ALJ/TRP/iac Mailed 12/17/98
Decision 98-12-044 December 17, 1998

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemakmg onthe _
Commission’s Own Motion into Compehhon Rulemaking 95-04-043
for Local Exchange Servm: (Filed April 26, 1995)

Order Inshlutmg Inveshgahf:m on the
Commission’s Own Motion into Compehhon Im'eshgahon 95-04 044 7
for Local Exchange Seere ~ (Filed Apnl 26, 1995)

O_P-INION

Introduction _
In today’s order, we adopt end-user surcharges to implement the modnfied

cost recovery approach for the provnston of service-provider interim number
portability (INP). This conforms to the rules promulgated by the Federal
Communications Commission (FCC), as adopted by this Commission in Decision
(D.) 97-10-029. In D.98-01-066, we directed carriers to provide the requisite data
to implement the modified approach to INP cost recovery adoptéd in
D.97-10-029, as part of our ongoing progrant to promote the development of a
competitive local exchange market. We have made the requisite calculations
based on the data submitted by carriers, and have accordingly determined the

appropriate end-user surcharges, as adopted below.

Cost Recovery of INP on a Competitively Neutral Basis

Background
In our initial rules for local exchange service competition applicable to the

service tefritories of Pacific Bell (Pacifié) and GTE Californla Incorporated
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(GTEC), we determined that service-provider INP should be implemented.
Service-provider INP grants competitive local carriers (CLCs) the ability to offer
prospective retail customers the opportunity to retain the use of their existing
telephone numbers when changing s‘er'\_'i_cé providers. This ability facilitates the
development of a competitive market.

In D.96-01-052, we authorized INP as an interim measure until permanent

number portability could be implemented. We adopted wholesale rates for

Pacifi¢’s Directory Number Call Forwarding (DNCF) service and GTEC's Service

Provider Number Portability service (SPNP). DNCEF is Pacific’s designation and
SPNP is GTEC’s designation for an INP wholesale service to CLCs based on the
end-office-switch functionality that is also used to provide retail Remote Call
Forwarding (RCF) service. Pacific’s and GTEC’s tariffs placed the entire charge
for INP directly on those CLCs whose ¢ustomers port their telephone numbers.
Subsequent to the issuance of D.96-04-052, the FCC, in conformance with
. the 1996 Telecommunications Act (Act), adopted guidelines that the states must
follow in authorizing cost recovery for currently available number-portability

methods.”
Specifically, Section 252(c) of the Act states that:
The cost of establishing. .number portability shall be borne by all

telecomminmications carriers on a compelitively neutral basis as
determined by the [FCC].

! Initial Local Competition Rules D.95-07-054 (Initial Rules), Appendix A, p. 1, in the
Competition Rulemaking (R.) 95-04-043 and Investigation (L) 95-04-044.

? In the Matter of Telephone Number Portability, CC Docket No. 95-116, First Report
and Order And Further Notice Of Proposed Rulemaking, released July 2,1996.
(Portability Order.)
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The FCC concluded that Section 251(c)(2) of the 1996 Act mandates a
departure from general cost-causation principles, wheréby the purchaser of a
service must pay for the cost of pro?fdhig the service. The FCC expressly ruled
that: |

“With respect to number portability, Congiess has directed that
we depart from cost causation principles if necessary in order to
adopt a competltlve neutral’ standard, because number
portability is a network function that is requlred for a carrier to
compete with the carrier thatis already serving a customer.
Depending on the technology used, to price number portability

on a cost causative basis could defeat the purpose for which it
was mandated.” (Portablllty Order, at § 131.)

The FCC ruled that any cost-recovery mechanism that requires new
entrants to bear all of the costs of portability does not comply with Section 252(e)
of the 1996 Act. Portability Order, at § 138 (“imposing the full incremental cost -
of number portability solely on new entrants would ¢ontravene the statutory
" mandate that all carriers share the cost of number portability”).

In D.97-10-029, we concluded that the most acceptable method under the
Portability Order for recovery of INP costs was for each carrier to share in the
recovery of INP costs based on the ratio of the carrier’s active end-user telephone
numbets to the total number of active telephone numbers in the service arca. We
concluded that this method best meets the FCC’s test of competitive neutrality
since the INP cost burden would not be borne solely by carriers that port
numbers, Instead, each faciliticsbased LEC and CLC that utilizes the network

would be allowed to bill end-users for recovery of INP costs in proportion to the

total quantity of telephone numbers they each serve.
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We further modified D.96—04-052 with respect to the methodology used to .
determine the cost of INP. Tn 1.96-04-052, we had used direct embedded cost
(DEC) as the basis for setting INP rates, noting that INP cost studies based on
Total Service Long-Run Incremental Cost (ISLRIC) had not yet been completed.
HoWever‘, the FCC Portability Order requires that the costs of INP be recovered
on an incremental basis. Moreover, in D.96-08-021 in the Open Access Network
Architecture and Development (OANAD) pr'oéeeding (R.93-04-003), we
approved TSLRIC studies for the INP services offered by Pacific and GTEC. For

Pacific, we specifically approved a TSLRIC study of DNCF service. We also
adopted ISLRIC for direct inward dialing (DID)-based INP subject to further
refinement pending the outcome of workshops held pursuant to D.96-04-052 to

address more co’mpr‘ehe_nsive means of providing DID-based INP. Finally, we
approved TSLRIC for GTEC’s SPNP service, but deferred ruling on GTEC’s
proposal to use retail DID as a proxy for DID-based INP.

Below, we determine an end-usér surcharge intended to recover the
TSLRIC’ of INP. As directed in D.98-04-066, we have also included an allowance
for shared and common costs for INP services within Pacific’s territory of 16%
and within GTEC’s territory of 22%. These percentages reflect allowances
specifib to Pacific and GTEC which were in the record in their respective
interconnection arbitrations. While the OANAD proceeding shall determine on a
permanent bais what the shared and common cost allowance should be, we

previously concluded that, for interim purposes, the allowances developed in

* As noted in D.98-04-066, for GTEC, such costs will be based on the TSLRIC for INP
that were filed in Advice Letter (AL) 8236 as modified by the Commission’s resolution
of Advice Letter 8236. We make no final judgment herein on the reasonableness of
GTEC’s TSLRIC for INP, but use its reported costs merely as an interim value, subject to
later teue up.
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arbitration proceedings regarding costs for Pacific and GTEC provide an
acceptable result, subject to a true-up.*

In D.96-08-021, our adopted TSLRIC figures for INP assumed only carriérs
actually porting a number would pay for the cost of INP in proportion to the
numbers they port. Under the revised calculation performed according to
D.97-10-029, the aggrégate pool of TSLRIC and shared and common costs for INP
is allocated among all active telephone numbers assigned to the end-user
customers of facilities-based CLCs, Pacific and GTEC. The need for recovery of
INP rates within the service territories of Roseville and Citizens Telephone
Companies shall be addressed in a subsequent order. |

Pursuant to D.98-04-066, we have ¢ollected the following data from
certificated carriers: (1) the total quantity of end-user telephone numbers in
service as of December 31, 1997, for eéach c’arfier, (2) the total quantity of ported
numbers, and (3) the total pool of costs oh a TSLRIC basis for all INP activity
performed based on the total quantity of ported numbers which are subject to
allocation. We derive an INP end-user-surcharge by dividing the total pool of
INP costs for all ported numbers by the total quantity of active end-user
telephone numbers® as of December 31, 1997, As we noted in D.98-04-066, once
final incremental costs and shared-and-common c¢ost elements are determined in

the OANAD proceeding, we shall authorize a true-up of the applicable INP costs.

* We take official nolice of the decision of the United States District Court for the
Notthern District of California dated September 29, 1998, re: MCI Telecommunications
Corporation, et al., vs. Pacific Bell, et al. (No. C 97-0670 S1). In this decision, the court
granted MCF's motion for sumnary judgment to review the Commission’s
determination adopting a 16% adder for shared and common costs in the MCI/Pacific
Bell arbitration. Notwithstanding the court’s decision, we shall apply the 16% adder for
the limited purpose of the instant order since the interim surcharge is subject to true up.

* Active lines include those which are resold to other carriers in accordance with
D.98-04-066.
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We shall issue a subsequent order establishing procedures to implement
the tr‘ue~up'of previously'l')'i'lled INP tariff charges once a final INP surcharge is
 established based upon the outcome of the OANAD proceeding. The INP
surcharge we adopt in tod:iy‘s order Is interim only, and subject to the final
prlces ulhmately adopted in the OANAD proceeding. The interim INP end-user
surcharge istobe apphed prospechvely in heu of the prevnously approved INP

tariff charges billed between carrlers ' ) D
* Based upon the submitted data of éarrlers, ﬁled under seal, we ha\'e
separately computed the followmg interim INP surcharge for carriers operatmg

“within the service temtones of Pacnf:c and GTEC, reSpectNely

Denvahon of Surcharge wrthm the Pac:fnc and GTEC Servnce Temtow -

Line No B Pac:fic N GTEC -~ BN . Item -
1- $0.84 $2.24 TSLRIC per ported number per
L - 1 g -~ month | .
2. 13,396 940 Total ported numbers for all camer’s
3 :

11,25264 210560  TSLRIC for all ported numbers

R ~ (Ln.1'Ln.2)
- 18,244,078 14,455,059 - Total Active Telephone Lmes -

$0.000617 = $0.000473  TSLRIC per Active Line (Ln 3/Ln 4)

1.16 1.22 Shared and Common Cost Markup
, - PBactor K
$0.000716 $0.000577  Total INP Surcharge (monthly basis)
(Ln 5Ln.6)

Because of the large number of aclwe lmes in relation to the costs of
porting numbers, the resulting unit surcharge per line is significantly less than
one ¢ent per line, evenon an annualized basis. Since one cent is the smallest

“monetary denomination that can be collected from customers, we shall permit
carriers to impose on end-users a one-cent-per line-per-year charge for the costs
of INP. Each carrier, including the 1LECs, shall be given fh_e discretion to decide
whether to impose the INP surcharge on end-users. Those carriers that elect to

impose the INP surcharge are directed to keep records showing the amounts

-6-
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collected under the one cent INP surcharge so that these collections can be taken
into account in determining any true-up of INP amounts once final OANAD
costs are determined. , | 7 |

Pacific and GTEC ate directed to file amended taﬁffs for their INP service
within 30 days following issuance of this order, removing the tariff charges
previously imposed'fdr INP service. All terms and conditions of service other
than rates prescribed in the respective 'I_NP tariffs shall remain unéhanged asa
result of this order. All other carrié;‘s Which have f)fe\'iouély ¢oncurred in the
ILECs’ INP tariffs on a reciprocal basis shall concurrently remove any tariff
charges from their own INP tariffs. Carriers which elect to impose the one cent

INP surcharge on their end-users are likewise directed to file amended retail

tariffs which add the end-user charge, as authorized. -

Findings of Fact

1. D.97-10-029 adopted a modified cost-r'ecovéry’ apptéachito reflect an
allocation of INP costs émbn'g all facilities-based LECs and CLCs based on the
quantity of active end-user telephone numbers, and incremental costs of DNCF
plus an atlowance for shared and common costs. |

2.. The modified INP cost-recovery method adopted in D.97-10-029 was
responsive to the FCC’s First Report and Order on telephone number portability
issued July 2, 1996 which required departure from cost-causation principles to a
competitively neutral standard for recovery of INP costs.

3. The FCC order further required that the cost measure for INP was tobe an.
incremental and not the direct embedded cost, as was used in determining INP
costs and rates in D.96-04-052.

4. INP cost studies based on TSLRIC were approved for Pacific in the
OANAD proceeding in D.96-08-021. INP TSLRIC cost studies have not yetbeen
approved for GTEC.
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5. D.98-04-066, prescribed that the INP surcharge for GTEC will be based on
the TSLRIC for INP that was filed in Advice Letter (AL) 8236 as modified by the
Commission’s resolution of AL 8236.

6. The costs associated with the offering of INP include shared and common
costs based on a markup of 16% for Pacific and 22% for GTEC as prescribed in’
D.98-04-066. |

7. To calculate an INP cost-recovery factor based on the incremental costs
from OANAD it is necessary to determine the applicable number of total active
telephone numbers and the total amouﬁt of TSLRIC associated with ported
telephone numbers. | ._

8. D.98-04-066 directed facilities-based carriers to produce the data on active

lines and ported numbers to provide an approprieite basis to compute an INP

end-user surcharge. |

9. D.98-04-066 modified D.97-10-029 to provide for the inclusion of resold
lines in the facilities-based carriers’ count of active lines for INP cost recovery
purposes. CLCs that provide lines through the purchase of the 1LECs’
unbundled network elements (UNEs) (e.g., loops, switches, etc.) were also
required to include such lines in their count.

10. D.98-04-066 determined that telephone nunmbers assigned to wireless
carriers should be excluded from the count of active numbers for INP purpoées
since wireless carriers are not obligated to provide INP service, and we have no
jurisdiction over the rates charged by wireless carriers. Likewise, NDIECs, were
to be excluded from the count since they do not offer local service.

11. The monthly surcharge per active line which results from application of
the formula adopted in D.98-04-066 is $0.000716 for Pacific’s and $0.000577 for
GTEC's service territory, based upon carrier data submitted.

12. A charge of one cent per line is the sntallest monetary denomination that

can be collected from customers; however, the resulting surcharge computed

-8-
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under the adopted formula yields an amount of less than one cent per linc even
collected on an annual basis.
Concluslons of Law ,

1. The previously filed tariffs for INP service should be amended, as set forth
in Ordermg Paragraphs (OPs) 1 and 2 below, to delete the prekusly authorized
tariffed rates in ac¢ordande with the provision of D. 97 10-029.

2 Camers sholild be authOrlzed to pass through to end-users an lNP
: surcharge in acCordanCe with OP 3 below on an intérim basis subject to "
subsequent true-up of the interim amounts |

3. The aulhornzed INP surcharge should be set atone cent per line per year
for each active line, : since the actual computed surcharge is 1e$s lhan one cent per

line and fractions of a ¢ent cannot be collected from customers.

ORDER

IT IS ORDERED that: |
" 1. Pacific Bell (Pacific) and GTE California Incorporated (GTEC) shall eéach -
file amended tariffs for their existing tariffed Interim Number Portability (INP)
service within 30 days following issuance of this order, deleting the tariff charges
previously imposed for INP service. All terms and conditions of service other
than rates prescribed in the respective INP tariffs shall remain unchanged as a
result of this order.

2. All carriers which have previously concurred in Pacific’s or GTEC’s INP
tariffs on a reciprocal basis shall concurrently amend and remove any tariff
charges from l]_léif own INP tariffs.

3. Carriers shall be permitted to recover the costs of INP ﬁovisiohi ng

through an interim end-user surcharge. The interiny authorized surcharge for
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carriers providing service in the service territory of eithet GTEC of Pacific shall
be one cent per active liné served by the carrier, charged on an annual basis.
4. Carriers which elect to impos‘é the one cent INP surcharge on their

end-users shall, prior to implementing the charge, file amended retail tanffs -

which add the end-user charge, as authOrlzed
5. The adopted lNP sutcharges shall remain in effect subject to final INP
surcharges determined in the Open\ Access and Network Archltecture :
' Development proceedmg, R. 93-O4~003 and L 93-04-002
This order i is effectwe today ‘ o
Dated December 17 1998, at San Franmscb Callmela

RICHARD A. BILAS
~ President
P. GREGORY CONLON
JESSIE J. KNIGHT, JR.
HENRY M. DUQUE

JOSIAH L. NEEPER
Commissioners




