe
ability by a fi¥m g&“?%i_é“prigéé"é < qeorﬁgéﬂﬁfﬁggiédé?’-“v’“i d
pricéé.?1éﬁd3§03taiﬁﬁthétIpri?éiindreaéegfoﬁssqme ﬁo?trgnéitﬁfysqso
period of time.” (9 RT 1409.) GTEC's Mr. Wilks defined market
power as "the ability to restrict the'éﬁffagéé 6?§nédgﬁroﬂid8?ﬁnﬁjﬂ
based solely upon GTEC's preésence.” (Bx. 34, p. 31.)

-7'38 a9 -
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new entranteiaré:.-large;-well-financed compatitors with gyeatidixell
expertise-insthe:telgcommunications -industry, -auch-ag AT&T/ - MCIy o1
and Sprint..nThe LECs:believe that:-theipregencacofithese-large-and-
skilled competitors:agsures vigorous.competitiony . Finallys-thess.q
LECs state.thelricompetitors.will ienjoycaisignificant competitiveir
advantage 1in.their ability to-bundle:allitelegomqpunications uviiviig
services to6.createsvaluable packagesfor gustomergc-z gomethingithe
LECg:cannot- do:beécausge jof their lack ,ofcinterLATA:authoriby:iizs-a0
itoitg o ThecLEC8:-algorargue that:theyo lack markét;power:becausens
there:are%no\significantgbarriersstOﬁengryyizAcchdingntQJthedLSGéi

the:only bdrrier:to .éntry-was:.removed:when-the [Commigsion-allowedy; -

facilities-based competitionitosbeginion-Januarynl;i1996;iandish o3
resale:compeqibionxtOsCOmmenceion?Marcﬁ[lerQQGQﬂxln addition;GTEG

states:that:even:if:some-éntry barriersirewmain,sthey willeither-bhe

removed or diminished significantly:-by-the-rules:issued in-this>aio
proceeding. GTEC states that the new rules:for-intergonnectionsv=i,
unbundling, resale, -interim number portability, Br91ll;-and
andillary LEC servicesiadopted in this proceeding.will restructurer
the local exXc¢hange marKet; facilitate: markat: entry;rand furtheraixs
reduce ithe iLBCs ' market ipower. itila yviflcups o953 Tijw yoiit aval[od
‘o st TherLECS . deny  that idompetition _will: develop: only BlOWlY;a
Both LECS(Clté‘the i66 - CLpretibions -as evidence that-.competitorsiog
are pois€d:to-grab:market fshare - ~from:the ‘bECs =1 GTBQcadds that-igso
tried;: :but was.unable; to discover from:the-Ccalition: evidence I[fj.
about the level of competition GTEC will face. GTRC thus bélieves
there is no evidence that CLCs will not immediately and vigorously
pursue the local exchange market.

"4‘" ﬂcféé uéd EHAY. €A, Ec§>§g11 'fa ﬁ““li?EIé 6p?§ftﬂhlty Sr

DRTES g ERYNET

+ ta

incent1Verto abuse theiridiminishlng5markebrpower-ujeTEC heljevesdsy
the fééllfﬁléq'\qsequéﬂesbﬁii‘rhrégidéoﬂanfdsubéeitut? . -4 \0E L xd)

g5 Y £ yd ijlzds
capabilitiesy“and anyzabude:by- the;LECé1qi11acau$ejouatomer$ tositqg
o op ni ! o dq ' 0470 (LRGM TS €)  »,exid Yo bolitaqg

abandon” h%*Héé%n O Eb%f? G5 od2 Jobidzer o3 viifide ofd3Y zs 15woy
LLE g V2T L) MlgDimaotg 20019 nogy yleloa beoned

- 39 3¢ -




R.95-04-043, 1.95-04-044 ALJ/TRP/8id\ts& 200 20-20.1 E1G-40-20.4

citizens viiftdsitoyg todhon oned o suaceds ot LS
aptluae

Citiz&‘@iz,fiéfégntnéfégh‘ﬁgggé pgggpgg!market power by
virtue of thei( control -over:ésgentialifaciliviedilsrin recognition
of the LECs' market power, [AOET e S Y& disRends thiv & L should
only be allowed pricing flexibility -within defineda: ‘géogrdphic areas
and on a service by service badid, diid “only 1t ¢He" following
conditions are met i :Rirsty: the:LEC:removVes ca:key ba¥rier to entry

by pzovidiﬁd‘ﬁbﬁ31scrlmxhatoixjfﬁkéféwﬁﬁkctiqp Eg“ésﬁﬁntial inputs,

Second, an authorizZed .competitor.enters: afdeflned geographic area
of the incumyfpt_Pg?iﬁsggfgiigf\ﬂﬁq) ‘L“} & \J”parﬁblee
competitive service. Finally, the competitor is not solely
reselling a bundléd LEC OFferiny peos 1o ovnoiuixs oid .o

citizens, disagreea}with :ther Coalition's .yYecommendation
that the LECs be' GHied giteiiy’ ABABN Tt Hht 11112’ incumbent
LECs have met criterxfa -beyond those>recommendedfby ‘Citizens.
Citizens belidVes thal® hithhbialhh phisthly ALY from the
incumbent LECs.wouldigive:the: LECs;little incentive td fraely open
their facilitied Ahd % afk%t E$ &6&p§1§%bt§‘)tCiti”%H§ believes that
as long as an incumbent LEC demonstrates thatiit! has opened its

facilities to competi;ors on??unondisfriminqgory‘basi§, the

a1e 24

Commission should allowdthe LECrthe)flekibility nécessary to
compete for servicdda 1n® thosrrééégfa}hlgna g% ﬁﬁéré Ehe LEC faces
competition.

Coalition aisge tadasup yibodees odl s

2 ,(:3-¢x wyanoIaud parfaniw Liw
The Coalition tbelieves that- thefLECBJPOSSGSB overwhelming
market power_ f?r log¢ f}\ejg§ang?j§?§¥ice§l and qhat th? LECs' market
power will pot-be se(i0usly. ed-by thé{entry :0f-~ CLCs,
The Céilitioﬁ‘préég g% ;§§ng§;£g§’3'”‘géw”fwhich it
believes demonstrates that the LECs;poSeésg}brémendous market power

protected by ¥3§10u§ barri?rs t?fcomggtlgignbj,Qmongﬁyhe items on
the C0a11t10n§§)1é8§fare.bheLfOIIOWingiiUp’G” hfigg 03
1. Tha LECE hive qﬁeg 36 73, thé"d kB for
2313%al” xcﬁan 148 v1ce 3 § s é ch“ég“

DD o
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2, The ?bsence of true numbe; ; rtagility anoNt 3D
o results in CLC.customer elng; xged Lo ;-
o awsy IoicdEtafn Ené y “existing ngmbéf(s)qaﬁdgb 1“i 0
~isincons s sunable jtd ‘obtain :CLASS ¢ featureé(ifftheyquf o oudeiv
tal150 , keep their OXISting nun;ber; VIGWO L JuNTans ‘-_:_1 A1 «utd 3o

ERRIT 3.; “The flack .6f 1 CLC accead’to‘bgd datajbasés pood yine
u;r ST Fi*") CIUding ss!l’Pif'gnaling'
‘{jﬂrﬁ*;14rn The! lack :of: CLC acééss to numberéngJﬁu vih cantdibron
e ; resources enat ng the ( ‘J%(th ) y v
gl Iy aftnpél:ité{" bl uto elagil}‘ix ?é X ?L‘? Vi i oLt \d
foan bdon ;personalized:telephonefnumber’setV1cerd1ur as L braesoR

'3 5 I < ot q 1 Hat i Ty :
5.7 "fmd 1dek bf}lhteYconnec%{Eh[%?&angemeﬁ@’; ot oifd 30

ylolon Jon ol s ttisgans ol (yIfirald Lonivieswn osvidiisygnon
6. The existence of resa%eL5174ﬁ}ctioq8Hblﬂd 6wkl Ioant

SIviran oy aoivion 500 bon

wo i 2ehi? s *LECs are> the .only: COmbetitorB\yitﬁiadcessUJ
oyt ,,.{ xiissj:”ipg F}QQFPA S)lff w?x ?Pflq SO uujxl:a'l 2031 o] asiid
5 84yt LRCg; are:ithe: only-compet1tors‘ﬁith :‘theo e nved wDll
il a‘bi}i Y to offxe » I’ﬁTA ,:0}1( er?icehi STIONEIED .
fx9s« LECs rare; the ohly: compétitbrslwith’“ﬁ7' ¥l roaodsgort

8 ne ks, capable, of serving, . : fenY rhog
Véry Egzt:ofni@':';‘k?}r oustett Jibiesd i)

n their serV1ce ,
i territories}3 moadpgieasosh LD doad gont s @ puol s

16 LEEs far s e énly gaﬁpétitS%S wiéh Y R ’Jf"ﬁl
O !1restablighedfrelationéhip withteach! customéy iwinainmod
Sl fzﬁ‘gthrggtgﬁégial Litl’:.lgg}‘mation r?gayding”” Aen el f‘).ji’:q.‘w‘.-")_f.‘)
SEE S I g £51e Balblot
11. The markedly greater expense associated
with winning customers relative to the cost
cuiirioaiwsvs associated iwithicustomerrétentionpifnoD ois
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ol -+ To promete the.dsvelopment :of ddmpebiﬁionﬂitﬁedd goveoi [od
Coalition yecommandsi;thatitheiCommissioni (1) velimiratd ‘barriersovas
to entry; (2) identify services subject to effective competition oo
and significant market power, and (3) adopt efficient pricing fonrid
inputsg, that-.arxe:subject :to.monopoly: péwen which are soldito
downgtxeam:competitQrsi:The (Coalitionsidentifies four specifis« on
barriers to.entryithat .must be:xemoved before ‘cémpetition iwill: ba o1
abla.to . develop: onl(l):cthe ‘absence of :true numbeY portability;is (rol
(2) the.absence:.of ‘access to LECidata baseg:inoluding:$s7.s32 orl) in
signaling; (3).:the ‘absence of.;access to:humbering rresources; “andivsi
{4) the.lack of:rintexconnéction arrangements s To: protect yIfuoidiih
competitfion,:itheCoalition reconimends, four .polices: 2¢(1)+ removalrwoq
of resale: restrictions,;) (2} .unbundling,i«(3}imputationjr and» osroads
(4) design of:.nondiscriminatory.interconnection rules.it ,zousd sinb

.= t:‘The, Coalitioni states. .that CLCas:»should bersubject o tod i
fewer regulatiopns than: LECs ‘because.the!QLCs:lack’ markéet poWwerriniod
the local- exchange; marKet-i Becauge!the,CLCs:lack matket powexr;iadua
the Coalition believes that the market,will:effectivelyioisey suiins
discipline CLCs’i behavior.:» Fors example;{ the:; Coalition Btates a
CLC cannot’obtain:customers unless;its rateés:are' loweriand/ofriits v
service isg,better;than:the LEC!si{ Thus;nCommissioncrégulationtisnia
unnecessgary..to ensure that: CLCs! rates,are:not-e¥cessivelad ,1ovaeuoll
Because CLCs :lackimarket! power,:thé:Coalition-beliéves:thatbiiorn 001
additional regulation: would:impose:costalwithout>anyjoffsettingrotin
public.policy,;benefits;and: create-an:Gnné¢essarybarrierstéibnonoixg
entry. icraicosadsh gt (Yaiisy ATSIhodal ban 280095 Deupn ATAISTINS

.:jz7'The,Coalition,citesiseveral sComnissionsprécedéntscofoiliary
tailoring-regulation;to arlevel:commensurateiwith (bButainversely ANG
proportionalsto)the degreé:of;marketipdwer a’utilityipdssessesvolo:

The;Coalitionixrecommendssthatquntilotheréiis 4dlidsixs bas
evidencgrj!:hat;qcompet-itiom foraCategdryclogerviéés hat takénz=holdjuys>
the LECs must notibesgrantéd any additionalbragulatoryesio suitg (3)
flexibility for these seérvices. Otherwise, the Coalition




believes that _thecLECs:will dse-thelr/market:powsrrand néw-found
regulatory-flexibility itd impedeithe developmentlof “loval GoE31 IR0
competition.=u aviilu)is o3 Joorpdun zooivion yitdnobi [€) sy din ol
DRA G piiridg taoinills 2aohe (€} bute (sowonr $o:180 Jraos b Yrapis bun
o Given the CLCs' nondomirant:status,' ' DRAtbelieves thavint
no public: interest would.bé ‘sexrved by imposing -thd ‘samé pridsingvob
regulations.on the CLCs thati dre«presently:onJland appropriate forad
for) the LECss: DRA believes thét\CLCszwilluthéino-mafkeﬁﬁp6WefId6
at the start-of:lécal:competitionidie to .thelr alhost ¢complete'’ (s}
lack. .of market-share. i:DRAvbelieves-that: CLCs willihavéd) spntinapie
difficulty capturing market: share and -eroding the' LBCs' :harket!s ()
powex,as:‘long ‘as barriers to competition remainscincluding:tsLJaqmon
absence of:true:nurber:portability;iilack Sf CLG-access'ito LE@2ot 1o
data bases, inoluding:SS7 signalling;lackiof CLG addess teiaoh (&)
numbering resources} ‘ahd:lack:of interconnectiont! axrrahgefients.
Conversely, DRA-belfeves:that.the LRCs #ill!linitially havenor roval
substantial matrket power:‘since!they:will have{ virtually the s=of =l
entire market: for: locals servicesites it ser) aovwedlod aof HleoD ol
;. »>:DRA antficipatesithat! compétition willsévblve> shlyiilaioail
gradually,-»:DRAsbelieves: that régulation of:thé&:LECS shbuld:iro 010
steadily: bef relaxed’ as: theymarkét beconiés mbéret cbhipetitiveil osivion
However, before:ending:theseconomi¢c Yegulatidén of/the LECES DRAOMIII
recommends- thatsthei Cémmission maké!a, formal! finding: that? 1?2 cuunooH
effective)competitionradtualiy:exists| i According: to! DRA] EhertJibbs
preconditions:to-an;effectivelyicompetitivesmarketplade( ihcludel [dig
intralATA equal access and interLATA relief. In determining - (303
whethercan:effectively:competitive:marketplace>aétially»ékists,
DRA régommends:the Coimmission:evaluatéive(l) bieadthsof-thezitttolind
relevant-market+(2) JLEGC markgtishare;}(3)wease ofimhrketsentry qoid
and exit;: (4) abilit—ymftcompet-itor's-;to~rexpand>éabééi't‘;y3é’ﬁd
capture:isalésj (6) wi11ingne§sgofgcustome}8’ztb%éWiteh'vpto*}idermbiw
(6) price elastiocity.ofrdémandjiand '(7) théipercentage ofis &DFJ orf3

ol tiso) aedd (eoiwitadi  .zmapivien anadl 1ol yIifidixsll
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customers fox-whom choicefis available and tlie:percentage ‘thative ai
have availed themselvesof - thati-choice &' Laodd sild 103 wiilidixoll
other Parties . idw i shsabinte ensixs yldntganosny (0110 0L (60D
aci i 'The Depaxtment of Defelise ‘& Federal; Executive -Agencias svo
(FEA): agree .with the: :Coalition ‘and DRA- that! the' LEGswill ‘ratain vow
significant market -power: ovex.:local .exchange 'services' f0r. someé [voida
timo to comeo FBA believesthat-the GLCs will> haverlittle marketisD
P0W0r=andhaeesan;nagdgtOJrggulate4;he;pribes,qhargedfbyﬁthe*chcsim
other than requiring them to.file taxiffs,ius Jon sie ifoiiw aDdi ol
(RO ;thpsgapquhe=caliﬁprntgsngparﬁmehtTofEConsumétérAffairs
(DCA} belieye; that:.the :LECs:williface: competitioniin some:locales ot
areas, but ;that many.customers;will:beireliant>on: the facilitiediio
of the LECs; for:many. Years toj.come,i:ifryhot iforevexinsd Jendl oonocbive
nsad o MES states: that{the,LBCs).willccontinue’ tojcontrol iasnirnob
bottleneck monopoly .facilities;sahd:.thatsthe Commissiohfinust bolusip
assure. that: CLCs; have: acgcess. to)these{ facilities on the>same birll ob
basis.as the LECs:themselves:if locals éxchange competitioéniis>tor oo
develop, i) Accordingly; MFS sees Commission:involvement as:ixa <ift o3
essential tothe development: 6f<localiexchangeicompetitioni iMFSinIp
believes:that-the key,to the devélopmént of real cofmpétitionsigonilo
the building:ofi:competingt localhexchange networksj:andithatithexs ow
Commission;should)avoid any:a¢tion:which would>impede:investment sy

in competing,;local- exchange-networksio: fr im0 seoled jaiog aidd 35

2. Discussionisp s Joewe yiilidizoell paioitg 221 (begoloveb
~i{20ur adopted:xules:foripricing;sflexibilityrare-both:insirorqg
responsive to.and,influentialiupon.competition.:zOurigoaloisitorxtea
establigh,ansenvirenment:conducive:tosthe:development oftartcwinuo
economicallyiefficientimarketplace:s The xulesishouldipromotecars o3
level playing field within which economically efficiéntidecisionsiti«
will be.xewarded:throughsthesworkinggioffa,competitiveuniz
marketplageirollo bossd-zoidifliorl 03 doogast d3iw bovomst wosd ovsrd
sitioeA thresholdiissuesto rxegolve:1s>thé standard:ofzproof{soof
which myshnbejmetjinxotdgrltoifind?thatftheDIOCalvéthéﬁge'mérkétbns
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is sufficieqply_compgtitdvestoijudﬁify additional:pricing arsrotaud
flexibility for the LECs. We:find-that both:the:LRCS ‘and 'thes oveail
Coalition offer unacceptably extreme standards by which:to (rf_¥o110
evaluate .the .issue of pricing flexibility, While th& coalition
would have us:granti the LECs noflexibility s Ehe LECS believd wWe 4
should;immediatelynmove-i_ts.:locéli’eeXchangerservice's‘:td'“iJ“fvf)“f-“!.’iLz
Category IT subject.:.to dimmediate:pricihg:flexiblityi GTEC > 0! oniJ
advocates: elifminating a:wide; rahge  of.ixegulatdryirestrictidiig on~od
the LECs which are not applicable! to CLCs' /=2 vaistuposs ncdd toflo
i bn LﬁWhiléuwerfihd that! varying :degrees ofi'cdmpetition can
be expeoted«inzcertaihimarket»segméntbﬁwithih'phéifiblsvénakxi(ﬂ?ﬂ’
GTEC!8' sexvice térritory; in: theinea¥: texm,> wer'doshot £ihd Jud ,2p07s
evidence that Pacificrand GTEC will: automatically:lose>thési! =1 1o
dominant market:positiontovernight:iédrely bécatse’ OLCs ‘hite been
granted certificates to enteis the-locals ekchange market:s Yeto ated
do find evidente to indicate:that:CLCs! are> poised: tor agyréagbively:en
compete :with' the-LECs for a>shate>of their s localiéxchangsimarketiaed
to the extent remaining:barriers permitiz Adéordingly;:we'shallieveb
grant:limited:additional pricing: fléexibility;to the LECg>1 [r:tusana
effective~-Marchi31; 1996 in relatidn-to the dégreéd of' compétitionisd
we expéctitdimaterializerin thesimmediate! future|: oItlwould berd 53
premature;-however, to-fiake $weéping: ¢hanges 1n>LEC priéing>rulés oD
at this point before competition:has:becomeisufficiently niijsunos il
developed. LEC pricing flexibility must be granted:iwaid .
progressive istagestinipropdrtion>toithe responsivéndss 6fthe
- market jto:cémpetition.icOurfadopted -yuléaihaveilald the? oviancynsi
groundwork+ fér CLCs 1té-beginitoréompéteirandiwe inténd to-mdnitdriza
the progressiofi:éompetition and continué>to-adjustrobi?intérifopons
rules-acéordingly.iila yilsoimonons doliw nifdliw bisid prniyslg foval
SincevJanuary>1,s19967pthérlegal jeftry s yéstrictiong>d fliw
have been removed with respect to facilities-based offeringséfrodren
localiexchangetsekvide byiCLCs>within thesteriitbriestéf Pacific
and ‘GTBG: EfféotivérMaichi317+19967ithetlegalorastiiotidnazon oty
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entry forx.CLCsisetking,to/réséllsthe-LECs( basiélexchangs service
will also beslifted.: Thus/:CLCs¢éanfcompete efither by resalé 16y 100
by offeringisexviceiusing!theirs;omisfacilitiessthvolighed-nal jiiinsY
intoxconnectionito ,the LECS: netwdrk.riWhile:CLCs filldfade! =1 ad:
different- problems:iand opportunities:depending-on which-ofithdge=o1
optiong ig:used, there-will-he at-leastibinitial [conmpétitivé {iw yoar1
inertjiavand handicaps:tolovercone under either-ippréach. o Thdox taon
listing of constraintd.cited:byithe!Ccalitidnrand enuneratedovnil o
above illustrateltheafacbathab:éLGs:wtllzndbﬁimmediatelyfbeﬁébléqqﬂ
to competitively:penetrate:LEC; markets:on aiwidespréadcbasidrl1oo0u
5, nirWhile our:-ddopted intérim rules enableéCfadilitiés:based b
CLCs to-arrange :interconnection:with the LECrnefworksiit ;remaingnia
for the CLC to negotiate a successful interconnection arrangement:oz
and to;build;or:acquire.the ifacilities to lenable it/ td iséxve
customers. -+ TheCLC will algo;xremain at- a:iconmpetdtivedoidu eatiisnn
disadyantage with respedt. to-access to:LEC: numberirig yesources 0001
Particgularly:.bécause of thé scaroity of numbering :resources »iodi1s:
within .Califoxnia, CLQ ‘adcess :to numbexing resources:in certain ils:
densely populated markets may:be:constrained./;::While we:will: doono{
adopt rules requiring the:LECS to:offer:interim numbevrisnigimaais
portab1lity to\th31CLCs,ythe-1nterim nUmberuportablllby mebhodsrer“

LECs in: certain respects."Unt11 permanent'setv1ce providér:" 2OrIeg
number .portability.idis implemented,: fadilities- basedacLCsuw1llébe;Ihf
at a compe.!::i_c,ive: disadvantage.-in-this: respedtvorag as (suivias 1520l
Nonetheless, facilities-based CLCs will :also'realize)>v!ov
_certain: offsetting.-competitive, advantages’ relative:toithel LECs.
Facilities-baged CLCs: will:be| able:to define theixiservicersnstg ol
territorles inra manner which offers.the ‘Best: profitaiand Justniline
opportunities: and;will: be; able; to compete in :16wWi cost ‘areas  [idixoll
against: LECs;ang; CLC: resellers’ who.-are .constrained: by. statewidennoo
average rates.-d sauzuib ew 25 tusno aldnasvs bicdsatdl [esoidito avno




Sra.ae. ,sﬁoixore%.ﬂ

oy iviesn CLGrrxesellers/ howeverjiwillzhavescertain: inhérentd vsin
competitive ;advantdagés particularlycindthesnéar. termidvery cain 1itw
facilities-based CLCs:~iCLCiresellersiwillundtuberéonstrainediby vd
the need to:build extensiveifacilities sincé they-willimerely>beliff
resellingiservicde providéed by-anothér.carrier’snfaciiitigsinsyet) b
they will.still:belargelyidependernt upoﬁftheéLEGQ who will atillqgoe
control:the facilities:ovér which the:resale!sexrvice:id provided i
We haveisought:to éstablishiwholedale rates:whichrwillon 1o witfieil
approximate-dostsiof wholesdlé:servicerii‘Beécalse /of «theiaulls svodn
uncertainty:overitheftrue costs-ofswhdlesale sdervicel(tdibgsy nuv ¢
determined iin /OANAD)./cthe abilityiof CLCiresellers-tolébtain a
significant sharecof:thé-local exdhange market rémdingrto beod ahid
seenc. -cpiacrs el dtenuonistinl {ylazcoopra o odsijopoa o3 A0 od) 1ol
~v-While wdé récognize that idértain!CLCs irepregentilarges bos
entities which-are national or internatidnal fin &céps;iwe must>faio
focus :ouranalysis on the competitiveness of :the 1l6cal’ exchangéraib
markets within:theservice:térritories-of Padificiand GTECHiWe 19
believe that .the.access to:capital, (the ability torbundle toll,friiiw
long distance-and 16cal iservices; as well as - the skilled g lIs2u~b
telecommunications:expertise of "such’ large -entities iwill e 1 Jiobs
significant: factors. in:those (CLCs':ability to pénetrate' the LECs'Oq
markets.: -Nonetheless,-itrwill:still: take some tinle forf thidovolann
process of...’m‘arkeg:~pt=:'net:rat:ion:1:0‘'.o_c:c‘i.irfﬂ'»?l*!ot‘e.'(')\n-‘z1"4,“-“:la'lf"g’e‘’!IEC:',"-i 2T
will- be constrairied from the joint ‘marketing of::léng ‘distance avdwn
local service, as provided: in the! recently endcted Féde¥al:y~>> 5 In
Telecommunications Act. o7.i boned-znidiflinst (auniadtonod _
=21 As!discussed. in further-detaill beloy,  weconolude> thati1ov
the presence -of:CLCs:poised to enteri the! marketal¥rdady-creates (51
sufficient basis!to:provide sbmerédditiénhlfregulatoryd nolrodittad
flexibility:to the> LECs :immediately: im cértain’ Yespeots:oi Herralgodo
conclude; that: fufther: pricing ‘flexibility Willc Beiagprop¥iatetziinps
once critical threshold events occur, as we discugss beloW.st 2WHIVVE
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10ne of:the key:fadtors tobejconsiderediin:drantingost .4
future pricing flexibility is the extentito whic¢h 'conpetitiorn
develops and customers throughout california have atxéal fchoide inng
in.selecting a ‘local provider.' iWhile it ié¢léar. that the local
exchange market-is-foti.suffidiently competitive to' diftiallividw tol
pricing restridtions pregentlyimposedionithe (LEGs,: it remains ito's>
be :determined -exadtlyiwhat ‘thréshold shouldsbeiused to - determine ro:
when iGémpetition<is ‘sufficiently:robust to eliminate':the:meedi fox:ow
remaining reabi‘ictipns.'{['.mrz Lovey aotanior oD sl atadue 330-00-50 .11

We appreciate that:the measurémént- of marketi power- is 'a'ae
difficult :mattar, ‘and ‘parties’ have not providead sufficiently, ropsind
detailed- pfoposals;to develop .a definitive’ process for-i viifidixsll
determining markét pover:ioY: translating ‘it inte specifio pricindiivo
policiesni Accdordingly,while' we" ‘find the&ilist. of Coriteria ortoditui
offered by.theiCoalition -and DRA-a:useful>:starting. point ‘to fidixoaf}
evaluate' the :progress of ‘competition,t furthericdevelopmenttdisg:ilans.d
needed to’ produce and implement’ a' means of evaldating. changes: in:0i.1
the LECs' market: power.i> Accordihgly. at:this time; We willi-not!lr=n
adopt any specific value for market share losses or other
measures as definitive evidence of a competitive market. We find
the proposed 15% market share loss standard to be too arbitrary

for Lse iﬁ dete&mlning’wﬁpthef Eoy§r?n ’éqdltﬁgheifpiiérn )‘ﬁglfg;i;

fle31b111ty., We - w111 consideri in Phase  T1I of tHig: procéeding>ﬁw~9;

tﬁé“&é%éibﬁﬁent of “fé spec1fﬁc benghhg¥ﬁ c&fEE}Le for fihdﬁﬁggjg;

thata: competitive matket exists.:ar-?fs frodoitin oy Dynpeanith (Qiw
We conclude, however, that certain pricing flex1bllit#"’

measures can beflmplemented effective ‘March: 314 1996> whileicr A
add§t;ona1 fiexibll}}?’can be_} edenégd fq}ibw}ﬂ“”gaoﬁglg)”'Tq;i,
approptlate costlng/pricing studxee;ﬁsﬂe consider Below ‘proposalsiosw
doifiw A2t e t i brosex
for spee}ﬁ !Jfggm f<P¥ig£bdb ekfbi}fgy ghd d;pcﬁES t é, qnod oved

outcomes we' are adoptlngn pw;fu: B ,zoﬁfn gwiatosh 2Hdl 10 miesd
o afltY of yriundtcaqo oo ovnd I{ta noeizrey oo bas D3TO “javgwo:{
ke odl o3 yigos




B. Recategorizatién of .Categorycl: Servicés\to Catedoryill
ot Partiea! (Positionaioixa i ol ywaifidixal? paioieg atuind
Pacifidand GTRCs owvid rintolilss frcidpnosds srenctous has ngolovab
fo-of -Pacific and GTRC reconnend that-‘all«Category Iidervicesni
for which competition-is permitted be iinnédiately:ndoved to -pinidnHxs
Category s1I-or be :accorded :thé :same pricing:flexibility ast vnioity
soxvices présently::in :Category. I1 viiiPacificeand GTEG-bélieve :this ~d
would Be.consistent- with séveral'.Compission ‘decisions, :including o
D.94-09-065 where the Commission moved newly competitive-s piinlsuox

servicessuch:as :told> and Centrex, -from:Category.Ito oil.
Category;11v.i-Pacifi¢. dnd GTEC(state that Catedory .IT: pricingoiilih
flexibility is Justified: by the Competitive:threat: theyfacé asnioh
evidenced by, the::66: CLC: fpetlil;idns..ifriled' thus far. IJ%:{‘IE-?:! pittainizozah
Furthermore;i-Pacific: and GTEC bBelieve  that:Category, II»pricingsifog
flexibility will: enable. them to:lowexi‘prices-and bringthed fHrorsllo
benefits: ofi.competition to Californiaw~-Pacific:adds thati-if thesvs

LECs: are:notigranted: pric¢ing :flexibility, pricé umbrellas: williofiaag

resultrwhich will harm consumers.'i:Pdcifid, states-<that i ru 'o0AT o3

s nenool ouoddn todzin ol culewy SI1Iosge v dqobs

ERb IR F S R S ot

e N T T P L S L .
IS E A B R RS0 I t;.’;j-‘.‘}:'!_p__::) S O GBS IVY LT B DD,

vintdides coz o o1 bishasie vesl ovpda Sodien £21 b-_’;aoqo'uh ol

£, GTEC referepces material regarding t
Level Of dOMDBL I TR Eaced by Che LECa Lhot wds SCritken fromt
recorg; by. the: AlJ: 'dﬁ_rihgi; 'evidenhiar)i hegr?ings\. { Usie :6f the '.Eist’ri'c}iceh‘
materjial is, completely, inappropriate and may constitute a violation
ARGt O i oot m (e ol S P ALk e R S v et
will disregard the stricken mateérial: since itihas no evidentiary:sdj

15 1In its opening brief, GTEC refere €03
‘ ofO°

valu?ﬁ {idiwaiy prooortg niadoo Iedd creveuadl (shulsnon ol

: A motionitostrike pbrgibn;r.‘ofs G’I‘BC',siopenihgs.'agdi’ gepflly’:-biiefs;
was filed on January. 23, 1996, by the Coalitiqon on the basis that .
et s O T 5 SRR LD A T R I NR VTR L p sty A Pt
were’ not;-adm}tt’edn’ into':evidencte,. :an’d::ttilervefofen‘npt? .pﬁrti :(f)f:.t}l:%r:ﬁ;qs
record in thig case... None of the portions of GTEG's briefs which
Feco i e AR IR0E B R R R v peth Sy e i d WEoh s
basis for this decision. Before a ruling on.the;motion. to' strikeyro
however, GTEC and other parties will have an opportunity to file a

reply to the motion.




R.95-04-043, I.95-04-044 ALJ/TRP/gdd\tAaA i0-b0-0€.1 JERD-30-R0.4

Category. 11 pricing-flexibility Wi}l not harmicompetition sincecda®
costibagsed Qategory:1¥,price-floors. prevent LECaifxom pricing ooivg
below .cost, -and-Category:II-price caps preévent LEC¢ :from chatgingos
mOﬂOPOIYfpriQesgnQ}LUJa-&JJ Yo [l oxiaiipros ot notasic 52 o4t 107

» s.oPacifioistates that services moved from:Gategorys;I:toLuica
Category-IIiwould=-initially .have . no.price;flooxrs;;but thatctheosirg’
price, floorg:could be:developed iinithe OANAD proceeding.and put o
into place during the second quarter of 1996, {-GTEC;;on the -other 1
hand, asks that the Commission'’s review and approval procesgs iof LoD

eXP&d{tiQUB\bégiSEQ n3 1 YIenps3aD ol zaniviess spasdoxo [sool ovors
QiLiZQﬂg Aadeny 1tart) oardays [Liw 2D o) jEdJ zavarlod notdifeod
aboy:iCltizens jrecommendd -that :LECs be-allowed(pricingol «ds ui
flexibility.on a-.service-by-service:basis onlyrif-s(1h the (LECG yequon
provides nondigcriminatory:interconnection:to. essential: -inputs; (sod
(2) an authorized competitox:énters anrincumbent LEC's territoryoxs
to provide a ,comparable competitive service; and..(3),thesvs vnivion
competitor is.not solely. reselling.a bundled LEC offering. iciiifsod
215 Citizens regommends: that-the Commission-define «jrniuisgroqg
necessary -inputs:broadly ‘goas . to-cover: al 1, necessary.functions,foni
features;; and-servicesrequired by.:CLCs i:An element ishould bezsoos
deemed necessary. ifcit;is;xequired by.the CLC to provide s:[ionpi DuD
comparable service, cannot be reasonably duplicated, and:there sy
no.economic.alternative to-the, competitor -in terms .of) quality,

quantity, -and pricesins nofes aidt tehou a2f yairlidixell privitg Hdoon
.According to Citizens,.essential ripputs:ghould be or-es.q)
tariffed-and priced at.(TSLRIC. j:Because Qf:cthe large numier: of s
inputs ‘needed by new ,entrants, -Gitizens, believes, that pitwill:vo fnr
initially.be necessary;to employ. the timputation prineipleg conivias

necessary, ;inputs. ncAs-an-alternative,s Citizens xecommends,a 5itq 1o}
"short cut” method to pricing necessary inputs to expediterf anivian
opening the local exchange market to competition. Citizen’s
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vrghort:dutt approach>is:to émpldyipridéléaeitings: rathsr thantopsis?
price flooray - Citizérid believasithidlwould avdidithae LRCE " Haviitgo™
toiproduce countl&dd domplex cost studiesdlandca:doficherentineedo>l
for the Commission to scrutinize all of the studies.:Wharevéostion
studies areravailable,; thecCommidsion should dontinid it6use a
price floor:andtimputatidn-analysis; but Where i¢ést IstudidsihaveisrD
not yet: beenivdeveloped, CEHECComnigdion eduldiuss EHe Tshort fdutt i
price ceilingcapproach. 3¢t 1o a2tscup broonn odi pntrub ansla odi
Coaljtion oot favourqgas hno vaives 2'nofantioo) ot el exss NsH N
i 110 VTHE ‘Coalition fopposés Padifidals and GTRO's requests to i1
move local exchange services from Category I to Ccatdgory=1I} Jithexo
Coalition believes that the LECs will combine their market power.fid
in the local éxchdnge arket :with pricihgflexibility té impede
competitioniit Aglevidarice of ithe:LEGs bimarket powsr s theydifidixall
Coalition states theé :LECs 'haveé ©100% “of (tha "switcheéd "1o&aln asbivorq.
exchange servidéimarket and ‘aré the ‘onlyccarriers &apable ‘of s (S)
serving every customer in their sérviceé territoriés. »Theobivorq o1
Coalition believes a‘Variety:of rstyudtural barrfierscwill <oitldoagron
perpetuate the LECs U market power.'-iThedé structuralbarriers
include’ theabseénce sof ‘true number cportability/<the-lack ‘of CLCvD=i
access té LERCrdatabases isuch as 887 dignaling;:7and thellack ofiiisad
CLC facilitids to‘compété with'thé LECS ‘througlioit thelr-gervicesob
territoriesi in .otooilaub yideaozpor sd Jonnen (wiiveaa aldoeagron
11 The Coalition (belieVes ‘the propéy! procedure Ifor-'LECStoort
seek pricing flexibility is under the rules established:By NRE Jusup
(D.89-10-031);/"iAccording to the Coalition, the Conmissidn
anticipated’ the ‘dévelophient’ of icompeti€idn iforiallLRC dexvices f153
and structured NRF &o°ad 't allew £Or therreélassificatidn of @ Juigind
services upon petitiomw’arid evidentiary ‘showing by:theLECs [ THe irii
Coalition Yedsimierids "that the (C&fnissidn réview!thd ILEC s (fe§uestin
for pricingifléxibility under the ‘NRF :frdmework ‘on -a “gervice by soon
service basiderx<s o3 z3uanl yiszeodon paioityg o3 bodiss Yigs dxcdar
2'osi 3D .]fOfJiJ‘E(;-TO'J oF Foders arnefdoxo {pwal o843 pilasyo




13 (2)The:Coalitidn notes-thatrth& Comii s5i6n "grdnted ATLT 710y
pricing flexibility only:-aftercd demonstration that it HarKet:#o0u5
power had significantly diminished. The specific critertsusedsih .
by the Commission in D.86-07-017 to assess AT&T's market power N
and:the:level of:ipriding:-flexibility tHat! 48 warrantéd VWere as
follows :r:The :marKet share:of ‘AT&T and ts ¢eompetitiors; thea Iroitin
extent of facilities owiexship By dompétitérsp:-the ‘eage’ &f drket) !
entry ‘and ‘exit; "the:size of-rindividual <ddrrie¥s; custonera opnrinxs
satisfaction;:rard-clianges in prices and the' mix of availablevinidoxs
serviced, p:Thé Coalition states that«the Commidgsion’ latertefineéd on
iniD.93-02+010 the :criteria:for dssessing AT&T s itarKeét! powé ¥ (e I6D
eight ériteriatl soigg Lorsd-3zon 19318 bowollsn od yino w3tfidixsll

perIn:analyzing ‘aLEC!E' requestfor pgriging!iflexibilityifisn

for a-gervice; ithe: Coalition'believds the Comhibsion: Bhonld: tindten
evaluate ‘the, LEC's markéeb::power:over::the gervict’ Usinyg thel'gane/Inse
eight oriterjia established-in' ' D.93-02-010\ Thege Griterviaale: o.1)
(1) determination of the relevant market, (2) market share!aonciaynqg
(3) LEC and CLC earnings, (4) ownership of facilities'by ‘bther
carriers;::{5): ease of markét:entry:and: exit i (6} {hdividuil
carriers'‘:az‘iz;a:'a_nd!.growl:h‘p4.'>t:ent'5‘alj'-.:(’I)Jei;mal’la’c’ce'sB’“f;’:\'l’x’c'iT‘Bth'ér‘f-’~-"‘-"‘C"'a
technical- factors; and :{8)i service: dptions:and’ customerio iwitiailab
satisfaction.y- By: following:this approach=theé? céalitibnsstates ivxs
the LECs will beigranted:priding flékibility’ coémmdhsiraté withiox s
the lesseningiof. their:imarket: power: 48 méasurablelebhpétitionsonsdns
actually:emergesi= niciox o suniinon (Hiw e2dd =iy 3sd3 opholwonidas

If theiCommission decides intthisiproéeeding that LECa (s
should be allowed:td.retlassify:Categdry1digeérvices to> noi2iisgon
Category II; the:Coalitiondrecommends®thatithe1Commisbion firativion
removel barriers:to>éompétitionizispecifidally;obétdrerallowingid tag”
basic exchange services to become Category II services, tha»itinilsh
Coalitioni believes&stheretmustsbe:! (1)0TSLRIC1btudies! perfdrmed
and prite;floorsdint place)s (2)zprice,»t&Tihajgand &bnditidns. thatvisa
allow facilitieszbased!and>iédale compétitionyi(3§Itiueifuinbdrariniz
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portability; 5{4) access ito LEC: databases,cincluding:ss7;7(5) CLC

access. to;numbering -resourcesicand (6) - intexdonngotiénixs{> poto g
arrangements, siyo nilinsga ofl L bhodelontadb yIdneniYinnin Do 1owoy
DRA (e ot o' UATA 2a9886 O3 CIO-VO-38 .0 i1t nolas tondD odid yd

..~ ..« Even though DRA believes ithe>LECsiwill -have substantialunn
market power at.the.outset of;competition; DRA believes:that:thd ici
LECs .should be,allowed:pricing-flexibility:for most ilocal 1o troixo
exchange services. DRA bellevesithat.thé(operiing:of itlielécalving
exchange, maxket to.competition results in mostrlocdlisexchange tailse
se(yigegjba}pgdﬂpgxtigllyﬂ»competihive;andvihus:qualifying.fopivxoa
Category,.1I; pricing :flexibilitycn-However,: DRA -recommerids Pricing ni
flexibility only be allowed after cost-based price floors and idpio
ceilinggwgrg,ggﬁah;iahgd;~gM9:eoy§r7:DRAwrecomméndgxkeeping _
certain services:dn.Category;I .due: to. their: continued monopoly » 1ol
statugiypb;l;qgmpgtiﬁipnuforutheseaéervicgsvbécomesTMbré}évidenEsva
(i.e.,.basic: service; elements; 91 1- service;  and publia. policy Jiipin
payphones), r-is doxqr-: (L) (daXo o Josvaiast ol Yo aobinniaeadeh ()
2.0 Digcussi()ﬂ';’_-,«f-"? Yo qidaganwo (8) (nrpniness DA bBae DE3 (€)
: We,conolude; that: mosti-local: exchange services should beso
moved to: Category,II.since:they conformi.to bur,Category: II '=raitiuo
definition offgparbiaklxjcompebitive?aerviCesifor'whichntheﬁlobalagj
exchange carrier:retains:sjgnficant :(though' perhaps;declining)liaiiin
market-(ppwer¥; (D;89-1050315 { pii-152) .uisHe: conclude:i that iti will+! =
enhance competition.to:permit this.recategorization.ioWhileswerf o3
acknowledge that the LECs will continue to retain significant({suios
market powersatileast-duringsthe initial dimplementation of
competition, our institution;of-competitivellocaliexchahge =d hlyods
service as outlined,in.this:and:previousrorders! creatés all yrcpsind
"partigllYacgmpetitiYe?qmarkétécoqsistentjwitbwthe>CategbrvaIﬂvoma1
definitioni;  aooivioz JI \gxo;}ajg} smosed of vovitviaz apieidoxe ciesd
FIRe ) ) 195,1!91‘.6!;@,1!1) Category; I. status:for:¢ertaint ldmiteditixoD
services.zWeishall adopt-DRAf!s, proposal) tosretaint CategdrysrIitq brs
status:for;the folloying-sservices; apublichpolicy:payphonés;sl wolls
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911 services, and basic service elements (BSEs) as well as for
basic network functions developed in OANAD. Because of the
unique public policy and safety characteristics of public policy
payphones and 911 services, it is appropriate to retain
Category I status for them. Since BSEs reéepresent bottleneck

" elements of the LEC networks, they do not exhibit the
characteristics of partially competitive services and should
remain in Categofy I. We shall also retain Category 1 status for
collocation and the Network Interconnection Charge since these
remain monopoly services. We shall reclassify most remaining
local exchange services to category II effective March 31, 1996.
As defined in the IRD decision, Category II services are subject
to flexible pricing rules within established floor and ceiling
limits. The revised listing of Category I and Category II
services is set forth on Table 2 below:
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TABLE 2
CATEGORY 1 _SERVICES

Network Interconnection Charge (NIC)
Collocation arrangements

Public policy pay telephone service
Switching portion of switched access

E-911 service ‘ ‘
Basic Service Elements - other Open Netwoxrk Architecture services

Pacific’s Multiple Line Call Detail Service {see D.93-11-014)
All wholesale services ordered in this decision
CLC - Remote Call Forwarding

CATEGORY II SERVICES®

Basic exchange services

Semipublic telephone service .

Customer-owned pay teléphone (COPT) access line

IntraLLATA directory assistance

Local measured usage

Zone Unit Measurement (2UM)

Extended Area Service

Foreign EBxchange Service

Foreign Prefix Service

Directory listing services

IBC directory assistance

Operator services (0+)

Operator services (0-)

IntxalATA message toll. (Direct Distance Dialed (DDD), optional
calling plans (OCPs), 800, WATS, operator-handled calls (OPH),
calling card, coin) ' S

Custom calling/vertical services

Centrex/CentraNet service

PBX trunk line service

Special access

Private line - : :

Billing and collection services {except Pacific's Multiple
Line Call Detail Service)

Local transport, except the Network Interconnection Charge

ISDN, both Pri and Bri - '

16 Retail oferings of the services are in Category II, and
wholesale offerings are in Category 1I. , , : :
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should be implemented gradually in recognition of such competition.
Thus, for those services which arg moyed fyom Category. Xjto

leoeslnsd it
Category ?{,QEEEB“ ﬁ t?dtt)i__e deciisijp s ,N8 ebgl,l eglfetp,i,sh tbqo SR
following 929V#8f°"1. e ahall ‘congider appypval of (LEGR' jadwice i
letter reqq?stlg{for px:éc(ing flexgbi}ityffor (guskomer, opgeifig i oy
contracts on an[exchange by exchange ]lk;aeig gent inggn;-“qg (1), ,the o,

i) viiao

est!a]bhfshm‘egrtnE ?5‘361“81{?33??}:'qucific price 12005 for thg service; in
accordance with D.94-09-065 and_ {2 the d§rggpgtration of oo ivian

competitlo}n withiﬁ a given exchange as deflneq bglowh L20-90-1€.G)

e sntaa Iit;,ci\)sx not _tenoug‘h ;that the LECs I:?Eengequir?l it !3€include
customer- specif}c pric% floors 71:3 tISeir advic? lgtter,f)g]lgqg‘sﬁ. (e

/hj IR 104 I 111(‘_;

are concel;r})eq3 Ji:jh!ail: ”w%,tl%%u‘t!cs% vice w} rice { e?gqg'}s; wh ql\
WW%%%%M%ﬂﬁ>wmww%m%W%%

much OPR rt[unity for gamin t:he price floox, results. ((‘P}c%?“dingly,

i ‘3200 HG Py ()} bt ]
for cust:oxr%;ajt(‘)bs?jf.aﬂc;ifLiOI ?9:111:'” ts K °¥}‘3lri“%1t:}r‘?§:ee sexvices which.are, .

moved from Cap:eg ory I to Ca,tegory A1 pursuant to t\hlllq(ge\¢5181qp, Je.q

[ERE LS SRS

shall a?d the seg:on% Iifgcgpdition requiring a showing of , .. (.03
competition fhrgm at_ least one facillties based CICy.,,, ﬁe d49..pot... o

believe it: bis ne_cessary l:o prohib:.t any, L}SC prlcipg flexi‘pi]‘i.t:yU it
until serv1ce w{de price 'floors are establishegd in OANN)Min thoge;,
local, exchapges y ere such comPetition develops., flrsin o

4};::.1 : l}':rh? ’rﬂ?re llflting of legal ‘bjarr.ie_r’sf”to gompet}tlve enLry,
howre;(\(e}:, . }‘?1 B:?tA 1evu:'i\e)zlr}vc_e'z:_c_>f competitiop ?Pff}cient to waxrant, LEC, ;
pricing f1e3<1}){13(ii§:?: for customer-sp pecific, coptracts.} Thug, We,vola
shal_l.o.r;}ywtjerrp}ta t“l’lfi LECs t? sle%)‘g‘fi}l\th?rlty for. Cakedory IL,.5ivise
prlc1ng flexﬂaf}li;s.y[ on.a gase-t }/,caseubr sis. ;? Uqg,‘stomer spe{cﬂi,‘f}gﬂm
contracts‘yhie¥‘? t.g;‘?; I"."i‘?)mf‘fe?ga ShOWln? Fhat. at 1§aB!;}onI VOIS 916

fa0111t1ies baséd CLC is actively co p?té[}gfflg‘ains; it; within, the, .,

A 1(! VOGS r) AT R »

maJorlty Qf exchanges served, by the ;gystomer, subject to the s . oo03

2 {32 L

flex1b1y priced contract:. s e }de;;ul:e that,the facilitieg-based, o,

argol DLy 920 RIS O
CLC is actlveiy competing l:he LEC, Sn}ls}:(“hgfj t(hg}:\)}:llg CLC. 138,xs (o2
execyted an inforcopnestion agreenent yith, the LEG,,hap spened one

=

-
H

3
r

on
=0 Iy
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termlnated“tlog )L?IDJ({CL'?SCgsE Qnexs y}glgnx E?J 1 sXehange giioiiag
We shall further require that the competing CLC must be

other than Pacific or GTEC. This restriction will prevent the
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incumbent LECs from being able to meet the test for custOmer-

(.Lfr .
; W$I2oggkggghﬁh ﬁJ:jhe pregen nce of at }easqlope facilities-
bas%d CLC will RrO%;%9 ] v?luable check 2gainst the power of.the ;.. .
‘]J LR X AL <1 <3
LEC to{engage in anticompetit%ye Pricing qpfough{customer apgoifioc,.
R (LSRN < Pty

contracting. The Yequirement .for the presence of oqe facilitiesics

fienil lf) FEa 51)» P

bas?@.bhc will prox%oe_nﬁmore peaningfql indica ,pﬁ qqmpct%ﬁ\Al
than réliancé oply on CLe Yeseller The, CLC, regplley g, priges, axe,
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CLC is independent of the LRC and can compete, against; the, LEC, based,
on the CLC's own cost structure irrespective, of ,yhat, wholesale
rates! the LEC ma,xl c-_har?e I;%S lp.?fs‘ensxijii} WOHTD oiYiosy
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practidé& nottifionl ol )nsx]nqﬁ Yq aafisear 513 03 bapirsdo 9dnt

.2 Bundl iny' b 86 iedn “ 0 g
AT IR B S X sugde Jens nwo o'l 1o
,1gh.paftiég, élt 0%81‘1 i1f 21udn <
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Pacific, GTEC, Citizensffgﬁh'b ;éSHEEHa“Eha ﬁe LECs "
be grantéd AUERSTiLY' v¥” packdye’ C£t336f§ i }ff°3ndlill services
intd“é'éihglé‘dffériﬁd“ Aé&giaing 4 padifid: and GTEC Y Ener ji;%’{)
strong'eustomer dethhnd' for sérvice packagééi‘and ih LECB wou‘nge”)

R f.1

at~compétitiva disdavantigd 1f Ehey'%é?e“%oﬁ g{ﬁeh tﬂe ?i nt to "w'k
Tl Ly - ..t IS DR R P v B e R R T T R 1 4. L2V E
offer“ﬁackageé:”'Théseﬁféur}%artiés agree tk %he Lid ghouid a 180

préVidérEﬁé “3mpoﬁéﬁé§ ot thelr packaaéﬁ'é%}v ces on anL}ﬁdf§1 fh’
(% i R PTIUpST
basis, ‘thus a116W1ﬂg cuéfbméré Eo‘{urcﬁase 6n1y E%egelserv1kes th%y

want ‘or need; “and '&11471nd " any’ ¢3REETAS” About’ iliegal‘%?in& feorgin

waonivisa
arlangements or other anticompetitive bund11ng arrangemen%s. ’
[4 £1¢

2o paaLFie deddmends thaﬁnihe pr{ F1ELT £37 any pa%¥a ge
Lade B 11 a3 3 13 ~ ~N Y -
be the sum of the!$iide”#168+4 3¢ thd” indiv{d3a1"parte of "¢k i1

package (including any 1mputation requirement in setting thg SQ‘EE'J
floors), with Lﬁéfé§mé ﬁriﬂcfpae 3 %}hézuggjjpgckgépt jérice
ceiling. If packdded-Categoryil servicés 1dé- pOﬁ haOeia}pfice
ceiling and floéﬁja’ bif{ daﬁl"ﬁRéﬂpf38§‘ﬁ 84 pg the“?éqgil rates
of the CategoryrI,serviqés;inrestahlishxﬁg bhe priéaTofithe
package’s flo&ﬁ and g i{?{Jiéidﬁggf;;jggﬁggsqq§?i§puggéién

structure adopted by the cémmigsioninoferesiltzintan {Réfdase to

o0 162 bie. DFI 944 1o dnobiogobit ot 240
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basic: exchange service ‘xatesz, apacifio*believea1thabdwheﬁ<ﬁack§§iﬂg
servicos ahould apply,:bubqthab bhe.subsidy payrént< fustibe
included; in-the.revenues: received.tordetermine: whethér=the pride is
above thQLpgice,floor.4_U:ar 03 aouivios IT1 yaops e dilvg covivion
.anmnssDRAurecommends:qhevliftingrofabheECémdission'é*cufféﬂvblﬂ
prohibition onsoffering2lotal exchange:séxvicéseinrdustomer (oD ~rid
fipg(:it!,q(,cc:unl:,»r’actsf,t:hqt.was:establi.sh’ed:;’u'n'fD.’:94s=0'9-()65.f:u'l')l'm-‘3-4-”990-'1
recommends ;allowingsudh contractsyif:theyiaresconsistentswith » 1o
GO 96-A contractirulés;adopted~inIIRD<orDRATalso . Bellevésithaniviion
Commission should require that the customer-speocificibDEGCfor Cany
local exchangeiservic¢es indluded~in. the ‘contractilerdimputed in the
contragb ; floorvs<Finally;--DRA sredonrendsithat: tHé:LECs notBedixnll
authorized to.usé express icontradt proéedurés for.iservidéd forvoiad
which.no servicetwide»f100§s*and ceilings have beén ‘dpproved.t Noxr 3

flexiblggby;belowgnzcalnzcustomeréspediﬁic:bontfacts“untilvserice“{
wide or rate element cost studies are approved:s 111 biis 11 WiopuiaD
.. 115w The :Coalition oppdses -allowing :Pacific:and GTEC: to bundle
Categorxtlmaeryipgq;with_Category;IlworaIIIsserv1ces;}uThea»> tr oo
Coalition states - that. "tying? of .noncompetitivebasic rlocaly soivion
exchgnge;ser,\{ice,_with-competiitiive'Catego‘r’ydl«-gand"-IIIi'sé}.;vicémisrip
per, se .anticompetitive when the LECs have sufficiént econonic powel:
over basic local:.exchange .services to restrain :freecompetition  forl
Categofy II and -1II' sexvices: ;o:l1 Goa e i dTs) add To 2notaivoig
./The Coalition states that bundling of:«Catedory: II-andIII"
sexrvices: can:.be -allowed,:butl only;if>establlshedrCommission rordtopos
safeguards for,: bundling -are.-rigorously. enforced:i Thit'se safeguardsis
include those established in D.94-09-065 which precluded bundlihyg bt
in the form' ofs.contracts: .that inolude. Category:I>servicesg’at other
than,tariffed -rates; -and D.94-09-065: and> Resoluition:T+~15613 which lo
prohibit- the bundling; of icertairf: monopoly sérvices;i includinglius o
dspe sorenstl Loandotug yeils ziouborg s3d3 o) Ioaqgqent fdiiv ootorln
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residential gubscriber-seérvice;tbasic exchange>lines,o ZUMJDIOCal“fd
usagé; jand:theraccéss linerportion:of=8emipublicstélephohaidarvice]
-»TheCoalition ahd~TURN:recomnend thevstrictienforeeménton
of the .Commission-jmputation:safegbards-when-bundlingicCatégoryfrsi
services with Category III services to assure.thatimondpoly:is ovoedn
elements;are ‘not-subsidizingicompétitive:productso:»FuitHermore,
the Coalition:statés-its.view:thati-PU Code §5::453) 16327 and: 12882754
together;sdictate that<LECs imist:démonstrate, Spriortoithe~offérifng=
of a padkage,:therimputediunderlyingrcosts ofsany:CatédoxrybII monoT
service;bundled iwith:a:Catégory>III iok:rnionfeguldtedservica,A-32 O
=,_rf;,~_2'.',o‘Digcuséiggcqa—‘_f'_:-.“.::);taz;:a afl Iedi ixrjnpa,( Bluodas aoleaioob
iy i f..Wecconclude:that-the LECsighould ibecgrantedsthedoxs [snoi
flexibility.:to:bundle Categoiy -I1Iclocali&xchdrge ifervics Miehntinod
Categorxy IIl.iservices (including all-gervices moved:from Eatégoty
to.XII in:this.decision):rasrlord'as norittying *arrangeméntsn. are{nidw
involved and; our- -dmputation:rules are8t¥ictly observed!sdrhis 220h
bundling comports with:the irules:in<D:;89+10+031 for- bundliﬂg ‘of <11
Category ITI and III sérvices, ~ir oalbuds Jecs Heuals adny o obiw
<[ o3 Avbying iarrangement ariges runderirantitrust’lawd when a
seller condltions-_the -:gale ‘of rorig product-{the:tying prodict)wor oD
service on-the :purchase ofi-a: separate: product orrservice'z(the ‘tied?
seryice).: Such arrangemeénts-:are in- violation uhder ‘Seation {1 :ofoxs
the. Sherman:Act,r.Section:3 ‘of.:thé Clayton ‘Act -and ‘Section ‘57of: the
Federal: Trade-Commigsion Act.r In:addition, theré - are tWooiasd 1ovy
provisions of the Cartwright Act that can-apply. o tying [1 viopsida?
arrangements;«Secbions:16720: and 16727 2:Thege tWo ;'géctidhs
together have: been: charactérized asranalogoud to Section:l of the oa
Sherman: Acty 2:(Corwin.v.1Jiog: Angel es Newspapex: Buréeali,«ingh1r4::Caliz
3d 842,852 F{197X)~ )1 sinidw @30-€0-p¢.0 ni bodntldedes azois sbuloat
s jo 36 Tying- arrangements:gerferally inVolve thasupplieys gk !
of eéconomid) povwer:orideverade:-in'the hmarkét ifor the'itying produatsril
to curb;competitionrin: the ‘tied:producti-and deny: ciistomerh! al fretniq
choice with respect to the products they purchase. Because such
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tyingarrangements; have:been iviewed vas - hAvifigr 11 €e 16 *parposd "Sthéy
thaﬂ;theerestrtotionioﬁ?competitidn,lthéYLhavetbeéﬁ‘édnéidéfedidrfv
unlawful per se. !~In¢two récent 'dasespJsffardon<pariah’ j{ogpital oI
District Noo 2.vaiHyde, 1466 1USv2 (1984 ( rand tEastmahy RodaK Cgl w11
Image Teghnical Services, 504 USi4512(1992)! the ‘Court réaffiried 72
that. tying arrangements-are per se unlawful g 1n-ropassin bolbard yie
i111wn frrAGeordingly o for any bundled gervide offerirgl the LECE Ut
must. algo ‘of fer;gustémers.:the ‘opportimity toprrchaﬁé'thé”seYViEéfY
on a stand-alone basis ‘at: the authorized: stavd ffiYateds We ‘£4nd HEC
reagon to: conclude that' the meye rduthorization ‘allowify 'the LECs to
bundle (Category,I1:and -I1Inservices’ on thisg basis Conytitutes! an’Ir?
anticompetjitive tying arrangement.: Pederal: cage’1aipsuppbles’ thstt !
conclugion; that, bundlingYof”berVices“does‘ﬁofﬂdbhetitﬂféTdﬂ‘l””q St
unlawfulitying when theioffered. terms’ do>iiot: precludsr purénase o iny
the separate services...: (Robert’s' Waikiki:U:Drivesd 732 #.2d°14033000
1407 (9thyCire 1989} v)s ioool =d) i barello sosivise sviltlegrodion
"1 yeopMoreoveyy!t wer findinoibasiscin antititstilaw tod ¢dhéluda o
that an.unlawful:tying:would:necessarily:result melély: from: thelvios
LECs offering:a:bundled>Category; ITiand: ITI:sérvicaldtiatdigéshnebor
relative to the tariff rates for the separate servigés(v? InyIcvoIe)
Amerinet v. Xerox Corporation, 972 F.2d 1483i1:1500°(8thi&ix1n1992) ;¢
the court found no unlawful tying merely: becéﬁsefthéqéép'”ate[
productg,wereimore rexpensive thanithé bifidled:>productii-The court
didifind,-however,that-fan(illégal tying.arrarigémént 'nay deiilipgd
shown if.the-defendant!s:policy makes:>the pureéhadingJiof [€heltyiifgooy
and tiediproducts togetherb!the onlynviable?ecéﬂamiéfapt{6ﬁT 2id tosd

Categoryﬁllxand;I;Izgerv1ces atﬁqnytdiacduﬂbs«télétivéftb Eﬁe?“11‘fq
tarifforates forcthe:separatecservicédod on therothes ihafdyoif "€He o>
priceb@iff@tential&bgtweenca'bﬁndledaﬁéakadé and ithecg6phrates1poor
serviges wasiso greabsghabveu§toméféawereSédoﬁdmiéér19?66eféédEiﬁ€63
buying.unyanted-or.‘overpriced Gategoryorlrgéérvtéésﬁfthéﬁ3c8ﬁid!€a?b
valid olaimithat anslawfulitying:had d&cdufredsm The 'oppbrtuiity £6¢ 3
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the LECs: . to offex a .ibula_dled:.serﬁce—:whicha-i'sfarc’ust‘omertsronlypni'( 1

viable economic option;  however, ris -¢onstrained:to tlis ‘extent ‘that

the bundled price:.of.the CategoryrII product:caniot .go below: the fnu -

price floor and the séparate ;Category:II.prices Fannot goiabove -tlie
CeilingﬁitlﬂﬂﬁnYJﬁYentn Pacific :andGTRC<care placed dn:noticé thatil
any bundled arrangements xhey;enter;intgspursuantftofour-addptédﬁdi
.arg; subject, to applicable antitrust -laws\regarding unlawful

tying .arrangements;, and .they:i;shall;be rliable -for.sany applicable’ 2t
penalties .or sanctions resulting from violation :ofi thode -laws': # 119
:L;:yxazfhhcqgtdinglyfuefﬁeqtiveeuarch;31y!1995;4Lgcd%mayfbuhdrcﬁﬂl
Category, 1I; and. I11. seryices; as; long -as::custoners are; able'ito s Ihisf
purchase, the,individual. sexvices separately. at tariffed Yates, > and:s
as long ag.properi.imputation;of:price.floors:fdri;eachsbeparatély:oo
unbundled; Category, II, gervice. {8, verified. o Asl presoribed: undeypPU:v
Code §:2282.51::7Crossrsubsidyi ofithel enhaniced ‘'services by thea ol

noncompetitive services offered by the local ekchange telephdhe VORI

corporation is prohibited:?. For:anyibundled tariffed>Catégory II
services, -we;shall-require a;full:demonstration:of’thel'imputed: SIS
underlying.tariffed: rates.: i We:shallynot;allow:bundling:oftc1le 2231
Category, I servicesiss -1 .thyne o 1ol aotar Yitend odd oJ sviinlox
D,,;_c;Geoqraphicheaveraqjm..; .9 qnve ,{If).‘[Jl)’((H;‘t(;)f.) wo10X v Joninonf
1..-Partiest Pogitions roxar puiyt fuiuslir on firiind dygon ol
FRTII eEacificviGTQC?eLDDSi citizens and:DCA<support-allowing>oiq
th%xL$C$:Eogget;QQS;Qbased.ggngrapbiéal1yedeavétaged:ratés,Ewith“ib
geographically-based:costs determined;inithe:0ANAD pioceadingi nworie
Pacifi?.wguld;makg;one:exceptiongfor résidential-gervicesswhicht bis
pacifjc ;hbelieyes.should-not:have:geograpliiczbased(prices. .=Thé€se

parties.generally :agree-thabt-gédgraphia deaveragingipkovidésyropsind
correct jeconomic-signals to both:CLGszandctojcustdmers] =Witholf i+#J
geographig deaveragings the-CLGsimayrbe encouragéditdrenteR1ibwooity
cost. ;areas protected-by-thecumbrella:ofraverddedrLEQ prices, zandvioa
dissuaded-from.serving highicostcareas wherethe<LECstoHargabeldwud
their costs due-to, averaged.LEC pricesiy:Unldssithe dedgraphie bRifav

o £ AAre]
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price distortiong are:corrected;-these parti&s'Béliéveratetalyovsoh
cost-based:competitive imarketplace :¢annotrederde oD add yd bailitov
it e TOostherextént ithatethe-costitoisevvechighrdostirareas»s ot
makegthe price prohibitivé;rCitizens recomméerds ‘tHat theov o Nonf
Commission’!s universal-service:system:beé:Used itoransure -thHat pricss
are kept:at -an affordablerlevel ob If (the Commission férces GTRA LS
maintain average:prices, iGTEC recdmmerids ithe' Commission wakdate 104
that a universal:service:contributicn:bercollected ifromiCLCS tobiud
address the revenue needs associated with high costiareds. .S

- s 1o+ oo -TheCoalition -and ITURN coppose: geographic <rate oV

deaveragingaiuhccording:EOTthe;Coalition?ialloﬁing!éﬁth”bYWGUC€}39
will. not;affect :the LECs! overwhelming market power: which'will boesd
continuegto;persisbtbecause,ngdngrothérpthings;Mmanyfkﬁtépa?éfﬁf 1o
will: not: have (competitive alternatives favailable tolthen ‘for!tany>op
years. to come - The Coalition :states that:if the' Commfigsion:periits:
rate deaveraging immediately.following: eit¥y; ithe! LECg ihtend’ to wou
wield ;theix; market: power by :imposing significaht  rate: iricréaseg &
large numbers. of:. rateépayers;with-no compstitiveroptions for: 16ealien
exchange. service,? resulting.in widespread>dfscrimination'of! Eherasp
sort; that averaged rates were desighed toflimitic Morebvéy, thé! od:
Coalition.believes; that: deaveraging:would result:dn> signfficant>otq
anticompetitive; conduat® by the: LECs:who would ‘drop!¥ates® intareas Ve
where they face.incipient:competition and:undetrwrite>thogesfsr [idins
decreases by raising rates to captive customersivortggs bis hololgacn
inis= noidfhe: Coalition' recommends thatrdeayeraging nottbé
permitted until- there:aressufficienticompétitivesalterpativesi oo o
available to.ratepayers to-limit.poténtialndiscriminationcandri=11ib
anticompetitive:behaviorit However;sif gedyraphiéideaveragingiistiad
alloyed:before.thenjthe: Coalition recémmends:that it:béd>subjéettay
four conditionss:iFirst,-there should:ib2ihocdeaveragingiofis obivory
residentialybasic sérvice,given:that. the>UniversalsServiéasrFindcosp
wi@ﬂugnsurepthgb3LECSaa§eimadgsWholézfdr.the costaofiprovidingoivca

basic sexvice ;infhigh:cdstrareéas:ivSecond;rthéreishouldibeinoiias ot
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deavexaging until ;OANAD icost studiegihave :beenccompleteéd-andb oviiq
verified by the CommigsionsonThird,rdeaveragingishould -beloffdrdédon
to ratepayerg:.baged.on\theixr _cost-charaoteristigs-and not on the

lack of Competibive;alternativeSraVailableitéftﬁemz <Thigs meang2 =
that-all;ratepayerswith:the:same:gost-characteristics should:ir oD

permitted below:the exchangerlevel to avéid .the jadministrative Jrir:s
burden,offﬁanyfdifferenﬁaratesgfdrathe7samezsé;viceieaxgytnu 5, 3eii3
2. Discussion dpifd d1iv brosioonus ebooi euinavat adr asctbbs

We .xecognize that: geographi¢ déaveragirid imiy :promote more
effigigntgpnigiﬁg{xuUnder,theﬁeXibting;LECurqtéistruétureiwhfcthéh
based on-statewide-.averages,: xetailurates do Mot :reflect the' ccost’s«
of serving. different .geographic.regions. n:0Once:LEC ‘rates caxe uiti GO
geographically; deaveraged :and :prices are :allowed :to morerelogely fiw
match- cests .of-sexrvice, CLCs.will have :a>greater ‘ifitentive: to entew
new geographic markets which: were not:previously costiaffedtivVe tG5
serve,-:. Thus,: gecgraphic 'deaveraging should increase’ rathey ithan @ ivw
constrain: competition.,i CLCs; will: bel encouraged: to enter ai it spIni
geographic.market;if- they can:offer-a more:competitive pricethah'xo
the LEC;  While;we agree that ‘allowirng geographically: cost-bagséedioa
PriceﬁstYibegnecessﬁrYrinfaﬁcompgtipivé'eﬁvirohmentﬁﬁhtatewidéfiﬂd)
average rates,must;remain:in placeyfor: LECg! for:the préeséhtrand>iins
until relevant:cost: studies:by relevant geographiciregioh "hatve beeri’
completed and approvedis: oizus ovilygrs ot aslis prizist el 29un00b

Before deaveragedrratés can:be>implemented;? stidies must

be completéd;;o;determinéﬁthe>approprihtezcostswoﬁfse%bihg'heJJimieq
different-geographic regionsiinAlthough’ cost studies!are>pregéntly’s
being;prepared,inithe [(QANAD;proteeding: to developlritest for>q oot i
unbundled network eléments; those costistudiestwilldinots necdsrarilys
provide allstheinecessary-inférmatidén needéd, tordétermine? ibrnon vuol
geographicallydeaveraged:costs.isMoreover,cin/the Univérbalinshbiaos
Service:proceedings;zwe are considering usingsa¥proxy?’ cost2studpiv
to estir:;atgtithé-—;(zésteofdbas‘icjseicvicestpsresideﬁtiélﬂéustbmer's orasd
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throughoput . the gstate:based:on:geography. ".Under:the:proxy fadtsy ot
method, We Would iexamine a sample.of actualrcosts:frémcdifferent qus .
geographic ayeas..::Accordinglypiwe:-shall:codordinate «with the=o:fs nt |-
ongoing.work . in;companion;proceedings and: subsequently ‘determineg a'® :
procedural .sghedule for: the pxéparation,review) and rapproval>of 21l
cost and price studies which.gan :be-uséd:for-adéption ofigurporp il
geographically deaveraged xates. ,.The:studied should provide data
which would separately ddentify wholesale :anid retail costs'andiotaas
prices,, ;. Appropriate.-coorxdination between-the "OANAD A Universal! ~D4d
Service,; and -NRF, proceedings will. assuré -that:relevant: costs datar 111
are .ghared among -thesge, proceedings &gcordingly. jocollsr fon ob tobxo

y[evi The Unfiversal: Sarvice High.Cost Voucher- fuhd:as> propogéds{

in, the Universal Service, proceeding,>may;reduce :therretd:forirateied
deaveraging, in: the; residential: market .yo/The  availabilitylofsidi{iosl
subsidieg, from the -fund ghould, allow LECs:and:CLCs to:serverhighisia
cos;;gpgquat,gﬁﬁ?gdﬁhl§;t§§£51andfredﬁcesbrgeliminaté}the?héedtfora
residential, rate. deaveraging,. . [[iw 220D bLserd-gcitifionl , iosgasty

. i1 .{10nge appropriate geographically:deaveragéd>prices havéidnis
been allowed, we shall then be prepared to revise the:filestinlthias
proceeding authorizing,implementationiofageographically.déaverdged.
wholesale and retail.rates.; Afterihearing:sfrom-partiés;u.Re may
also consider;implementing;geographically deaveragedipricing v-Jlsop
gradually.onyap exchange-by-exchangeibasis:as:cost ‘datavbecémed {3
available,~ We £ind:-no necessity ;tod requiré-aiseparateishtowing dfbiir
some mipimum(level;of market-share(loasiby:therhLECsnoriother Juayusnt
related measures.before we.approve:.the:use offgéographicallyb:rogota
deavexaged Category-I1I.services. ;cWe:shall; howéver;-requirésthat=ib
each LEG-offerthe same;geographically deavéragédiratesitoralli:t [in
r?‘i‘?@i‘.!gg?q"éﬁbin -ajdepignated: geographi¢ regionpni iThisrid pnibinpsn
requirement is.consistent -yith PU Code¢ §:453(a)lrwhich:statesi erNool
public utility shall as to-xates,  chargdsy'service, ifagilities, rorur
in any-othex.respect, make (or grant(any-preference<or:advantdddftorii
any corporation or person-subjegt anyfcorporationfor personytocany=i
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prejudice or-disadvantage.” . These: restriétions will provigativionds
appropriateisafeguards-adainst the-¥isk of diderimifidtory pri&inds:
in those .geographicirégions ‘'where therdimay b&: few S6F S CLEFH (102D
serving customers.::The 'LECs will fiot ba abld!té Yédiude ‘rates Be1sw
the geographically deaveraged:price:£1loors nor ra{s& ¥aced rabdve o q
the geographically.déaveragéd price rcapspiilv asiisnin soosg bar leoo
_wdsh = For-the:immediate futurYe, however vand until ‘the Ulasteonp
appropriate: pr101ng studies are ‘concludedfWe ‘shall st ﬁéfmih‘th@“
LECs to geographically -deaverage ‘any of (tHé1Y y4tes i Gikdwisd tHE
interim. wholesale rates"'.foy ‘basic service wHich" w%’abﬁY6Vé‘iﬁ thig®
order do not reflect apy gdographio:déaveradgirg. ! Thevéfore /tfe 21n
lack: of, geographically. deavardged prices willlmot dothpetitively
handicap: the.LECsuin relation to CLd Yegellers v Oh thHe BthHék Hahdi
facilities-based CLCs:willihot beiconstraiifdd By the! pEcgriipn(svsob
statewide: average ratedybutiwillbe  able tb target! bpasifig b indun
geographic.regions® and:price. their servieet acebddingly.?s rnvthis'?ov
respect, facilities-based CLCs will have:ai‘cofpétitivds advantayetno«
until,geéographically:deaveraged: rates are impieméhtéd ‘67’ the LECs
and iCLC- reséllersi caivas 3 borngnog d gt [iods ow (biwells sgood
-Miscellaneébns > LEC: Pricinb\FleXIbilit?”ISSUéﬂ trodinr yathnasnorg
cr: cOuy.interim: rulestéstablished in=D195-07:054 parmitezg’odw
greater flexibilitystosthe CLCarinjcomparissoh’to the'LECE: (2> onln
reject; -however;i the proposal:6f:GTEC to daBoligh*all differénéeg’ 10’
andito:establishsidentical:rules for¢Béth-tha LEC8TaRd?CLCs LRI nVs
respect to- pricing and tariffingirequirements’ 'GTECY/al1igcigsy snoe
proposed-c¢hangessincludés elimiddtionrofrall asrvidedatagory2inlos
distinctions; removal.of allrdostistudy reéguiréments] ranobz1sggvssh
all LEGfearningsrlimitations) andreéripleteparity WithTERdCcLéd Avso
regarding the:filingrof:tariffsrand-tubndretind titied! add“prdsdaipds
for:making -ratei'changds; f<Thé 11sE of Prépodéed 'ehaingésin PLIdiAgyP2«
rules .as ioutlinéd .iniGTEC’selisting . (Exhibi€ 43, [A€€achiddd IR) 2&fdu
the differentes-between thecragulatsry ralésrfor ‘bROEVe¥8ddCcLds i
is-overlysbroad andrurijustifiedvat thidceimeoz1o 10 nMOLIsIoyon \IIH
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vt inn: Wefind itrappropriate;s Thowever; ito grahtothécnRog?s aidld
additional flexibility to:make effdctivé: customercspeadifiaio n idiw
contracts without :a, formal iICommigsidn redolution; ragcis [frdsdntiyon
required: under ;G0~96-A-and 'consistent:@ith:tHe: requt Yetdnts “6f Cetit's
Decision. . -Instead, .CACD will be authorized to!informally-apprové >
such .contracte,-or-to. provisionally:reject:themrand prepare ladisnoi
resolution :for those casesiwhere majorgmodificatidns?arehfeqﬁffédﬂﬁ
which;ﬁqgld;gQthyondicAGD!siminibtefialw£unctionTﬁJCACD 8hall: 4180
be aqthqpiaquto(dismisé(protqstd-to customer<gpedific ¢dhtragtg1ls
when appropriate. By removing the :formdl :resdlution (requirénelt;iva
LECs should be able to place customer-specifid dontracts iinedI? .4
effect several weeks sooner, thereby enhancingctheilgcsul .1
competLtizg;ﬁlgxibiliﬁy{mnCustomér+sﬁECific?dﬁhﬁfédfbfhiﬁl still be
subject - to’ the: regular -40<day.notice ‘period h1 We shallFaldo mMddifypo
the rule for LEG advancé notica of" Category<IIhratefdecfeabesfﬂb!“a
require only five-day, instead of 10-day, advance noticef Thig vpot
change will conform to the CLC notice requiremert ‘adopted! in D.9s-
07-054., v bnn wiltinod
ot - Bxcept :for:the specific:.changes we- -adopt heYein) we find
no b381s to, grant: any, . remaining charnges in pricing rules” for" thes 1t
LECs; at this: time. s Jt+is appropriateito:retain morée iflexiblé rulés’
for. the CILCs,in comparisonitd'.the; LECs! atsléast: for> therimmadiated
future, ,: Hhile{ the, additional-regulatory £f1léxibility will provide s
the;CLCs. certain.linited, competitive. advantages over>the LECs;dwe~:u
conqludga;haLLthgse>advantages.willnbe.counterbalaﬁced-byﬁthéJII“P)!
overall: markel, dominance:which: the; LECsiwill>continuerto> hai’.ré“i foroii
at leasgt.some.period;following:Mar¢h 315199671 Theimatkets {cderaznuy
domipance: of-the,LECs:justifiesiretentionioffthe: éxisting~ s Digtorfa
regulatory rules governing the LECs for the presentﬁtime.z HWeuifibsg
reserve the right to continue to monitor the progress of
competition within the industry and to revise the rules over time
as conditions warrant. '

While the LECs and CLCs will initially be subject to

"asymmetrical" requirements in various respects, we do not view
CBE L ofmim (PEOQ-VO0-2QLT VT
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this as,unhalanced.or unfair-regulationi-jcBegaudd watdre-dealing
with a changing marxket whichiwe: hdpe tormove towdrdithdtultimarét:be
goal -of -full.competition;citiwillcbé -challenging: tovordfs rvulesto?
which exactly -balance-theLRCs':and iCLCe' ioppdrianiEiasiandio c(upst
congtraintg ‘at any:;singlé:pointiin timé {thoughi thisoisidur-intéent s
Nonethelesg,; when, the disparitiesinmarket powdar betwéen the LECH"
and .CiCs are considered along with the:adopted rulés inlthé 6vérall
regulatory, equation, iwe:condlude ‘that-thé{tiles waputiihplace v
effective March 31,1996 -promote the:goalcofdverdll ‘régulatorys o
symmetry.-for,:theimmediate ifuturesds priversr v G‘B*I“OIQ““ nobs
P. CLC Pricing Policles in-ru-te~aiauy ij[q o3 ofds sd bluads a3
1. Introdugtionai-ardnn wiszrond roncon aXoww Iggaven l}ﬂ
4 il tae dn;D<Q5ﬁ01n054;ytheacpmmissionfrequifédtﬁeérfhgeﬂtdJ*@*OD
consider evidence:regarding -CLC :pricing.policles ‘and whether thérd=
would: be.harm to .consumers.-if. QLC ‘costs studies Wer& hot:ol nlur sdJ
requi;gq.ljgg@;og sonnvbs Yeh-0f o Desdent NeD-sviY wywino oficpor
¢ 2..i Parties' Positiong- <oiicir DI ol o3 aiotaod (fiw opiedo
Pacific and GTEC ' ~20-Y0
i : - Pacific believes that:formali'cogt ‘studies are ‘uhnecessary
in a. cpmpetlb1verenvlronment.),Pacifio;rhOWever,lis r¢oncerned 2that!
unreasonable; charges assessed! by a'' CLC-againsti Pacific’ would harmd!
its,customers.who:would, have:; to)pay:inflated: rates\> Padifit thustol
recommendg that CLCs with more:than. five: pertent: of! the hdtionrgrivt
presubscribediaccess linesi(eig.9v AT&T;: MCI,b ahd ' Sprint):should’ bl
required'to submitAminimalucostisﬁpportﬂto1CACD‘dembﬁétfaéindytﬁéﬁ”‘

reasonable;géPacific recoinmends thatuCLCs~sﬁbmitting?cOet~%upport 35
should be ableito:havéitheiroprices:becdheleffectiverdmmediatélyisch
pending-a CBCDtIeViewafq et ol 2270 43 paigoavop aslor yeods lopos
1g oifd rodincy of evaldios o Jifpit odl ovireasy
antvayr ol bas yrdeulot wdd akd3iw notldils oo
LInsSLRW ano;gxhnoa 26

01 susipdus ed wIleidiag [itw 2212 Brus 2031 sis ofdd
“wolv Joi ob v (aiosqaor euoldsy (i RIinoroiiupot “lonitdenugant

17 D.55-07-054, miméo, p. 34.
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Kt it Pacifigcand QTEG iboth:recommend:that LRCscshould bel iiad.
allowed;the -same xules:for timjngiof -pricecchangesjinew:product ({ay
introdugtions,, contractg;and;othexrproduct:andipricing ar .o7ivios
requirements as will be allowed cLcs. 18 For example,/ if:CQLCd are
allowed ;to .makeiminor rate increases within five 'days, :the LECs
believe.they:should:be allowed the:same rightjiand: if.'CLCs tare not:1
requirved-to submit reports tracking the:revenues and:costs ‘of ol =i
contraats; the LECs state they should:not chave:tos'either. /o Thesl1o
LECs  axgue -that .agsymmetric regulation:is not ih. the publi¢: interest:
becausge, -1t :handicapsg the :noxmal.:functioning of :the market :throughis
artificial. government ‘intervention,:xesulting:in-lower :¢conomid et
efficiency..and fewer consumex;:benefits: ji[roD st aayprn ,OVianIdNs
Citizens i bivew nofdnlupst [sinoldibbs 163 2svelilsd soildtlsod ol
iroicao A8 a genperal:prinoiple, Citizens kelieves:thatr Commissionm
rulesg, governing .new .entrants: should berag.minimal :as:possiblei (upos
Following this principle, Citizens recommends that CLCs not be yitino
required te‘filo costj studies..in. order- to offeria gervice.
Clt1zens v;ews ‘cost: studies: as_a:barrieyr;toientry andznobn]UBtifled‘
by the CLCscxlack“oﬁ market power.:;-Instead,: Qitizens!récommendstlib
qulredttpijustifyitheirzprlces Af ar complaint11s 270D
filed‘&ha_rg_l.ngstheE.QLOmith, below cost: pricing.1o noijouborsnt ol idw
Coalition L2t Bas 2021 o tod
The Coalition opposeés any cost study requirement being Afid
imposed, on; the:CLCs, while -it-supportis:such a,requirementifor the
LECs., :The Coalition believes:that: stricter;regulation ofsthe>LECs (I
is justified:by.the.many: competitive:-adyantages: enjoyed:bysthe, LECs«
such ass :; LEC; customers.retain their existing: telephone numbersivisa
without charge; it;costs less for:LECsitoiretain: their(customers:Diu.t,
s ASE L 3odxen epanidoxs feool oda 1o sonsaisob bounidnod feldd
Litibeerst aelut tasytun ol vd obids bluoda 2DXX =24d Inil3 asovailsd

18 GTEC.would{abandon.the,current: Cp_stf studys requirements fort SR A
LECs on g ice flopr are @E roved n t e OgNAD proceeping “
prllelg?fl ¥ib111ey &5tabli'shed té6t's c&B3’ mdved' frbm’(‘:ategér{r 122

to Category II. .eadnt
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than for CLCs:obtain customers;:LECs! ‘ability €670ff8r-1¥ intralATA
toll service)-and:LECs ‘can-dffer ubiquitous ifacflitieg:bagedh~wol fn
service, an important feature for- largé business 'Gustomiers ‘with 1 il
mulbiplemlocatiorfs‘. s I Ca ! at Lot bewod s od I1iw ne nisooosiupon
w4l :The Coalition alsdfstatesithaﬁ CLC# sh&uld:beé subjést o
fewer regulationsithan LECs because' the'CLCs lack markKet ‘yowér “ir 2«
the local rexchange service market;:’ahd the market Will' ther&fora T
effectively discipline :their béhaviory>:For ‘exampléd,! the Céalitisn™
statesa CLO.cannot: obtain custoniers 'unlesg iits rates ravre <1owWer 229!
and/or-its service is better.thanithe:LEC!s »il.Thus, Commiggioniradad
regulation-is unnecessary torensure that' CLCd! Yateés-aye not»i1i3ts
excessive, argues the Coalition.ii'Because ‘CLCs laek mivKet powey,llo
the Coalition believes that additional regulation would {mpoges L1in
costs: withoub:any. offsetting public policy benefite)y rSywimetrical
regulation ‘between LECs! and: CLCs /Would: thuy o¥eate R ibarrisrite3fuv:
entry. «f Joa w0AY Jidl sbhoaeT oved raav i3I Joflqioni g nids patwollod
Finally, the CoalitioY-states tHat''the different’ rulesd ot
for. LECs: and: CLCs, ;hough*appropriéte.aafe‘nobisigniflcanblynﬁNI’13
different . . Rate:incréases,” except those defined as' minor £6r the vd
CLCs,:aré: effective on 30> days's notice’ for both  LEC&>and"CLCaY}? 1adl
while introduction of. new services requirés' 40 days’’ rotice forvof il
both LECs and CLCs. noidilond
DRA viiic i ticsstianpzr yhinis Jeon ain wom. o gortileay ont .
=11 101 DRA* recommends allowing maximiin prifing ' flexibility foydt
the: CLCs;?and reguiring: CLCs>to! fileltariffs’ that’clearly state thél
ratés,- chardesy¢terms;and: conditions! forrallrldcal’ exéhange’ J20( 21
servicesithe CLC&ipYovide.:i2DRA recdmmehdsragainst!grantlihg the fAous
LECs:regulatory’ parity:with>thé)CLCs>due” to what DRA sees ds thyldiv
LECs' continued dominance of thé local exchange market. DRA thus
believes that the LECs should abide by the current rules regarding

LEC raté changes’u costy smdiésp imputationid eétablishihgﬁ newiio 80~

165 it 22291 uﬁ” 0 1% 4 rﬁv01%ﬁ 9165 /1Goil so 'y no a2l
sexvi¢és, and Teyis arlfted, verns dna. conditions, othet than oiy
rates. B (xogajs) o1
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i~ 3eg-Disoussionsszia i Ifvusr Dliron weois paitdey Judsdelanooni
igfm;HQUQegline;to,dmposeAqnftheuCLcs*COSbHetﬁdy‘féﬁ&ifgkéhig“’

or regtrictions.on the abilityi to 'buhdlée’ interLATA® ahd Tompetit fye
local: exghangq isexvice.;s.Consistent with olr findinge 4#irv> D701 Yiov
Sectiop 1V,A above, thatsthe. LECs: retain dominht{harkats powei!l i im
do not, believeithe.CLCs: haveithe:power 'to:éngage' dn ahtitompetitivd’
pricing, ,-Accordingly,::it would be>an'linnecessary: tbnsttaiht? 6n!that
competitive marketplace to impose such restrictionsgiso® bac [Tid 1ol

piE tet wird e iat pafeu 1add oupes teddyul aDRT adi

IR PV
St om0 <1 Ve RabtingoArea. Considtency o lvuo esisbaior (i
e, naJdusidsnos deidw 1o soaoifoarxa Yo santed vatbasidassbme nn oved
A.‘hlntrgduction:s 21t bowolls ssow 202 deso 31 [ LIsd [[o3 1o [suof
eii 4 1{nAD Di954075054, theisCommissidn:ordéredeclosntdlésntdeh €87
the ;LECg{ existing:NXX-ratingiareas andimethodolegy diforignasy s
interim period-pending.évidentiaxy!hea®ingsronvtte216ng-eermed blicw
resolution of CLC rating area designation!29- The ang Ralidgrof it i¥em
August 18, 1995; directed partiés toraddredgs=in:the{¥ Plidde II
testimony ;whether :the:CLCs should berreduired to eonformitd (s 107115
establishgdggahiqgiateas. o bacde leaol fan won Yo Jurragolsven o4
B. Parties%:Pos{bionﬁ o3l ih ary of oI vniwol s Jedt Dorresnoo

Pacifio.and . GTRCG;1i-5s% .sxcowion (1€-3 ofd Yo yiiltdoilor ol wtoawt

siei Pacificgand GTEC .récommend-that CLCs P& required (td' yge a0

existing NXX rating areas to rate and bill calls'until-1ong-teym ¥ 1o
emented.!s:The -LECs :argile: thati‘the use of-

swed Lnoblagsdke A oiscaleode e wunadaioaos

i a¥ngcg ol st botnaafanan naval fad

13 A rate center is a physical point within an exchange, such as
a post office building, from which distance to another exchange is
measured in airline miles to identity whether a particular call
will be billed ag :a,long;distance;s.tollj>or ilocal callil b Edeh® YatelS
center s vartijcal; and horizontali (V&H) geographicals¢oordinatesrareti
US?Q;FQXQﬁIQQlﬁkQnaiﬁlinejmlleageVﬁ;ThissméthodﬂbflfatiﬁgﬂtallgﬁigDHd
used throughout; the: Uniteéd Statedviinorg ydotody \badraimnisd yIinuins

czbaed fod\fsuof adi dilw sonebiroonos nt {([so o2 poiflid

20 D.95-07-054, p. 30.




inconsistent rating areas could result in misratedcand vif'sbifled
ca}}p,%},hqhg;LﬁQBAaIQACOncerned'that.the;Misrated'éallé*%ould
have, the largast. effect; on the:LECs’t high volune' dustomers)i thet
very LEC cusgtomers :that the .CLCs would target.v TH "a'"tldil:-'i'di'i'}xf’thré'f":’!
misbilling caused by:.the ude of:disparate ratebreus tould nipaio?
thgfgpmmgqgjoanAabil}ty:tofdetermineiwhabVéoﬁbéhshtioﬁ”mkchénlﬁh‘ﬁ‘
is;appropriate.aftey:the.conclusioniof: the dhe-yeariiinte¥im patridd'
for bill and keep,:~i:oicinat dousn cocgai ot enslgiedes ovidiiIsghou
The LECs further argue that using existing rating areas
will minimize customep,confusion.roAtcording to’the LECs, customers
have an understanding borne of experience of what constitutes a
local or toll call. If each CLC were allowed its owm>kAtiWgtarda, A
the designation-of-arcallias:lécal~oritoll wbdilldidhifigé dich time a
call was.placed®fo.aicustomeriof a-différéntrcirtieritothe rasdit=i’
would be, gustomers-having:difficultycin khéwing whethek >Ehay Hréodnt
making;.ag;.l.Qqal or:toll chil vortonoieabh g pirlsny M0 to noidulonsy
!1—thQtLEGQ:arQUeathatbinconsiétenb rating threas®would resh
affect all carriers nationally-and should bé 'undertakén<onlyaftei -
the development of new national standards. -Pinally; pPacifiéridricino
concerned that allowing CLCs to use different ratingrafeas~dould -
impair the reliability of the E-911 network. Pacifid”doed!imot Llinnd
oppqu;mgdifyingﬁz-911gtO'copelwith4differéﬂﬁ?fétihgfﬁféég, but
only__a,f,t_ex;_,-‘_caare ¢ cf oneodae wirbdey XXM prileixs
1o unt -Pacific acknowledgesthat fa vequirenient for Yating ar&s’ i
consistency may accelerate NPA exhaustion. However, Pacific
believes accelerated number exhaust is preferable to thousands of

- (; ]’." -

“if f{'“‘!'i =3y ;ff"" PRACTEE 1 TR | 'i 'f).f'-‘: RES i()-».} i f.\'_)i- C’.‘-,'fi’:l Fx i3 E 133970 alng d’i

12 Fidr N -T2 b RPN : A - F v - - . ” g e
L ,:' faraiy R ) "_"sﬂ’ doie ¢ J o @onsiarb f}’.}li]‘.’: [EMEN O § ,i:‘;’}.{i) L rir ':}.)L.ti\) Jra-)‘; 13
s qr‘. [JRR R Gk - "_::

fian snfunideng 6 fodtodw yiidasbi o3 aolim oullsis €1J. b::«'su;a,;.
21, Misrated calls could occuri.where: QLC’s> NXX’> codes® bofilid o [fiw

e A

inconsistently. span; saveral> of the’ LEQfsirating fayeas)” clifsiny the!o?
LEC; to, be, unable:to: determine: ifi- which: ofiiitst Yatiing dre4s - the> cal 1>V
actually terminated, thereby precluding; the>LEQ:ifroh! correstlyil bray
billing the call in accordance with its local/toll bands. .
: L0E g Jb20-Y0-2e.d 0%
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migrated cal}e(pefqday?quacificfdddS'ﬁhat‘itswrééommehdatiaﬁWonJU
consistent rating -areas jis’ meant:.to:facilitite ocali:competition *XH
and -thus ;the costscaused by: thé'Khéelerdﬂdd~NPA“ékhaU§bﬂbhou1d be*?
shared. by -the industky. saIn- -all,rPacdific estimhtes'that. {4¢* H#il11 67
1ncuru$70xmr1110h2 rof 'additional> costis for: dccelerated NPA! oiveon
exhaust( due to rlocalicompetitioh. 00 Pacifit ‘asks 'for!authority vo21d
track these costs using:& balanoifig> accébunt mechanism; ‘and to&ibsmai
recoveri'these costé;throughraksurchérge'on‘all‘telebbmmnﬁidabioﬁywr>
end-udersg.- duidy afmn XXM 10 donl 5 of aub edodyem In xo omon jo
GTEC states that a.vsuper:rate cdenterntalternitive aptonsd
proposed bybthe>Coalibion>18:aipossible‘compromiseiapproéch. A
superrrate?center;results;frbmaCOMbininyzeeVéraljcOﬁtighoBBiﬁTﬂlﬂ?ﬂﬁ’
incumbent’ LEC: exchange areas®. (each‘rwfth';itSIo&bﬁirht"ef'cent'eﬂdi‘ﬂt’o”'ﬁﬂ
single:CLO: rate, t&nter. 1 GTEC/findsithatsyperirates scenters iwbildsod
reduce, butﬁnotieliminaté} the number-exhalst préblem drimisratingi
problems: =¥Xit 2p ywlns aada aesdugi pitnuizes N0 oxawtl Boabasrnonsy
Citizensii- < ci; Yo foisrenils ot ol vsesgrol o od oradd dod) bne
i-Citizens;ssupports-all:ecarriers/béing requifed’toiuse-theoo
sameiNXXératingzareé§>a§1a1réady:eétéblishediforitheﬂiﬁcumbeﬂﬁﬂfﬁﬁﬁq
LECs. Without rating area consistency, Citizens believes>theféf =il
will:becustomer:confusiony fInvadditionjrcitizénslstatedithat
inconsistent-irating:areas:will cauée-carriérs nationally toxiricyiad
experienceéiserioustechnical-problems 1in identifying/ €ransporeingpd
andfpric¢ing-callsi -Citizens:does=not-béligVé that Acréquirément fani
foriconsistent ratifigsareas shéuldiréstrictidarriers from= LilE fexain
develéping:differentﬁcallingIareaéJtowaccommﬁdateTchUOMér?ﬁ€ed?andd
demandys . patdiori L crofdrol (B0 afpuoas ton 2010 bozed-anidiliosd
Coalitionizes [fns on od [{iw oexls (yilenid  Lexenoinus bainoils Yo
~iitatini The Cdali&ibn&oppdsesibhélreduirementCGEVCOnéiateﬁtﬁféféﬁq
centere3sincg1itnwou1d1exacérbéte}the?dlready:éariousiﬁrdblemVéf .1
- Lanpn add aisnor [Liw (nofinnol
Jnenssiies 19 IAD-00 B Hrcds boniodinoon 2i notdifocoD o7
22:dBxhibit 2242 ") 46in10YileD Yo Jonsfodul 244 bus 2iliosd moowisd
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statewide number:exhaust, and would -force ‘each:CLO:to:open 4 :uniqie
NXX in every.existing LBC rate.centex.in: which the CLC .offergalaro
seryice. . Given that. Pacific .and OTEC togetherihave more:thanib59
rate centers,iafich. CLC: providing seryvice .throughout:the twoLECs %l
service territorjes would need:to obtain at.:least 559 VXX numbex itk
blocks‘gotalingsmgreathan:5;599;OOOJtelephonernumberhfncauéingxfﬁdxa
immediate and widespread number. exhausti.-« The.Coalition: is ot Norts

of some or all markets due to a lack of NXX codes, which woﬁld:J»hnﬁ,” .

benefit the;LECs)but -impede competition.. 151 2903s3= LHIO ,

& .dThecCoalitioncis. contcérned;thatt as> nuinber> exhaugt hozoqog
accelerates,duesto,thecuse:of iconsistentrYate’ centers}: solutions-to:
the,problem;could; further: impéde: competition: sAs: &n:exampléjo the i
Coalition:cites:a CACD  report-dated:November 9551995,5 regarding’unia
number,.exhaust forithe 310.area:code: ~In theirixreporb;iCACD .o ibos
recommends a freeze on assigning numbers when only 48 NXXs remain;iq
and that there be a lottery for the allocation of the remaining:iJ}i®
codes.:.-The;Coalition believes the frééze:and:lottery.could
preclude ney.entrants,fromiobtaining;NXXsfand;offering:serviceiinna
the 310:areasvailcd anosi 11D Yoncisi2mes wo1s DtLIe oo il adil

11 :TheiCoalitionstatesithatrcall misrating is:a minor:dndf i
temporary-prQblem-that willbe:solved byitrue>localinumbér:i.icansat
pQrtability~ (LNP) i Accordingito thd:Coalition,;spriorito:the oivzaxo
implementationiof true LNP; (few’customers:willibe impacted byicallaur
misrating singe competitioniwillbe(slow to-develop andithere willo?
be .few: CLC,customersy:i Moreover, :the:call-misdratingappliesronlysto®
facilities-based CLCs, not resale CLCs, further limiting the numberdH
of affected customers. Finally, there will be no call ratingiltfron
problem :forathe-customers-ofufacilitiessbaged CLCS{whd usé interim
LNP 8incetheir.telephonérnumberd: (andithusxtheirorating cénterozas>
location} will remain the same. 7
The Coalition is concerned about a coé-carrier agreemeﬂt

between Pacific and MFS Intelenet of California’(MES)SS Undér<Ehevs”

i
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agreement,  MFS-would obtain-at¥nod:chairgera uiquelNXXuin~everyobic
pacifig. Belljrate:center area that MFS offersigqrvicevooThens (oque
Coalition isicongerned thetagreemehtywsuld exacerbate-theérnimberjio
exhaust problem by requiring MFS to obtain full blocks of 10;Q00:2h
numbers even: where(MFS had noineed for :so many ndmbers s« and would
discriminate.in-favor (ofcMFS by providing:MFSiwith<NXXsrabt noi=d =i
charge while all- other CLCs:are:charged té'openinewscddespoinniriad
a0t g1 Toareduce ithecproblemsvassodiatédiwith uding.indonsigtent
rate (centers; i the:Coalition-recommeridsrthe: Cofimigsidn adoptithe has
propOaaluanTCGxto;modif?}thesTefmiﬁatinggpdiﬁtzMaeEeD {(TPM) 3 st
Currently, -toirateidrcall;:all«carriersiuse ainatidonal~file’called
thg;TEMglwhichtidentiﬁies@thetrate;Center~to:whiohgaﬁpafticplarﬁdxs
NPA-NXX:number iis:-assignédoo TOG's.proposalmﬂohld modify the TPMigo
it :couldyrecognizethat a-particular 'NXXrhds\beenrassigned:to-a et
CLC. Once the TPM has recognized that-'a-partidular NXX wadsev rdoirdw
assigned toia CLC,isthe:rating. system:would lookK .tcra sepaxate file
in Qrder:toﬁproperly'rateftheacallvctTCGfbélieVes;its préposal:camd
be implemented ﬁairlygeasily.with'little;céstlxyThe*Coalitionfnbtes’

that several facilities-based 1ECs,,  including AT&T,:MCIyiand civolls

Sprint,..would be ‘as -impacted by TCG!siproposal.as :the |LECsy yet: oD
these IRCs  are willing to pursue iti furtherio The Coalition i) hluox
therefore recommepnds that.if ;the .Commission feels éompelled to 't 27

TCG's: proposal-and. move.;forward with-an ekamination and!? ni “a3tedo .

implementation of:.the. techhical-details associateéd with:itsix?tiino?
adoption via workshops. -- v sabiifent sdr ¢lieai™l  aacoosens all
~3 -._:The Coalition recommends:that: tlie -Commission  consider 2:7¥D
implementing "super raté. centers"<in/ the :s8hort-termi:to: minimizeizsss
possible call:misrating. o:Under: this' approachy, CLCs.would obtain an
Nxxpgqyering‘g?numbex:oflcurrehtsLEC>exchangé:area86):Theznumberkofi
LECtgthanges;subpumpdrbyna\GLCapuperfratexceth;;cauld%bé;iogqa 101
calibrated to make the number as small as possible while :aVoidiny -H
number exhaust. This calibration could vary by geographic area in




order-;to:accéuntzsforpthe_varying')risksfof'mﬁrhbe’rféxhail’éﬁ.\J-'Tﬁé“f"i’!’L
super rated.centex.approachiwoild 6nly need totbesinlefféétIuntil cd
either - TCG’d :solutiion:is déployad;-or:iuntilfpermanent LN isi2t{noy
deployedi i oizofd [Iud atnzdo ot 29 puabctup st oyl s fdosg sopedxo
tces foDuring ithe period:that the TCG prdpdsilctomodify thae TPM
is being evaluated  ‘and: testedj ithe: Cqalition recommendscthat: thezih
Commission:address: possible custorer-confQsion:through cuistomerssidH
notification.v:The Coalitionibelieves:-that:providing infédrmation
and arlist:6f tlocal-NXXs®:iincthe- form:of-dirdetdry:'guides;/rbillnt
inserts,/tand other'mailings:would:betianreffic¢ient-and>inexpdnaiveq
méars (of :préventing customer:confusiond/rand iwouldravoid the Mumbsr?
exhaust:producing reéquirement:that CLCs:obtain iNXXs [in-évery it ing
centexr where they hdve:customers. ='Thé CoAdlitionrbelisvestthaE-Adl
customers iwould quicklylearn from: experiencefijust ‘ag-thayfdeocrniow/
which calls are lodal‘and:which:aré notgosar aed WiT ody aond 04D
't1 o3sThe Coalition bélieves:the:LECs have:caused customériin=as
confusion due, to ‘inaccurate:information:the LECsS have disseminated i
to their customers yegarding how ‘calls are currently rated.  To'! i
alleviate: :the ‘¢ustomericonfusion, :the Coalition askKs ithat the 14
Commission require Pacdific.and GTEQ to makeia spéciali mailing  that2
would (1):-appriseé: customers' ofi'the correckt manner in which'éallg iz
are rated,” (2); advige customers. that:ih ‘order: to iknow wheéther: "o
callvis.-local,; :Z2UM, oY -tolllithe icustomers mustirefer to the HFNXX:Dn
charts" in tleir .phone: books .or ito the :#detachablé card™ thaty thé" 1
Coalition: recommerids'.that::Pacific gshould ‘be oxdeYed ‘to provide toint
its customers. Pinally, the Coalition recommendd that: Pacifid ands
GTEC bed:required to prévide' ihformation:for: gustomers’ ol how to
reach  carriers: when' callsi:have! been misvated.tct rogua® pif bisos oot
s nislddoTheCoalitioni'states: that! thd iuse ofi-ihconsistent Yatezocu
centers:can-be done\withput?harthb;bhe“E=9I1vsystem‘by!affangingﬁﬁf
for specialf trunking: where> nhecessary 'té assukd propar. routing of D31

B-911'calls.»fif oldizncy as (lenz as todaun osdl o¥es 03 hadstdiiss

i1l sots otdgstrosp vl yiev bluoo noifdstdifins 2idd . seusdxs 1odmun
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.00t TheCoalition: is opposed .to Pacifid’s :refuest! foxr .bosncgo
authority -to recover, costs.-foriaccelératedi NPAl exhaust A0 Thetimuaza
Coalition beligqves' .that: accelerated: NPA exhaust ig due> mostlyito vow
thesLBCs}iﬁsistence1that<CLCsLuse;cousistéhﬁvratiﬁg areas;o and:that
thoy. should: therefore be.the parties .tolbear:bhe copts: for asbond NXi
accelerategd NPA ‘exliaustis The:Coalition also:rbelieves’ that thetinoess
costs for: area: code splits:are:partrof the) LECs! ongding: costs ofz:uo
businegs.under NRF,»and that Pacific:has:never before:réceivedruaron
Z-factor. treatment -foricosts. to: split:arearcodes:nun snadl prihvisvot
DRA i tr¢ Yo wyoiklog o wpinchaada to edongai xamodaus aviispon odd

DRA. recommends that,the Commission. require;CLCs:toimatchesa
the LEC8s' existing rate centers. DRA believes that such a{policy.ioon
will. reduce: customer: and:carrier:confusion-about>theléeal or toll
nature: of:a particular:call.: >DRA doubts:thatouseiof,consistenta2iiss
ratescenter83wLyL>substautia}ly}inbréase(ﬁumbéieexhaustGOVérethbajﬁx
next. few years -since DRA*believes;thaticompetitioniwillabe:8lowitosn
develop.:; DRA>states: that" implementing true inumber portability willw
ultimately.eliminate the necessity.of matching LECiand-CLC:irate o=ni{s
centers;::Until,then,~DRA finds the proposals to modify./the:TPMloryd
use super rate centers to be infeasible sinceéithe {propdsals:iaref todh
vague or)suffer;from-otherx.:defectdé: oh.riy tefdi shulapos U

v ¢ 1,0 DRAI recotmends - that-CLCs bezalléwed tortofferldocali t=dtio
calling areas;that-e@ual:oriexcéeditheisize of:thé LECs'D12-milerq}
local-c¢alling: area,:but sthat CLCsishould not be:-permittéd-to:‘offeraw
localzcallingiareasismaller;than~tﬁé:LECS' local:¢allingsareas{ciavo
DRA believes that::therability of:CLCs:to:offer lardger:local calling=
areas may enable:them,to-gain-loctalmarketcsharejandvtherebyen o oty
genérate. some:of the.consumer-benefitsthat localcexchange viririvoposs
competition is[expected:toiprovides bhlrow wisiodaun ovaca yodd fdoirw
C. Discussi(‘).n‘:o‘sg a3 Fididmme Pae nolieusdxe asduorn o goidpeeionos

I dWe:regognizeithatinurbersexhausbioniig asseriouszcéncernyi
and-that requiring-CLCs;;to obtain ajseparateiNXXicode inse€achu.ratee:
center could signficantly increase>thes>humber{of«NXX.codesstozbeains
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opened. Pacificihas 449 Yrate' cehters-yhile GTEC hasovel 100.
Assuming: CLCs are.to: be!tHarged: for. NXX - code:ropenings,r the wesulb!in
would: be” {ncreaded: costs:for .CLCd: to enter - new kating areasvor: to ol
be foreclosed.or delayed from entry:into’ certain areas if:ho morel?
NXX codes were:availablerwithin a rating: areal ~Arothel: degative =i
xesult> 6f actelerated number exhaustion:is tharadded /¢obte andriavon
customer:disruption resulting from morenfrefuent NPA  reliefivl z3zon
measures- such: agrared codetsplite.iiYet,l whilerwe t&hain: concernedri
regarding these consequences;rwe’ must>weigh> these problems! against X
the negative customer impacts of abandoning our policy of rating Afd
aréaiconsistency, ({.e¢,mmisrating of!calls and:-custome¥id
confusfon}s o tiuds povetlod A0 Latolnod adng Oiti Jalxa ‘20! ofd
fft o Althéughlicustédmersimay:notrall¢precisely: understand: hoW' iv
callstare-rated,ltheysgénérally :havé some! engesof which callsraréd o
ratedias:localiurImmedidtelyreliminating: anys CLO/reqhirenents torins
match.existingi ratingiareas -withéut:appropriatd consumenr: educatisonra
would likely-lead to’customer confusion:andimisrating:ofi¢alls:icwed
also agree that-:thesé negative impaéts:would: be experiencedi chieflisr
by :the :incumbent’ LRCs$- cistomerg and could ¢réate d!competitivertinss
disadvantage=for:theiLECs::: sldinoalil «d o ~ronue 5ist ragqua szu
We conclude that under theé:rating:drea  prdposals:ofs cupsv
either the: LECs-ok the Coalition/ thére’sis 'some:risk ofinégative
impacts, -and'no’dolutidn can:beiabsolutely problem:fréeiss e mubtss
weighithesebimpactsiand ddopbl/a:solutidn’that!rdsults-inithésleastol
overall:negativéfefféctsi 'On2bBaldnce;iwe:cdbh