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SUPPLEMENTAL REPLY COMMENTS OF CINCINNATI BELL TELEPHONE COMPANY LLC, CINCINNATI BELL EXTENDED TERRITORIES LLC, CINCINNATI BELL WIRELESS, LLC AND CINCINNATI BELL ANY DISTANCE INC. 
I. INTRODUCTION

Cincinnati Bell Telephone Company LLC (“CBT”), Cincinnati Bell Extended Territories LLC (“CBET”), Cincinnati Bell Wireless, LLC (“CBW”) and Cincinnati Bell Any Distance Inc. (“CBAD”) (collectively “Cincinnati Bell”) submitted Comments on December 20, 2010, Reply Comments on January 19, 2011, and Supplemental Comments on July 1, 2011.  Cincinnati Bell submits these Supplemental Reply Comments in response to the July 1, 2001 Supplemental Comments filed by other parties, in particular, the Office of the Ohio Consumers’ Counsel (“OCC”), MCImetro Access Transmission Services LLC d/b/a Verizon Access Transmission Services, MCI Communications Services, Inc. d/b/a Verizon Business Services and Cellco Partnership and subsidiaries d/b/a Verizon Wireless (“Verizon”), Frontier North Inc. and Frontier Communications of Michigan, Inc. (“Frontier”), Windstream Ohio, Inc. and Windstream Western Reserve, Inc. (“Windstream”) and the Ohio Cable Telecommunications Association (“OCTA”).  
II. SUPPLEMENTAL REPLY COMMENTS

A. The Commission Should Reconsider Whether Intrastate Access Charge Reductions are Merited at This Time.  

Frontier
 and Windstream
 suggest that the Commission wait on pending Federal Communications Commission (“FCC”) intercarrier compensation reform activity before requiring automatic mirroring of interstate and intrastate switched access rates.  Cincinnati Bell agrees that it would be prudent to see what the FCC does before embarking upon the creation of a state Access Recovery Fund (“ARF”).  In any event, it is imperative that any plan be reassessed if the FCC adopts intercarrier compensation reforms that affect interstate access rates.  

Cincinnati Bell also agrees with the OCC that automatic mirroring of interstate rates is not necessarily the correct approach.
  Federal rates have become disassociated from costs, so they do not necessarily establish appropriate standards for rate reasonableness.  Cincinnati Bell continues to urge the Commission to provide the eligible ILECs with an opportunity to establish that their current access rates are just and reasonable and not to automatically assume that all intrastate and interstate access rates should be the same.  
B. Any Mandated Access Reductions Should Be Phased In Over a Period Of Years.  

With the exception of AT&T, most commenters suggest that access reform be phased in over time, rather than through a “flash cut.”  Several different reasonable approaches have been suggested.  The OCC advocates a straight five-year phase in whereby the current differences between intrastate and interstate switched access rates would be eliminated by changing the intrastate rates by one-fifth of the difference each year.
  Frontier also suggested a five-year phase in period.
  Windstream
 and Verizon
 would agree to a phase in, although it was not their first choice.  The OCTA suggested an even better approach – to reduce access rates over time, but only by the same amount as the replacement revenue that could be raised through rate rebalancing.
  The OCTA’s approach would avoid the need for an ARF by perfectly synchronizing access charge reductions with rate increases.  The Commission would forgo the last small bit of rate mirroring as a de minimis issue in light of the significant administrative cost necessary to maintain a fund for the small remainder.
  

Cincinnati Bell agrees that a phase in of access reform is the fairest approach.  Ultimately, the end user customers of ILECs will have to bear the cost of supporting the local network, up to some as of yet determined affordability limit.  As the OCTA and OCC’s analysis of the data shows, most carriers could replace their lost intrastate switched access revenue by raising their own local rates to some benchmark level without having to resort to an ARF.
  The amount of time it will take to phase in access reform depends on the Commission’s tolerance for local rate increases.  The faster local rates can be increased, the faster access charges can be reduced.  The ultimate goal of the phase-in approach ought to be to minimize or eliminate the need for the ARF.  Of the various constituencies that could be called upon to support an ILEC’s local network (its own customers, long distance carriers that use the network, or unrelated Ohio carriers and their customers), the two that most logically should be called upon are local customers and long distance carriers.  Access reform would shift costs from long distance carriers to local customers.  An ARF, however, would be supported by completely unrelated carriers and their customers, whose role should be kept to a bare minimum, if any.  
The only reason to involve unrelated parties in funding an ARF is if the shift of costs from interexchange carriers to end users would result in unaffordable local rates.  Then, the ARF would act as a universal service fund.  But this should be a last resort, based upon proof that rebalancing will result in unaffordable local rates.  The Staff Plan and AT&T’s alternative both start with the assumption that there will be a fund, without consideration of what would be an affordable local rate.  
Despite the relative consensus among commenters that the ARF should be minimized or avoided if possible, the appropriate benchmark level to which local rates should be increased remains a significant open issue.  AT&T uses its own local rates,
 the OCC suggests a statewide average rate,
 while the OCTA advocates a benchmark of $25.00 for residential lines and $35.00 for business.
  CBT suggested using an average rate of the ILECs that have already mirrored their intrastate and interstate access rates.
  The benchmark rate ought to be the highest rate the Commission can justify as affordable.  In theory, every ILEC should recover its mandated access revenue shift from its own customers.  The only limit on that concept would be if the resulting local rate was so high that it jeopardized universal service goals.  But the record is devoid of evidence of what should be considered the “affordability limit.”  Virtually every plan that has been suggested needs a local rate benchmark, so before embarking on intrastate access reform and creating an ARF, the Commission must establish such a statewide benchmark rate.  It may require an evidentiary hearing to establish that rate.  
C. Any ARF Should Be Based On the Most Current Data and Be Updated Frequently.  

The Staff Plan originally called for the use of 2009 data to establish the ARF and would only update the data every two years.  Most commenters now agree that any plan should begin with data no older than 2010 and should be updated at least annually.  
CBT agrees with the OCC that the calculation of the annual access revenue shift should be based on current minute of use quantities, not historical amounts.
  The data clearly shows a decline in both access lines and minutes of use over the last several years and the consensus prediction is that such declines will continue into the future.  The revenue neutrality mandate in R.C. § 4927.15(B) only applies to revenue losses due to reductions in access rates.  An ARF should only compensate for revenue losses attributable to rate reductions, not declining quantities.  Even if the Commission did not order access rate reductions, access revenues will decline because of reduced usage and reduced subscriber counts.  Because those two things would happen anyway, the ARF should not compensate for them.  Any revenue neutrality guarantee should only cover the product of the rate reduction and the actual number of minutes of use charged at the reduced rates.  The Staff Plan would overcompensate the eligible ILECs at everyone else’s expense.  
The OCC has also raised a valid new point.
  Some of the eligible ILECs that will seek to recover lost access revenue will themselves be the beneficiaries of access charge reductions.  To the extent an eligible ILEC (or its affiliate) experiences lower intrastate access expenses paid to other carriers, that should be used to offset its recovery from the ARF.  

D. There Should Not Be Different Treatment for Price-Cap and Non-Price-Cap Carriers.  

The Staff’s proposal only requires price-cap ILECs to increase their rates to recover some of their access revenue loss.  Non-price-cap eligible carriers would not have to increase rates and would continue to be compensated based upon initial demand quantities.  As most parties recognize, there is no reason why consumers in areas served by non-price cap ILECs should not bear the burden of access reform.
  The Commission should require all eligible carriers to move their basic access line rates up to a statewide benchmark at a similar pace.  
E. The ARF Should Be Funded By the Broadest Possible Group of Contributors.  

Most commenters agree that, if the Commission is going to create an ARF, to the extent access reform is not self-funded through local rate increases, all competitors should contribute on the same basis.  The OCC and Frontier agree with Cincinnati Bell that VoIP carriers must be called upon to contribute to any fund.
  Some of the greatest competition to traditional wireline LECs is now coming from cable companies and other interconnected VoIP providers.  The Staff Plan would not require VoIP providers to help fund the ARF.  This would create another unfair competitive advantage for VoIP providers over ILECs.  The Commission should work to eliminate competitive disadvantages due to regulation, not create new ones.  
III.
CONCLUSION

Prior to undertaking any access reform, the Commission should first determine whether existing intrastate access rates are just and reasonable.  If any rates are found to be unreasonable, the affected ILEC should rebalance its own rates to the maximum extent possible before being eligible to draw a subsidy from a state fund.  The Commission should make every effort to avoid and/or minimize an ARF by phasing any necessary reductions in over a period of years, requiring all eligible carriers to maximize their local rates up to a statewide benchmark rate, and by creating the broadest possible contribution base for the fund.  
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