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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA
IN RE: PETITION OF MCI TELECOMMUNICATIONS )
CORPORATION AND AT&T COMMUNICATIONS INC. )
TO CERTIFY LECS AS TO COMPLIANCE WITH )
FCC PAYPHONE ORDERS )

PETITION OF KCI AND AT&T TO CERTIFY ALL LECS
A8 TO COMPLIANCE WITH FCC PAYPHONE ORDERS

MCI Telecommunications Corporation (“MCI™) and ATAT
Communications Inc. (“AT&T") hereby file this petition to investi-
gate compliance of all certificated local exchange companies
("LECs™) with Federal Communications Commission (“"FCC") orders on
payphone reclassification. Specifically, MCI and AT&T request that
the South Dakota Public Utilities Service Commission (“Commission”)
determine and certify whether all certificated LECs have met all
state-specific requirements identified in the FCC’s orders. Those
orders, which are discussed below, require LECs with payphones,
inter alia, to remove from intrastate operations their deregulated
payphone investment and associated expenses and to make concomitant
reductions in their intrastate revenue requirements and rates as
required by the Federal Telecommunications Act of 1996' by
April 15, 1997.

As discussed herein, the FCC has delegated to the states the
authority to determine the intrastate rates that must be reduced or
removed to eliminate payphone costs and subsidies.’ These revised

rates must be effective no later than April 15, 1997. To the best

Telecommunications Act of 1996, Pub. L. No. 104-104, 10 Stat.
56, 47 U. S.C. §§151 et. seq. (“Telecom Act”, “Act” or “FTA").

‘The Commission must also determine whether the proposed rate
reductions are sufficient to eliminate all payphone costs and
subsidies between the deregulated payphones and all other services.




of MCI‘s and AT&T’s knowledge and information, only a handful of
LECs have filed the requisite intrastate rate reductions, and, as
such, the vast majority of LECs are not entitled to receive
payphone compensation. Commission staff has advised petitioners
that U S WEST has removed the payphone component from its rate
structure. Petitioners request that U S WEST verify that this has
occurred and that such compensation has been removed from its rate
structure.

MCI and AT&T respectfully request that the Commission certify
to the FCC and the other parties affected by the FCC orders whether
each LEC has complied with the FCC payphone orders. All intrastate
rates, including access charges, which include payphone costs must
be adjusted to reflect the elimination of payphone investment and
expenses.

BACKGROUND

In an order released late in 1996,' the FCC proposed to

deregulate Regional Bell Operating Company (“"RBOC”) and LEC

payphones.' 1In essence, the FCC will allow the RBOCs and LECs to

'In the Matter of Implementation of the Pay Telephone Reclassi-
fication and Compensation Provisions of the Telecommunications Act
of 1996, CC Docket No. 96-128 and CC Docket No. 91-35; Report and
Order, FCC 96-388; Adopted and Released September 20, 1996, appeal
docketed sub pom. Illinois Public Telecommunications Assn. v. FCC
and United States, Case No. 96-1394 (D.C. Cir., filed October 17,
1996) hereinafter referred to as the “Payphone Report and Order.”

‘The FCC also issued an Order on Reconsideration, FCC 96-439,
on November 8, 1996, hereinafter referred to as the “Order on
Reconsideration.” On April 4, 1997, the FCC issued yet another
order in this docket clarifying previous orders, hereinafter
referred to as the “April Order.”
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collect dial-arournd compensation on traffic originating on their
payphones, so long as they remove the cost associated with
payphones from their rates.

Acting under the mandate to establish a methodology to
compensate payphone providers for all calls, the FCC established a
compensation amount of $45.85 per payphone per month to be paid by
MCI, AT&T and other interexchange carriers (“IXCs”) whose customers
use payphones. This represents a significant cost increase from the
present level of $6.00 per payphone per month established pre-
viously by the FCC.

LEC payphones will become eligible for this compensation only
after they remove the payphone costs from their regulated opera-
tions and meet the other requirements in the FCC Payphone Orders.‘
Since the present payphone costs will, in effect, be replaced by

compensation from the IXC industry, it is imperative that the

‘Pursuant to the FCC Order on Reconsideration at paragraph 131,
to receive compensation a LEC must be able to certify the follow-
ing: 1) it has an effective cost accounting manual (“CAM") filing;
2) it has an eifective interstate CCL tariff reflecting a reduction
for deregulated payphone costs and reflecting additional multi-line
subscriber line charge (“SLC") revenue; 3) it has effective
intrastate tariffs reflecting the removal of charges that recover
the costs of payphones and any intrastate subsidies; 4) it has
derequlated and reclassified or transferred the value of payphone
customer premises (“CPE”) and related costs as required in the
Report and Order; 5) it has in effect intrastate tariffs for basic
payphone services (for “dumb” and “smart”™ payphones); and 6) it has
in effect intrastate and interstate tariffs for unbundled function-
alities associated with those lines. (See FCC ERRATUM in this
proceeding, Released November 19, 1996 as to item three in this
quote) Paragraph 30 of the April 4th FCC Payphone Order requires
that the intrastate tariffs be cost-based, consistent with Section
276 of the Act and nondiscriminatory. MCI and AT&T request that
the LEC tariffs for basic payphone services, whether suspended or
approved, be investigated as to compliance with these requirements.




intrastate costs be eliminated by reducing the LECs’ intrastate
rates, including switched access charges. The reduction in
intrastate switched access charges will prevent “double dipping”™ --
collecting excessive access charges and receiving payphone
compensation.

Payphone expense has been recovered from the common line rate
element based on the FCC’s Part 69 rules for interstate cost
recovery, and separations rules have allocated 75 percent of the
payphone expense to the intrastate jurisdiction. Based on
preliminary calculations, the payphone expense to be removed from
the intrastate rates of U S WEST Communications, Inc. (USWC or
U S WEST) and the independent telephone companies in the 14 state
USWC region, is approximately $50 million.

The FCC Payphone Order stated, “we adopt rules that provide

for the removal from regulated intrastate and interstate rate

structures of all charges that recover the costs of payphones.”

(Payphone Report and Order, Par.183). The FCC dealt with intra-
state payphone subsidies at Par. 186 of its Order as follows:

We require, pursuant to the mandate of Section
276(b) (1) (B), incumbent LECs to remove from their
intrastace rates any charges that recover the costs of
payphones. Revised intrastate rates pust be effective no
la! 15, 1997, Parties did not submit state
specific information regarding the intrastate rate
elements that recover payphone costs. States must
determine the intrastate rate elements that must be
removaed to eliminate any intrastate subsidies within this
time frame. (emphasis added)

The FCC issued another order in its payphone proceeding on
April 4, 1997 and specifically reiterated the requirement that LECs

must remove payphone costs from intrastate rates. Moreover, the




April Order clearly identified the states bility to ensure
that the payphone costs are removed from intrastate rates. The
April Order states as follows:

30. We emphasize that LE must comply with all of the
enumerated requirements established in the Payphone
Reclassification Proceeding, except as waived herein,
before the LECs’ payphone operations are eligible to
receive the payphone compensation provided by that
proceeding. Both independent PSPs and IXCs claim that
some LECs have not filed state tariffs that comply with
the requirements set forth in the Order on Reconsidera-
tion. These requirements are: (1) that payphone service
intrastate tariffs be cost-b »d, consistent with Section
276, and nondiscriminatory; and (2) that the states
ensure that payphone costs for unregulated equipment and
subsidies be removed from the intrastate local exchange
service and exchange access service rates. LEC intra-
state tariffs must comply with the requirements by
April 15, 1997 in order for the payphone operations of
the LECs to be eligible to receive payphone compensation.
As discussed above, LECs that have not complied with
these requirements will not be entitled to receive
compensation.®

Finally, Section 276(c) of the Act explicitly provides that to
the extent any state requirements are incons tent with FCC
regulations, the FCC reqgulations shall preempt the state require-
ments. While Section 276 of the Act vests authority with the FCC to
remove intrastate payphone costs from intrastate carrier access
charges, it is apparent that the FCC has deferred that authority to

the state commissions.

"In the Matter of Implementation of the Pay Telephone
Reclassification and Compensation Provisions of the Telecommuni-
cations Act of 1996, CC Docket No. 96-128, OQrder, FCC 97-678,
Adopted and Released April 4, 1997; hereinafter referred to as the
“April Order”, at paragraph 30. See, also, paragraphs 2, 25 and
35. The April Order is attached to this petition.




BUMMARY OF LEGAL BASIS POR COMPLAINT
Section 276 of the FTA provides that a LEC “shall not subsi-
dize its payphone service directly or indirectly from its
exchange service operations or its exchange access
operations.”™ § 276(a)(1).

The FTA directs that the FCC "shall take all actions necessary

to prescribe regulations that . . . discontinue the intrastate

and interstate carrier access charge payphone service elements
and payments . . . and all intrastate and interstate payphone
subsicies from basic exchange and exchange access revenues.
§ 276(b) (1) (B).
In its Report and Order in CC Dockets 96-128 and 91-35
(hereinafter, “Payphone Report and Order” the FCC directed
that LECs file interstate tariffs on January 15, 1997 to
“reduce their interstate CCL charges by an amount equal to the
allocation of payphone costs currently recovered through those
charges.” Payphone Report and Order, § 181.
The Payphone Report and Order further stated, “we adopt rules
that provide for the removal from regulated intrastate and
interstate rate structures of all charges that recover the
costs of payphones.™ Payphone Report and Order, § 183
The FCC dealt with intrastate payphone subsidies at § 186 of
its Order as follows:

We require, pursuant to the mandate of Section

276(b) (1) (B), incumbent LECs to remove from

their intrastate rates any charges that

recover the costs of payphones. Revised

intrastate rates must be effective no later

than April 15, 1997. Parties did not submit

state specific information regarding the

6




intrastate rate elements that recover payphone
costs. States must determine the intrastate
rate elements that must be removed to elimi-
nate any intrastate subsidies within this time
frame.

The April Order clearly identified the states’' responsibility

to ensure that the payphone costs are removed from intrastate
rates. The April Order states as follows:

30. We emphasize that LECs must comply with all of
the enumerated requirements established in the
Payphone Reclassification Proceeding, except as
waived herein, before the LECs’ payphone operations
are eligible to receive the payphone compensation
provided by that proceeding. Both independent PSPs
and IXCs claim that some LECs have not filed state
tariffs that comply with the requirements set forth
in the Qrder on Reconsideration. These require-
ments are: (1) that payphone service intrastate
tariffs be cost-based, consistent with Section 276,
and nondiscriminatory; and (2) that the states
ensure that payphone costs for unregulated equip-
ment and subsidies be removed from the intrastate
local exchange service and exchange access service
rates. LEC intrastate tariffs must comply with
these requirements by April 15, 1997 in order for
the payphone operations of the LECs to be eligible
to receive payphone compensation. As discussed
above, LECs that have not complied with these
requirements will not be entitled to receive com-
pensation.

Finally, fection 276(c) of the FTA explicitly provides that to
the extent any state requirements are inconsistent with FCC
regulations, the FCC regulations shall preempt the state

requirements.

In the Matter of Implementation of the Pay Telephone Reclassi-
fication and Compensation Provisions of the Telecommunications Act
of 1996, CC Docket No. 96-128, QOrder, FCC 97-678, Adopted and
Released April 4, 1997; hereinafter referred to as the “April
Order,” at paragraph 30. See, also, paragraphs 2, 25 and 35.
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FACTUAL ALLEGATIONS IN SUPPORT OF THE COMPLAINT

The FCC concluded that the best way “to effectuate the [FTA’s)
mandate that access charge payphone service eclements and
payphone subsidies be discontinued . . . [is to treat] incum-
bent LEC payphones as detariffed and deregulated CPE . . . we
conclude that LEC payphones must be treated as unregulated,
detariffed CPE in order to insure that no subsidies are
provided from basic exchange and exchange access revenues or
access charge payphone service elements as required by the
[FTA]." Payphone Report and Order, § 142.

The FCC identified the specific assets to be deregulated and
removed from the regulated books to include all facilities
related to payphone service, including associated accumulated
depreciation and deferred income tax liabilities. Payphone
Report and Order § 159. Specifically, the FCC concluded that
the payphone investment in Account 32.2351, Public telephone
terminal equipment, and any other assets used in the provision
of payphone service, along with the accumulated depreciation
and income tax liabilities should be directly assigned or
allocated. Payphone Report and Order, § 163.

As a result, the FCC directed U S WEST and other incumbent
LECs to file tariffs by January 15, 1997 to reduce the Carrier
Common Line (CCL) rate element of interstate switched access

charges to reflect the revenue requirement reduction effect of

the removal of the interstate portion (i.e. 25 percent) of

payphone assets and payphone operations expenses.




U S WEST made its filing with the FCC on January 15, 1997
(Transmittal 823), reflecting the removal of deregulated
payphone investment and payphone operations expenses from its
regulated accounts. The “payphcne revenue requirements”
removed from U S WEST's regulated interstate accounts
reflected a revenue requirements reduction of $12.4 million
and a revised CCL rate of $0.005272.
To the best of MCI’s and AT&T’s knowledge, State ILECs have
not filed to reduce intrastate rates to reflect the removal of
any and all charges that recover the costs of payphones.
USWC and other LECs are not, or may not be, in compliance with
the FCC payphone orders because they have failed to reduce
intrastate rates to reflect the removal of any and all charges
that recover the costs of payphones and therefore are not
eligible to receive payphone compensation.

SBTATEMENT OF DISPUTED ISSUES AND REQUEST FOR RELIEF
MCI and AT&T’s substantial interests are affected by the LECs’
potential recovery of payphone costs through both the payphone
compensation mechanism established under the FTA and through
the existing costs contained in intrastate access charges.
MCI and AT&T are not aware of any disputed issues of material
fact. The parties may disagree, however, on the intrastate

revenue requirements calculation necessary to remove the

deregulated payphone investment and associated expenses, and

the identification of the rates that should be reduced in

order to eliminate the subsidy.




WA NDD

Nes

16. MCI and AT&T are entitled to relief under the FTA, the FCC’s

Report and Order, Crder on Reconsideration and April Order in

CC Dockets 96-128 and 91-35, and SDCL §§ 49-31-3, 4, 4.2, 11

and 18.

WHEREFORE, MCI and AT&T request that the Commission:

(1) direct LECs subject to the FCC's payphone orders to file
with the Commission a rate reduction proposal, supported by
verifiable cost support, to remove the derequlated payphone
investment and associated expenses from their intrastate opera-
tions;

(2) certify to the FCC and the parties to this proceeding
whether the individual LECs subject to the FCC payphone orders are
in compliance with the FCC payphone requirements, including the
removal of investment and expenses from all intrastate rates,
including access charges; and

(3) inform the FCC, based on the Commission’'s review of the
payphone requirements, which LECs are eligible to receive payphone
compensation.

RESPECTFULLY SUBMITTED this 14th day of April, 1997.

MAY, ADAM, GERDES & THOMPSON OLINGER, LOVALD, ROBBENNOLT &
MCCAHREN:

Pt >
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G
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BY: (/ J

DAVID A. GERDES AND JOHR TovATL /1 7
ROBERT K. SAHR Attorneys for. AT&T
Attorneys for MCI P.O. Box 66
P.0. Box 160 Pierre, SD 57501
Pierre, SD 57501-0160 Phone: (605)224-8851
Phone: (605)224-8803 Fax: (605)2248269
Fax: (605)224-6289




Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554
DA 97-678

In the Matter of

Implementauon of the CC Docket No 96-128

Pay Telephone Reclassification
and Compensation Provisions of the
Telecommunications Act of 1996

Adopted Apnl 4. 1997 Released: April 4, 199
By the Chief. Common Camer Bureau
L. INTRODUCTION

1. In this Order. the Common Carrier Bureau ("Bureau”) clarifies and grants
a limited waiver of the Commussion’s interstate tanffing requirements’ for unbundled features and
functions, as set forth in the Pavphone R ication P CC Docket No. 96-128 *
Local exchange carmiers ("LECs”) must comply with these requirements, among others, before
they are eligible 10 receive the comp from inter carmers ("IXCs") that s
mandated 1n that proceeding  Because some LECs are not in full compliance with the
Commussion’s federal taniffing requirements for unbundled features and functions under the
Payphone Order and Order on R ation, we grant all LECs a limited waiver of the
deadline for filing the federal tanffs for unbundled features and functions, to the extent necessary,
1o enable LECs 1o file the required federal taniffs within 45 days after the release of this Order,
with a scheduled effective date no later than 15 days after the date of filing. In addition, each
individuai Bell Operating Company (*"BOC”) must file a written ¢x parte document, by April 10,
1997, advising on the status of tariffs for the features and functions that it
has riot yet federally tanffed. and stating that it commits to filing federal taniffs for such features

For purposes of this Order, the term “intrastate tanff™ refers to a tanff filed in the state junsdiction and
the term "interstate anff" refers 10 a tanff filed in the federal junsdiction

Implementation of the Pay Telephone Rec and C of the
Telecommunications Act of 1996, CC Docket No. 96-128, Repont and Order, FCC 96. m (rel. Sept. 20, 1996)
“Payphone Order”): Order on won, FCC 96439 (rel. Nov. &, 1996) (°Q derat
appeal docketed sub nom fliinois Public Telecommunications Assa. v. FCC and United Smn Case No. 96 1194
D C Cir..filed Oct. 17, 1996) (both orders together *Payphone Reclassification Proceeding”)




and functions within 45 days of the release date of this Order  Submussion of this ex_pane is
iecessary before the Bureau may act r pending comparably efficient interconnection
CEl")plans © We aiso waive the requirement, for a period of 60 days from the release date of

Order TS nffs for unbundled features and functions be effecuve before

e LECs are uva 10 receive payphon mpensation  If. however. a LEC fauls to file al! of

he requisite federal taniffs for unbundled features and functions within 45 davs of the release date
t the anstant Order. it will not be in comphance with the Commission’s requirements and
e eligt receive payphone compensation This Order does niot waive

nts with which the LECs must comply before receiving compensation *

Thus Order also restates that LECs must comply with ali of the enumerated

nents established in the Payphos classification Proceeding before the LECs payphone

¢ chigible 10 receive payphone compensation  Tanffs for payphone services

.\‘um ng unbundled features and functions filed with the states, pursuant to the Payphone

Reciassificanon Proceeding. must be cost-based. consistent with Section 276. nondiscriminators

1d cons stent with Computer [ taniffine guidelines * In addition, the Pavphone Reclassification

Prox red 10 ensure that payphone costs for unregulated equipment and subsidies

r itrastate local exchange service and exchange access service rates ® These

T ments must be met and the anffs effecuve by Apnl 15, 1997, for the

LEC’s pavphone operations to receive the payphone compensation provided by the Payphone
Reclassificauon Proceeding

3. The Bureau takes this action. on 1ts own motion, pursuant to the authority
4 d 1o 1t by the Commussion in the Qrder on Reconsideration to determine whether a LEC
has met the chuxrcmtn'\ of the Payphone Reclassification Proceeding prior to receiving
compensati The instant Order advances the twin goals of Section 276 of the Act by
promoting both competition among payphone service providers ("PSPs”) and the widespread
deplovment of payphone services to the benefit of the general public *

n addition 1 3 [3 1¢ with the Secretary in CC Docket No %6128, each of the BOCs must
also file a copy of its ¢x pane 1n 1ts CEI plan proceeding. also by Apnl 10, 1997

See Order on Reconyideration at paras

Ig atpara 163 As stated in the Ord ration. the intrastate tanffs are subject (0 the new

test Qrder on Reconsideration at Id . n 492
S¢e. e & . Pavphone Order at paras 180187
Qrder econsideration at paras 131

132 See also 1d at para 16 sc delegations of authonty to the Bureau are consistent
e Comm n s rules, 37 CFR § 0 91

& 2760b) 1)




II. BACKGROUND

In the Payphone Reclassificauon Proceeding. the Commission noted that

mmunications Act of 1996 fundamentally changed telecommunications regulation It stated
1996 Act erects a “pro-competitive deregulatory national framework designed
rate rapid ]vn\.m sector deployment of advanced telecommumications and information
wwies and services to all Amenicans by opeung all telecommunications markets to
To that end. the Commussion advanced the twin goals of Section 276 of the Act
t “promot[ing] competition among payphone service providers and promot[ing] the widespread
teployment of payphone services to the benefit of the general public It sought to eliminate
hose regulatory constraints that inhibit the ability both to enter and exut the payphone
marketplace. and to compete for the right to provide services 10 customers through payphones
At the same ume, the Commission recognized that a transition penod 1s necessary to eliminate
fects of some long-standing barmers to full competition 1n the payphone market. For this
t concluded that it would continue, for a limited tume, to regulate certain aspects of the

hne
mpetiti

son

phone market. but only untl such time as the market evolves 1o erase these sources of market

1 ruons

) In the Payphone Order, the Commussion concluded that, consistent with

Section 276 of the Act. PSPs are to be compensated for "each and every completed intrastate and
interstate call” onginated by their payphones "' For the first year of the compensation provided
by the Payphone Order. the Commussion required those IXCs with annual 10l revenues in excess
t $100 million to pay PSPs proportionate shares. based on their respective market shares, of
m. flat-rated compensation 1n the amount of $45.85 per payphone per month ' This

v amount 1S to compensate cach payphone for an average of 131 access code calls and
ubscriber 800 calls The Commussion concluded that LEC PSPs would be eligible to receive this
ompensation by Apnil 15, 1997, once the LEC, among other things terminated centain subsidies

wing to its payphone operations

6. In the Order on Reconsideration, the Commussion concluded that to be
ehigible to receive compensation. a LEC must be able to cerufy the following

onf Rep No 104:230. 104th Cong _ 2d Sess | (1996)

S C §2760u1

at paras 4K.76




I)ithasanet cost accounung manual ("CAM™)f 2) 1t has an effective

interstaie CCL wanff reflecung a reduction for deregulated payphone costs and

reflecting addional multthne subscniber line charge ("SLC”) revenue, 3) 1t has

effects tantts reflecting the removal of charges that recover the costs

t payphones and any intrastate subsidies. 4) it has deregulated and reclassified or

alue of payphone customer premises cquipment “PE") ana

as required 1n the Report and Order. 5) 1t has in effect intrastate

for basic payphone services (for “"dumb” and “smant” payphones); and 6) it

has in etfect intrastate and interstate tanffs for unbundled functionali:=s associated
with those lines

The Commussion also noted that additional requirements ply to those

that are BOCs

In addition 1o the requirements for all other LECs, BOCs must also have approved
[comparably ctficient interconnection ("CEI”)] plans for basic payphone services
and unbundled functionalities prior to receiving compensation Similarly, prior to
the approval of uts [CEI] plan. a BOC may not negouate with location providers

n the location provider’s selecting and contracting with the carmiers that carry
inter.ATA calls from their payphones

HI. CLARIFICATION AND LIMITED WAIVER OF FEDERAL TARIFFING
REQUIREMENTS FOR UNBUNDLED FEATURES AND FUNCTIONS

Background

8. In the Payphog der. the Commussion required that LECs tanff payphone
services at the federal level ** The Payphone Qrder also required that network services provided
by a LEC to us payphone operations must be federally tanffed as well " In the Order on
Reconsideration. the Commussion required LECs 1o file taniffs for the basic payphone services
and unbundled functionalities in the intrastate and interstate jurisdictions  Basic payphone
services for instrument-implemented “smart” payphones, “dumb payphones, and inmate
payphones. including any features and functions that the LEC has unbundled from the basic
payphone line. which enable independent providers to offer payphone services, and unbundled
features and functions provided by a LEC to 1ts payphone operations. must be tariffed at the state

Id atpara 132

Payphone Order ar para 147

Ig at para 148




teatures and

el he mmission also required that the unbundled payphone
vided by a LEC to others and the unbundled features and functions provided by a LEC
phone wrrmu ns must be anffed in the tederal junsdictiol The Commussion also stat
3 while 1t did r equire LECs to provide additional unbundling

Apnil 15, 1997, states could require that LECs provid

vices by Ap
unbundling could be requested by PSPs trom BOCs subsequently th

day Open Network Architecture ("ONA”) service process
¢ Order required that in uts CEI plan a BOC must

9 In additic

n. the Payp
how 1t will provide basic payphone services and unbundied functionalities and options
The Payphone Order required the filing of CEI plans for payphone services

\'WH n
provide payphone services 1n a nondiscriminatory manner and consistent

the BOC ** The Pay

that the BOCs p
her Computer [11** and ONA requirements ** Thus. a BOC must indicate how 1t plans t
*d authont
indicated, however

in s state file with

d that even though 1t retain
Commussion
re that LEC
cicgated 10 the state at para

3.4 FCC Red | (1988) (BOC_ONA Order
3 (1990) (BOC ONA

3084 (1990) (BOC_ONA nn”@ mm L Orgep. $ FCC Red 310
S FCC s ECC & F 341505 (9th Cs
d THA9 N

993

Under their ONA plans. BOCs must respond within 120 days to requests from competing enhanced

€ providers for new basic ONA services. BOCs must base their decisions on whether 10 provide these new
0 critena set forth in the Computer 11| Phase | Order market area demand, wtility

requesting ESP. and costing and technical feasibility  Sec generally ONA Intenm Waiver

29

1t para 24
mussion s Rules and Regulanions (Computer ). CC Docket
57) (Phase |

Amendment of Section 63 702 of
) Ordep). tesgn..2 FCC Red 3038 (198
) (Phase | Funther Reconsideranion Order), second

1 FCC Red |

Phase | Sec
deration Order). further recon . 4

g, Califorma v_FCC. 905
7 (1990) (ONA Order)
1505 (9th Cir 1993)

988 (Ph ijlin‘“r Rrun) derat 1
$ FCC Red 7
Local Exchange Company

1990, Computer IIf Remand l"'\r(d

111 Remand Proceedings. Bell Operatng ¢ ompany Safeguards and Tier
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associate with a specific rate element in a tanff, the basic wces and basic
s that underhie 1ts provision of payphone service In addition. any options

the provision uch basic services or tunctions would be included in

Finally. 1n a "compliance hst” paragraph in the Order Reconsiderary
n histed the requirements with which a LEC must comply to receive pavphone
" n under the Commussion's rules ** This comphance list requires the federal arniffing
unbundled features associated with payphone lines

11, T'he Order on Reconsiderauon required that LECs file federal tanffs by

15, 1997. 10 be eftecuve no later than Apnl 15, 1997 *' A review of the federal tanffs

v LECs and those detailed by the BOCs in their CEl plans revealed that some of the BOCs
ther LECs had not filed federal tanffs for all the unbundled features and functions required
phone Reclassification Proceeding  In response to staff inquines. several parties filed

ntations ¢ p LEC compliance with the requirements of the two payphone

Comments

12. In an ¢x pane filing. the RBOC Coahition’ states that it agrees that the
Commussion s payphone orders impose a federal tanffing requirement ** It argues. however, that
the federal tanffing apphes only to network-based, payphone-specific features and functions '

I'he RBOC Coalition argues turther that among these network-based. payphone-specific features

the BOCs except Amenitech

¢ Letter of Michael Kellog unsel. RBOC Coalitu Mary Beth Richards. Deputy Chief

Bureau (March 19 1997
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and functions, only those s LEC provides 1o its own payphone operations must be taniffed
The RBOC Coaliion notes, however, that “[wjhatever federal tanffing requirements ultimately
imposed. the Coalinon members will of course comply with those requirements It states

that it will support and compls with any sonable resolut f
does not delay the rapid transtormauon of the payphone
eter the legislative intent behind Section 276 to promote both competition among
widespread deplovment of pavphone services

13. In m. both the RBOC Coahtion and the Amerncan Publi

s Council ("APCC™ ). which represents independent PSPs, filed detailed ex parte

at set forth which payphone services they believe must be federally tanffed

Pavphone Reclassification Proceedu The RBOC Coalition argues that the

mission’s payphone orders establish the principle that federal tanffs cannot be required for

1 feature unless that feature 1s unbundled ™ Theretore, the RBOC Coalition marntains that its

individual member BOCs will tanff all network-based, payphone-specific features and functions

that they have unbundled. but should not be required to tanff at the federal level any features and
f that they have not unbundled ™

4. On ther hand. APCC argues that the Commussion intended for the
hasic payphone line to serve as a building block to which additional features and functions would
be added as options, including such options as cotn service features, answer supervision, and call
blocking and screening “ Consequently. APCC contends. each of these services 1s an

unbundled feature or function” that must be federally taniffed, if the function is used by the
LEC. in bundled or unbundled form. to provide payphone service ' In addition, APCC argues

P'ane Leuer of Michael Kellogg. Counsel. RBOC Coalition to Mary Beth Richards. Deputy Chief
n Camer Bureau. FCC (March 25, 1997), 1 of Robent F Aldnch. Counsel, APCC to
As discussed below in paragraph 26. a number of
arties also filed gx_pante letters, pnmanly on the state tanffing requirements of the Pavphone
Reclassifica

*  Ex Panc Lener of Michacl Kellogg. Counse!, RBOC Coalition to Mary Beth Richards, Deputy Chief
mmon Camer Bureau, FCC (March 25, 1997) ar 4.5

nsel. APCC 1o Willam F Caton, Acting Secretary, FCC




BOC ¢ proposed to federaliv tanff com service features. such as co
rvision, cown counting, and cown raung ©° APCC argues further that because a basic payph
can be purchased without comn servic s, these features are not inherently a pan

iffed separately as unbundled features and

15. The RBOC Coalmon and APCC have made ¢x parte presentations to the

ssion staff that set forth varying interpretations of the Commussion’s federal tanffing

s tor payphone services. We conclude that the RBOC Coaliion interpretation of the

| taniffing requirement established 1n the two payphone orders 1s too narrow and does not

=l of federal tanffing of unbundled features and functions required by those orders

ily. the RBOC Coalition’s interpretation does not comply with the Commission’s

t safeguarding against discnimination through the federal tanffing of unbundied

features. because th vahiion does not include the unbundled features and functions provided

by LECs to others, apart from those taken by a LEC's own payphone operations. The Payphone

assificauon Pr g concluded that state and federal tanffing of both the payphone

wundled features and funcuons provided to others and the unbundied features and functions

rovided by the LEC to 1ts own payphone operations must be tanffed to avoid possible subsidies
discrimination

16.  On the other hand, we conclude that APCC's interpretation of the federal

tanffing requirement established in the Payphone Reclassification Proceeding 15 too broad and

would require a greater unbundling of payphone features than is required by that proceeding. The

payphone orders, however, do not require that LECs unbundle more fecatures and functions from
the basic payphone hine by April 15. 1997 than the LEC provides on an unbundlied basis *' Thus
we clanfy that. for example. if a LEC provides answer supervision bundled with the basic
payphone hine. the LEC 15 required neither to unbundle that service from us state tanff for
payphone service. nor federally tanff that service by Apnl 15, 1997 “ If the LEC, however
provides answer supervision on an unbundled basis. it must tanff that service in both the state
snd federal junsdictions

17. We clanify here that the unbundled features and functions addressed in the

ration at paras 162163

at para 163

require further unbundiing, and PSPs may request additional
hrough the ONA 120-day service request process




ding are network services similar to basic service clemenis
BSEs") unde amework BSEs are defined as optional unbundled features
that an enhanced services provider may require or find useful in configuning its enhanced
In this case. the unsundled features are pavphone-specific, network-based features and
(ons used n configuring unregulated payphone operations provided by PSPs or LECs Some

LECs use terms such as tanffed “options” and “elective features for network servi th
LLECs call features and funcuons Options and elective features must be federally tanfted
tances as features and functions must be federally tanffed. depending or
provided on a bundled basis with the basic network payphone line (state tanff)

on an unbundled basis (federal and state tanffs) “

Payphone lassification Prox

18. We also clanfy that the requirement to file federal tanffs apphes only t«

phone specific, network-based. unbundled features and funcuons provided to others or taken
EC’s operations. such as answer supervision and call screeming, with the following
discussed below ** We agree with the RBOC Coalition that the federal tanffing

s not apply to non-network services, such as inside wire services.” Moreover

the RBOC Coaliton. we do not include in this federal tanffing requirement

unctions that are generally available to all local exchange customers and are only

vphone service. such as touchtone services and vanous custom calling features *

In addion. we clanfy here that payphone-specific. network-based features and functions must
be federally tanffed now only 1f the LEC provides them separately and on an unbundled basis
from the basic payphone hine. either to its payphone operations or to others, because the payphone

orders did not require additionai unbundling of features and functions by April 15 beyond those

that the LEC chooses to provide * As required by the Payphone Reclassification Proceeding.

Filing and Review of Open Network Architecture Plans, Phase |
FCC 883814 FCC Red | (1988) ("BOC ONA Ord

Appit
para
Filing and Review of Open Network Architecture Plans. Phase |, Memorandum Opinion and Order
988 ("BOC ONA Order”). Payphone Order ar para 146, Order on Reconsideration at paras 162
ot other unbundied fearures and ust be federally tanffed if they are offered on an
hers or taken by a LEC payphone operation on an unbundled hasis include call blocking.
on additive. coin signaling transmiss ve. coin raung. onginal line number screening, and
IDDD biocking
Parte Letter of Michael Kellogg, Counsel. RBOC Coalition to Mary Beth Richards, Deputy Chuef
r Bureau. FCC (March 25 1997 Ex Parte Letter of Roben F Aldnch, Counsel, APCC to

Caton. Acung Secretary, FCC (March 271997,

Letter of Michael Kellogg unsel. RBOC Coalinon to Mary Beth Richards. Deputy Chief
t Bureau. FCC (March 2

Payphone (




NA 120-day service request process

thar Computer LI prohsbits mix and match of

Reclassification Pr * In contrast

rotubiting mix and match do not apply for wanffs filed

the payphonie orders because the Commussion has required that rates for both state

nffs must be cost-based and subject to the new services test ' We conclude that

Reclassit Proceeding does not prohibit the mixing and matching of pay phone

and siate tanffs by LEC and independent pavphone operations. This

E niv to pavphone services and does not affect Computer 111 requirements *

uter [11. the Commission did not allow such mixing and matching because: (1) mixing

nd matching could result in mismatch of basic service arrangements ("BSA ™) and BSEs costs
and revenues. (2) 1t could undermine state policies. (3) states may impose terms and conditions
n BSAs BSEs that differ from those of the FCC. and (4) other junisdictional problems ** Unlike
111, however. Section 276 provides the Commission with junisdiction over all tanffing

services * The Commussion has delegated to each state the review. pursuant to

guidelines. of pavphone taniffs filed in the state **  Given that the federal guidelines for
discussed above™ are the same in the state and federal junsdictions. there 1s no

f state policies or the creation of junsdictional conflicts. Moreover, 1n this case

1ang and matching provides a safeguard to ensure that unbundled features are available at rates
lat comply with the guidelines established in the Payphone Reclassification Proceeding We
conclude that the separations issues. if any. rased by allowing mixing and matching are
utweighed, in this case. by the importance of this safeguard to ensure that unbundled features

¢ Parte Letter of Michacl Kellogg. Counsel. RBOC Coalition to Mary Beth Richards, Deputy Chief
mmon Carner dureau (March 28 1997

Ex Parte Letier of Alben Kramer, Counsel. APCC 1o Mary Beth Richards. Depury Chief, Common

arner Bureau (March 27, 1997
Amendments of Par 69 of the ( ssion s Rules Relating (o the Creation of Access Charge
Subelements for Open Network Architecture. Notice of Proposed Rulemaking. (C Docket No 89-79. 6 FCC Red
38243538 para 65 (199
2ls0 Amendments of Pant 69 o s Rules to the Creation of Access
ments for Open Network Archect ¢ Rylemaking. CC Docket No 89.79, &
3989 at para 43 (1989
Payphone ¢

n Reconsideray

Payphone Order at para eraton at para 163 See also above




s that comply with the guidelines established in the Payphone

20. As discussed abe apon iewing the contentions of the RBOC
and the language 1 cites from the two orders in the Paypl | assificat

we conclude that the while the indsvidual BOCs are not in full comphance with the

quniements of the Payphone Reciassification Proceeding. they have made a good faith effor

comply with the requirements. The RBOC Coahion concedes that the Commussion’s

pavphone orders mandate the federal tanffing ot some payphone services, namely those that the

LEC provides to 1ts own payphone operations *' In addinon. the RBOC Coalition states that 1t

a1ll take whatever action 1s necessary to comply with the Commussion’s orders in order to be

ehg = payphone compensation at the earliest possible date ™ Therefore. because the

RBOC Coalmon has indicated 1ts intent to comply with the Commussion’s requirements, as

established by the Payphone Reclassification Proceeding, and because the Coalition’s narrower

reading of what payphone services need to be federally tanffed 15 based on its good faith efforts

t v with the Commussion’s rules, we adopt this Order. which contains a hmited waiver of

jeral taritfing requirements for unbundied fearures and functions a LEC must meet before

115 eligible to receive pavphone compensation- Because other LECs may also have failed to file

all the tederal tanffs for unbundled featres and functions required by the Payphone Order and

Order on Reconsideration. we apply this limited waiver to all LECs, with the limitations set
forth

21. In the Pavphone Order and Order on Reconsiderauon. the Commission

required that LECs file federal wanffs by January 15, 1997 with a 90-day review period for

unbundled features and functions ™ Consistent with our conclusions above and n the interests

ot bnnging LECs into comphance with the requirements of the Payphone Reclassificanon
Proceeding. we waive for 60 days the requirement that LECs have “jn effect . interstate tanffs

The Commssion 1s undertaking a proceeding (o reform the separation rules  Any problems, if they
will be considered 1n that proceeding  See Access Charge Reform. Pnice Cap Performance Review for
Exchange Carners, Transport Rate Structure and Pricing, Usage of the Public Switched Network by

tion Service and Internet Access Providers. Notice of Proposed Rulemaking. Third Repon and Qrder. and
Inguiny. CC Docket Nos 96262, 94-1 91-213, 96 263, FCC 96488 (rel. Dec 24, 1996) at para 6

See para 15, above

Ex Pante Letter of Michael Kel

on 10 Mary Beth Richards. Deputy Chief
n Carner Bureau (March 19, 1997




s assocrated with [payphone] lines by Apnil 1997 * We alsc

15th filing deadline and the 90-day review penod for interstate tanffs

ffs for unbur features and functions. as required by the

ceaing. as clanfied herewn. within 45 days after the release date

streamlined tanff review process  These tanffs will be effective no later
filing, unless suspended or rejected * Any LEC that files federal wnffs f.

within 45 days of the reiease date of the instant

sation provided by the Pavphonps

s long as that LEC has comphied with all of the

131 (and paragraph 132 for the BOCs) of the Qrder on

3 a LEC fails 1o file all of the requisite federal tanffs within 45 davs. or if

© eral tanffs for a parucular LEC are not 1n etfect atter 60 days from the date of reiease of

us Order. the LEC wiil not be ehgible to receive the payphone compensation provided by the
Payphone Reclassification Proceeding

In addiion. each I BOC must also file a wnitten ex_pal
10. 1997 advising on the status of intrastate tanffs for the features and
t1t has not vet tederally anffed. and stating that it commuts to filing federal tariffs
tures and functions within 45 days of the release date ot this Order  Submussion of
necessary before the Bureau may act on the BOCs® pending CEI plans

23 Waiver of Commission rules 1s appropniate only 1f special circumstances
warrant a deviation from the general rule™ and such deviation serves the public interest.”
Because the Commussion s required to review incoming tanffs for the unbundled features and
functions associated with payphone service, which have not been previously filed at the interstate

vel. we find that special circumstances exist in this case to grant a limned waiver of brief
duration to address this responsibility  In addition, for the reasons stated above., our grant of a
waiver in this hmied circumstance. would not undermine. and 1s consistent with, the
Commussion s overall policies in CC Docket No 96-128 to reclassity LEC payphone assets and

ure tair PSP compensation for all calls ongnated by payphones. Moreover. our review of the
interstate tfs that the subject of this itmited waiver will enable us to determine whether
these tanffs have been filed 1n accordance with our rules  Accordingly, we grant a limited

47U SC §402 Implementation of Section 402(bi 1A} of the Telecommunications Act of 1996, CC
Docket No 96187, Report and Qrder. FCC 97-23 rel Jan 31, 1997)

Because the industry has elected r and pay out compensation on a quarterly basis, the actual

begins 1o acen Apnil 15, 1997 will not be made unul after the requisite

s become effective within 60 days atter the release date of the instant Order
897 F 241164, 1166 (D C Cu

1159.(D € Cir 1969)
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waiver, as specified in this Order. ™ subject to the filing of federal wanffs for unbundied features
and functions within 45 days of the release date of this Order. This Order does not waive any
of the other requirements set forth n paragraphs 131-132 of the Order on Reconsideration
including the requirement that a LEC have “in effect intrastal tanffs for unbundied
tunctionalities

CLARIFICATION OF STATE TARIFFING REQUIREMENTS
Background

24, The Commussion concluded in the 70! ons tion that LECs are
requ to tanff basic payphone lines (smart, dumb, and inmate™) at the state level only ™
nbundled features and functions provided to others and taken by a LEC's payphone operations.
however, must be taniffed in both the intrastate and interstate junsdictions

25.  Inaddion. in the Payphone Order. the Commussion required that, pursuant

the mandate of Section 276(b)(1)(B). incumbent LECs must remove from their intrastate rates

any charges that recover the costs of payphones The Payphone Order required that states

determine the intrastate rate elements that must be removed to climinate any intrastate subsidies
These revised rates must be effective no later than April 15, 19977

B Comments

26. APCC filed a motion that the Commussion rule that LECs are ineligible to
receive payphone compensation because they have not tariffed their services to PSPs at cost-based
rates. and have not taniffed the “basic payphone line” separately from “coin service” features :nd
other unbundled functions, as required in paragraphs 162-163 of the Qrder on Reconsideration. ™

APCC states that 1t 1s filing its mouion to request that the Commussion declare, “if not within the

See paras. 2023, above

Id (emphasis added)

The Commussion noted in the Qrder on Reconsideration. at para. 131, that the LECs would also have to
ranff basic services for inmate phone lines

1¢ at paras 162-165 The Commussion provided gu:delines pursuant 1o which the states are 1o review
the state tanffs subject 10 the Payphone Reclassification Proceeding Id. at para 163

14 at paras 162165

Payphone Order at para 186

Motios of the Amencan Public Communications Council for a Ruliag o the Bell Operating ump.mn
Compliance with the Payphone Orders, CC Docket No. 96-128, filed March 26, 1997 ai 12 (*




CEl proceeding then in eparate ruling,” that the BOCs must sausty these
APCC aliso argues that the BOCs have not complied with the Commussion’s requirements that al
ices offered to PSPs be offered at cost-based r plving with the FCC's “new services
APCC contends that “[a)ithough the FCC stated that it will rely on the sates
mine whether state-tanffed services comply with the Payphone Ordets and Section 276
mmission made 1t clear that if a state 1s unable to review the wnffs, the Commission will

27. e RBOC Coalitic gues 1n an ¢x pane tiling that the new services test
enc 1 note 492 of the Qp Re: 1deration. applies only to unbundied elem
ines used for “dumb” payphones. which have not been provided to indepenaent PSPs 1in

past ¥ The RBOC Coaliion argues further that a contrary reading would (1) require the

es 1o apply a federal test to a purely intrastate service, and (2) require the states to apply the

s es test in circumstances where the test does not apply in the federal arena. because the
t 1ssue are not new *

28. 1 ex pante presentations. both AT&T and MCl argue that some LECs have

minate ntrastate payphone costs and subsidies trom thewr intrastate payphone

uired by the Payphone Reclassificauon Proceeding  AT&T requests that the

Commussion act promptly to enforce these requirements to prevent LECs from claiming
entitlement to interim payphone compensation before they have complied with the Commuission's
requirements "' GTE recently made an ex parte presentation on the intrastate taniffs it filed in 29
junisdictions. and 1t noted that the status of these tanffs vanes from state to state ™ APCC

intains that the LECs must file intrastate tanffs for payphone services that are cost-based

Letter of Michael Kellogg. Counsel. RBOC Coalition to Mary Beth Richards. Deputy Chief
Bureau. FCC (Apni 3. 1997)

Letter of E E Estey, Government Affairs Vice President. ATAT 10 Regina Keeney, Chief.
1 Burcau, FCC (March 28 1997), Ex Panc Letter of Leonard Sawicki, FCC Affairs Director
Willam Caton, Acting Secretary. FCC (March 20, 1997)

, Pane Leuter of E E Estey. Government Affairs Vice President. AT&T 10 Regina Keeney, Chief
Common Carner Bureau. FCC (March 28. 1997)

Ex Parte Letier of Charon | Hams, Director - Policy Matters. GTE to William Caton. Acting Secretary
FCC (Apnil 3, 1997)
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msistent with the requirements that certain subsidies be terminated. and nondiscriminatory '
Discussic

29. sion conclude tha
are disquali! ienm compensation pursuant to the Payph

n Proceeding ** APCC argues that the BOCs have failed both to retantf their basic

at cost-based rates. and u separately trom basic payphone

unbundled feature nctions ™ We have clarified above that the

Proceeding did not require by Apni 15, 1997, the ievel of unbundling

“ LECs. including the BOCs, must comply with the state tantfing requirements

assification Proceeding  In response 1o APCC's contentions. we conclude

tanffing requirement for cost-based rates  As required by the Order on Reconsideration, however
LECs. including the BOCs, must be prepared to cerufy that they have comphed with all the
Pavphone Reclassificauion Proceeding. tncluding those involving intrastate

ed he

hat LECs must comply with all of the enumerated

d 1n the Payphone Rectassification Proceeding. except as waived herein

payphone operations are cligible to receive the payphone compensation

that proceeding  Both independent PSPs and IXCs claim that some LECs have not

state tanffs that comply with the requirements set forth in the Order on Reconsideration
requirements are (1) that payphone service intrastate tanffs be cost-based. consistent with

n 276, and nondiscniminatory.” and the states ensure that payphone costs for
nregulated equipment and subsidies be removed from the intrastate local exchange service and
hange access service rates * LEC intrastate taniffs must comply with these requirements by
1997 1n order for the payphone operations of the LECs to be ehgible to receive
compensation ' As discussed above. ™ LECs that have not comphied with these

uirements has the




1on regarding the applicability of the
ces  The Commussion concluded in the

he tanffing of payphone services in ord
T'he plain uage of the Qrder on Reconsideration provides that
ces must st based. consistent irements of Section
mputer [I1 guidelines e footnote referred «
Coaly provides T to Commussion orders describing the applicable

ate review of intrastate tanffs are essenuially the same
r federal tanffs  On reconsideration. the Commission

me « g ents to the state junsdiction  The Order on
on required that st { r payphone services meet the requirements outlined
The Order on Reconsideration provides that states that are unable to review
e LECs t tanffs with the Commission ™

33. We cla nat. for purposes of meeting all of the requirements necessary

receive payphone compensation. the question of whether a LEC has effective intrastate tanffs

10 be considered on a state-byv-state basis.  Under this approach, assuming the LEC has
mplied with all of the other comphance list requirements,” if a LEC has effective intrastate
tantfs in State X and has filed tanffs in State Y that are not yet in effect. then the LEC PSP will
be able to receive pavphone compensation for its paypho in State X but not 1n State Y The
ntrastate « ¢ services. including unbundled features, and the state tariffs
t ubsidies must be 1n effect for a LEC to receive

d at para

See para 29. above




CONCLUSION

3 This Order
npetition among payphe
es he cfit
nterstate tanffing re ments tor unbundied
LECs must comp
XCs

he Commissy
hone Ke. a 2
he deadline for filng the fede f ain unbund

xtent necessary. and grant a umited waiver of the requirement that
re the LECs are ehgible to receive payphone compensauon
waiver. LECs must file federal tanffs for unbundled features and functions within
Each individual BOC must also file a wnitten ex_parte
he status of intrastate tanffs for the unbundled features
derally tanffed. and staung that it commuts to filing federal
and functions within 45 days of the release date of this Order
copy of uts ex pane n us CEI plan proceeding by Apnil 10
also waive the requirement. for a peniod of 60 days from the release date of this
se federal wanffs be effective before the LECs are eligible to receive payphone
This Order does not waive any of the other requirements with which the LECs
v betor CeIvINg compensation

35.  We emphasize that LECs must have effective state tanffs that comply with
urements set torth in the Order on Reconsideraion These requirements are: (1) that
payphone services state tanffs must be cost-based, consistent with Secuon 276
ondiscriminatory. ™ and consistent with Computer 1 tanffing guidehines. and (2) that payphone
costs for unregulated equipment and subsidies be removed from the intrastate local exchange
vice and exchange access service rates  LEC intrastate tanffs must comply with these
requirements by Apnl 1S, 1997 for the payphone operations of LECs to receive payphone
ympensation  As discussed above, for LECs that have not complied with these requirements
their payphone operations will not be entitled to compensation pursuant to the Payphone
Reclassificaion Proceeding. in the states in which they do not comply
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VL. ORDERING CLAUSES

cordingly. IT IS ORDERED. pursuant to Sections (1. Sic). 201-205. 276
Act of 1934, as amended. 47 U S C §§ 154(1). 155(c 1-205.276. and
of the Commission's rules. 47 C F R §§ 0 91 and 0 291 mited

1on s requirements to be ehigible to receive the compensation provided by

aton Proceeding. CC Docket No 96-128. 1S GRANTED 1o the extent

(2P N

=Tk

IT IS FURTHER ORDERED that each individual BOC must file an ex
ary. by Apnl 10, 1997, advising on the status of intrastate tanffs

€5 and functions that it has not yet federally tanffed. and staung that 1t
tantts for such unbundled features and functions within 45 davs of the

38. IT IS FURTHER ORDERED that this limited wawver SHALL BE

EFFECTIVE upon release
39 ITIS FURTHER ORDERED that the Motion of APCC requesting that the

ss1on conclude that the BOCs are disqualified from receiving intenim compensation under
1one Reclassificauion Proceeding IS DENIED

FEDERAL COMMUNICATIONS COMMISSION

M.

Regu 1 Keeney
Chiet. Common Carner Bureau

Each BOC should provid Py of 18 ¢ n tly to the Chief. Common Carner
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William P Heaston

Mr William Bullard. Jr
Fxecutive Director

South Dakota Public Utilities Comm
State of South Dakots

S$00 East Capitol Avenue

Prerre. South Da sot
n of the Pay Telephone Reclassitication and C ompensation
ns Act of 1996, CC Docket No 96128
Dear Mr. Bullard
(96-388 and 96-439) in the subject docket, the South Dakota switched access rules in

appropriately adjusted Currently. the South Dakota rules
witched access The FCC's implementing

With the FCC final order
sections 2010 27 and 20 10 28 need o be reviewed 3
direct that pay telephone cost are included in determining the cost ¢
order (DA 97-678), released April 4, 1997, s attached

In particular. the following sections of the rules should be revised

10:28°45, reference 1o public telephone terminal equipment should be removed

20/ 10 28 47, the last sentence which applies to coinless terminal equipment should be removed
01028 115, refers to comn collection expense and should be removed in its entirety

1S WEST Communications would like to participate along with other industry players as the Commission reviews

these rules
s |i\u\

William P Heastdn

Lnclosure

WPH mob
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Before the
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554
DA 97-678

CC Docket No 96-128

and Compensation Provisicss of the
Telecommunicatons Act of 1996

Adopied:  Apri 4. 1997
By the Chief. Common Camner Bureau.

L INTRODUCTION

) 18 hmommwmm(mmu)mnnamm
a lmued warver of the C s anffing features and
functions. as st forth ia the Pavphope Reclusificanon Proceeding. CCDodmNo 96-128.7
Local exchange camers (“LECs") must comply with these requarements, among others, before
they are eligible ©0 receive e compensanon from interexchange camers (TIXCs®) what is
mandated i At procecding. Because some LECS are not w full compliance with the
Commusion's federal wnffing req for led features and f under the
Pavphone Order and Order on Reconuderauon. we grant il LECs a limued waiver of the
deadline for filing the federal ranffs for unbundled features and functions, (o the extent necessary.
10 enable LECs © file the requured federal wantfs withia 45 days after the release of thus Order,
wth 2 scheduled effecuve date o later than 15 days after the date of filing. In addition, cach
ndividual Bell Operanng Company ("BOC") must file 2 wrinen gx panc document. by Apni 10.
1997. adwvising oo the stamus of wZastate @nffs for (e unbundled feanures and functions that 1t
has not yet federaily anffed. and stating that 1t commits 1 filing federal anffs for such features

’ For parposes of tus Order, the tarm *mrasae UnfT refes o 3 Wnff flled ia the stae junsdiction ed
the torm "iaterstae nif” refers 1o 2 wnff flad w the faderal juriadicnon.

L Implementanion of the Pay Telepbooe =d C of the
Telecorsmunicanons Act of 1996, CC Dacket No. 96-128, Repor: and Order, FCC 96-383 (rel. Sepe. 20, 1996)
*Bavpiens Qrder”). Order oa Reconssderauon. FCC 96439 (rel. Nov. 8. 1996) ("Order on Recoonderaion”)
ppes docxeted b 0o Dlisos Pl Teecommunications Assn. v, FCC and Unued States. Case No. 96- 1394
(D.C.Cur.. filed Oct. 17, 1996) (Soth orders togeter “Paxphoss Reclasifcancn Procoeding )
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and funcuoms wrtun 45 days of e release date of tus Order. Submussion of tus €X pagg
necessary befors the Burcau may acx oa ther peading efficient ca
("CEI") plans.” We aiso waive the requuemes:, for a period of 60 days from the release date of
tus Order, tiar these wersiate anffs tor unbucdled feanures and funcrions be stfecuive betore
the LECs are eligiblc (0 receive payphoae compensaton. [f, however, a LEC fauls o fie all of
the requte federal rartfs for uatundled fcanures and funcnons wihn 45 uysoxmc relcase date
of the mstam Order. n will not be 1w compla with e C and
cansequenuy, will 0ot be ehigible o receive payphane corcpensauon. This Urdcrmex oot waive
agy of the other requurements with which the LECs must comply before receving compersauon

2. Thus Order also reszates tat LECs must comply with ali of the caumerated
requirements esablushea in the Payphorne Reclassiticauon Proceeding betore the LECS' payphoce
opeTauons are clgihle O receive payphonc compensauon.  Tanffs for payphone services
.ndwm;w'unuum“m"uamuamn pursuamt 10 the Payphoge

L rQn Proceeding . must be cosi-based .«mumm&cuon..e DODAISCTUTINALOrY
and consistent wath Compyter [[] unffing guidelines * o addmon, the Eanmmmmm
PIneoiing required Slales (O ensure LAl paypaone Cosls for s
mmmtmmmlm:u_amewumm:mmmn These
nrastate @nffing requuremnents must be mat and the @nff; effecuve by Aprd 15. 1997 for the
LEC"s payphone operauions w receive the Dayphons compensauoa provided by the Payphone
Reshsafiquon Proceeding *

3. The Burcau takes this action, N I3 OWN HOGOD. PUISUADL Lo e auLhanity
delegazed 0 1t by the Commussion 10 the Qrder on Reconsideranon 10 detertnine whether a LEC
mmxmmo!wmw,mr’owIMz
compensanon.' The instan: Order advances e twin goals of Secuon 276 of the Act by

both among payp! service providers (“PSPs”) and the widespread

u;luymtr_ of payphons scrvices to the benefit of the geeral pudic *

! la additon L Nlng Ue G QEOS WS the Secretary i CC Docker No #6123, eacs of e BOGs must
s file & copy of & A DA @ s CEl plas procesding, aso by Apru 10, 1997

¢ s Qudo  Peceniiconioog & peras 131132

'l apaa. 16). As mxed in e Qg 08 RESSIUSCTMUGR. B niastie Gnfly are subjec 1o e ew
services wen Quigr on Reconidciion v 4 .o 4R

¢ See s Pavenoce Qrac ¥ paras 130167
Queer oa Reconudoauon & pasas (31-132

¢ doupm 132 SEaugid apam 163 Thee celcgauons of arbonry 1o i Buress are comsien
i Secues 291 of e the Coommuot's ruies. 47 CFR 4 0 6

47 L S.C § 376K
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0. BACKGROUND

4 o the Paypaope Reclassificauon Procceding. the Commussion noted that
Telecomamnicanons A of 1596 lly caanged anons 1t stated
that e 1996 Act erects 3 ;:ro-l y nanogal ed W0
accelerate apad privaie secwor depl of and
wchoologes and services (0 all Amencans by opening all (EECOMMUIICALONS MATKEs L
compennas. **® To that exd. the Cammission advanced the rwin goals of Section 276 of the Act
of *promot{ing] among p service pr and promot(wng) the widespreas
deployment of payphone services to the benefit of the general public. ™" It sought to eluminate
those regulalory conswaints tmt nbibit the abinly both © emer and cxit the payphone
markemlace. and 10 compeie for the nght 1o provide services (0 cusiomers tirough payphones
Al the same ume. the C Zed that 2 Uransuon penod is necessary 1o climinate
the etfects of some long-s@oading bamners (o tull compenuion 11 the payphone market. For this
reasoxs, it concluded that it would contmue, [or @ lumited tunc, O requlale CeTtun aspects of the
payphone marxe:, but only unil such ome 2s the MArket eVOIves 10 €Tase these SOUrCes of market
disworuons. =

S. o te Payphone Qrder. wae C - hat, wath
Secuon 276 of the Act, PSPsmwbcmmmun'ur “each and every completed wirastae and
\aterstate call” onginated by therr payphones.? For the first year of the compensanon provided

by the Pavpnone Qrder, the Commussion requured those [XCs wath anmual il revenues 1a excess
of $100 mullion to pay PSPs proporuonaze shares, based on theur respectve market shares, of
interzm, flat-rated compensauon in the amouwnt of 345.85 per payphone per montt ‘ Thus
monzhly amousn! is 10 compensate each payphons for an average of 131 access code calls and
1ber 800 calls. The Commussion concluded that LEC PSPs would be cligible 1o receive thus
.am,:-_'aum by Apnl 15, 1997, cace the LEC, among other things, erminated cerain sudsidies
flowing 1O Us pay)lOnc OperaLuns.

6. la the Qreder on Recopsiderpiion, the Commussion concluded tha
ehigibie o receive compentauon. 3 LEC must be able w werufy the following

* 5. Cont. Rep. No. 104-230. 104 Cazg . 24 Sexs. | (1996)
47U S.C.§ 2760K1)

PRrREoE ¢ arparas. 11019

(4 % paas. 4876

& u s 115-126

Quder on Reconudeniuon 4 pars 31




1) 1t bas an effective CoXt accounnng mamial ("CAM ™) fling. 2) if has an erfectuve

rersate CCL @antf retlecung & reguction 1or deregulaled payphone co

reflecting additiozal multiline subscriber Loe crarge (°SLC*) revemue 3

effectve masate @nffs reflectsy e ramoval of charges Lt recover

of paypoones aod any rastite sussidies 4) 1 has deregulatec and 1eciass

transierred the value of PIyphOne CUSIOMET PIECUSES eQUIpKDEnt PE°

Mmﬂa:wmamm 3) @ has o effec:

antfs for basik payphoae services ({or "dumb” aad “umart” payphanes), aad 6) it

mm;ﬂwmumwmzwmmmmmmamm

wazh those mes.

7. The Commussion aisc 2oted that additonAl requiTemests apply to those

LECs wat are BOCs

[o addmon w0 the requurements far all other LECs. BOCs must also bave approved
campamoly efficient wercomnecton ("CEI™)) plans for basic payphbone services
and obundled funcuonaliies prior IO reCLIVIDG CAmMPEDSADOD. Sumularly, pnior o
the approval of us (CEI] plas. a BOC may not acgouaie with locanon providers
on the locanon prowvider’s sclecty aod coafractog wath the camers that camy

weerl ATA calls from therr payphones

m. Q.ABIHCAHQ.‘_A.M;ED WAIVER

8. Lo the Payphone Qrder, the Commussion requured that LECs wnsf payphone
services at the tederal level.* The Payphons Qrdcr aiso requured that nerwork services provided
by a LEC > s payphone operanons must be federally anffed as well ** 1o e Qrdes on
Reconuderaugs. the Commussion required LEC: to file rnffs for the basic payphooe services

and unbundled fuxTopaktics 10 the 1Tastuc and Basic payph
services for “snarn* P . "dumbd® paypbooes, and umnaic

payphones, inchuding any faanues and *..x‘a.om that the LEC has uobuadled from the basic
payphoae une. which enable independent providers (o offer payphone services. and undundled
feanures and funcnons provided by a LEC 10 .ts payphane cperatons, must be tanffed at the state




evel ® The Commussion also requured thar the vabundled payphone feawures and functons
provided by a LEC 1 owiers and the vabundled teanures and functions provided by a LEC o 1is
payphone operanons must be tnffed m we federa junsducuon.”’ The Commussion aiso sated
12 the Payphone Order™ tiat whule i did ot require LECs 10 provide addiuonal unbundgling cf
feanures for payphone services by Apnl 13, 1997, saes could requure that LECs provide furtber

bundl and further L ‘~-candb:mby"§?xﬁum50(.smmm‘ym
the 120-day Open Network Architecnure (*ONA”) service process. ™

9. In aacinon. the Payphone Qrdar required that 1o us CEl plan a BOC must
explain bow 1t will provide basic payphone services and unbundled fuactionaliies and opuons
waken by the BOC.* The Payphone Order requured the filing of CEI plans for payphooe services
acmcmmﬂoapmvmmypmmxrvm.na y manner and

wnth other Comppter (™ and ONA requrements * .Bofmmnmrawupum..,

* LeesQizmos e Commiiuon concluced Al even LBOUES i rELuned IIBOMLY over
2yPOGEE NI, i dalegaed 10 W6 SRS CETLIN TEPGOLbIle. The Comeuiuon \ndacaied. Bowever, L if 3
e Was DOt ADiS 10 FEEpOnd O (BASE MEQUITEINERT e Mate could require Bar LECS W 13 siate Qe wi e
Commisuon wnsiead of the wac fof tase rempomnbizies delegated (0 e sae. [d. & para 163

"¢ wopam. 182165

®  Paygtons Qrder m para. 148
» ¢ PCC Ree | (1983) BOC QNA Orcen).

Eiling and Renew of Open Nework Arshiecrazs Py
=800 . SPCCWWHM\W 5§ FCC Red 3103 (1990)
3 FCC Red 4045, d.Califomua v FCC. ¢ F 34 1508 (% Cir

1993). 1ssem tFCCMWum»m Amendmer: Kecoms dermy mﬂum cktm‘ut 7649-50
(1991) (BQC ONA Punher Anxpameas Qrian. 8 FCC Red 2606 (1993) (
Amezdmen Ordey. oe, {or soview qeues. Califomia v FOC & F 341305 9'-"5.: -Wll

Under waar OHA plazs. BOCs must respond withia |20 days (0 requesDs 1rom COmpELAE CRAaDCE!
BOCL must base (D6 Gocisions 03 whetber 10 ProViae these new
wervices oo the ONA selecuon cniena ser tord 1 e Compuier (I Phas | Order: marer avea domacd. utigy
a3 percerved by the requestmg ESP. and cosing end teckmical femabuury. S65 Soasly QNA asnm Wity
Order. 10 FCC Red az 1728-29

* Paveos: Onic & e 204

% Amendmen of Sectian 64 702 of the Commisuan '+ Rules 4od Regulanoas (Cuamuir D). CC Docsr
Ne £5-279. Phas i, 106 FCC 23 958 (1986) (Phas | Oracs). imeoa- . 2 POC Rad 3035 (1967) (Baus |

. Sa0hez [gees . ) FOC Red 1135 “"-Wﬁm.mﬁ
4 FCC Red 3977 ( mmm.xm_:.rmxmmm Phase | Oier =d

Phass o Recon mﬁa_mmwmwi‘d“:'mu 1990), Phase L. 2 PCC Ree
3072 (1967) (Phass [1 Orden). w3 FCC Red 1150 (1988, Wm~
FCC Rt 5927 (1960 s [l Punier Reconiieniun Onien). B
F 241217 (9 Cu 1950), Commuuer 0] Remana Procesdasg, 3 FCC Red 77

g .7 FCC Red 909 (1992). peuy.for review degied, Calfomua v FCC. 4 F 34 1503 (b Cu 1993).
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uabundle, and associale with a specuc rae clemem 1 a wnff, Qe basc services and basic
service funcuons that underlie s provision of payphooe service. o addiuon, any opucns
avaiable 10 the BOC i the provisian of such basic services or funcuons would be acluded o
the unbundied offermgs.”

10.  Finally, w2 “compliance List" paragraph m the Qrder on Reconsiderauon.
the C Listed e with whuch a LEC must comply 10 receive payphone
¢ under the C 's rules. This compliance list requires the federal tarTing
of unhundled feamres associaicd with payphone lines. ™

1. The Order on Reconsideranon requured that LEC file federal @nffs by
January 15, 1997, 0 be effecuve no Later than Apn! 15, 1997.° A review of the federal anffs
filed by LECs and those detailed by the BOCs o thewr CEl plans revealed that some of the BOCs
and other LECs had not filed federal anffs for all the unbundled features and funcuons requured
bvuwmm lnrmwmmm several paraes filed
£X.pazis p of the two payphone
orcers

Commezis

12. Inan gz pane filicg, mmw‘mml it agrees that the
Wtwwmmmarwmwnnnm however, that
the federal anffing applies only to network-based, p specific feamres and 3
mMmMmmmmmw payphoas-specific features

—_—

Safeguards. 6 FCC Red 7571 (1991) BQC Safcxuads Orden). BOC Salemiards Order vacaisd i pan aad
(Smanged, Califormia v. FCC. 39 F.34919 (9 G 1994) (Cllilama D

Prcebons Ovier » paa. 202
14 atpara 204,
588 pana. 6. adove
Qner oa Reconsiderzuon. & pana. 131.
Qrdex o Reconuderanon & para. 163
#  The RBOC Coaliton consiss of all of the BOCs cxcept Ameniech.

¥ Es Page Lewer of Michael Kellogg, Counsel. RBOC Coalinos 1o Mary Bets Richards, Depury Chisf.
Common Carner Buress (Marca 19, 1997)

e




and funcuons, only those that 3 LEC providss 0 i3 own payphone operatons must te warffed ™
The RBOC Coalmon notes. Sowever, that *[w)batcver federal tarffing requuements ulumately
are mposed. the Coaliion mezmbers will of course camply wath those requuresnents “Y {1 stazes
that 1 wall support and comply Wik a0y reasonable resolunion of the tederal antfing ssue. o
ong as it does not delay the :apud Tanstonmauos of the payphone ndusTy thar Caongress
aended . or defer the legislauve wnient betund Section 276 to promote both CLOMPetioD AMOLE
PSPs and the widespread deployment of payphone services

3. In addmon. bowtz the RBOC Coaltion and we Amencan Public
Communicauons Counctl (*APCC®), which represems independent PSPs. filed detadled ¢x panc
presenzauons that set forth which payphone services they belicve must be federally tanffed
pursuan: to the Payphone Reclassificanion Proceeding *' The RBOC Coaliuion argues that the
Commussion's payphone orders esablish the princrple thar federal anffs cannot be required for
4 feanure un.ess Wt feanue 1 unbundled.® Therefore, e RBOC Coalition maimauns that 1is
dividual member BOCs wall anff all petwork-based, payphone-specific feaiures and funcuons
5ar tney have aobundled. but should not be requured W @nff at the rederal level any features and
suncuons that they bave not unbunaled

14. On the other hand. APCC argues it the Comzussion intended for the
basic paypLone line 10 serve as a building block o which addinonal features and funct:ons would
be acded as opuons, .xx.uiu;g SuCh OPUOLS a5 COWD SETVICe features, answer supervision. and call
blocking and screenmg ®  Consequently, APCC contends. each of these services is an

“unbundled feature or fuscton” that must be federally wnffed, if the funcuco is used by the
LEC, .n bundled or unbundled form, W provide payphoae service.* [In acdinoa. APCC argues

e

&

1 PEis Letier of Mxchaes Ketlogy, Counsel. RBOC Coalition 1o Mary Bews Kicharas. Deputy Chuef
Comman Carner Buresa. FCC (March mmLﬂ-MMFMuMWCa
Willas F Caon Acung Secreary, FCC (Mared 27, 1997)  As ducussad below i paragraph J6. 3 sumber of
mumamar\..dm Myummmﬂugmamm

, Schudmg ATAT. MCL, aad GTE

® k2 Panc Letter of Michac! Kellogy, Coumse!. RBOC Coruon 0 Mary Beh Richards. Deputy Qhie!
Commoe Carmer Bureas, FCC (Marcs 25, 1997) & &3

s

*  £x Pang Lower of Rober: F Alinch, Coussel APCC o Wiilm P Cawe. Acuag Secreary. FCC

Mases 27, 199 & 3
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tha the BOCs bave wot proposed w federally w@nif o servke leatres, such as com
SUPCIVISION, SO COLNREg, and ot ratng ~ APCC argues further that because 3 basic payphone
4De can be purchased wthout Ot service feanures, these 1canures are ool waheready apanof the
basiz payphonc Lre, and. '.":n::o.: saould be manffed separately as “unbundled feanmes and
funcrions® at the federal ievel *

c Duscussion

15. The RBOC Coalion and APCC have made ¢x DA[lS presenanons (o the

Compussion saff thar se: forth varymg P of e C ‘s federal anffing
requuements for payphane services. We conclude wthat the RBOC Coalition umerpretation of the
federal anffing 1 the two payp orders 1s 100 narrow and does not
retlect the level of Yed:n.l tanffing of unbundled features and funcuions required by those orders
More specifizally, the RBOC Coaliuon's inerpreiauon Goes aot comply wath the Commussion s
objecuve of ding Jgainst discnmusason through the federal tanffing of unbundled
feanures, because the Coalition does not inciude e unbundled features and funcoons provided
vy L.u.'s 0 others, Apu: from thosc Wken by a LEC's own payphoae operaions. The Payphone
“‘Ms:mam!mnnﬂm;afbo&hm:plnhom

unbundled ‘um.c.: and funcuons provided 1o othets and the unbundled feanures and funcaons
provided by the LEC 10 15 own payphons operanons must be tanffed (o avoud possible subsidics

and discnimunmation.

16.  On the other hand, we.nquA:muAPCCamzp:u:mrormetmm
anffing 1 the Pavphone 13 100 broad and
wmmmqmaxmmmhunﬂm;oxpaym!umun;mqmnﬂbyupmmdm The
payphone orders, however, wmlmcwwwmm'ummmmum
the basic payphone line by April 15, 1997 than we LEC provides on an unbundled basis.“ Thus,
we clanfy what, for example. if a LEC provides answer supervision bundled wath the basic
payphone lme. the LEC is requea seuner (o uapundie tat service from us sate anff for
paypbone service, cor federally @niff thar service by Apni 15, 1997 If the LEC, bowever.
provides agswer SUPETVISION On an uabundled bass. i must @nff tat service in both e state
and federal junsdictions

17. We clanfy here thar the unbundied features and functions addressed in the

gaus

wue

Pxmbsss Onde M para. (48, Onder 00 Reconucayuon o paras 162183
Parmbons Qnder & para. 148, Qrde oo ReCLNOCRUCE M pana. 65

= As docussed below @ para. 18,  sms may requre funber wbandling. and PSP may request addiiana
unbundled franmes md fumcnons from BOCH troaga e ONA 1 20-<day service request process

8




Pavphons Reclassificauon Sros £ 4t network services sumilar 1 basic service elemernts
“BSEs") under the ONA regulatary tranewaork BSEs are aefined as cptional unbundled feanires
hal an cphanced wIvices provider may require of find userul 1 configunmg it enbaaced
service.’ o this case, the unbunaled feanires are payphane-specific. actwork-based feamures ang
nunnons used o configunag unregulated paypboue operations proviaed by PSPs or LECs Some
of the LECs use terms such as tanffed “cptions” and “clective features” for network services that
other LECs call features and functions. Opuons and elecuve feanues must be federally unffec
{0 e SUDe SCUMSANCES a8 feadues and funcuoas must be federwly tanffed. depending on
whether they are provided on 2 bundled basis with the bagc neTwark payphone Lne (state tan?),
or separately on an unbundled basis (federal and sate anffs) “

18 We also clanfy that the requurement 1o file tederal @anffs apphes only w
payphone-specific, nerwork-based, features and L P 0 others or taken
by 4 LEC's operatons, such a5 answer supervision and call screemung. wuh the followang
qualificanons duscussed below * We agree with the RBOC Coalinon that the federal tanffing
sequirermem does Bot apply (0 DOD-NETWOTK seTvices. such as wside wire services.® Moreover
as suggested by the RBOC Coaluon. we do not wctude i tus federal anffing requiremes:
feanures and funcuons thar are generally avauable w all local exchange customers and are oaly
wncidenial 1o paypbone service, such as touchione services and vanous custom calling feanures ™
1o addtion, we clanfy here toat paypaonc-specific, aerwork-based features and funcuons must
be federally undfed now only if the LEC provides them separately and on an unbundled basis
fram e basic payphone iine, eTther W 1S payplone operalons or 1o others. because the payphone
orders did oot requure additiooal unbundling of feanires and functions by Apnl 1S beyond those
at the LEC chooses 1o provide © As required by the Payphone Bec'asuficauon Pro

“ Filing a0d Rev ew of Open Nawork Archuscrure Plass. /e | Megorgndam Ominieq aad Ok
FCC %8-381, 4 FCC Red | 11988) ("BQC ONA Ordcs

o GTE G

“  ser. o2 Applicalion of Cpen Nerwork asd
Red 358 (1995) &t pama. 11

“  Filiog sad Review of Open Nerwork Archuncoure Plass. Phase | Memoondumn Ozized aod Order. ¢
FCC Red | (1989 ("BOC QNA Order”), Pyyphions Order & pan. 146: Onder ¢ Recongderanan = paras. 162
166 Eagrmpies of other unbundied feanues and funcusns LA mma e federally wnffed if Ly are offered oo aa
uobaadled batis (o odTs o takeo by 4 LEC payphone operation 0o an uobendied besis mclude: call blocking,
com supervision additive. €0i8 £AAISE UANERILG0N additlve. COI FAUDE. ONEMA (e cumber icreency. xmd
1DDD blocking

*  E£a Pang Lemer of Michael Kellogg, Counel, RBOC Coaliticn w Mary Beb Rachards. Depury Chiie!,
Commaa Carmer Burems, FCC (Marex 25, 1997 & 2. Ex Panis Lauer of Robent F. Aldnich, Counsel, APCC 1o
Willam ¢ Catos. Acusg Secrewrry. FCC (March 27, 1997) & 2

" Leser of Michac! Kellogg. Counsel. RBOC Coalitsoz 10 Mary Bexb Richards, Depary et
Commoa Carmer Bureas, PCC (Marcs 25, 1997) ai &

2 Pryphons Orig M para. 148




however, 4 sale may requue farther unbunaling, and PSPs may request idditonal unbundled
features and funcuons from BOCs through the ONA 120-day service request process.

19. %Mmurmmwgum]pmmbmmmnd*an
federal and suze wnffs required by e Payphone ‘Luww
mmwmmmlmpmmmmmwwawly for anfls filed
purs;nt to the paypaonc orders because the Commussion has required that rates for both state
and federal tansfs mmst be cost-based and subject 10 the new services test.” We conclude that
the Pzyphone Reciasuiiauon Proceecmg does not prolubz the moung and matching of payphons
services between federal and state uriffs by LEC and mdependen: paypbone operations.  This
conclusion applies only 0 payphone services and does not affect Comouier (Il requiremenrs
In Computer (. the Commission did oot allow such muxing and matchmg because: (1) muxiag
and mawchmg could result n mismatch of basic service armangements ("BSA®) and BSEs costs
and revenues, (2) i could undermune suate policies, (3) stales may unpose texras and COBAILONS
on BSAV/BSTs thar differ from thase of the FCC. and (4) other junsdicnonal prodlems.*’ Unlike
Caompuyser [Il, kowever, Secton 276 provides we Commussion with junsdicuon over all ranffing
of payphone services % The Commusuon has delegated 10 each stle the review, pursuant to
federal guidelines. of payphone @nffs filed ia tie staie.™  Given what the federal guidelines for
anffing discussed above™ are the same o Whe sute and federal junsdicuons, there is oo
undermmiring of state policiss or the creatoa of nunsdicuonal coaflicss  Moreover, 1o this case
mxx.mguﬂmuch:n;pmwd:uukgwnwmuemxwrmueanmlea raes
that comply with the | 1n the Payphone R ficauon Pr We
conclude that e sepananons issues, if amy, rused by alowmg muing and matchmg are

outweighed, 1 this case, by e muportance of thus safeguard o ensure at uabundled feanues

"t

*  Ea Prag Lener of Mickael Kellogg, Counses. RBOC Coalion o Mary Bes Richards. Depuay Chief
Common Camer Barew (Mared 25, 1997)

»  Ex Prmg Lener of Albent Kramer. Comnsei. APCC 0 Mary Beh Richards, Depucy Chuef. Common
Carryer Bussss (Marcs 27, 1997)

" Amendmerss of Part 69 of the Commusuon s Rules Relaung © the Creauon of Access Qharge
Subelemens for Open Nerwork Archuecnure, Noace of Prososed Rulezaioss. CC Docket No 89-79, 6 FCC Read
4324, 4335, pana. 65 (1991)

" 14 566230 Amendmenis of Pant 69 of tie Commnion 5 Rules Relausg 10 e Crestion of Access
Charge Subelements for Open Nerwork Arcauscure, Nopcs 20 Proooscd Rulemaiing. CC Docker No. 89-79. 4
FCC Red 1983, 3989 a pana. 43 (1989)

“  Payphode OUoer  paras. 146-147

* Oz on Resyniideryiog & pan. 163

*  Pyyphouc Quier ¥ pars 146: Qréer 02 Recopngeranos at pan 163 Sor Jug para 2, above
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acd funcnoms ac avalable at raws thar comply with the gudeles esablished 1o e Payvphone
Reslasufiauen Proceeding i

D Walver

20. As discussed above,” upon reviewing the contentuons of the RBOC
Cmmmm;:ummmmmmmmm
Broceeding. we conclude that the while the wdividual BOCs are not i full compliance with the

of the Payphong ey bave made a good famh etfort
10 comply wih the requurements. The RBOC Coalnon concedes that the Commiswion's
payphone orders mandate the federal unffing of some payphonc seTvices, namely thase that the
LEC provides 10 us own payphone operancas. a addition, the RBOC Coalmon states that it
will rake whatever acuon is Decessary W comply Wt the Comumussion’s orders in order o be
eligible o receive payphone compensaton at the carliest possible date.™ Theretore. because the
RBOC Coalition has wndicaed us iatent o comply with the Commussion s requiremenss. as

Lished 5y the Payphors Reclsuify Pr and because the Coalition's narrower
reading of what paypbone SETvices nced 1o be federally tnifed is based oz its good fauh efforts
0 camply with the Commussion's rules, we adopt thus Order, which contams a limued waiver of
the federal tanffing req; for feamres and a LEC must meet before
it is eligible  receive payphone compensanon: Because other LECs may also have failed w file
aumlmmlarwwfmmmmm:MWMWm
the QOrder on Resonsiderggon, we apply tus Liunited warver w all LECs, with the limuanons set

forth below.*

21.  lo the Payphone Order and Qrder op Reconuiderauon. the Commussion
requured that LECs file federal anffs by Jamuary 15. 1997 wath a 90-day review penod for
unbundled feanuzes and functions.*  Conssient with our conclusions above and in tte interests
of bnnging LECs wto with e req of the ol
Progeeding. we waive for 60 days the requuement that LECs have “geffeq  imerstate anffs

The Commmsnos 13 UBETaking 3 Proceesing 10 re{orm Lhe LPAIIOn Nucs Ay problems. .f they

Neonez of 3 8
Noge of lagury, CC Dockat Noa. 56-262, 34-1,91-213, 36-263, FCC %6448 (el Dec 24, 1996) a1 para. &

@ §ec para 15, above.
S Eg Pang Lemer of Mictaal Kellogg. Counsei. RBOC Coaliuan  Mary Beb Richards, Deputy Qhuef.
Cotunon Carner Boreau (Marcs 19, 1997)

“u
¥ jes pams 21-23. below
*  Quder on RECINICIRUCS ¥ pan 111 (empoass aided)




for unbundled funcuopaliies associted wih (paypbooe| lines™ by Apnd 15, 1997 ¥ We 3lso
waive both the Jamuary 15th filing ceadline and the 90-day review period for interstate tanffs
&.mfumuaam‘uwtmmﬁmm as required by the
Payphons R P as clanfied herein, wathin 45 days afer the release cate
of thus order under the streamlned @ntf review process. These @nffs wall be effecave o later
than 15 days after filing, ualess suspended or repected.* Any LEC that files federal mnffs for
unbundled funcuomlities, 25 clanfied Serem, within 45 days of the reiease date of the wostant
Order will be cligible w collec: e payphone compensanon provided by the Pavphops
Reclacafiauon Proceeding oo Apnil 15, 1997. as long as thar LEC has complied wnth all of the
other requirernents set forth in paragraph 131 (and paragraph 132 for the BOCs) of the Qrder oo
Resoznideranon. * If a LEC fails 1o file all of the requisie federal @anffs wittun 45 days, or 1f
the federal wnffs for a parucular LEC are not 1a effect after 60 days from the date of release of
s Order, the LEC will not be eligible 1o receive the payphone compeasation provided by the

Payphone Recassificauion Proceedmg

22.  In addinan. each ixdividual BOC must also file a2 wnues ¢x pans

documer=, by Apnl 10, 1997, advising op the smms of icwrastate @nffs for the feamres and
ﬁmc.am,xuhnmxyu(cd:zﬂynnﬁ:d.mmmwnmmuummmqrmunf{;
for such feamues and funcuons within 45 days of the release date of this Order. Submussion of

this ¢ Dagte is necessary before the Bureau may act oa the BOCs' pending CEI plans.

23.  Waiver of Commussion rules 1s appropnate only if special cucumstances
warran: a2 deviation from the geocral rule™ and such deviation serves the public interest.”'
Because the Commussion 15 required 10 review anffs for the features and
funcuons associated with payphooe service, which have 5ot been previously filed at the meerstate
level, we find that special cucumstances exist o this case 0 graxt a lumited wauver of bnet
durauor 1o address this resporsibility. [n addition, for the reasons stated above, our gramt of a
waiver iz Uus lunited cucumstnce, would not undermupe, and s comsistent wath. the
Commussion's overall policies in CC Docket No. 96-128 o reclassufy LEC payphone assets and
ensure fair PSP compezsauon for all calls d by paypbo . our review of the
interstaze @anffs that are the subject of tus Lmited waiver will enable us to determune whether
these @anffs have been filed 1n accordance with our rules. Accordingly, we grant a Limited

o
i

“ 47 U.S.C.§ 402, mplemeniation of Secnon 402K 1KA) of e Telscommunications Act of 1996, CC
Sockes No. 9%6-187, Report and Order, FCC 9723 (el Jaa. 31, 1997
®  Boczuse the tadumry bas elecied © bull for 24 pay out compensanon 6 a quanierly bans., the acmal

payment for compeasaion that begins 0 accnu 08 ATl 13, 1997 will oot be made unul afier the requisite
federal tanf?s bocome cffective wiihio 60 days afier Ui relassc date of the iastant Order

LY Jldar Tsl o 3 L 897 F 24 1164 ©166 (D.C. Cir. 1990)

WA[T Radio v FCC. 418 F.241153. 1159 (D.C.Clr 1969)
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waiver, as spectisd in this Order. ™ subject 1o the filing of federal tanffs for unbundled feanres
and funcuoos within 45 days of the relcase date of this Order. Thus Order does not waive any
of the other requurements set forth in paragraphs 131-132 of the

inciudmg the requirement that a2 LEC have “in cffet gmagaie. =nffs for unbundled
funcoomalines..."”

V. CLARIFICATION OF STATE TARIFFING REQUIREMENTS
A Backeround

24.  The Commission cancluded in the Qrder on Recopmderanon that LECs are
m'mwmﬂb:n:paypmlm(mn cumnb, and immaic™) ar the sate level oaly.”
feanures and fi pi d wmmmwxﬂspmmw

however, must be ariffed wn bath the and

25.  loaddinon, inthe Payphors Order, the Commussion required that, pursuant
0 the mandate of Secuan 276(b)1)X(B), waumben LECs musz remove from their intrastate rates
mycbxrguv.hurxovu-mmdpnyphm The Payvphope Order required that states
that must be removed o elimunate any wnraste subsidics
mmmmummmummmw 19977

B.  Commeas

26. APCC filed 2 moton that the Commussioan rule that LECs are ineligible
mvzwypm:mmmmmwmumﬂwmmMMmm
rates. and have not rrtffed the “basic payphone line” separately from “coin service” !nnn:zm

otber unbundied funcuons, as required wn paragraphs 162-163 of the
APCC states that it is filing s mouon w request that the Commussion declare, .lno(vmmx::

™ Sec paras. 20-23, above.

" |4 (cmphasis addad)

*  Toe G nowd @ e Qrigr og & pana. 131, hat e LECs would also have 0
Lanff basc services for Lamate phose lines.

™ g mpeas 162-163. The Commussion provided pudelines purscant 10 wiich (he SLEES A€ 1o review
e sate Gnfls subect © e Pavobone Reclauticrion Procesdiaz . = pana. 163

® 4 = parm. 162-165.

" Preahone Onder a para. 186.

" Moucn of the Amencaa Public Communicanons Council for 3 Ruling oo the Bell Operasung Companses
Cosmpiiasce wih t Pryphove Orders. CC Decket No. 96-128, filed March 26, 1997 w 1-2 ("APCC Moaog*).
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C._pmm..ammn::u';ha':&i(ﬁmlumrytwmqm:encnu"
APCC also argues tat e BOCs have not wah the that al
mmwm'om:uofmumhmnmmlymmmmm "Dew services”
w51 ® APCC contends thar “[ajihough the FCC stated that it wall rely on the smwes to
determune . whether sate-anffed services comply wub the Payphope Orders and Secnon 276
the Commussion made i clear wat if 2 sate 15 unable (o review the anffs, the Commussion will
& 50.°8

27. The RBOC Coalinop argues w an X Dantk filing that the new services test,
as referenced 1o now 492 of the Qreer on Reconudemauos. applics only t unbundled elements
of the Lmes used for “cumbd” payphones, which have not been provided 10 mdependent PSPs in
the past.® The RBOC Coalition argues further that a comtrary reading would (1) requue the
stawes (o apply a federal st w a purcly wmaste service. and (2) requure the states 1o apply the
20W LCTVICES IS0 IN COTUMSANCES Where e test does not apply in the feocral arena. because the
services at msue are oot new.

28. Inmwmss both AT&T and MCI argue that some LEC; have
oot acted w0 P costs and dics from thewr intrastale payphooe

m-.ffsumuﬂbym?lnm ¥ AT&T requests that the
act prompuly 0 exforce these -requuemenss 10 prevent LECs from claiming

junsdicions, and it poted thar the smms of these QN vanes from sate W e ™ APCC
manrans that the LECs must file intrastate wnffs for payphone services that are cost-based,

o aes
B Ex Pans Lener of Mictael Kellogg, Couzsel. RBOC Coalizog 0 Mary Bew Richards, Depury Chue!
Common Camer Buresma, PCC (Apnl ), 1997).
° &

*  Ex Prng Lemer of E.E Eney, Govermmen Affurs Vice Preudes. ATAT 1o Regma Keeney, Qhic!,
Commos Camer Buresu, FCC (Marct 28. 1997). Ex Pans Leoar of Leosasd Sawncks, FOC Affars Director,
MCI 1 Williaz Caoa. Acung Secreury. FCC (Marcs 20, 1997)

®  Ex P Lemer of E.E. Exiey. Governmess Affars Vice Pressdess, ATAT 1o Regina Keency. Chm!
Cemmon Camer Bureaw. FCC (Marcs 28, 1997)

*  Ex Parg Lever of Charos J. Hams, Direcsor - Policy Maners. GTE to Willas Catoe, Actng Secreeary,
FCC (Aprud 3. 1997)
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consisten: with 1he requirements that ceaun subsidics de termunated, and nondiscruminatory

C.  DRisusaon

29. We deny the APCC Monon that requests that the Commussion canclude that

the BOCs are disqualified from receiving UZErmn cOmpensation parsuam 0 the Pyvphons
® APCC argues tzt the BOCs have failed both 10 resantf their basic

payphone services at cost-based raies, aad © wrrff separazly from basic payphone Lines cotn
service fcatures and other unbundled feanxres and fancnons.® We have clanfied above that the
did not require, by April 15, 1997, the level of unbundling

B P
sought by APCC.® LECs,
of the
mmmmmwnmwmmwmmmun:wmmm&m
for cost-based rates. As requared by the Qrder on Recopsiderauon, bowever.
Cs, including the BOCs, must be prepared 10 cernfy that they have complied with all the
of the Payphons R those ng
@anffs, subject (0 the limited waiver provided heremn.

30. We emphasuze tha [ECs must comply with all of the cmumerated
requirements esablished in the Pavphope Reclasuficanon Proccedmg. excep as waived berem,

before the LECs’ payphone operations are elipibic w recerve the payphooe
Both

compensanon
by wat PSPs and IXCs claim that some LECs have oot
mmmwmlymmmmmlmmm
These requirements are: (1) that payphone service intrastate tariffs be cost-based, consistent with
Section 276, and nondiscrumunatory.”™ and (2) that the states enswc @ payphone coss for
mnmdequwmmﬂmwubzmcvmkmwmlummum
u:hn“mmunm LEC igmastate wunffs must comply with these requirements by
Apnil 15, Immom=1muumumo(mwc;wuwmuwmn
above.™ LECs that have not complicd with thesc

paypho P
* Bz Puw Leaer of Alert Kramer, Counsel, APCC 10 Mary Beth Richards, Depury Chie!, Commmon
Carner Burems. FCC (March 28, 1997)
®  APCC Motca & 1, 4-3.
"4
®  See para 15, above

- = pars. [6). As mmed o e
are subject (0 G mew services . Onder 02 Racoauderanon & para. 163, n. 492

" Pavphone Opdeg m pans. 148
" Acy party who believes that 3 pactucular LEC's mrrestass wanffs (ai 1o mest (ase requarements A the
me!lm-mmmcﬂm 47USC j208
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requireziesis Wikl ot be cattiad 1o receive Compensauon.

31. We disagree with the RBOC Coalwon regarding the applicabulay of the
feceral gudelines for sare an/fing of payphone services. The Commussion conciuded in the
Qruicr on Recomuderanion thar « had jursdicion over the wniffing of payphone services m arder
0 mplement Secuon 276. The plam Lasguage of te Quider on Recomsideranag provides that
state @riffs for payphone sCTVICSS must be cost based. consistent with the requirements of Section
276, pondiscrunrmatory, mmmwm The foomore referred o
‘;yrth.BOClemnnmvmn mg the
Commuier I

32. The guidelines for state review of mrrastate anffs are essenually the same
as those ux 'uded i the Payphope Orger tor federal untss. On recoasiderauon. the Commission
stazed thar 2ithougn 1t had the authormry under Secuon 276 o requure federal antfs for payphone
services, 1t delegated some of the unffing requuements 0 the sate junsdicton. The
Recorniideraiion requared that stze @ruffs 107 payphone services meet the requiremenss outhined
above.” The Order on Reconsideragon provades that states that are unable to review these anffs
may requure the LECs to file the urffs with the Commusuon. ™

33.  We clanfy that, for purposes of meeung all of the requirements necessary
to receive payphone compensauon, the question of whether a LEC has effectve wtrasme aanffs
is w0 be copsidered on a stac-by-state baus. Under wus approach. assuming the LEC bhas
complied with all of the other compliance list requirements.™ if 2 LEC has effective muastate
tanffs wn State X and has filed ranffs m Staze Y that are not yet in effect, then the LEC PSP wal]
be able o recerve payphone compensaton for s payphones 1o Staze X bul not 1o Staze Y. The
intrastaze antfs for payphone services, mcluding unbumdled feanues, and the sae unffy
removing payphone equipment costs and submidies must be 1 effect for 2 LEC © receive

COMpensauOn Ul A parucilar sals




V. CONCLUSION

34. Thus Order advances the rwan goals of Sectian 276 of the A< by promourg
DOt COMPEUTON AMEDg PAyphone service providers ("PSPs”) ana the widespread deployment of
ypmxsuvm.omu:morm:gmm“‘ o tus Order, we clanfy the
's andfin: reg for feamures and fuacuons, as set forth
amwm}zmumm LECs mus: comply with these requirements before
mmwphkwmvemmmnmm&mnummwm
Because some LECs are oot m wih the C feanure and
fw.mwﬂmmmmm&mmwgm
all LECs a hmoed warver of the deadline for filing the federal anffs for certun unbundled
feazures and funcuons, (0 the CXIED DECEIAry, and gram 2 lunated warver of the requaement that
these ardfs be cifgcgve betore e LECS are eligible 10 recrive payphoue COMPensation
Pursuan: w tus vaiver, LECs must file federal tanffs tor unbundled feanures and functions wrthuo
45 days of the reiease date of thus arder. Each mdividual BOC st also file 3 wnzen ¢ panic
document, Ly Apnl 10, 1997, advising on the smarus of iazraszate tanffs for wie unbundled features
and funcnogs thar 1t has ot yet federally tnffed, and sanng that it commus to filing federal
warréfs tor such usbundled feanures and funcuons within 45 days of the release date of this Order
Eaca of the BOCs must also file a copy of 1ts gx pagg o s CEl plan proceeding by Apnil 10,
1997 We also wave the requrement, {or a-period of 60 days from the release dae of thus
Order, that these federal anffs be effecve before the LECs are eligible o recetve
Thuomadmwwvtmyulm:ahamqwmwummu&
nmmylybdvnmxvmmpmnmn

35. We ermphasae that LECS must bhave cffecuve state tanffs tnt comply with
e requoements sez fort 1o te Ordear on Reconuderanon. These requirements are: (1) that
payphone services suie unffs must be com-based. coomistent wath Secmon 276,
nondiscrumunacory, “® and connistent with Compuir I[] anmting gwdelines, and (2) that payphone
costs for unregulaled equipment and subsidies be removed from the intrastale local exchange
service and exchange access service rawes. LEC imrasare anffs must comply with these
requureznemss by Apnil IS, 1997 for the payphone operanons of LECs to reccive paypbooe
compensation. A discussed above, for LECs that have oot comp wuh these
mcu paypbone operauions will not be esntied w compensanon pumam to the Payphone

in the stazes in which they do oot comply ‘@

47 US.C § 27600X1)

i




VL QRDERING CLAUSES

36. Accordingly. IT IS ORDERED, pursuam 10 Sections 4(i.), 5(c), 201-205, 276
of the Communications Act of 1934, as amended. 47 U.S.C.§§ 154(i), 155(c), 201-205, 276, and
Sections 0.91 and 0.291 of the Commussion’s rules, 47 C.F.R.§§ 0.91 and 0.291, thae limited
waver of the Commussion's requi smezs to be eligible © receive the compensation provided by
the Payphane Reclassfiquon Procesding. OC Docket No. 96-128, IS GRANTED 1o the exteat

stated berem.

37. IT IS FURTHER ORDERED thar each mdividual BOC must file an gx
pans document with the Secretary. by Apnl 10, 1997, advizng on the status of inrastase tariffs
for the unbundied feanires and fancnons Mat it has not yet federally triffed. and s;ammg that it
comzmuts to filing federal anffs for such untundled feanires and funcuons within 45 days of the
reiease date of this Order.*®

38. [T IS FURTHER ORDERED that this lmued waiver SHALL BE
EFFECTIVE upon release.

39. ITIS FURTHER ORDERED that the Moton of APCC requesting that the
Commission conchude that the BOCs are disqualified from receiving terum compensation under
the Pavphone Reclassificanon Proceeding IS DENIED

FEDERAL COMMUNICATIONS COMMISSION

R g

*  Each BOC sbould provide = copy of it g4 DiIg Gocument duverly 1 the Chinf, Common Carner
o
pY




Because of the Telecommunical

fed in determiming intrastate

pay telephone service tha
version of the switched access cost study pre 1 Docket TC9%- 107 The effe

service are shown a1, the atta ¢ changes to the Stafl”

Common Line | Local Switching

| Staff Position K]

Coin Deregulation

[ Difference

[ Adjusted for FCC " T EXIEE]]
1

The ov 1 per minute will go from S0 061459 in the Staff position. to $0.06086 when adjusted o rem

pay tek ? The current tanfe tched access rates are half the costs shown in the 1€96-107
o the cost study approved in TC93-108  Currently, there 1 no intrastate subsid

relationship s not necessary to adjust the switched access rates for the effect

deregulatior

Attached for your convenience are the Sheet A print

model inputs for coin

Wayne G Culp

Director - State Finan
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TELECOMMUNICATIONS SERVICE FILINGS

These are the lelecommunications service filings that the Comrmission has recerved fof the period of

04/11/97 through 04/17/97

It you need 4 compiete copy of a filing faxed. overnight expressed. or maded 10 you. please contact Delane Koibo within 1

| |
DOCKET DATE INTERVENTION

NUNBER | TITLE/STAFF/SYNOPSIS | Fueo | “benoume

REQUEST FOR CERTIFICATE OF AUTHORITY

for a Certificate of Authonty to operate as a telecommunications company within the stat

er which intends

e basis
I seek authortty at th

VTN M DY




U S WEST, Inc

ISSWEST

N D NS

William P Heaston

RECEIVED
1997
A PUBLIC

MMISSION

VIA OVERNIGHT DELIVERY S0 y
UTILITIES

April 29 1997

Mr William Bullard, Jr

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capitol Avenue

Pierre, South Dakota 57501

Re: Petition of MCI Communications Corporation and AT&T
Communications, Inc. to Certify LECs as to
Compliance with FCC Payphone Orders
Docket No. TC97-039

Dear Mr Bullard

Enclosed for filing in the above-referenced docket is an onginal and ten (10)
copies of U S WEST's Petition for Leave to Intervene

Please file stamp the extra copy enclosed and return to me in the enclosed self
addressed stamped envelope Thank you

Yours truly

’ "’(
Welleewm [ ffeaas
Wiliam P Heaston ¢ /7245

WPH mb
Enclosures




BEFORE THE PUBLIC UTILITIES COMMISSION
)F THE STATE OF SOUTH DAKOTA

IN RE: PETITION OF MCI COMMUNICATIONS )
CORPORATION AND AT&T COMMUNICATIONS, ) DOCKET NO. TC97-039
INC. TO CERTIFY LECS AS TO COMPLIANCE )
WITH FCC PAYPHONE ORDERS )
PETITION FOR LEAVE TO INTERVENE
ant to SDCL 1-26-17 1 and ARSD 20 1001 1502 USV
Communications Inc ("USWC') by and through its attorney hereby petitions for an
Order allowing it to intervene in this docket. and as grounds therefor states
On or about April 14, 1997 MCI and AT&T filed a petition to investigate
compliance of all certificated local exchange companies (LECs) with the Federa
Communications Commussion (FCC) orders on payphone reclassification
MCI anu AT&T request that the Commission determine and certify whether all
certficated LECs have met all state-specific requirements identified in the F(,C's orders
USWC believes its intervention should be granted because USWC 1s one
of the local exchange companies which has a requirement to comply with FCC orders
on payphone reclassification
Accordingly. USWC respectfully requests that this petition be granted
DATE [)nnqu'—k—t]ayu! Apnil 1997

Respectiully submitted

us \.'.‘b‘y (;Q AUNICATIONS INC

By \!
Wiliam P Heaston

1801 Califorma Street. Suite 5100
Denver Colorado 80202
Telephone (303) 672-2810




CERTIFICATE OF SERVICE
The undersigned certifies that on this A { day of Apnil, 1997 an onginal and ten

copies of the foregoing PETITION FOR LE /«V[ TO INTERVENE of U S WES
Jommunications. Inc was sent via overnight mail to the following

Mr Wilham Bullard

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capitol

Pierre South Dakota 57501

and a true and correct copy was deposited into the United States mail. postage prepaid
addressed to the following

David A Gerdes and

Robert K Sahr

May Adam Gerdes & Thompson
Attorneys for MCI

P O Box 160

Pierre SD 57501-01¢

John Lovald

Olnger Lovald Robbennolt & McCahren
Attorneys for AT&T

P O Box 66

Pierre SD 57501

U S WEST Communications. In

/
‘/ ..L!.U e




SDI' I ‘ : South Dakota Independent
Telephone Coalition, Inc.
s e

Richard D. Cont

May 2, 1997 .
RECEIVED
MAY 199
\‘!r Bill Bullard, l:(cctfll\c l)u‘rc(m SOUTH DAK A PUBLIC
South Dakota Public Utilities Commission JTILITIES COMMISSION
State Capitol Building
Pierre, SD 57501

RE TC97-039
Dear Bill
Enclosed for filing you will find the original and ten copies of SDITC's Petition to
Intervene in the above referenced docket  As indicated by the Certificate of Service, also

provided, all other parties of record have received a copy by US Postal Service

Thank you for your assistance in this matter

Sincerely,

0O A
ieflard D Coit  ~
Executive Director and General Counsel
David A Gerdes

Robert K. Sahr
John Lovald




BEFORE THE PUBLIC UTILITIES COMMISSION
RECEIVED

OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE PETITION OF

MCl TELECOMMUNICATIONS CORP. ol
AND AT&T COMMUNICATIONS, INC. TO DOCKET T(97-03%
CERTIFY LECS AS TO COMPLIANCE WITH

FCC PAYPHONE ORDERS

SDITC Petition to Intervene

The South Dakota Independent Telephone Coalition ("SDITC”) hereby petitions the
Commission for intervention in the above captioned proceeding pursuant to SDCL 1-26-17 | and
ARSD §§ 20 1001 1502, 20 1001 15063 and 20 1001 1505 In support hereof, SDITC states
as follows

I SDITC 1s an incorporated organization representing the interests of numerous
cooperative, independent and municipal telephone companies operating throughout the State of
South Dakota

2 As expressly noted in the Bylaws of SDITC, duly adopted by the Coalition, “one of
the prnimary purposes for the formation and ewstence of the South Dakota Independent
Telephone Coalition is representation by the Coalition before the South Dakota Public Utilities
Commission *  The member companies of SDITC have delegated to the SDITC Board of
Directors and its President the authonty to intervene on their behalf in PUC proceedings which
will or might potentially impact their common interests

3 MCI Telecommunications Corporation ("MCI”) and AT&T Communications, Inc
("AT&T") have jointly filed with the Commission a petition dated Apnil 14, 1997, requesting
that the Commission initiate an investigation of all certified local exchange carriers for purposes
of determining whether such carriers have complied with state-specific requirements established
by the FCC in its orders on payphone reclassification and deregulation (issued in CC Docket No
96-128) MCI and AT&T are further requesting that this Commission certify the compliance of
each individual LEC and send notice to the FCC indicating which LECs should be deemed
ehgible to receive payphone compensation per the FCC orders

4 As LECs currently providing payphone services within their exchange areas. SDITC

member companies stand to be impacted by and have a pecuniary interest in this docket  Based




on the interest of its member companies SDITC 1n its representative capacity 1s also an interested

party to this docket and has a nght to intervene heremn

S With respect to the MC1 and AT&T petition and the specific relief requested, SDITC

opposes the commencement of a proceeding as MCl and AT&T suggest to investigate

comphance with the FCC payphone orders and officially certify the eligibility of LECs to receive
payphone compensation  All SDITC member companies are at this time in the process of
preparing filings that will be presen.ed to the Commission on or before May 19th for the purpose
of meeting the state-specific payphone compensation requirements  Filings will be made shortly
by all SDITC member LECs addressing each of the state requirements set forth in the FC(
orders  Filings will be made reflecting the removal of payphone costs as identified in the FCC
orders from exchange access services and also each LEC will file with the Commission
information regarding its basic payphone service rates and rates to be charged for related
unbundled funtions

6 The MCl and AT&T petition 1s clearly unwarranted and fails to take into account an
additional payphone order released by the FCC on Apnil 1S, 1997, DA 97-805 which provided
all LECs additional time to meet the state-specific filing requirements and establish their
eligibility to receive payphone compensation  MC1 and AT&T suggest without any basis that
LECS are out of compliance with the FCC orders and thus not eligible to receive payphone
compensation Because the FCC has granted a waiver of its previous April 15th deadline, LECs
now have until May 19th to make filings at the state level and establish compliance with the
prescribed state requirements

7 There is also no support in the FCC's payphone orders for the process of PUC
certification being requested by MCI and AT&T  The FCC specifically rejected claims by
interexchange carriers (“IXCs”) in its rulemaking proceedings that an actual certification
document should be submitted to the FCC  The FCC orders state only that “LECs must be able
to certify” that they've saustied each of the individual prerequisites to receiving the
compensation mandated by the payphone reclassification proceeding  The orders do not call for
an actual certification filing with the FCC by LECs or state utility commissions  As stated in the
FCC's Apnl 15" Order, DA97-805, page 7, par 22

The Commission [FCC] did not require that the LECs file such a certification
with it Nothing in the Commission’s orders, however, prohibits the IXCs
ibligated to pay compensation from requiring that their LEC payees provide suci,




a centification for each prerequisite  Such an approach is consistent with the

Commission’s  statement

that

we leave the detals associated with the

administration of this compensation mechanism to the parties to determine for

themselves through mutual agreement

The relief requested by MCI and AT&T is at this time unnecessary and is also inconsistent with

the FCC rules which contemplate that IXCs questioning the comphance of individual LECs

should seek a statement of certification directly from the LECs

% Based on the forgoing. SDITC respectfully requests permission to intervene in this

matter and would urge the Commussion to take prompt action dismissing the MCI and AT&T

Pentior

Dated this 2nd day of May

1997

Respectfully submitted

THE SOUTH DAKOTA INDEPENDENT
TELEPHONE COALITION

By =Xl [\ aet”

Richard' D Cont
Executive Director and General Counsel




CERTIFICATE OF SERVICE

1 hereby certify that an original and ten copies of SDITC's Initial Brief was hand delivered
on theZw,-_ day of May, 1997, to the following person

William Bullard Jr

Executive Director

South Dakota Public Ulities Commission
State of South Dakota

500 East Capitol

Pierre, SD 57501

And true and correct copies were delivered via the US Postal Service addressed to the following
persons

David A Gerdes

May, Adam, Gerdes & Thompson
503 S Pierre Street

Pierre, SD 57501

Robert K Sahr

May, Adam, Gerdes & Thompson
503 S Pierre Street

Pierre, SD 57501

John Lovald

Olinger, Lovald, Robbennolt & McCahren
117 East Capitol

Pierre, SD 57501

X
= 'F* s e v
Richard D™Coit-
Executive Director

SDITC

207 East Capitol, Suite 206
Pierre, SD 57501




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE PETITION OF MCI

TELECOMMUNICATIONS  CORPORATION ORDER GRANTING
AND AT&T COMMUNICATIONS OF THE INTERVENTIONS
MIDWEST, INC. TO CERTIFY ALL LECS AS TO
COMPLIANCE WITH FCC PAYPHONE
ORDERS

TC97-039

Cl and AT&T filed a petition with the Public Utilities Commission

nmission to certify all LECs as to compliance with FCC Payphone

Commuission) requesting the
and ATAT filed this petition to investigate compliance of all certficated local exchange

>s) with the Federal Communications Commission (FCC) orders on payphone
reclassificaton Specifically MCI and AT&T request that the Commission determine and certify
whether all certficated LECs have met all state-specific requirements identified in the FCC's orders

drders M

companies

smmission electronically transmitted notice of the filing and the
1997 to interested individuals and entiies  On Apnl 30. 1997 U S
WEST Communications WEST) filed a Petition for Leave to Intervene with the
Commission On May 2. 1997 South Dakota Independent Telephone Coalition (SDITC) filed a

Petition to Intervene

ntervention o

The Commission has junisdiction in this matter pursuant to SDCL Chapter 1-26 and 49-31
the Commission found that the Petitions

At a reqularly scheduled meeting of May 13 1997
It 1s therefore

10 Intervene were timely filed and demonstrated good cause to grant intervention
ORDERED that U S WEST's and SDITC's requests for intervention are hereby granted It
18 further

ORDERED that the Executive Director shall set a procedural schedule in this matter

Dated at Pierre. South Dakota this s ay of May 1997
gl y i\

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION

ol 202 L L Ll
JAMES A BURG, Chairman

PAM NELSON. Commissioner




IWSWEST

William P Heaston

VIA OVER-NIGHT DELIVERY

June 2, 1997

Mr. William Bullard, Jr

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capitnl Avenue

Pierre, South Dakota 57501

Re: In the Matter of MCI C. icati Corp ion and AT&T
Communications, Inc. to Certify LECs as to Compliance with
Payphone Orders
Docket No. TC97-039

Dear Mr. Bullard

Enclosed for filing in the above-referenced docket is an original and nine (9)
copies of U S WEST Communications, Inc.’'s MOTION TO DISMISS

Please file stamp an extra copy. enclosed, and return to me in the enclosed self-
addressed stamped envelope Thank you

Ycu!s uly

e
N
William P Heaston

Enclosures
WPH mob




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF MCICOMMUNICATIONS

CORPORATION AND AT&T
COMMUNICATIONS, INC. TO CERTIFY LECS
AS TO COMPLIANCE WITH FCC PAYPHONF

ORDERS.

TC97-039

MOTION TO DISMISS

1S WEST Commumications, Inc (U S WEST) moves to dismiss the petition in this
proceeding The proceeding was initiated by a filing with the Commission by AT& |
Communications of the Mountain States, Inc (A 1& Tyand MCT Telecommunications
set torth below, U'S WEST believes that the Commission

ation (MCT). For the reasons

without authonty to respond to the petition. and that if such authonity does exist the burden to

failure by 1S WEST to meet applicable legal requirements is upon AT&T and

establish any

MO

Background

Act of 1996 (Act) contains provisions that are intended

The Federal Telecommunicaty

to promote competition among payphone service providers and to promote the widespread

deployment of pay phone services to the benefit of the general public. The Federal
Communications Commussion (FCC) was directed by Congress to take all necessary actions to
implement the requirements of 47 USC Section 276 within nine months of February 8. 1996, the




cderal Act To that end. the FCC has issued its Pasphone Report and Order, which
nber of requirements for meeting and lementing the requirements of 47 1
Seetion
Among the provisions of 47 USC Section 276 s a requirement that the FCC establish a
per call conipensation plan to ensure fuir compensation for cach and every completed intrastate
and interstate call using a payphone and provide for compensation to providers of payphone
service  The FCC established a six point checkhst which must be sausfied before a LEC s

ehigible to receve this per call compensation. ~ Its ehigibility tor compensation under the FCC

plan (which AT&T and MCE must pay to U'S WEST) and comphiance with the FCC checklist

requirements which have led to these proceedings
That cheekhist requires the LEC 1o be able to cerufy that, 1) it has an effective cost
accounting manual ("CAM”) filing. 2) it has an effective interstate CCL tanff reflecting a
reduction for deregulated payphone costs and reflecting additional multiline subscriber line
charge ("SLCT) revenue, 3) 1t has effective intrastate tanfts reflecting the removal of charges
that cover the costs of payphones and any intrastate subsidies, 4) it has deregulated and
reclassitied or transterred the value of payphone customer premises ("CPE™) and related costs
as required in the Report and Order, ) it has in etfect mtrastate tanfis tor basic payphone
services (for “dumb” and “smart” payphones), and 6) 1t has in effect intrastate and interstate
tanitts for unbundled tunctionalities associated with those lines
e of the Pay Phone Reclassif
,communications Act of 1996 Report and Order. CC Docke
1996)( Payph The FCC also iss
396) and a clanfying o 6578 re 1997) muwn e dockets

n Reconsideration that establishes the s
FCC's Order on Reconsideration (FCC § 39 rel Nov 8

596) that establishe 1 the six
crtena




1S WEST has comphied wath all six stem the checklist US WEST
accounts yanual (CAM) filing was approved by the FCC on Apnil 15,1997 U S WEST's
reduced interstate CCL tanit! also became eftective on Apnl 15, 1997 U S WEST 1.
compliance with Ttem three but did not file a price schedule to reduce intrastate prices o
remove “any and all” charges that recover payphone costs because U'S WEST'S review of s
prices did not reveal any subsidy for payphones in any of its prices ' Item four 1s
requirement that U'S WEST treat the assets used tor providing payphone service as
dercgulated or transfer them as required by the FCC's Order. U'S WEST has deregulated and
reclassified its payphone equipment and costs using the FCC Part 64 process, effective Apnl
15. 1997 ltem five requires that U'S WEST have i effect an intrastate price schedule for
S WEST

basic payphone services (i e . the “smart™ PAL and the regular or “dumb” PAL).

has an eftective price schedule for both services. The smart PAL filing became effective on

April 15,1997 Finally, stem six requires etfective intrastate and mterstate price schedules tor

unbundled funcuonalities associated with those lines U'S WEST has such price schedules in

place
Among these six checklist ttems, it is the third item that gives nise to the petiton
mitiated this proceeding * U'S WEST has not made a filing for purposes of compliance with

that checklist ttem for the simple reason that it is i comphiance and no filing is necessary o

4 affidavit from Wayne Culp ventying the lack of subsidy Inciuded as a pa:
mmunications with the Commission about concerns with the current rules which b
n access charges N e pr 1 les U 'S WEST will ni
ubsidy .n the 3 ulatons
U S WEST s not sure 8 fre ¥ filing indicates that «t s a petit
fication of se the word

describe the filing




achieve comphiance 1S WEST

Ihe Commission Lacks Jurisdiction
to Certify Matters at Issue in this Proceeding

nications Commissy ver ! rule making to prom
Nothing an the Federal Act or any order or rule

with respect 1o compliance by 1S WEST wath

AT& T and MCTask in their Petition that this Commission determine and certify whether
South Dakota local exchange carmiers have met all requirements identified in FCC Orders
Section 276, AT& T and MCT de ever ate an;
e FCC™s orders or the Federal Act that creates a role for this or any ot
n making such a certitication. In their petition. AT& T and MCT correctly observe

1 1O must be able to certity ™ that conditions required by the FCC have been met in order

to recenve payphone compensation.” The duty to provide certification 1s upon the local exchange

carnier not the state commission




port their contention that there 1s a basis for Commission action in th

L& T and MCT also ate the Payphone Order, €186, which includes the statement th

termine the intrastate rate elements that must be removed 1o ¢
frame.” This planly 1s nota requirement that th

certification of comphiance with FOC requirements [ts no more t

1on determine what rate clen ist be removed to chm

vsuch subsidy in 1S WEST S current South Dakota rate

no determination to be made of rate elements to be removed

ommission | requirement i Jeral law 1o make any sor

t

ferermination or certification regarding 1 EFC compliance with the Federal Communications

swphone order.” this Commuission should not waste its saluable time

and ¢l

AT& T and MCT know tull well that it o have a legimmate complaint with

S WEST. they need to comply with the provisions of SDCL chapter 49-13

i thinly veiled attempt 1o put the burden on the Commission 1o prove someth

1 and MCT where it would appropriately belong
petition which alleges what S WEST has do

ulation that the Commission is i a position 1o rem thaps more

ction of the FCC April 4. 1997 order (attached 1o the petition

th
e po

the remedy for a LECTS farlure to provide the correct tantt rates 1s a complant to the FCC

The




CONCLUSION

For all of the foregomy reasons, this proceeding should be dismissed

Respecttully submitted on this 1

day of June, 1997

U S WEST COh«MUNICATI()NS INC

By

e
=~ _
Wiliam P Heaston

1801 California Street, Suite 5100
Denver. Colorado 80202
Telephone: (303) 672-2810
Facsimile (303) 295-7069

Thomas J Welk
Boyce. Murphy. McDowell
& Greenfield
101 N_Phillips Ave . Suite 600
P O Box 5015
Sioux Falls, South Dakota 57117
Telephone: (605) 336-2424
Facsimile: (605) 334-0618




CERTIFICATE OF SERVICE

The undersigned certifies that on this ‘ﬁf/ fay of June, 1997 an onginal and
ten (10) copies of the foregoing MOTION TO DISMISS of U S WEST Communications

Inc was sent via overnight mail to the following

Mr William Bullard

Executive Director

South Dakota Public Utiities Commussion
State of South Dakota

500 East Capitol

Pierre. South Dakota 57501

In addition true and correct copy wa osited into the United States mail
postage prepaid. addressed to the foll )

David A Gerdes

Robert K Sahr

May. Adam. Gerdes & Thompson
Attorneys for MCI

P O Box 160

Pierre. SD 57501-016

John Lovald

Olinger. Lovald, Robbennolt & McCahrer
Attorneys for AT&T

P O Box 66

Pierre. SD 57501

/ /

U'S WEST Communications. Inc




U!WESY Inc

IISWEST

William P Heaston
Sarer Anormey

VIA FACSIMILE AND OVER-NIGHT DELIVERY

June 18, 1897

Mr. William Bullard, Jr

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capito! Avenue

Pierre, South Dakota 57501

Re: In The Matter of MCI C i c ion and AT&T
Communications, Inc. to Certify LECS as to Compliance with FCC
Payphone Orders
Docket No. TC97-039

Dear Mr. Bullard

Enclosed for filing in the above-referenced docket is an original and nine (9)
copies of U S WEST Communications, inc 's AMENDED MOTION TO DISMISS

Please file slamp an extra copy of this letter, enclosed. and return to me in the
enclosed self-add lope. Thank you

Yours truly,

\ 2 ¢

\ )
William P. Heaston

Enclosures
WPH mob




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF MCI COMMUNICATIONS

CORPORATION AND AT&T

COMMUNICATIONS, INC. TO CERTIFY LECS TC97-039
AS TO COMPLIANCE WITH FCC PAYPHONE

ORDERS.

AMENDED MOTION TO DISMISS
1S WEST Communications, Inc (1S WEST) moves to dismiss the petition in this
proceeding  The proceeding was initiated by a filing with the Commission by AT&1
Communications of the Mountain States. Inc (A T& 1) and MC1 Telecommunications
Corporation (MCy. For the reasons set forth below, U S WEST believes that the Commission 1s
without authority to respond to the petition, and that if such authority does, exist the burden to

establish any failure by U'S WEST to meet applicable legal requirements is upon AT& T and

Ml

Background

I'he Federal Telecommunications Act of 1996 (Act) contains provisions that are intended

1o promote competition among pay phone service providers and to promote the widespread

deployment of payphone services to the benetit of the general public. The Federal

Communications Commussion (FCC) was directed by Congress 1o take all necessary actions to

implement the requirements of 47 USC Section 276 within mne months of February 8. 1996, the




date of the Federal Act To that end, the FCC has 1ssued its Payvphone Report and Order.” which
prescribes a number of requirements for meeting and implementing the requirements of 47 US(
Section 276

Among the provisions of 47 USC Section 276 1s a requirement that the FCC establish a
per call compensation plan to ensure fair compensation for each and every completed intrastate
and interstate call using a payphone and provide for compensation to providers of payphone
service. The FCC established a six point checklist which must be satisfied before a LEC is
ehgible to receive this per call compensation. * 1t is ehigibility for compensation under the FCC
plan (which AT&T and MCI must pay to U S WEST) and comphiance with the FCC checklist
requirements which have led to these proceedings

That cheeklist requires the LEC to be able to cernfy that, 1) it has an effective cost
accounting manual (CCAM”™) filing. 2) 1t has an etfective mterstate CCL tanf! reflecting a
reduction for deregulated payphone costs and reflecting additional multiline subscriber line
charge ("SLOC7) revenue; 3) it has effective intrastate tariffs reflecting the removal of charges
that cover the costs of payphones and any intrastate subsidies. 4) it has deregulated and
reclassified or transferred the value of payphone customer premises ("CPE”) and related costs
as required in the Report and Order, $) it has in effect intrastate tantfs for basic payphone

services (for “dumb” and “smart” payphones): and 6) it has i effect intrastate and interstate

taniffs for unbundled tunctionalities associated with those lines

of the Implementaton of the Pay Phone Reclassificaton and Compensation Provisions of
communications Act of 1996 Report and Order CC Docket Nos 96-128 and 91-34 (FCC 96-388
1996)("Payphone Order’). The FCC also issued an Order on Reconsideration (FCC 96-439
B 1996) and a clantying order (FCCS 3 rel Ap 97) in the same dockets 1tis Y C
e Order on Reconsideration that establishes the six cr
1 » FCC's Order on Reconsideration (F 6-439 rel Nov B 1996

that estabiished the six




U'S WEST has comphed with all six items on the checklist. U'S WEST's cost
accounting manual (CAM) filing was approved by the FCC on Apnil 15, 1997 U S WEST's

reduced interstate CCL tantt also became effective on Apnil 15, 1997 U S WEST 1s.in

comphance with Item three but did not file a price schedule to reduce intrastate prices o

remove “any and all” charges that recover payphone costs because U'S WEST's review of its
prices did not reveal any subsidy for payphones in any of its prices.’ Item four is a
requirement that U'S WEST treat the assets used tor providing payphone service as
deregulated or transter them as required by the FCC's Order. U S WEST has deregulated and
reclassified its payphone equipment and costs using the FCC Part 64 process, effective Apnl
15. 1997 ltem five requires that U S WEST have in effect an intrastate price schedule for
basic payphone services (1 ¢, the “smart” PAL and the regular or “"dumb”™ PAL). U S WEST
has an effective price schedule for both services. The smart PAL filing became effective on
April 15. 1997 Finally, item six requires effective intrastate and interstate price schedules for
unbundled functionalities associated with those hnes. U S WEST has such price schedules in
place

Among these six checklist items, it s the third stem that gives rise to the petiton
mitiated this proceeding * U S WEST had not made a filing for purposes of compliance with
that checklist stem for the simple reason that, because its switched access prices were so
significantly below the prices authorized by Commission rule, it was in comphance and no

od 1s an affidavit from Dr Barbara Wilcox ventying the lack of subsidy U S WEST has already
communicated with the Commission concerning with the current rules which build in a subsidy in access
charges The Commission's notice on the 1+ rulemaking dated June 11, 1997 address those concerns
U 'S WEST will not include any payphone subsidy in its caiculatons
* U S WEST is not sure just what this filing 1s  The front page of the filing indicates that it 1s a petition for
certification of comphiance by the Commission Pages 6-10 of the petition use the word “complaint
describe the filing




filing 15 necessary 1o achieve comphiance  Subsequent events such as the reversal and remand

of the Commussion order disallowing a switched access price increase 10 cover costs, allowed

1S WEST to refile ts access tants on June 16, 1997 effective June 13, 1997, which put into

effect cost based switched access prices  The prices set by that filing clearly remove any

subsidy impact which the rules would have required  17S WEST is fully able

with th Dakota operations, it s i mphance with all of the requirement

1ewed this background, U S WEST behieves that the threshold issue for the
smpliance of the federal

Commission in this proceeding 15 whether it has junisdiction to certity

order cited by A T&T and MC1

The Commission Lacks Jurisdiction
to Certify Matters at Issuc in this Proceeding

The Federal Telecommunications Act of 1996 provides at. 47 U S C Section 276, for
Federal Commumcations Commission oversight and rule making to promote competition among
payphone service providers. Nothing in the Federal Act or any order or rule of the FCC creates

any role for this Commission with respect to compliance by 1S WEST wath the provisions of 47

AT& T and MCT ask i their Petition that this Commission determine and certify whether

South Dakota local exchange carmers have met requirements identitied in FCC Orders

promulgated pursuant 1o 47 US € Section 276 AT& T and MCT do not however cite any

ision of the FCC™s orders or the Federal Act that creates a role for this or any other state

Commussion in makimng such a certification. In thewr petinon, AT& 1 and MO correctly




that “a | 1C must be able to certify™ that conditions required by the FCC have been met in order
to receive payphone compensation The duty to provide certification is upon the local exchang
t the state commission

To support their contention that there 1 a basis tor Commission action in this case
AT& T and MCTalso crte the Payphone Order. €186, which includes the statement that “states
must determine the intrastate rate clements that must be removed to eliminate any intrastate
subsidies within this nme frame ™ This plamly 15 not a requirement that the state commisstons
make any certification of comphance with FCC requirements. 1t is no more than a requirement
that the state commission determine what rate clements must be remosed 1o eliminate any
mtrastate subsiCies  There is no such subsidy in 1S WEST's current South Dakota rates
Theretore, there 15 no determination to be made of rate elements to be removed

Because the Commission has no requirement in federal law to make any sort of
fetermination or certification regarding “LEC compliance with the Federal Communications
Commussion’s payphone order,” this Commussion should not waste 1ts valuable time and effort in
acompletely unnecessary exercise

Finally, both AT&T and MCIknow full well that if they have a legitimate complaint with

the prices of 1S WEST. they need to comply with the provisions of SDCL chapter 49-13 The

petition s a thinly veiled attempt to put the burden on the Commission to prove something
rather than on AT& T and MCI where it would appropriately belong. Inany event, there is

n the petition which alleges what 1S WEST has done in violation of state law or
regulation that the Commission is i a position to remedy. Perhaps more to the point 1s the

¥131 of the Order on Reconsideration (FCC 96439 rel Nov 8 1996




e petition), which state
t tanfl rates 1s a complant to the FC(
CONCLUSION

of the foregoing reasons, this proceeding should be dismissed

Respecttully submutted on this 18th dav of June, 1997

U S WEST COMMUNICATIONS. INC

By 3
William P Heaston

1801 California Street. Suite 5100
Denver, Colorado 80202
Telephone (303) 672-2810
Facsimile (303) 295-7069

Thomas J Welk
Boyce, Murphy. McDowell
& Greenfield
101 N Phillips Ave , Suite 600
P O Box 5015
Sioux Falls, South Dakota 57117
Telephone (605) 336-2424
Facsimile (605) 334-0618

'n the Matte of Implementation of the Pay Teiephone Reclassification and Compensation Provisions of

the Telecc ons Act of 1996 Order CC Docket No 96-128 (rel Apr 4 1997) 930 n 93




CERTIFICATE OF SERVICE

The undersigned certifies that on this 1417\ day of June, 1997, an original and ten
(10) copies of the foregoing AMENDED MOTION TO DISMISS of U S WEST
Communications, Inc. was sent via overnight mail to the following

Mr. William Bullard

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capitol

Pierre. South Dakota 57501

In addition, true and correct copy was deposited into the United States mail
postage prepaid. addressed to the following

David A Gerdes

Robert K. Sahr

May. Adam. Gerdes & Thompson
Attorneys for MCI

PO Box 160

Pierre, SD 57501-0160

John Lovald

Olinger, Lovald, Robbennolt & McCahren
Attorneys for AT&T

P O Box 66

Pierre. SD 57501

/)1 )

f1Ad3lil W) s
U S WEST Communications, Inc




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE PETITION OF MCl

TELECOMMUNICATIONS CORPORATION

AND AT&T COMMUNICATIONS OF THE 1C97-039
MIDWEST, INC. TO CERTIFY ALL I ASTO

COMPLIANCE WITH FCC PAYPHONE ORDERS

Affidavit of Barbara M. Wilcox, Ph.D







MAy. ADAM, GERDES & THOMPSON LLP

PIERRE, SOUTH DAKOTA 57501-0160

June 20, 1997

Mr. William Bullard, Jr.
Executive Director

Public Utilities Commission
State Capitol

500 East Capitol

Pierre, South Dakota 57501

RE: In the Matter of MCI Telecommunications Corporation and AT&T

Communications Inc.’s Complaint to Certify South Dakota Local

Exchange Carriers to Compliance with FCC Payphone Orders
Docket TC97-039

Dear Bil):

Enclosed are original and ten copies of the Response to MCI

Telecommunications Corporation and AT&T Communications of the
Midwest, Inc. to the Motion to Dismiss Submitted by US West
Communications, Inc. in this matter. Also enclosed is an extra
face page of the Petition, which please date stamp and return to
me in the enclosed self-addressed stamped envelope. Please file
the enclosures.

With a copy of this letter, I am sending copies of the petition
to the service list.

Yours truly,
MAY, ADAM, GERDES & THOMPSON
T~
|
BYY /—muu
DAG:qy ——

cc/enc: Rebecca J. Bennett
Service List




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THESTATE OF SOUTH DAKOTA

Jim Burg Chairman

Pam Nelson Vice-Chairman

Laska Scheoenfelder Commissioner
In the Matter of MC1 Telecommunications 1C97-039
Corporation and AT&T Communications
Inc 's Complaint to Certify South Dakota

Local Exchange Carriers as to Compliance
With FCC Payphone Orders

RESPONSE OF MCI TELECOMMUNICATIONS CORPORATION AND
AT&T COMMUNICATIONS OF THE MIDWEST, INC.
TO THE MOTION TO DISMISS SUBMITTED BY US WEST
COMMUNICATIONS, INC.
INTRODUCTION
MCI Telecommunications Corporation ("MCI”) and AT&T Communications of the
Midwest. Inc ("AT&T") respectfully submit this response to the Motion to Dismiss
submutted by US WEST Communications, Inc ("USWC™) By their joint Complaint, MCI
and AT&T have requested, among other things, that the South Dakota Public Utilities
Commussion (“the Commission”) commence an investigation to determine whether South
Dakota Local Exchange Carriers (“LECs”) have reduced rates to remove deregulated
payphone investment and associated expenses and subsidies from their intrastate operations,

as required by orders of the Federal Communications Commussion (“FCC”)  The Complaint

1s based upon the Telecommunications Act of 1996 (“the Act”) and FCC orders implementing

the Act
COMPLAINT BACKGROUND

As providers of toll services in South Dakota, MCT and AT&T pay access charges to




LECs that onginate or termunate toll calls  The Act and subsequent FCC orders pertaining
to the provision of payphone services contain requirements that affect intrastate rates,
including access charges The FCC has ordered that interexchange carriers (“1XCs"), such
as MC1and AT&T, on an interim basis pay a flat rate of $45 85 per month per payphone to

payphone service providers (“PSEs”) ' In order to obtain this compensation, the PSP must

take a number of steps, including g all payp costs from regul and
reducing intrastate rates to reflect the discontinuance of any subsidy of payphone operations
As payors of access charges to LECs and as payors of compensation to PSPs (including
LECs). MCl and AT&T continue to be concerned about the potential for its overpayment of
payphone access costs

47 US C § 276 concerns the provision of payphone service MCl and AT&T are

specifically concerned with those portions of Section 276 pertaining to subsidization,” the

promotion of competition and deployment of payphone services,' and the discontinuance of

intrastate and interstate carner access charge payphone service elements * Regarding the use
of the term subsidy, the Telecommunications Act provides that

[Alny Bell operating company that provides payphone service

(1) shall not subsidize its payphone service directly or
indirectly from its telephone exchange service operations or its
exchange access operations| J*

Implementation f the Pay Telephone Reclassification and Compensation Provisions of the
Telecommunications Act of 1996, CC Docket No 9%6-12K, Report and Order, paragraph 125 Under this
provision, an IXC wil pay a share of the $45 XS based upon its relative annual toll revenues

A7USC §276 (anl)

PATUSC §276 (hKINA)

“47USC §276 (hi I ¥B)
TATUSC §276 (ak 1)
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Moreover, the payphone orders not only contemplate elimunation of subsidies for large LECs,
but also for the small independent LECS as well  In the Order on Reconsideration, the FC(
stated the following
We declined to limit the deregulation of payphones to those owned by larger LECs
because Section 276 is not limited in application to larger LECs, the benefits the
Commission observed in CPE deregulation apply to payphones, and those benefits
apply regardless of the size of the LEC *
The use of the term subsidy in this instance is intended to address areas where local exchange
carner payphone operations generate less in revenue than they do in associated costs In
other words, the Act prohibits the use of the revenues of other services (i e telephone
exchange service or access services) to offset the difference between payphone revenues and

payphone costs - Any investigation into whether a subsidy does or does not exist must include

a proper identification of all associated revenues and all associated expenses  In other states,

USWC has p d an abb purporting to show that no payphone

subsidies exist  The USWC methodology is flawed because not all appropnate revenues and
expenses were considered The following list presents the general revenue and expense
categories that the Commission should consider in making a determination as to the existence
of a subsidy

Investment

a) General support - USOA # 2110

b) COE - USOA #2210

<) 10T - USOA # 2310

d) Cable & wire facilities - USOA # 2410

€) Accumulated depreciation and amortization
f Deferred taxes

Revenues (excluding operator service revenue)

*FCC Order on Reconsideration 96-439, paragraph 144




a) Corn revenue for payphones phones - USOA # 5010
b)  Revenue to be received from affiliated payphones for access line, message.
usage charges - USOA # 5001

Plant Specific Operations Expenses (based on payphone investment)
a) Network support expenses - USOA # 6110

b) General support expenses - USOA # 6120

<) Central office equipment expenses - USOA # 6210

d) Information origination/termination expenses - USOA # 6310
e) Cable and wire facilities expenses - USOA # 6410

Plant Nonspecific Operations Expenses (based on payphone investment)
a) Network operations expense - USOA # 6530

b) Depreciation and amortization expense - USOA # 6560

(should include allocation of depreciation for each plant specific category)

Customer Operations Expenses (based on payphone investment)

a) Marketing expenses - USOA # 6610

b) Customer service expenses - USOA # 6620

(should include coin collection & administration, inward movement, service order

and payphone commissions)

Corporate Operations Expenses (based on payphone investmient)
a) Executive and planning - USOA # 6710
b) General and Administrative - USOA # 6720

It 15 important to note that the aforementioned account numbers should be inclusive of any

sub-account information

MCland AT&T have developed a spreadsheet model which considers the revenues
and expenses associated with the provision of payphone service in order to determine if any
subsidy exists  This model is applicable to USWC as well as the independent LECs in South
Dakota  Upon request, MCl and AT&T will provide this model to the Commussion MCI
and AT&T would urge the Commussion to compare this methodology to that utilized by
USWC  In order to utiize the model, the Commission would only need to request specific

data from each LEC to be reviewed, and then insent this data into the spreadsheet




In its Report and Order, FCC 96-388, the FCC required (1) reclassification or transfer

of payph 10 ne gulated status and (2) termination of access charge

compensation and other subsidies The FCC specifically referenced intrastate rates in the
Report and Order. stating. “We require, pursuant to the mandate of Section 276(b) | XB).

incumbent LECs to remove from their intrastate rates any charges that recover the costs of

payphones Revised intrastate rates must be effective no later than April 15, 1997 * In the

same paragraph, the FCC stated that, “States must determine the intrastate rates elements
that must be removed to eliminate any intrastate subsidies within this time frame ™ Report
and Order, & 186 Although in the Motion to Dismiss submitted by USWC 1t 1s argued that
there is no requirement for state commissions to certify compliance with the FCC's orders
states are responsible for determining which intrastate rate elements must be removed. and
there is nothing that would preclude the Commission from participating in such a certification
process  Moreover, the identification of intrastate subsidies and the corresponding rate
clements which must be altered to remove such subsidies i1s essential to meeting the
requirements of the FCC Orders  Additionally, based on the contention of USWC that no
such subsidy exists in USWC's current South Dakota rates, USWC would have the South
Dakota Public Utiliies Commussion dismiss the complaint of MCl and AT&T without regard
to subsidies which may exist with other LECs in South Dakota

Upon termunation of access charge compensation for recovery of payphone investment
and expense. and afler all other criteria are met, PSPs would be eligible for the monthly flat-
rate compensation referenced in the Report and Order at paragraph 125 Without a proper

showing of pertinent data, MCl and AT&T are presently unable to ascertain if any South




Dakota LECs are in compliance with the FCC requirements to remove subsidies from
intrastate rates  Without this financial information, the parties are unable to perform any
quantitative calculations for the purpose of evaluating those rates to determine whether the
LECs have, in fact, removed any improper subsidies from those rates  Accordingly, MCI and
AT&T cannot determine whether the LECs have satisfied their obligations under the Act at
this ime  Additionally, MCl and AT&T have yet to determine that these LECs meet all the
critena to make them eligible for compensation  Without a focused examination of the
intrastate rate structures and the underlying cost study information, as well as the information
supporting the criteria for eligibility for compensation, MCI and AT&T cannot positively
come to any degree of certainty as fo whether certain costs have been removed or if other
requirements (such as the removal of any cross-subsidy) have been met in order to comply
with the FCC Order For these reasons, MCI and AT&T filed the Complaint in this
proceeding requesting that the Commission review certain items relating to the LEC
payphone costs

USWC has suggested that the Commission is not required to certify compliance with
the FCC's payphone orders (See, eg, Comments of USWC at S) However, the
Commussion is not precluded from undertaking the investigation requested in the Complaint
The rates affected by the removal of payphone investment, expenses and subsidies are

intrastate rates  Unquestionably, the Commission has jurisdiction over intrastate rates

wction 20 10 29 20 of Chapter 20 (Telecommurnications Switched Access Charges) of the South Dakota

communications Rules, the followng 1s found

Investment in public telephuones and appurtenances 1s assgned t the common line element
\f the public telephones are capable of use with the services of mere than one terese

amer




USWC alleges that the Complaint of MCl and AT&T 15 a thinly veiled attempt to put

the burden on the Commussion rather than placing any burden on MCl and AT&T MCI and
AT&T strongly disagree with this contention  Prior to filing this complaint, MC1 and AT&T

in hopes of entirely avoiding complaint proceedings, held meetings with USWC  In those

meetings a solution to the payphone compensation matters was sought MCl and AT&T
came away from such meetings with a concern that little or no progress would ever be
achieved by the parties working together  Hence, MCl and AT&T filed the Complaint before
the South Dakota Public Utiities Commission  As noted above, MCl and AT&T have asked
the Commue sion to direct the South Dakota LECS to file rate reduction proposals with the
Commussion and also to certify to the FCC that individual South Dakota LECs are in
compliance with the payphone orders  The Commission has the junsdictional authority to
facilitate such a review and is uniquely situated to impartially perform this review

The Complaint, which alleges noncompliance by South Dakota LECs with the

Telecommunications Act and orders of the FCC, particularly as those provisions of federal

Addionally, section 29 10 29 43 (X) states

Con collection and administration expenses attsihutable to

e telephones which can
access the services «

more than one interexchange camer are assigned 1 the common line
clement

As payphunes are generally capable of use with the services of more than one interexchange camer the
wsage of dial around mechanisms. it logacal o presume that «

an mtrastate basis. investment in public
telepheones and re

ted expenses i South Dakota are asagned 10 the common line clement and

entially u
sher mtrastate rales

presently a proceeding befure the South Dakota Public Utilities Commission respecting revisions o its
witched access rules (o remove any charges that recover payphones

The rules it above mre those
presently i place Any changes in these rules would be prospective in nature and apph only o access charges




law relate to intrastate teleph rates and tion of payph operations by those

rates, falls squarely within the Commission’s investigative authority  If subsidies are not
identified and removed, not only will LECs be able to “double recover” their payphone costs.
South Dakota’s consumers will continue to bear the burden of unreasonably high (and not
cost-based) access charges
In their Motion to Dismiss, USWC asserts its compliance with the FCC's payphone
orders However, such claims, unsupported by evidence, are not an adequate substitute for
a Commussion investigation  Untll MCI, AT&T and this Commussion have had an opportunity
to evaluate the evidence, the claims of the LECs respecting compliance with the FCC
payphone orders simply cannot be taken at face value
CONCLUSION
The resulting impact to the regulated operations of a LEC after deregulating
payphones is a change in their revenue requirement and revenue inflow  The revenue
requirement decreases when payphone equipment investment and related expenses are
reclassified to nonregulated status, revenue inflow increases from recovery of access line costs
previously recovered from other intrastate ratepayers due to public access line payments made
by the LEC's affiliated PSP This revenue will offset and may surpass the coin revenue that
will aiso be reclassified as nonregulated MCI and AT&T respectfully requests that the
Commission proceed with the actions requested n the Complaint, to ensure that LECs are

not overcompensated for their payphone investment and also to assure that access charges

are not inflated by the inclusion of payphone costs

The FCC has ordered that states must determine the intrastate rate elements that must




be removed to eliminate any intrastate subsidies  Accordingly, MCl and AT&T request that

the Commission determine with all deliberate speed whether LECs have reduced rates to

remove deregulated investment, expenses and subsidies so that payment of the intenm

compensation may begin
RESPECTFULLY SUBMITTED this 20* day of June, 1997

MAY, ADAM, GERDES & THOMPSON OLINGER, LOVALD,
ROBBENNOLT &MCCAHREN

£~
“*~_..-th£,.. BY. . [y ./
DAVID A GERDES JOHN LOVAUD
Attorneys for MC1 Attorneys for AT&T
PO Box 160 PO Box 66
Pierre, SD 57501-0160 Pierre, SD 57501
Phone (605) 224-8803 Phone (605) 224-8851
Fax (605) 224-6289 Fax (605) 224-8269




CERTIFICATE OF BERVICE

pavid A. Gerdes of May, Adam, Gerdes & Thompson hereby
certifies that on the J day of \ 1% , 1997, he mailed
by United States mail, first class postage thereon prepaid, a
true and correct copy of the foregoing Response To MCI
Telecommunications Corporation and AT&T Communications of the
Midwest, Inc. to the Motion to Dismiss Submitted by US West
communications, Inc., in the above-captioned action to the
following at their last known addresses, to-wit:

William P. Heaston

Senior Attorney

U S WEST Communications, Inc.
1801 California, Suite 5100
Denver, CO 80202

Richard Coit

SDITC

P.0O. Box 57

Pierre, SD 57501

Thomas J. Welk

Attorney at Law

Boyce Murphy McDowell & Greenfield
PO Box 5015

Sioux Falls, SD 57117-5015

John S. Lovald

Attorney at Law

Olinger Lovald Robbennolt McCahren
PO Box 66

Pierre, SD 57501-0066

N\

David A. Gerdes
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U S WEST, Inc
1801 Casorna Swem

ISSWEST

Willlam P Heaston
Sener Anormey

VIA OVER-NIGHT DELIVERY
June 20, 1997

Mr. William Bultard, Jr

Executive Director

South Dakota Public Utilities Commission
State of South Dakota

500 East Capitol Avenue

Pierre, South Dakota 57501

Re: InRe: Petition of Ind dent Teleph [
Waiver of Switched Access Rules
Docket No. TC97-042

In Re: Petition of MCI C i Cor ion and AT&T
Communications, Inc. to Certify LECS as to Compllancc with FCC
Payphone Orders

Docket No. TC97-039

Dear Mr. Bullard

Enclosed for filing in the above-referenced dockets is an onginal and one copy of
an Order Admitting Non-Resident Attorney allowing Mr. William P. Heaston to represent
U S WEST Communications, Inc. in these matters

Please file stamp an extra copy of each order, enclosed, and return to me in the
enclosed self-addressed stamped envelope Thank you

Yours truly

. ‘

Marnore Burns
Legal Secretary

Enclosures




RECEIVED

STATE OF SOUTH DAKOTA IN CIRCUIT COYRT
COUNTY OF HUGHES SIXTH JUDICIAL CIRCUIT
BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA
IN RE: PETITION OF MCI COMMUNICATIONS ) DOCKET NO. 97-039
CORPORATION AND AT&T COMMUNICATIONS, ) ORDER ADMITTING
)
)

INC. TO CERTIFY LECS AS TO COMPLIANCE NON-RESIDENT ATTORNEY
WITH FCC PAYPHONE ORDERS

It 1s hereby
ORDERED that the Motion for Admission for William P Heaston, a non-resident

attorney, to appear con behalf of U S WEST Communications, Inc , before the Public

Utilities Commission and lrus Court relating to this matter is granted

Dated. June / 1997

_BY THE'COURT
~/ )

e

ﬂ;nnrab!e"Sleven L’ Zy’nlev’,_/

‘Ciut Court Judge—
Sixth Judicial Circuit

S T SOUTH DAKOTA
BIIESH ,‘An R1, HUGHES CO

Mary L Enckson Fl ]E D
Clerk of Courts ' JuN 1 81997

BY ‘n4 y * nl 4 ¢
- T - 7 E /‘lv.’u C

Deputy




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE PETITION OF MCI

TELECOMMUNICATIONS  CORPORATION ORDER DENYING MOTION
AND AT&T COMMUNICATIONS OF THE TO DISMISS
MIDWEST, INC. TO CERTIFY ALL LECS ASTO

COMPLIANCE WITH FCC PAYPHONE TC97-039
ORDERS

April 141997 MCI and ATAT filed a petition with the Public Utilities Commission
(Commission) requesting the Commussion to certify all Local Exchange Companies (LECs) as to
comphance with Federal Communications Commission's (FCC) FCC Payphone Orders  Specifically
MCI and AT&T request that the Commission determine and certify whether all certificated LECs have
met all state-specific requirements identified in the FCC's orders

On Aprl 17 1997 the Commission tronically transmitted notice of the filing and the
ntervention deadline of May 2 1997 to interested individuals and entites On Apnil 30. 1997. U S
WEST Communications, Inc (U S WEST) filed a Pettion for Leave to Intervene with the
Commssion On May 2. 1997 South Dakota Independent Telephone Coaltion (SDITC) filed a
Petition to Intervene The Commission granted both petitions to intervene on May 13. 1997 On
June 3 1997 the Commussion received a motion to dismiss from U S WEST

The Commission has junisdiction in this matter pursuant to SDCL Chapters 1-26 and 49-31

At a reqularly scheduled meeting of June 24 1997 the Commuission discussed the matter
The Commission unanimously decided to deny the motion to dismiss It is therefore

ORDERED that U S WEST's motion to dismiss is denied

Dated at Pierre. South Dakota, this _Z») day of July, 1997

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSION

W, 4 AR A

JAMES A BURG Charman.~

Sl FTadle / )

e

I LT (A
1/23]97 PAM NELSON Commissioner

/77 B S48
LASKA SCHOENFELDER (




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF MCI TELECOMMUNICATIONS DOCKET TC97-039
CORPORATION AND AT&T COMMUNICATIONS

OF THE MIDWEST, INC., TO CERTIFY ALL

LECS AS TO COMPLIANCE WITH FCC

PAYPHONE ORDERS

CERTIFICATE OF SBERVICE OF COMMENTS OF MCI AND AT&T
PRESENTING ADDITIONAL INFORMATION REGARDING THE
JOINT COMPLAINT TO CERTIFY SOUTH DAKOTA LOCAL
EXCHANGE CARRIERS A8 TO COMPLIANCE WITH
FCC PAYPHONE ORDERS

David A. Gerdes of May, Adam, Gerdes & Thompson LLP hereby
certifies that on the 1st day of October, 1997, he mailed by United
States mail, first class postage thereon prepaid, a true and
correct copy of the above-captioned in the this action to the
following at their last known addresses, to-wit:

William P. Heaston Richard D. Coit
Senior Attorney Executive Director
US WEST Communications, Inc. SDITC

1801 California, Room 5100 P.O. Box 57
Denver, CO 80202 Pierre, SD 57501

Tamara Wilka John S. Lovald

Boyce, Murphy Olinger, Lovald

P.O. Box 5015 P.O. Box 66

Sioux Falls, SY 57117-5015% Pierre, SD 57501-0066

Dated this 1st day of October, 1997.

MAY, ADAM, GERDES & THOMPSON LLP

Attorneys for MCI

503 South Pierre Street

P.O. Box 160

Pierre, South Dakota 57501-0160
Telephone: (605)224-8803

Fax: (605)224-6289
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MAY, ADAM,. GERDES & THOMPSON LLP
woy s . piemme sraccr
v o omox 8

PIERRE, SOUTH DAKOTA 575010160

(2 )

october 1, 1997

NGO

HAND DELIVERED

Mr. William Bullard, Jr.
Executive Director

Public Utilities Commission
State Capitol

500 East Capitol

Pierre, South Dakota 57501

RE: MCI AND AT&T PAYPHONE PETITION
Docket: TC97-039
Our file: 0175.28

Dear Bill:

Enclosed are original and ten copies of a supplemental filing in
this docket. Also enclosed is an additional face page which
please date stamp and return to me in the enclosed self-addressed
stamped envelope.

With a copy of this letter, I am sending copies of the enclosure
to the service list.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP

I
BY§
DAG : mw
Enclosures
cc/znc: Service List

Michel Murray
Mary Tribby




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

Jim Bury Charman
Pam Nelson Vice-Chairman

Laska Schoentelder Commussioner

fatter of MCI Telecommunications ) 1C97-039
oration and AT&T Ce nications )
of the Midwest, In¢ o Ceruty All LECs as )

to Comphance With FCC Payphone Orders )

COMMENTS OF MCHTELECOMMUNICATIONS CORPORATION AND
AT&T COMMUNICATIONS OF THE MIDWEST, INC.
PRESENTING ADDITIONAL INFORMATION REGARDING THE JOINT
COMPLAINT TO CERTIFY SOUTH DAKOTA LOCAL EXCHANGE CARRIERS AS
TO COMPLIANCE WITH FCC PAYPHONE ORDERS

COMPLAINT BACKGROUND
MCT 1 ommunications Corporation ("MCI") and AT&T Communications of the

Midwest, Inc ("AT&T") hereby file these comments presenting additional information with

respect to the joint complaint filed by MCI and AT&T. As providers of toll services in South

Dakota. MCland AT& T pay access charges to Local Exchange Carriers (1LECs) that originate or
termunate toll calls. The Telecommunications Act of 1996 (FTA96) and subsequent FCC orders
pertaining to the provision of payphone services contain requirements that affect intrastate rates,
including access charges. As pavors of access charges to local exchange providers and as payors

of compensation to Payphone Service Providers ("PSPs”) (including LECs), MCH and AT&T

continue to be concerned about the potential for overpayment of payphone access costs




MCT and

76 10 1ts entirety pertains 1 provision of pavphone service

76 pertaining to subsidization

AT&T are specifically concemed with those portions of Section
of payphone services’, and the discontinuance of

the promotion of competition and deploym:
& the use of

intrastate and interstate carner access charge pasphone service elements

the term subsidy. the FTA96 specifically states that
(1) shall not subsidize 1ts

any Bell operating company that provides payphone service
payphone service directly or indirectly from its telephone exchange service operations or
s operations™

exchange acce:

r. the payphone orders not only contemplate elimination of subsidies for large LECs. but

Moreov
also tor the small independent LECs as well. In the Order on Reconsideration, the FCC stated

We declined to limit the dercgulation of payphones to those owned by larger LECs
because Section 276 1s not mited in application to larger LECs, the benefits the
Commission observed in CPE deregulation apply to payphones, and those benefits apply

regardless of the size of the 1E(

ise of the term subsidy in this instance s intended to address arcas where local exchange

Ik

carrier payphone operations generate less in revenue than they do in associated costs Hence, the

revenues of other services (e telephone exchange service or access services) are needed to

iset the difference between payphone revenues and payphone costs. It is MCI's and AT&T's

osition that any investigation into whether a subsidy does or does not exist must include a

Attached to these

¥
cr identification of all associated revenues and all associated expens

6 (X 1KA)

76 () INB

ation (96-439), paragraph 144




that spectfically outhines the information that is required to
tigation Such an invesugation will be discussed later in these comments

Report and Order . (FCC 96-388) the FCU requires (1) reclassification or transfer of

me equipment to non-repulated status and (2) termimation of access charge compensation
pectfically references intrastate rate: the Report and Order

wceess charge compensation for recovery of payphone investment and

and after all other cnitenia are met, PSPs would be ehgible tor the monthly tlat-rate

n referenced in the Report and Order at paragraph 125

Without a proper showing of pertinent data, MCl and AT& T are unable to ascertan if
South Dakota LECs are in comphance with the FCC requirements to remove subsidies from
intrastate rates.” Although MCT and AT&T are aware that a number of LECs in South Dakota
have made filings to revise their intrastate tantfs, no cost study information to support the LECs
presen rastate rates has been seen. With only revised tanff pages and without finas
mformation from tudics, th ihity to perform quantitative caleulations 1s limited.  Hence

1 determination of comphiance cannot effectively be made at this ime. Addiionally, MCI and

AT& T have yet to determine that these LECs meet all the entena to make them cligible for

¥H) incumbent LECs 1
§ intrastate rates must be effective no L

fetermine the mtrast




compensation. Without a 1 ed examination of the intrastate rate structures, the underlying
cost study nformation, and the information supporting the criteria f cligihility for
compensation, MCland AT& T cannot determine whether certain costs have been removed or if
other requirements (such as the removal of any cross-subsidy ) have been met in order 1 comply
he FCC Order

The complaint jointly filed by MCTand AT& T requested that the Commission direct the
South Dakota LECs to file rate reduction proposals with the Commission and requested that the
Commussion centity to the FCC that individual South Dakota LECs are in compliance with the
payphone orders. MCT and AT&T are cognizant that certain LECs view MCT and AT&T as
potential competitors in the provision of local exchange services.  Therefore, these LECs may
have concerns about providing information that could be considered as providing a competitive
advantage o MClLand AT& T With these concerns in mind, MCland AT&T requested that the
Commission investigate and certify LEC compliance with the payphone orders

As previously noted, MCl and AT&T have reviewed the taniff filings made by
independent LECS to bring intrastate services and rates into compliance with the FCC's
payphone orders. The filings of the independent LECs which were reviewed by MCl and AT&T
consisted of transmittal letters and revised tanff pag Very little cost study information was

presented to support these filings. MCland AT&T understand that a number of independent

LECs in South Dakota mirror the interstate access rates calculated by the National Exchange

Camer Associaticn ("NECA™). While this approach 1s widely accepted. it is also understood that
the access rates calculated by NECA are developed using separated interstate data.  For this
reason, MO and AT&T propose that they submit MCI's and AT&T's jointly developed

payphone subsidy determination model to the South Dakota independent LECS, that eacl: LEC




nsert the appropriate intrastate information and return it to the Commission, as well as a copy to
MCT and AT&T for their review. A detailed description of the payphone subsidy determination
model 15 contained in these comments under the section titled Subsidy Determination
Ihe joint complaint, which alleges noncomphance by South Dakota LECs with the
IFTAY6 and payphone orders of the FCC with respect to intrastate telephone rates and
subsidization of intrastate  payphone operations by those rates, falls squarely within the
vestigative authonty. If subsidies are not identified and removed. not only will
ne costs, South Dakota’s consumers will also

es that are not cost based

SUBSIDY CALCULATION

maodel has been developed by MCT and AT&T that is useful in identifying the
¢ of subsidized payphone operations for a local exchange telephone company.  Along
these comments, MCT and AT&T have included a copy of the model populated with
publicly available data (1996 ARMIS Reports 43-03, 43-04, and 43-08) for U S WEST, a copy
of the model which contains no data. and the documentation for operation of the model.  As
previously mentioned, a sam data request that may be used to gather the necessary

nformation from a local exchange company has also been included with these comments
Ihe payphone subsidy determmation model computes the revenues denved from the
provision of payphone service (less certain revenues such as operator service revenues) and also
putes the costs (an intrastate revenue requirement) to provide the pay phone service. One

el was developed using Microsoft Excel version § 0 for Wir 95 The documentation for operation

and the sample data request ar ed in Microse or Windows 95 files




cost that the model develops and includes is an imputed public access line ("PAL") cost. This

tshould appropriately be included in a subsidy caleulation. The independent 1ECS of South
agree  In their transmittal letters for the revised tantt pages all the independent
stated the following in the same or similar fashion Payphone service providers

including our company within 1ts payphone operations, will pay a monthly public access line

rate In comments submitted in a similar complaint case in Minnesota, the Minnesota

Department of Public Service agreed that the cost of the PAL should be included in subsidy

determination caleulations Ihe model then determines if a subsidy exists by determining
whether or not revenues exceed costs. For the most accurate and thorough analysis to determine
if a subsidy exists, specific data from a LEC must be obtained at a very granular level. For
example, Uniform System of Account number 5010, “Public Telephone Revenue™ must be
presented at the subaccount level so that all the components that make up this account may be
wdentified and any components that are not specifically related to payphone revenue may be
removed from other caleulations. Again, the sample data request included in this transmittal lists

all necessary information needed trom a LEC to run the model

10 Specifically, the Minnesota Department of Public Service stated. “The Department notes that the access lines

used 1o connect pay phones 0 LEC central offices will not be deregulated as part of the Order (Report and Order at
Paragraph 159). However. since the sole purpose of the access lines used to connect LEC pay phone customer
premise equipment 1o the central office 15 1o support a deregulated operation, the costs of the lines should be
assigned 1o that operation When this s done. the net contribution from many LEC pay phone operations becomes
negative ” Comments of the Minnesots Depaniment of Public Service in Docket No. P99 C-97-564 at 2

This is precisely the instance 1 South Dakota for US WEST The mode
the cost of public access lines for 2,785 1/ S WEST owned payphone
43.08 report) with other costs of providing pay phone service  As th
Public Service indicate, the contribution from the LEC pa

developed by MCI and AT& T includes

(this number was gathered from the ARMIS
comments of the Minnesota Department of

phone operations indeed becomes negative. MCI and

AT&T's calculation based on the model submitted with these comments indicates that by including the ost of the
public access line: v in the amount of $1.666,000 15 present for 1S WEST

6




NAr©

pporunity C MO MCT and

wer

sion on the application and uscfulness

¢ joint complaint of MCland AT& T

D@~

CONCLUSION
1 LEC'S CPE s reclassified to nonregulated status and as revenue inflows are
enue rquirements will be impacted. MC1 and AT&T respectfully

uth Dakota Commission press forward with the joint complaint

RESPECTFULLY SUBMITTED 1 v of October, 1997

MAY. ADAM, GERDES & THOMPSON AT& T COMMUNICATIONS OF THE
MIDWEST, INC

N r
, 1 .
S\ o Tu
TAVID A. GERDES MARY B TRIBBY
Attorney for MCT MARIA ARIAS-CHAPLEAL
PO Box 160 1875 Lawrence St Room 1575
Pierre, SD $7501-0160 Denver, CO 80202
Phone: (303) 298-6508

Fax (303) 298-6301




Payphone Subsidy Determination Model

Version 1.2

Documentation and Instructions

INTRODUCTION

T'he purpose of the payphone subsidy determination model is to ascertain
whether a local exchange company presently subsidizes its payphone
operations. The Federal Telecommunications Act of 1996 specifically stated
the following: . . .any Bell operating company that provides payphone
service -- (1) shall not subsidize its payphone service directly or indirectly
from its telephone exchange service operations or its exchange access
operations.” The use of the term subsidy in this instance is interpreted to
address areas where the payphone operations of the local exchange carrier
generate less in revenue than they do in associated costs. Hence, the
revenues of other services (i.e. telephone exchange service or access
services) are needed to offset the difference between payphone revenues and
payphone costs

The following documentation corresponds to the payphone subsidy
determination model and is divided into the following sections

(1 Initial Model Inputs

(2) Revenues Caleulation and Other Computational Inputs

(3) Intrastate Revenue Requirement and Other Cost
Calculations

4) Subsidy Determination

(5) Model Roll-Up

(6) Model Outputs

T'his model has been developed in Microsoft Excel for Windows 95




INITIAL MODEL INPUTS

Important Note: Any location in the payphone subsidy determination model

that requires user input 1s highlighted in blue text

The mital worksheet in the payphone subsidy determination model is the
Smart PAL Rates and Costs sheet. On this sheet the user must enter the
name of each LEC study area to be reviewed. For example, to designate
USWest - Colorado, the user would type this company name over the label
wpany 1. The model provides tor up to 15 study areas to be reviewed
simultancously. The names of the study areas entered on this sheet are
automatically carried over to each individual subsidy calculation worksheet

s well as the roll up worksheet

If the user has data specific to the IECs being reviewed, the information for
the number of company owned phones, the tariffed Smart PAL rate, and the
actual cost of the Smart PAL should be entered on this sheet. If this
information is not available, estimates may be utilized. Estimates may be
entered on the individual study area worksheets which appear immediately
behind the initial worksheet. If information for the number of LEC owned

wphones is not available, an approximation of this number may be
obtained for tier one LECSs from the ARMIS 43-08 report. For independent
LECs, this information will need to be requested

If the actual Smart PAL rates and the actual Smart PAL costs are entered on
this worksheet. the model will caleulate the net intrastate Smart PAL cost as
well as a margin over intrastate cost. Note: In some instances, the tariffed
rate for the Smart PAL may be less than the cost of the Smart PAL. In such
instances, the user must make adjustments to this model to account for this
situation. Occasionally a measured or message rate option may be taritfed
instead of @ flat rated PAL. In such instances, an avel monthly dollar

amount per PAL should be included with any other monthly charges for the
PAI

I'he initial sheet also contains three group boxes. The first group box allows
the user to select between the use of actual or estimated Smart PAL rotes

T'he second group box allows the user to select between the use of actual or
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to provide an estimate of the effect that the interim compensation structure
may have. Presently, this analysis is for informational purposes only and is

not carried over to the roll-up worksheet

In October 1997 the interim per line compensation plan may change to a per
call plan (pending FCC action due to a remanding by the Court of Appeals of
payphone orders back to the FCC). This calculation was also considered by
taking the total number of company owned paystations and multiplying by
an average number of calls per paystation and then multiplying by the per
call compensation rate of $0.35 per call. The result was multiplied by 12 to
develop an annualized number.  The base coin revenues were added to this
result. Again, this analysis was performed in order to provide an estimate of
the etfect that the per call compensation structure may have. Presently. this
analysis is for informational purposes only and is not carried over to the roll-

up worksheet

OTHER COMPUTATIONAL INPUTS

A number of computational inputs are required on each individual study area
worksheet.  These inputs are highlighted in blue text and are especially
important if the user wishes to use estimated inputs.  The computational
formulas for development of the intrastate revenue requirement are presented

on cach individual study area worksheet

Average monthly call volume per payphone:  this computational input is

used in reviewing the eftects of the per call compensation plan

Rate of Return: this computational input is used in the determination of the

intrastate revenue requirement for payphones service

Estimated lTariffed Rate -~ Smart PAL: this input is required if you do not
have the actual wntted rate for the Smart PAL. 11 the actual tariffed rate for
the Smart PAL contains a usage component, make certain to factor this into
the estimate.  As noted previously, usage charges are only relevant if

measured or message rate options are chosen for the PAI




Percent of Smart PAL tanifted rate that is cost:  this computational input is
utilized in the calculation of a margin over intrastate cost.  This percentage is
multiplied by the estimated tariffed rate to determine the estimated cost of

the Smart PAIL

On the bottom of the revenues page of the model, the inputs and assumptions
that were selected in the group boxes on the initial worksheet of the model
wre presented. These assumptions and inputs are also presented on the roll

up worksheet of the model

INTRASTATE REVENUE REQUIREMENT CALCULATION

An intrastate revenue requirement for payphones is developed by the model
tor each individual study area.  Each individual study area worksheet
contains a torm where the data necessary to develop the revenue requirement
is to be entered. In calculating the intrastate revenue requirement, the model
tactors in total investment, depreciation reserves, amortization reserves, non-
current deferred taxes, operating  expenses,  depreciation, amortization,

customer operations, and federal, state and local taxes. The majority of this

information may either be requested from the LECs or may in part be

rived from the ARMIS 43-04 report. As the ARMIS amounts related to
payphone services are presented as interstate numbers, the model multiplies
those amounts by three to arrive at an intrastate amount.  This procedure
factors in the 25% to 75% allocations to interstate and state.  The formulas
tor cach step in the calculation of the intrastate revenue requirement appear

alongside the account descriptions

OTHER COSTS

I'he payphone subsidy determiration model includes the intrastate coin
collection expenses and any commissions paid on payphones.  Additionally,
the model includes imputed access line charges. This amount is calculated
by multiplying the number of company owned payphones by either the
monthly Smart PAL rate or by the margin over cost of the monthly Smart
PAL rate. The formulas for each step in these calculations appear alongside

the descriptions




I'he intrastate revenue requirement and the cost of the paystation access lines

are not combined in the cost caleulation: however, the two costs do appear as

separate line items in the subsidy determination section of this model
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also included on the roll up sheet that allows the user to return to the initial
sheet of the model to change input assumptions

MODEL OUTPUTS

Page breaks have been inserted into the model in order to create paper copies

that display the various sections on separate pages. These page breaks may
be adjusted if necessary

TECHNICAL SUPPORT

To obtain support for the Payphone Subsidy Determination Model, please
call 303-840-0708
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Payphone Data Request

The information items presented below are requested by MCI in order that a determination may be made as to
compliance with the requirements of the Federal Communication Commission payphone orders. This analysis
requires the following information

1. Total number of company-owned pay telephones for each state

Total number of independent payphone service provider lines provided by the LEC

Average number of local calls per pay telephone for each state (monthly or annual basis)

Average number of dial-around calls per pay telephone for each state (monthly or annual basis)

Tariffed rate and cost of the Smart PAL, coin transmission, usage. etc

Commissions paid on payphone service to any and all service providers

Most recent intrastate rate of return allowed (if applicable)

Information from the accounts in the table below are necessary to develop the intrastate revenue requirement

for payphone service. Please provide the intrastate amounts in each account to the subaccount level that are
attributable to payphone service

NS




‘.
Arersrs WA NA-S

Account Description USOA Account | ARMIS Row #
L | Number | 43-04 Report
| Coin Revenues B : 1 5010 (N/A
| Directory Assistance Revenues

Toll Revenues
| Operator Service Revenues

| Total General Support Facilities ] ] ) ) i 5 B B T 2110

|TotalCOE [2210

[Total Cable & Wire Facilities [2a10

| Total Telephone Plant i |

| Capital Leases. ; | 2681

| Leasehold Improvements | 2682

| Intangible Assets e . | 2690
Total Other Plant

t All Other VI;niemory

| FCCInv. Adj.

| Total Investment

| Depreciation Reserve - General Support

| Depreciation Reserve - Transmission

| Depreciation Reserve -IOT
| Depreciation Reserve - Cable & Wire Facilities

| Depreciation Reserve - Property HFTU _

| Amortization Reserve - Capital Leases

Page 2 of 4




| Amortization Reserve - Leasehold Improvements

| Amortization Reserve - Intangible & Other

| Net Non-current Deferred Tax - General Support Facilities

Net Non-current Deferred Tax - Transmission

| Net Non-current Deferred Tax - IOT

| Net Non-current Deferr 2d Tax - Cable & Wire Facilities

| Net Non-current Deferred Tax - FCC Reserve Adjustment

| Net Non-current Deferred Tax - Customer Deposits

| Total Reserves and Deferrals

| Ogeram&Expenses - Network Support

| Operating Expenses - General Support

| Operating Expenses - Central Office Expense

| Operating Expenses - IOT

| Operating Expenses - Total Cable and Wure

| Operating Expenses - Other Property. Plant & Equipment

| Operating Expenses - Network Operations

| Depreciation - General Support Facilities

| Depreciation - Transmission

| Depreciation - IOT

| Depreciation - Cable & Wire Facilities
Amortization - Capital Leases

| Amortization - Other

L Tarnlpeprjecnagvon and Amortization
| Total Plant Non-Specific
Customer Operations - Marketing
| Customer Operations - Coin Collection & Administration

Page 3 of 4



| Customer Operations - Category 1
| Customer Operations - Category 2
Customer Operations - Other Customer Services
| Customer Operations - Total
| Corporate Expense
| FCC Expense
| Total Operating Expenses
| State and Local Taxes
| Federal Taxes

Page 4 of 4
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Local Exchange Company / State Reviewed: Company 1

REVENUES (3000)

Coin Revenues

Coin Revenues + Per Call Compensation |
) T verUnS eSS Oper ol Tm e
Per Cat Compensati

Computational inputs
TEC owred payphone ine count

Independent payphone service provider es

Average monthiy call volume per payphone

ate alocation percentagn

Model Inputs / Assumptions
Actual Smant PAL Rate
Actual Smant PAL Costs
50 For Imputat
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Local Exchange Company Reviewed Company 1

COSTS - intrastate Revenue Requirement Calculation |

INVESTMENT

AMORTIZATION RESERVE

eane Hokd Improvement

Intangtie ana Othe
NET NON CURRENT DEFERRED TAX

Sereral Suppon F acktes

Total Reserves & ferras
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CUSTOMER OPERATIONS

C Expenss
Otal Operating £ xpenses

Continved

Company 1
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t 0 b removent o LEC scon

Local Exchange Company Reviewed Company 1

COSTS - Coin Coltection Expense and Commissions ($000)

Total Coin Coliection Expense and Commissions

Imputed Access Line Charges ($000)

SUBSIOY DETERMINATION (3000)

{Comparison Revenues 1o Costs

[Comparison Revenues 1o Costs
Phase | (Per Line Compensation)

[Comparson Revenues tc Costs
{Phase 2 (Per Call Compensation)
Reverues
osts intrastate Revenue Raqurement
i Colechon €
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U S WEST SMART PAL RATES / COST BY STATE

Smart PAL Rates Smart PAL Costs

__Imputation Options

[COMPANY- | NET |
| OWNED l SMART PAL COSTOF |INTRASTATE |
PHONES | | -FLAT

FLAT RATE | SMART PAL
LLER USW | | RATED SMART PAL | COST (75%)
Company / State

|MARGIN OVER
INTRASTATE
cosT

s s $40 13

Sa (PAL RATES
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U S WEST, Inc

LISWEST

Luke Maez

RECEIVED
11

VIA OVER-NIGHT DELIVERY SOUTH DAK
UTiLiTigs ¢

October 11

Mr William Bullard, Jr

Executive D!

South Dakota Public Utilities Commissior
500 East Capitol Avenue

Pierre South Dakota 57501

Re: In the Matter of MCI C ications Corp ion and AT&T
Communications Inc. to Certify LECS as to Compliance with FCC

Payphone Orders
TC97-039

Dear Mr Bullard
sed for filing 1s an onginal and ten (10) copies of U S WEST

s Inc s Response of US WEST To Use AT&T/MCI Model in the

docket

lease file stamp an extra copy of this letter enciosed. and return to me in the
i self-addressed stamped envelope Thank you

’
Smrmz}{
(L
[/

/Luke Maez,

Legal rretary to
Bill Heaston




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF MCTHCOMMUNICATIONS
CORPORATION AND AT&T
COMMUNICATIONS, INC. TO CERTIFY LECS
AS TO COMPLIANCE WITH FCC PAYPHONE
ORDERS.

1C97-039

RESPONSE OF U S WEST TO USE OF AT&T/MCI MODEL
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Accordingly we adopt rules that provide tor the removal from
regulated itrastate and interstate rate structures of all charges that
ts of pavphones (1 ¢ . the costs of payphone s

costs of the hines connecting those sets to the public
witched netw shich, Ike the lines connecting competitive
pavphones to the network. will continue to be treated as regulated)
Fheretore. we conclude that mcumbent LECs must file revised CCIL
tantls with the Common Carner Bureau no later than January 15
1997 10 reduce their mterstate CCL charges by an amount equal to

the mterstate allocation of payphone costs currently recovered

througn those charges. scheduled to take effect Apnl 15
(Report and Order, € 183)
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it exceed the $¢ < nt nulthine SLO charge
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ume  manner [} feticy sts sociated

lines




DTN M My




NA D

HA-

[Wle require. pursuant to the mandate of Section 276(b)( 1 }(B)
mcumbent LECS 1o remove from ther intrastate rates any charges

that recover the costs of payphones  Revised intrastate rates must

be effective no later than Apnl 15, 1997
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Franh M Matrenbushie
Vice Provsdere

May 20, 1997

Name: (Carners with [ntenm Compensation Obligations - see attached

In response ‘o the FCC's implementation requirements for Section 276 of the
Telecommunications Act of 1976 regarding the new rules and policies governing
pavp industry, U S WEST Communications (“U S WEST") hereby

ies that it has met all the requirements of the FCC to receive payphone

from carmers in all of its states except one’ The seven

s for eligibility were imitially set forth by the Commussion in
agraphs 131 and 132 of the Reconsideration Order

classification_Procceding, and have been clanfied and modified by
Speafically** U S WEST certifies that

an effective cost accounting manual (CAM) filing (Attachm
s an effective CCL tanff reflecting a reduction for deregulated payphone
and reflecing additional multiline subscriber line charge (SLC)
revenue. (Attachment A)
It has effective intrastate tariffs reflecting the removal of charges that
recover the costs of payphones and any intrastate subsidies. (Attachment B)
It has deregulated and reclassified or transferred the value of payphone
customer prenuses equipment (“CPE”) and related costs as required in the
Report and Order. (Attachment A)
It has in effect intrastate tanffs for basic payphone services (for “d * and
“smart” payphones), (except for New Mexico where the tanff for dumb
payphones (Smart PAL) is still pending approval). (Attachment C
Me eligible staies are Anzona, Colorado. Idaho, lowa, Minnesota, Momtana, Nebrasaa. North Dakota
Oregon. South Dakow, Utah. Washingion. and Wyormung Approval of the tandT for “dumb” pn phonc senvice
Sman PAL) ts sull pending 1n New Mewico
ments A through D contain specific information assocuated with U S WEST's comphiance with the
rements for compensation
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wpe

ntrastate
ost-based, consistent with the requiremen
nondiscniminatory and consistent with Computer [II guidelines ant to

mission’s himited waiver of the “new
115, 1997 (DA ¢

services” test granted in Ord:
has filed any rate changes required
intrastate functionalities o achie

U S WEST is in full compliance with
s Itas
all compensatio

States and on the first day following

FCC’s i
pur payphone, per mo;

Frank H Hatzer rhler
President Markets Pnang 3

ulatory Support
S WEST Communications

Attachments

m Bystrzycks, U 'S WEST
David Anastasi, U S WEST
Regpna Kenney, FCC

rv Beth Richards, FCC
Jchn B. Muleta, FCC

finnesota Public
Montana Pubiic Service (
Nebraska Public Service Commussion
New Mexco Public Unlity Commussion

North Dakota Public Service Comy
Michael Carowitz, F( on Public Utility Com ssion
Anzona Corporation Com akota Pubiic | Cor
Colerado Public Utilitres € T Utah 1 B L
1datc sblic Utulises Commussion

lowa Unilities Board

Washington L

Wyoming

ulities and Transportation Commussion
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INTERIM COMPENSATION OBLIGATIONS
U S WEST Certification Letter Distribution

AT&T Communications, Inc
ALASCOM, Inc
MC! Telecommunications Corp
Sprint Communications Co
LDDS WORLDCOM
Frontier Communications Services
Fronter Communications International, Inc
Frontier Communications of the North Central Region
Fronuer Communications of the West, Inc
Cable & Wireless Communications, Inc
LCli Intarnational Telecom Corp
Excel Telecommunications, Inc
Teico Coinmunications Group, Inc
Midcom Communications, Inc
Tel-Save, Inc
U S. Long Distance, Inc

T elecom, Inc

GE Capital Communications Services Corp
General Communication, Inc

MFS Intelenet, Inc

Business Telecom, Inc

Communication Telesystem International
Oncor Communications, Inc

The Furst Group, Inc

American Network Exchange, Inc




S WEST Communications

___FEDERAL FILING REQUIREMENTS

Approved
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U S WEST Communications

3.) Intrastate Subsidy Removal
r T | Ehminationof
Explicit Payphone | Subsidy
Cost Recovery | Adjustmant to Rates
State 1 Elements [ (Effective Date)

State Filing Requirements

t Applicabls

Not Applicat




U S WEST Communications
__State Filing Requirements




U S WEST Communications
_ Filing Requirements




CERTIFICATE OF SERVICE

1 cernfies that on this { dis of October 1997 an ongmal and t
RESPONSE OF USWEST TOUSEOF ALK T MCIMODEL ot

In 15 S meht madl 1o the t

the United States o

David A Gerde

Robert K N4

May Adam Gerdes & Thomy
Attorne toe NICT

PO Hox

Prerre SD

ld. Robbennolt & MoCahren
r A&

Y,/

U S WEST Cafiumications Ine




MAY. ADAM. GERDES & THOMPSON LLP

PIEARE, SOUTH DAKOTA 57501 OI6

october 24, 1997

HAND DELIVERED

william Bullard, Jr. RECE/VED
Director

Public Utilities Commission

State Capitol SOUTH ¢
500 East Capitol (
Pierre, South Dakota 57501

DAKOT A
ITiLiTigg 2 Pusc
v Ion
RE: MCI AND AT&T PAYPHONE PETITION
Docket: TC97-039
Our file: 0175.28

Dear Bill:

Enclosed are coriginal and ten copies of a supplemental filing in
this docket. Also enclosed an additional f: page which
please date stamp and return to me in the enclosed self-addressed

stamped envelope.

With a copy of this letter, I am sending copies of the enclosure
to the service list.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP

M C rd

DAG:mw

Enclosure

cc/enc: Service Lis
John Lovald
Michel Murray
Mary Tribby
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF MCI TELECOMMUNICATIONS TC97-039

)
CORPORATION AND AT&T COMMUNICATI )
INC.’S COMPLAINT TO CERTIFY SOUTH DAKOTA )
LOCAL EXCHANGE CARRIERS AS TO COMPLIANCE )
WITH FCC PAYPHONE ORDERS )

CORRECTION TO THE COMMENTS OF MCI TELECOMMUNICATIONS
CORPORATION AND AT&T COMMUNICATIONS OF THE MIDWEST, INC.,
PRESENTING ADDITIONAL INFORMATION RESPECTING THE JOINT
COMPLAINT TO CERTIFY BOUTH DAKOTA LOCAL EXCHANGE CARRIERS
TO COMPLIANCE WITH FCC PAYPHONE ORDERS
CORRECTION TO COMMENTS

On October 1, 1997 MCI Telecommunications Corporation (MCI)
and AT&T Communications of the Midwes Inc. (AT&T) filed comments
presenting additional information with respect to the joint
complaint filed by MCI and AT&T. In those comments MCI and AT&T
stated that a review of the tariff filings made by independent LECs
of South Dakota to bring intrastate services and rates into
compliance with the FCC's payphone orders had been performed. MCI

and AT&T further stated that the filings of the independent LECs

which were reviewed by MCI and AT&T consisted of transmittal

letters and revised tariff pages and that very little cost study

information was presented to support these filings.

MCI drafted the comments and at the time the comments were

produced MCI was not aware that the South Dakota Independent

Telephone Coalition (SDITC) had transmitted cost study information

to AT&T. Mr. Warren Fischer of ATLT was indeed in receipt of the
cost study information. When the comments were drafted Mr. Fischer

was out of the country and did not have an opportunity to review




the comments. Had Mr. Fischer been able to review the comments,
the erroneous statements respecting a lack of cost study informa-
tion would not have been made. While MCI and AT&T acknowledge
receipt of this information, neither company has come to any
conclusion as to the adequacy of the information with respect to
meeting the requirements of the FCC Orders.

MCI and AT&T hereby state that cost study information was
received of the SDITC and inasmuch retract the atements to the
contrary contained in the comments cof October 1, 1997. MCI and
AT&T regret any confusion which may have ensued from the erroneous
statements and are pleased to have this opportunity to provide a
correction.

RESPECTFULLY SUBMITTED this 22nd day of October, 1997.

MAY, ADAM, GERDES & THOMPSON LLP OLINGER, LOVALD, ROBBENNOLT
& MCCAHREN:

v
HYr;_‘b"‘éA 16 ov:__ /L A
DAVID A. }ﬁll"’ JOHN LOVALD A
Attorneys for ! Attorneys for AT&T
Box 160 P.O. Box 66
4 57501-0160 Pierre, SD 57501
(605) D M : (605) 224-8851
(605) 22 2 : (605) 224-8269

CERTIFICATE OF SERV

David A. Gerdes o Y. Adam, Gerdes & Thompson LLP hereby
certifies that on the i day of October, 1997, he mailed by
United States mail, first class postage thereon prepaid, a true and
correct copy of the above-captioned in the this action to the
following at their last known addresses, to-wit:




William P. Heaston
Senior Attorney

US WEST Communications,
1801 california, Room 5100
Denver, CO 80202

Tamara Wilka
Boyce, Murphy
P.O. Box 5015

Sioux Falls, SD 57117-5015

Inc.

Richard D. Coit
Executive Director
SDITC
P.O
Pierre,

Box 57

SD 57501

\ It

" D
- \—s;!.‘..-.-_..é( O Matae
David A. Gerdes




May. ADAM. GERDES & THOMPSON LLFP

PIERRE, SOUTH DAKOTA §7501- O16¢
November 20, 1997

RECEIVED

HAND_DELIVERED

Mr. William Bullard, Jr.
Executive Director

Public Utilities Commission
State Capitol

500 East Capitol

Pierre, South Dakota 57501

RE: MCI AND AT&T PAYPHONE PETITION
Docket: TC97-039
Our file: 0175.28

Dear Bill

Enclosed are original and 10 copies of the joint comments of AT&T
and MCI, rebutting the response of U S WEST in this docket.

1 believe we are now at a point where the Commission needs to
decide how best to proceed in this matter. We would be happy to
meet with you and Rolayne Wiest to discuss this question
informally before it is taken up by the Commission.

With a copy of this letter, I am sending copies of the enclosure
to the service list. I am also enclosing an additional face page
of the filing, which I would appreciate your date stamping and
returning to me in the enclosed self-addressed stamped envelope.
Thank you very much.

Yours truly,

MAY, ADAM, GERDES & THOMPSON LLP
(X

\ v _

BY&_,«M —

DAG : mw

Enclosures

cc/enc: Service List

Michel Murray
John Lovald
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THESTATE OF SOUTH DAKOTA
SOUTH
UTILITIE

S Utenr

1ot MO
communications Corpotation
1 AT& T Commumications of the
In ertify All LECs as to
With FCC Payphone

REBUTTAL TO US WEST'S RESPONSE
TO THE USE OF THE AT&T/MCIMODEIL

On October 22, 1997, U S West Commumcations. Inc ("USWC™) filed commer

d docket allegedly in response to the use of the payphone subsidy

wdel ("PSDM™) jomtly developed by AT&T Commumications of the
CAT&T™) and MCT Telecommumcations Corporation ("MC17). While

did provide certamn cnucisms of the PSDM that will be discussed later in this
ent, 1t used the filing as an opportunity to request that the Commission dismuss the
ntly by AT& T and MCLon Apnl 14, 1997, even though the Commussior
ed USWO'S carhier motion o distiss the petition Indeed, USW(

» pomt out s awareness of the dismissal yet continued to ask the
100 1o reverse the previous deciston The response of USWC 1s incomplete at
AT&T and MCT herehy provide a rebuttal to the response of USWC, presenting

tional information and clanfication

USWC has suggested that the Federal Commumcations Commussior

CFCC™) Order reclassitying payphones specifically provided a complant remedy at the

FOC and that AT&T and MCT should pursue concems in that forum The portion of the

€ Order cited by USWC 10 support this observation specifically state




Any party who believes that a particular 11( trastate

ents has the option of filing a complant with the Comm
temphasts added)

As discussed later in this docun both AT& T and MCT imtially exercised that

jon betore iling the jomt petition with the South Dakota Public Utiliies Comnus

However, this remedy provided by the FCC s not the only alternative
ed parties. State regulatory bodies such as the South Dakota Public

1n hive the authonty to set intrastate rates and should determine

cen removed from USWOC's rate

USWC now argues that this joint petition should be heard by the
it petition, both AT&T and MC1

10 th oncern that the Regional Bell Operating

KBOCS™ had not filed

vsions to chiminate intrastate payphone

April of this vear the RBO( wwphone Coalition also made an ¢x parte

tachments trom USWC) speaifically including the

g statement

“The payphone orders are clear: The removal of intrastate payphone cost

is @ matter for the States in the first instance.  Order on
Reconsideration p. 131, The RBOCs are actively working with the States to
To the extent AT&T
and MCT wish the States to handle this matter differently than they are, they
should so advise the state i before ¢ ining to the FCC. If AT&T
and MCT still believe there is a subsidy in a particular state after exhausting
state remedies, then they should file a ¢ with the i as
indicated in the Bureau's April 4 Order (at 15 n.93)."" (emphasis added)

identify and climinate any intrastate payphone subsidies.

v SWC cannot have it both way As previously noted i past filings
proceedimg, this Commussion 15 umquely situated « « this matter




minated from the regulated ac

To the best of MCT AT& TS
USWC ha ¥ payphones in South Dakot

i MCTs PSDM ind

and MO strongly disagree with USW(

ard 10 USWC's switche

of the USW states that except e nguiry as to
d access service meanin
e b

I MCT i

resolution of tins

ts Response
reques v AT&T and MC1

T and will be made avarlabl

AT&T can

InAT&L

not heen tortheon

AT
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sclosure agreement 1s signed. While this promise 1s encouraging, there 1s no guarantec

cment will soon be forthcoming  1ts therefore preposterous for

an approprate process 1s taking place and that the Commission

USWC ponts out that while the Minnesota Department of Public Service

cntitled to s opimon on public access hne imputation, the Minnesota Commission

dismissed the joint petinon of AT&T and MCL - That dismissal was based on the

m of new information by USWC - What USWC did not state was that the
ota Commussion indicated 1its intention to seck pudance from the FCC with

meluding the cost of public access hines m a subsidy calculation  The

Minnesota Commission further reserved the night to revisit the pavphone subsidy issue

fter discusstons with the FO(

In paragraph S USWC notes that Section 49-31-4 prohibits the revenucs of

noncompetitive services from subsidizing fully competiive services. AT&T and MCI

such treatment 1s proper In the same paragraph USWC makes two crucial
PSWC stated that the costs of its deregulated coin service include the
st of the public access line Second. USWC stated that including the cost of the public

line results i negative cam; for the coin senvice. Through use of the PSDM

AT& T and MCT also determined that carmings for the USWC comn service 1s negative. A

mpar t the CARS Report referenced by USWO 10 AT&T's ! MCT's PSDM
ful in resolution of this matter

USWC i paragraph 6 noted that AT& T and MCT announced mncreases 10

tor 800 service to cover ther mereased cor r dial around compensatior

at because AT&T and MCE have withheld dial-around

s 4 financial boon to the camer

and MO came away fron

n betore 1 i
T&TMOT M




tthat AT&T and MCT de payments 1o USW(
COMPAanIcs are in cor nee MOl and ATXT

e mtention of AT&T and MClt

to South Dakota LECs on sutficient demor

strattor

pavphone orders has been mad 1 to pay that compensation. both M|

accrumg their compensation obligation since Apnil 15, 1997

tpreviously, carmers such as AT& T and MCI pand nothing to payphone

customers placed long distance calls from payphones using access codes or

imbers. This argument totally 1gnores any onginating access charges paid by the

sehange carmer which include payphone costs. In fact, in exhubits 1t filed i the

1 rate case attempting to demonstrate that no subsidies exist in payphone operations.

ESWC has included access charge revenues in the caleulations

At paragraph 7 of USWC's Response, a section of the FCC's Apnl 15

cctively quoted and this quote notes that "[t]o receive compensation a

¢ 1o ceruty” that it has satisfied cach of the prerequisites 1o receving

mpensation AT&T and MCI do not deny that correspondence has been

m USWC purporting to show that USWC s in comphiance with the payphone

as AT&T and MCE have previously indicated, such claims,

pported by evidence, are not an adequate substitute for a Commission investigation

MOL AT&T and this Commussion have had an opportumity to evaluate the

ncludiig underlying cost data, the clams of the LECs regarding compliance

¢ payphone orders simply cannot he accepted at face value. What USW(

» note in s quotaiion of the Apnl 15, 1997 Order was that the FCC went on to

tate that “[nlothing in the Commussion’s orders, however, prohibits the 1XCs obhgated to

ompensation from reguinng that their LEC pavees provide such a certificatio
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requisite ™ 1t would be irresponsible for a prudent investor to accept an

nt opportumty on the basis of a genenc claim without having an opportunity 1o
prospectus. The same holds true in this stance For AT&T and MCT 1o accept
wssertion of compliance without an inspection of the underlying cost data would
be equally irresponsible
At paragri ph S(a) of the USWC Response, the AT& TMCT PSDM
for including the of the access line serving the payphone. Y
WEST'S d rulated con service currently
Line ™ USWC further noted that for
ted the PSDM that was filed in USWC's Utah rate case
+ payphone subsidy analysis exhibit purporting t
vsis also included the total recurnng and non
the access hine
At paragraph Sth) of 1ts response. USWC asserts that the model includes
hine costs twice The tollowing exaniple llustrates AT&T's and MCl's
position with respect to ncluding the cost of the access line: At the Pierre Municipal
Airport there may be USWC payphones and there may also be payphones of independent
providers  As the local exchange carner, USWC provides the public access lines to
1ce providers  Providing these lines requires cable and wire facilit
These are costs
and which must be accounted for  In order to provide
service providers must supply the payphone equipm

compen wation provider

nerther the USWO pavphone affilat

L the Pay Lcicphone Re

8T M Mo




Cre one OMmpon b indep
Ihere 15 on component. The indepe

must purchase @ public access lne from USWC Likewise
affiliate must purchas public access line from the regulated

according to the FCC
rar carly i cost 1o the payphone affiliate which must

ounted tor

In paragraph 8(b) USWC aited several row numbers from the ARMIS 43
port and noted that central office and loop mvestments associated with the access

nputs ito AT& TS and MCT's PSDM In populating the PSDM with 1996
ARMIS data tor USWC, data from Column E of the 43-04 report was u:

imon L v and 1mo m Column E reflect the portion of cach
row that USWC reported as bemng apphic 1o Pay Telephone Common Line Access
s pursuant 1o Part 69 of the Commission’s Rules. The Payphone Orders clearly call

fof common line revenue requirement using ARMIS data

USWC i paragraph 8(c) contends that including the access hine cost

cpulation and  post-deregulation factors. USWC's payphone  subsidy

xhibit filed in the previously mentioned Utah rate case compared historical
1o 1 ard-lookimg TSLRIC estimates of what its costs might look like in the
tutur

Certanly the listoncal revenues would be considered pre-deregulation and the

forward-iooking TSLRIC estimates wouid be post-deregulation  This 15 a classic
of the pot calling the kettle black

Inasmuch, AT&T and MCT would reque

1 that the Commussion take into

those explanations
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voexpressed in other filings, AT&T and MO stand

nd additional information that the Comnussion may

NUle--

RESPECTFULLY SUBMITTED this 20th day of November, 199

MAY, ADAM. GERDES & THOMPSON OLINGER, LOVALD
ROBBENNOLT &MCCAHREN

s \ 7/
uu.l__)./ BY: ¥/ __, ///‘,
DAVID A GERDES = JOHXY LOYVAY D //

Attort for M( Attgmeys Tor AT& T
10 PO Box 66
Pierre, SD $7501
Phone (605) 224-8851

Fax Fax (605) 224.8269




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF MCI TELECOMMUNICATIONS DOCKET TC97-039
CORPORATION AND AT&T COMMUNICATIONS

OF THE MIDWEST, INC., TO CERTIFY ALL

LECS AS TO COMPLIANCE WITH FCC

PAYPHONE ORDERS

CERTIFICATE OF BERVICE OF REBUTTAL TO U 8 WEST’'S
RESBPONSBE TO THE USE OF THE AT&T/NCT MODEL

pavid A. Gerdes of May, Adam, Gerdes & Thompson LLP hereby
certifies that on the 20th day of November, 1997, he mailed by
United States mail, firs:c class postage thereon prepaid, a true and
correct copy of the above-captioned in the this action to the
following at their last known addresses, to-wit:

William P. Heaston Richard D. Coit
Senior Attorney Executive Director
US WEST Communications, Inc. SDITC

1801 California, Room 5100 P.O. Box 57
Denver, CO 80202 Pierre, SD 57501

Tamara Wilka

Boyce, Murphy

P.O. Box 5015

Sioux Falls, SD 57117-5015

Dated this 20th day of November, 1997.

MAY, ADAM, GERDES & THOMPSON LLP

. GERDES
Attorneys for MCI
503 South Pierre Street
P.O. Box 160
Pierre, South Dakota 57501-0160
Telephone: (605)224-8803
Fax: (605)224-6289




U'S WEST, Inc

s NS

Luke Maez

o=

Via Overmight Delivery

M Walham Bullard 1t

Executive Director

South Dakota Public Utiities Commue s
aprtol Avenu
th Dakota

In the Matter of MCTCommunications corporation and AT& T

Communications Inc. to Certify LECS as to Compliance with FCC Payphone
Orders
Docket No. 1€97-039

Dear Mr Bullard

} d tor filing s an ongimal and ten (10) copres of U'S WEST Communications
Inc s Response of US WEST 1o AT& TMCT Rebuttal Comments

Please file stamp an extra copy of this letter

i

enclosed. and return to me in the enclosed
self-addressed stamped envelope  Thank you

Sincerely

1 uke Magz
| egarSecictary 1o
William Heaston




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF MCI

COMMUNICATIONS CORPORATION AND

AT&T COMMUNICATIONS, INC. TO 1C97-039
CERTIFY LECS AS TO COMPLIANCE

WITH FCC PAYPHONE ORDERS

RESPONSE OF US WEST TO AT&T/MCI REBUTTAL COMMENTS
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CERTIFICATE OF SERVICE

1 certities that on this 2nd day of January 1998 an org and ten (10)
ne Response OF US West To At& T/Mei Rebuttal € ents of 1S
s Ine was sent via overnight mail to the tollowing
M William Bullard
Executive Director
South Dakota Pubhic Unilites (
State of South Dakota

SO0 Fast (

sited nto the United States mal

Richa ! homas 1 Welk

SDITC Bovee Murphy McDowell & Greentield
PO Bos N Phillips Ave  Suite ¢

Prerre. SD I’ O Box S01S

Swux Falls. SD S7117

U S WES T Commumcations Ing




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE PETITION OF MCI )
TELECOMMUNICATIONS CORPORATION ) ORDER CLOSING DOCKET
AND AT&T COMMUNICATIONS OF THE )
MIDWEST, INC. TO CERTIFY ALLLECSASTO ) TC97-039
COMPLIANCE WITH FCC PAYPHONE )

)

ORDERS

ng and the
als and entiies  On May 13 199

inications  Inc

h stated that t
the interexchan
Stalf also reco

atter pursuant to SDCL

fismiss the matter based upor
It 1s therefore

at docket TC97-039 s hereby dismissed and the docket is

Dakota this " day of May, 1998

BY ORDER OF THE COMMISSION

e y
)AMFS». BUR(, C .w man

i /1) %
L ! // YoV,
PAM NELSQON Commissy

>
% &

Lk e
LASKA SCHOENFELDER Comumiss
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