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Tha Public Wtility Commisaion of Taxas adopbts new 323,91 with changes tc the
oroposaed text as publishad in tha Agpril B, 1993, issue of the Texas Register
1182 TexRmg 2274). All lecal exchange carriers with annual revanues from
requlated telecommunications operations in Texas of $100,000,080 ar more for
fiva consacutive vears will bs reguired ta comgly with ihis orcposed ruls. The
rule reguirss local exchange carriers (LECs) to detarmina and orovide to the+
Public Utilitv Commission the long-run incramential costs (LRIC) incurrad by

such carriars in the provision of telecommunications services. o

promation of consistant ratamaking tresatment, decreased litipation of issuas in
rate cases, and greater certainty ragarding the aconomic gosts of providing
talacommunications services.

MesLAw

Tha public banafit anticipatad as a result of anforcing the new section will be

The following nartias submitted comments: the Office of Public titility Counsel
(OPUT ); CENTEX Talemanagament, Inc. (CENTEX): Texas Telephona Association

tTTAY: Sprint Communicatians Companv L.P. (Sorint}: MFS Communications Companyv.,

Ing. (MF5): GTE Southwast. Incorporated and Contal of Texas {ithe GTE
Companiaes); Texas Statewide Telephona Cooperative, Inc. (TSTCI); ATET
Communications of the Southwast, Inc. (ATET); Southwestern Bell Talephona
Companv (S4B): Genaral Servicas Commisaion (85C); MCI Talecommunications
Cornoration (MCI): Southwest Talacommunications Association, Ine. (5TA): and
Taxas Associatian of Long Distance Talephone Companiams (TEXALTEL), Capital
Metwork Svatem, Inc. (CNSI) requasted by means of a transmittal laetter (o be
noetified of the time and date of commission spansorad worksheps in connection
with 523.91 but did not file anv written comments.

.
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————
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WESTLAW.

Follawing the oublication of the groposed rule, tha commission conducted thraee
workshops at which the commenting parties furiher discussed the issues raised
in thair comments,

Genarally in susport of tha proposed rule and the ingremental costing
methodology tharsin are the following pariies: CENTEX: TTA: Sorinti MFS; the
GTE Companies; ATAT: SWB: GSC: MCI: STé4:; and TEXALTEL. QPUC generally opposes
the groposad rule. TSTCI neither copposas nor supports the progosad rule; it
filed commants that are cautionary and neutral.

Pe
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The ramaindar of this preamble is organized as follows. General issuas that do
not pertain te anv particular subsections of the groposed rule are discussed
first. Spacifically, the greamble begins with a summary of the comments on thas
sagtion’ s usa of incremental cosiing and basic network functions (BNFs) to
determine sarvice costs. The next topic is thae added distinction batueen valume
seansitive costs and volume insensitivae costs associated with BNFs, The last
part of tha preamble periains to comments on the specific subsections of the
gropasad rule and fallows the order in which the subsections arae found in the
progosaed rule. The parenihatic refarences io the various commants refer to page
numibers on file at the Public Utility Commigssion of Taxas.

Tha two praminent features of the cosiing methodologv ambodiaed in thae

oropased rule ara: first, tha reaguiremeni that LECs perform cost studies
consistent with tha principles of incremental costing: ard second, the
raguiremant that LECs identifyv and cest basic natwork funciions (BNFs) that ara
usad in various combinations io provide tariffad services.

All parties that supoort the nproposed rule in thair commants andorsad the
saction’'s requirements that cost studies use incrsmental costing principles.
CENTEX states that theav support "the Progosed Rule’'s emphasis on what is
somatimes called Total Barvice Long Run Ingremantal Cost ( "TSLRIC

"1 methadology.  (CENTEX comments at 1.} TTA likewise ‘agrees with the »
incremental cost methodology.  (TTA commentis at 1.) Sorint 'supports the use of
LRIC [tol identify the aconomic cost of providing a service or aroun of -
sarvicas.,’' (Sprint comments at 1.) MFS statas that it 'strongly supports
adoption of the grooesed rule, ralating o Long Run Incremental Cost
Methodology for LEC servicas. (MFS comments at 1.} The GTE Companies also
suppart the use of incremental costs and comment that thev "aras pleased that
the aroposad Rule advocates the use of incremental costs.’ (The GTE Companies
at 5.) ATAT citas that 'among ithe dasirable aspacis of the Rule as gronosad
Lis] racognition that the approuoriate costing standard to datect

subsidization of compatitive saervices bv monocoolv sarvicas is tha total sarvice
long run incramantal cost (TSLRIC) standard.’ (ATAT commants at 2.) W8
‘commands the Commission’'s Staff for oropbosing a rule that utilizes incramental
costs’ and dedicates a section to incremental costing under the heading
‘Incramantal cost and net fully distribuled cost is the corract methodology for
a cost rule.’ (SWB commants at 2.) 55C statas that it ‘supports a irue LRIC

- analvais.’ (GSC commants at 1.) MCI notes that Total Service LRIC "is the

appropriata measurs of cost.’ (MCI comments at 8.) STA states that Staff’'s Lono
Run Incramental Cost Rule 'makes significant orograss toward achiaving [thal
policy objective {[that) LECs set nrices for competitive sarvices so that thesa
sarvicas ara naithar directlv nor indirectly subsidizad.’ (STA comments at 1.)
TEXALTEL “supports tha concept ambodied within proposaed rule s23.81° and, in
fact, suggests imoprovements, discussed below, %q assure thai correct LRIC
results ars obtained. (TEXALTEL comments at i.)

Motwithstanding its disagreements with the commission’'s groposad rule, GPUC
doas not appear to ba fundamentallv cpnosad o tha incramental costing
mathodology par se, though it doas assert that "the utilization of LRIC
information alone will not achieve the Commission’'s stated objactives of

Coor. () West 189894 No Claim to Grig. U4.5. Govi. Warks




'WE

W

WESTLA

W=

WsTLA

W,

WESTLA

;

PAGE 3

i§ TaxRag 5723

promoting consistant ratemaking traatmenti., decreasinog litigation of issues in
rate casas, and furnishing greatar cartainiy regarding services ecanomic
costs. {(OPUC commants at 1.)

Howaver, whila thev ara not opposad to incramental costing, GSC and OPHUC
comment extansively on what thav perceive to be an inconsistency betwaen iha
pronosad rule’'s profassed long run incramantal cost methodology and its
reguirements that LECs use current demand data, least cost tachnologias that
ara currantly available on the markat, and existino network topolonies.

Although GSC gansrally supports the proposed rule, GSC notas that
‘daspite the accaptable s23.91({c)}{8) dafinition [of LRICY, the proposad Rula on
actually measuring LRIC does not maich that dafinition. The cost measured under
tha nroposaed mathod is for an increment of ouiput that 'shall be the laval of
output necessary to satisfv total current demand...’ This suggests that the
incrament of damand is tha total demand for the pariicular BNF at the presant
tima, and dcas not reflect a prospactive change in demand that would cause a
carrasponding change in cests,’' (GSC comments at 3.) 5S5C furiher comments that
‘it is not clear how thea notion of "long run’ actually will fit into-the
ampirical analvsis sinca bhoth LRIC and damand lavels ara based on the
currant time frame. (GSC comments at 4.) GSC asserts that 'LRIC studies should
ba forward loockina, and for that reason, invelva demand and cost projections...
{G8C commants at 4.)

OMIC s commants exprass much the sama concerns. OPUC cammants that "the rule
assumas that the ralavant increment of ocutbui associated with detarminina LRIC
is "the lavel of output nacessary to satisfv total currsnt damand lavals for
all servicas using the BNF in guestion.’ Proposad s23.91{f){1). Such conditicns
claarly are not planning ralaied.’ (OPUC comments at ti.) In regard f{o ihe
reguiramant that least cost technology choices must be resiricted to those that
ars currantlv availabla on the markat, OPUC commants that it is ‘unclaar of
what relavance the stipulations might ba to determination of long run values.
{OPUC commants at 11,9

The commission disagraes with GSC and OPUC for the following reascons. The
concarns of GSC and OPUC seem to stam, in part, from their interpretation that
the long run partains to evanis in tha future and, tharafore, that LRIC studies
must be basad on projacted data rather than on curranti data. That is, G5C and
OPUL saam to maintain that the distinction between ‘short run’ and "long run

is one primarily in chronoloaical time, with tha short run referring to the
preasant and the long run to the futura. While the commission racoanizas that
GSC's and OPUC's uss of the term has been apnlied in soma LRIC studies
parformed for talacommunications saervices, tha commission beliaves that the
aconomic literatura does not rastrict the tarm "long run’ to this particular
use.

In tha sconomic literaturs, long run cost functions, ifraditionally. do noti
refar to costs that a firm is projactad to incur at some point in the future:
in fact, thas discussions of such functions in standard economic texis do not
even include time as a variable that is ralevant. The reascon is that the tarm
Coar. (L) tWeat 1994 No Claim to Orig. Y.5. Govi. Warks
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long run, rather than refsrring to soma time period in the futurse, refars to a
Sat of assumptions ithat undarlia the consiruction of gost functiens. In tha
conatruction of lona run cost functions all inputs are assumed to be variable.
In conirast, in ths consiruction of short run cost functions some inpuis are
assumed to be Ffixad.

fAs Alfrad Kahn notas '[ilha sourca of the confusion is the aconomist’s

usa of the unfortunate terms 'short run’ and "long ~un. ' Thav saem to
corraspond {0 time in some chronological seansa-short run to costs that ara
incurred ioday and long run te those incurrad next vear, or some such. But in
fact thay do not.’ Kahn goes on to say that the short run/long run distinstion
is ‘hetwaan costs that are fixed and those that are variable with output during
goma arhitrary pariod of time. A, Kahn, The Economics of Regulation:
Principles and Institutions, MIT Prass, Cambridge, MA, 1988, p.72.

Tha proposad rula, than, does not use the term long run in a chronological
sanse o rafer itn gosts, that tha companies might incur durinp some time perind
in tha future. (Such a use of tha term. indesd would have nacessitatad itha naed
to eanpage in damand and cost projections.) Instmad, the term long run is used
oradominantly for ths following reasons. First, it is used to allow cost
analvsts to assume that all inputs are variable, to ignore ambedded cost
atructuraes, and to produce cost studies reflactive of laast cost tachnology
ghoicas. Second, it is used to ensurs that all capital costs, assumaed Ffixed in
tha short run, are included in the long run incramantal costs studies,

What follows are additional reascons whv the commission reiscts suggestijons
that, for tha ournoses of thae propesed rule, cost studies for existing services
ought to be based on ‘demand and cost projections’ and tachnoloagv choices othar
than those currantly avatlable on the market. (That is not to say that such
studies would not ba useful for other purposes.?

First, the rasulis ohtainad fram cost studias based an anvihing ather than
current demand laveis can not he readilv appliad, excent undar some sireono
asaumptions, ta determina whather sarvicas or agroups of sarvices are currantly
eross-subsidized, one of tha main objectivas of the commission’'s cosiing rulas,
This is particularly trues for cost studies that ara based on "an incremantal
change in demand resulting from projected growth over some planning horizon,

as GSC suggests a ‘gpronerly constructed LRIC study’ should be. (G5C comments
At 4.) Such sturdias wonld only indicate the minimum ravenue necessary to
racnovar the ansts nf an incrsmant nf damand ornuth, nnt the ravanua namdard fo
nravant arnasa=sphsidization af A sarviaes as a whola, or a oronp of searviass as
A mhola.

Bannnd. tha apnmcification nf tha ralavant incramant nf nutnnt will diffar
rimpanding on, among nthar ronsiderations, uhmthear tha settinn invalvas =
ainnta-proditet or A mutti-product Firm. Claarlyv, for a singla-produoct firm it
wnnld hm pnnuiiar tn spnniFy tntal nntput far the sarviecra as tha realavant
innramant in an incramantal nnst sindv: npn'mnn!d simpiv nat tntal fnst. Far &
sinalta=pradunt firm, tharafora. one wonld not achoanam intal nutnnt but some
athar laval, aunh as an innramant in osutput namdard ta amrva a proisactad
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innrmasa in damand. Thia is nat nacassarilv irua far a mnlti-nrndunt firm, snuch
Ax a loral axahanom tataphane comnany. As notad hv ATRT, MCI, and othars, i% is
antirely meaningful in a multi-product setting io determina incremenial costs,
whare the incrament of output concerns the addition, ar discontinuation, of a
sarvice or group of servicas. In fagt. the information obtained from such an
axargise is agritical in detarmining whethar 3 servica or group of servicas is
Gross-subsidized, (For a discussion of the incrasmental cost test and subsidy-
traa prices, sea Danial F. Spulber, Rasaulation and Markats, MIT Prass,
Qambridge, MA, 18989, p. 120-1224.) Since one af the main objectives of ithe
oroposed rule is to help prevant cross-subsidization. it is reasonable and
necessarv to use total currant demand levaels as the raelevant increment of
output,

Third, demand and cost projections ara not aeasilv obtained and, in anv

avant, are likelv to be controversial. Also., demand foracasts are contingsnt on
sarvice ratas that. in iurn, ara contingent on cosis that, coming full circla,
are contingent on demand. This interdapendence between costing and pricing that
axists whan damand and cost projections are usad is, among other comolications,
what the commission has sought to avoid by separating costing and pricing
issyas,

Fourth, tha commission saes no merit in allowing the sompanies and othar
partias to conjecturea about futuristic technolcoies that mav or mav not bae
introduced in the markat and for which, as of vet. no verifiable

vandor pricas can he obiained. -

lLast, the proposad rule raguires the LECs to update all studias avery six
months whan significant chanpes occur. This reguiremaent, thersfore, cbviatas
the need for controvarsial demand and cost projactions and assures that the
tommission has access, at all times, to currant cost information.

For the ahove raasons and cthers discussed below, the commission baliaves that
the provisions in the proposad rule are boih theoretically consistent and
appropriatae.

OPUC commants that ‘aven if tha oproposed rula ware ravised so that truge LRIC
studies are mandated, additional information would be required to achieve
costing objactives, Most neotably ... the ceiling of tha pricing range must ba
discernable if soms customers ara not to be burdenad with uneconomically high
ratas, This ceiling laval is determined from tha stand alone costs of sarvice.
" {(OPYC commants at 5§,)

Tha commission disaoraes with OPUC for tha following reascns, First, as long as
all servicaes and groups of services (that share common costs) racover their
LRIC, as determined under the proposed rule. then no service or group of
searviges is heing subsidizad., Bui, if no service or group of sarvices js being
subsidized {i.e8., theara are no subsidy flows), than no servica or groug of
services is doing anvy subsidizing, aither. Therafora, as lonao as regulators
aravant the company from ovar—-earning, the comgany is reasonably afficient, and
all services and groups aof services recover at least their LRICs, then no
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sarvice is chargad mors than its siand-alone costs.

Second, the nasting of services inio grouns when common costs axist will allow
the commiasion %o obsarve the upper limit on how much the companvy should be
allowad %o charge cusicmers. Indeed, if all common costs arae proparly accountaed
for, then the proposad rula, in affact, producas the stand-alona benchmarks
that OPUC maintains ara neaded to orotaat customers.

Furthar, to the axtent that ihe companv has inafficient or stranded facilities
nat accountad far in LRIC studias {QPUC commants at 79, the racoverv of thesa
facilities is a pricing aroblem that the commission will address during the
rulemaking oroceeding on gricing rafaranced in subsaction (o),

Tha second grominant features of tha proposed rule, the requiramant thai thae
LECs idantifv and zost ihe basic network functiona usad to provide thair
finished services. raceived general support as well, except from OPUC. which is
.generally osoposad ta the proposaed rule. CENTEX states that "the Progosad Rula
correctly racognizes that the myriad of services currently offerad by the LECs
in Taxas are in reality constructed by combining a limiied numbar of Basic
Network Functions (BNFs)? in various wavs. (CENTEX commants at 1.} Sorint
offars that 'the use of BNFs as cost componants in developing a sarvica or
groun LRIC facilitataes the proper reflection of incremantal costs.’ (Sprint
cammenta at 1,) MFS comments that "the Commission's nrocosal would introducesa
fundamantal and importani innovation in costing mathadology. namely tha usa of
‘bottom~up’ methods that start with thea costs of disaggraegated netuwork o
somponants and work up to davalop sarvice cosis.’ {(MFS commants at 1.) ATAT
states that it supooris an aporocach to costing that ingludes the
"identification of ihe separate basic network functions that comorias ithae
highly tachnical, complax netwuork as marketad by tha LECs.' (ATAT commants ai
2.} MCI commanis ithat 'the propgsed rules grogerly reccgniza that tha networks
ot tha LECs nerform a finite number of basic natwork functions (BNFs), which
can he combined in various wavs into a vast varietv of finished
telegommunigations sarvicas, and orogerly focus on tha devalooment of cost
infarmation at the levael of thase basic network fungtions. rathar than at the
lava) of finished servicaes.’ (MCI commants at 1,) STA assarts that since "the
progosad rula huilds from tha costs of basic natwork fungtions of the natwork
{8NFs)  the groposal ‘reprasants the proper aporoach to cost determination.
{STA commanis at 2.}

Whila SWB and tha GTE Companies do not axplicitlv andorsa tha use of BNFs

to detarmine service costs, thav do not oppose it either. In fact, SWE states
that "the cantral nature of cost gausation in the propgsed rula is consistent
with the philosophy of Southuestarn Bell's currant cost modals and methods to
‘tha dagras that it utilizes “cost drivers’ or bhasic cost causative componants
that could he concaptually similar to properly definad BNFs.'  (SWB comments at
3.1 The GTE Companies, rather than opposing the use of BNFs to datarmine
sarvice costs, racommand that by focusing on only "tha core or kev BNFs' thae
appraach 'will identify the costs of tha most important BNFs or cost drivers
and will ralata mora diractly io0 tha rasult of procaedinas and workshoos
addr-assing tha scoge and timinag of interconnection, unbundling, and oricing.
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{The BTE Companies commenis ait 2.)

Howevar, whila neither SWB or the GTE Companias aooaar to hava conceoiual
oroblams with the proposad rule’'s focus on cosiing basis BNFs, both nariies
axgrass concarns about the number of BNF3 and the deares of sogecificitv with
which BNFs have been prascribed. SWB states hacause 'BNFs will vary across
companias and aver itima .,. BNFs should be a fluid concept. Ii will he
difficult te fullv specify BNFs at tha ocutsei. Thus SWB racommends thai
specific BNFs not be codifiad in the rula,’ (SWB commants at 5.) Tha GTE
Companias share SWB s concarns. Tha GTE Companies comment that “the rapid,
nerhans avan ravolutionarv, pacea of change in talacommunications technology is
wall known to all partias, and it is well recoanizad that tha BNFa of today
will change dramatically with time,’ Tharafore, the GTE Commpanias 'sironaly
racommend that the specific and detailed BNFs containad in the proposad rula be
remavad, ' (The GTE Companias comments at 8.)

Sprint, on the othar hand, expressing the cpposite concern of SWB and the GTE
Companies, commenis that it ‘guastions wheiher the BMFs have haaen identified at
a low encugh level. BNFs should he idantified at a lavel that will allow
sarvica {RIC studies io properly raflect tha incremantal coat of tha sarvice.
It BNFs are ideniifiad at toc high a laval, many mora caostis bacome comman
betwean garvices and are forcad to the agroup of services level.’ (Sorint .
comments at 2.}

The abova commants demonstrate the tension haetween tha nead to dafine BNFs with
an appropriate degree of specificity and the danger that codifiad BNFs may
auickly bacome obsolate because of technolooical change and/or because of the
differsnces in cosi causative relationships across gompanias. The commission
has sought o rasolve this tansion by spacifving BNFs at a raasonable level of
datail while allowing the companias noet conlv to add BNFs but also to medify
BNFs or aliminate prespacifiad BNFs altogether wherae it is demonstrated that
doing so is aparcpriate.

A3 naotad, OQPUC is the onlv pariy that filed commenis io copose the use aof BNFs
to datermine servica coasts. OPUC states that "the proposed ruie offers no
anginearing justification for tha building blogk aporoach nor anv assurance
that the LEC would design iis network in the same wav or use tha same
combination of BNFs if i{f1 wara awara, a priori, that thesa would bhe subiect to
disassambly.,’ (OPUC commants at 8.)

The commission agrees with OPUC that the costing mathadoloav ambodiad in

the prooosad ruie could alter the incentivae siructurs for the LEC and affact
natwork desion and invesiments in the fuiure, depsnding on, among other thinas,
how cost study rasulis impagt service ratas, Bui, since this ohservation would
be true for all costing methodolopies in general, it is no reason to opmase any
mathodology in particular. Furtharmora, to the exieni that ithe LEC's naetwork
dasian will be affeciad by the cosiing mathodoloay in the rule, the likely
result is a more modular and open natwork archiieciura.

The commission, howaver, disagraas with OPUC that theras axists ‘no enginsering
Coor. {C) West 1994 Mo Claim to Orig. U.§. Govi. Works
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justification for the bQuilding block approach.’ In fact, the network functions
idantified in tha praoposaed rule as BNFs are so identifiad in laroe gars
oragisely because thair angineerino characteristics allow them to be set apart
fram other functions and to be costed osut individually.

OPUG also commants that "with the appearanca of tha “intalligent natwork’
sarvicas/features/functions mavy be laraalv dafined (inveniad) hasad on
transient user needs or carrier strataegv. Thus, the orocess of making BNF
reavisions could assantiallyv be continuous. ... A LRIGC basad on BNFs may hava
an ‘sxpgacted life of as little as a few hours!’ (OPUC commanis at 3.) Tha
commisgsion disagrees with OPUC. Network funstions which reqguira substantial
invastmeni outlavs will not any time sogon have an axpactiad life of just a faw
hours. Finished sarvices, on the ather hand, mav he cresatad or medifiad, in an
intelligant network anvironmant, in the amcount of time that it takes f{o load-up
a new software program. Therafora, OPUC's argument is in fact a campelling
damonsiration of the nead to parform cost studies not just for finishad
servicaes but also for network functions, as tha commission oroposas in its
costing rula,

The oroposed rule envisjoned that costs asscciated with the provision

of BNFs would have volume sensitive and volume insansitive componantis,
consistant with thae siandard representation of cost functions in ithe aconcnic
literaturae; it did not, howaver, include specific dafiniticns for thosa tarms.
Instead, tha groposed rule usad general language to suggest the usa of voluma
sensitive and volume insensitive costs, such as "the long run incramental costs
for the tariffad service shall include the costs associated with this usage (of
tha BNF.1 Whila some parties, such as MCI. found the oroncsaed rule’'s treatmant.
adequata, other parties supnaestad that the pronosed rule ba modified %o include
dafinitions and a mora explicit treaiment of the volume sensitive and volume
insansitive costa.

For sxampla, tha GTE Companies note that "tha cosis which vary with output
could ba raferred to as the volume sensitive costs. The coais which do not varv
with suiput but are incramental with the offaring of the service could ha
refarred to as volume insensitiva costs.’ {(The GTE Companies comments at 7.)
W8 likeawise asserts tha naed to make the distinction axplicit becausa 'the
distinction batwean volume seansitive and volume insansitive costs is important
for sgund husiness and policy reassons (a.g., avoiding cross—subsidies.)’ (SWEB
commants at 15.) Tha commisasion incorporates the racommendations and adds
subsactions (c¥{23)-(24) %o dafina volume sansitive and voluma insansitive
cosis and madifies subsactions (d)(5), (d)(B), (£)(B), (f¥9}), and (g{3},
accardingly.

GSC cammants that "thare ara savaral placas in the proposed rule whars
the word 'significant’ is usad to describe a irigger point that detarmines
whathar a gartain action should occcur. The languages in thege instancas is vaqua
and it its not clear whan the point of 'significance’ is reached.’ {GS5C commants
at 8.7 In its discussion of soma spacific insiances in which itha oronosed rule
uses the term significant 65C suogests that 'a rangs of [aporoximatelvl 10
parcant would ba a raascnabla ranpe.’ (GSC commanis at 5.) The commission
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racognizes that the prooosad rule should sei some standard to defina when
somathing is 'significant’ and when it i& not. Tharafora, the commission adds
subasction (c) (19} to gafina tha term “significant.’

The graambhla to tha Agril 8, 1933 Taxas Regisier Publication of the proposad
rula statad that thera would be nc anticipated economic cost to persons who ara
ragquirad to comoly with the proposed section. A number of parties tock issue
with this statemeant., TTA comments that it 'disagrees with the statemeni that
ithara is no anticinatad costs.’ TTA maintains that "to identify and canduct
LRIC siudies for all relevant basic natwork functions ( 'BNFs’') and to determina
the LRIC cost of averv tariffed sarvice by grousinag BNFs and services which
shara common costs is a massive undartaking.’ (TTA comments at 2.) Tha GTE
Campanias commant that "although tha GTE Companias support adopticn of an
ingramantal coat study rula ..., the magnitude of the affort reacuired bv the
proposad rule to accomnlish ithese studias is significant.’ Thev nota that the
requirsments ootentiallv applv to "approximataly 1400 servicas: a truly
burdansome number.’ Therafore, the GTE Companies racommand "that the scove ba
raduced o a manag=sabla levai such that incramental cost studies produced on
onlv those BNFas which compatitiva suppliaers muat ohiain in order to compate.

{Tha 6TE Companias commants at 18.) Similarlv, SWB commants that "the
Commission must not operata undar the mistaken impression that compliance with
this grooosed rule will not have an adverse economic¢ impact on tha LECs. ' S5SU8
maintains that "tha zost of comnlianca for Southwastarn Bell will be guite high
in tarms of additional needad resgurcas and costs. Soecifically, Southwestarn
Bell astimataeas that it will need additional emplovees o insurs comuliance in
Taxas at an annual cost of at least %4 million over the next thras vears. This
is a significant real cost to Southwestern Ball which wculd than became a2 part
of the zoat of sarvica.’ (SWEB comments at 8.)

The commission balieves that TTA, the GTE companias and SWB overstata the
burdan that the pronosed rule would imgpose on complying companiaes. Firat, both
tha GTE companias and SWE alreadv amplov cost analysts that conduct cost
studies for a variatyvy of purpcses, such as cost studies for applications

under ss823.24, 23.28 or 23.27. The affact of the oroposed rula, therafora,
would be 1o sireamline and svstamatize tha mannar in which such coast studies
ars conducted. Sacond, the commeniing parties fail to take inteo account the
potantial benefits and cost savings from reduced litication of issues ralatad
to cost. cross-subsidization, and pradation in docketed proceedings.
Navarihalass, to accommodats some of the concarns of the parties, the
commission adds subsection (1)(B)(C) to allow companies te file for a waiver
{under the workplan) from tha reguirament to perform LRIC studies for certain
sarvicas. This grovision, for axample, would allow the companies to damcnstrate
that, in tha absanca of compatitive goncarns, revanuaes for a sarvice ware sco

small that the requirament %o perform a gost studv for tha service would he
unduly burdensome and of little oublic benefit.

MFS racommends, in view of changina telacommunications tachnologies, that
tha saecond sentenca of subseciion {c}(l) be amendad ic allow tha company tha
Plexibilitv %o specify additional subcatagorias of BNFs, (MFS commants at 3.}
Tha Commission agreas with MFS that 523,91 should allow the companies
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flaxibilitv io raflect chanoas in telagommunications technolegias. Howavar, the
commission baljaves that $23.91 orovidas sufficient flaxibilityv by allowing tha
companias o specifv naw BNFs or to radafina prescribad BNFs. Mo changaes uwera
made.

G50 commanis that the activiiies dascribed under the gatagorv of BNFs of
Ancillary Services ars morae pgreoparly dascribed as being adjunctis io BNFs and
servicas., (G50 gommanis at 5.) The commiasion agreaes and modifies subsamction
{g) 1) accordinolv.

5TA notas that the lanpuage defining tha subcatagorv for billing and collaction
aliows for the undasirable possibiliiy that tha companies includs fungiions
that oroperlyv balong under cgeraior ssrvicaes, STA racommends that tha
commission adds the following nphrasa i{o subsaction (o) 1}(A): "fto tha axtant
that this activitv doas not otheruwise include activitias dascribad in
subparagraph (£} of this naragraph, relating to Oosrator Sarvicas. (5TA
commanta at 3.) The commission appraciatess STA's concarns but balisvas that the
dafinitions ara sufficiantly claar and that no chanpes aras naedad.

STA nraoposas that the subcategory dafinad in subsaction (oM L1M(C) axolicitly,
inciude tha use aof Lins Identification Data Basa (LIOB) and Originating Line
Seraaning (OLS). Furthar, S5TA maintains that subasagtion (g)(1) (C; should also
includa the provision of '@-' calla. (STA comments at 3.) The commisaion
disaoreaas with 5TA and maintains that subseciion (o} 1)(C) has haen dafinad
with a sufficiant deorase of specificity.

ATAT notes that in subsections (2 M1 HC) and (8)(11) tha sarvicas dascribad at
tha and of the. first asntance should ba "(busy lina varification)’ and '(busv
lina intarruption).’ (ATAT commants at 9.) Tha commission aoreas and modifias
tha languanoe accordinaly,

A numbar of pariies commant on tha groposed dafinition of BNFs in subsection
(g ¥ Z2). CENTEX axprassaes concarn that the definition leaves tha zompanias toa
much discration. {(CENTEX commants at 3.) The GTE Companias commant that "thae
dafinttion doas not make a distinction batween cosiing and oricina’ and that
"the dafinition should recognize and include the necessarv description of cost
causation.  (Tha GTE Companies commenis at 13.) SWB maintains that the
dafinition "incorrectly %tias gosting and oricing and how sarvicas mav he
offarad.’ (SWB commenta at G.) G5C sugoaesis that ths dafinition should ba
axpandad byv-adding the phrasa ‘or as a service component. ' (G550 commants 7.)
Quring tha workshoos the parties agreed to changa the dafinition {o read as
follows: ‘A discrate natwork fungtion whigh is usaful, ajther as a stand-alona
function or in combination with othar funciions, far which cosis can he
idantifiad, ' Tha commission changas tha dafinitian accardingly.

In reagard to subsaction (c)(8), MCI commanis that the rules fail "fo
congsidar soats which may ba ralataed to agrougs of BNFs,  and that "'MCI ragards
this as a significant omission. MCI maintains that 'a relativaly larpa
progortion of the costs of the LEC s natworks consisis of volume-insansitiva
cosis which ralate to netuwerk functions rather than to finished sarvigas.
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Tharafore, MCI racommends that 'the oropesed rule ba modifiad o requirs
idantifigation of group—ralatad costs at the leval of BNFs. Agreaing with MCI,
tha commission medifies subsactfion (ci{S) o dafine tha tarm ‘costs common fo
BNFs ' and subssctiion (h) to raguire the LECS to identify and calculaiae the
costs that ara common %o BNFs, as wall as subsaciions (j)(2) and {(k)(2)
partaining to tha LEC npronosad workplan and othar filina requiremanis, SWB
suggasis that the dafinition of commoan costs in subsaection (2 ){S) ha changed %o
raflact that costs can ba common to cusiomars. (SWB commants at I of Attaghmant
A.) Whila agraeing with SWB that for soma purposas it can be meaninoful fo
dafina cosis comman to customars, tha commission haliesves that for tha nuroosas
of 523.91-t0 deisrmina costs for f{ariffed services, among other purposas-tha
dafinition for common gosts should not ba definad as cosis common to
customars,

SWB alsn sugoasis that tha commission add languaga to subsaction (2 XS) ia
indigate thait soma coasts can be assioned only %o the firm in its aniiraety. (SWB
commants at 2 of Attachmant A.) Tha commisasion aoreas with SWB and modifias tha
dafinition of common costs in (g )(5)(A) accordingly.

TEXALTEL axprassas concarn abouit itha tarm "aveided’ in subsaciions (2)(5) and
ta iRy, TEXALTEL commepis that 'filn the Caommission's cost siudv hisiary,
aveidad’ cost and " inacramantal’ cosi hava oftan implied twe vary different
sosting congepts. According io TEXALTEL, because ‘provision of islaghona
sarvices fraquantly involvas invastmant in "sunk costs,’ which are jovesimants
in cable or othar aguipmenit which are not salvageabls ... tha incramental cost
to initiallv orovide sarvicefs] is subsitantially arsater than tha cost that
would ba avoidad if the servicas, once arovided, wara discontinued.’ (TEXALTEL
commants a4 1.} Tha commission agreas with TEXALTEL and modifiss subaaction

{c) (8) and (c)(18), ’

St oroposas to substituta tha word "sarvice’ for BNF in ihe dafinition of tha
tarm ‘aost driver’ in subsaction (ci{7). (SWB commenta at 2 of Attachmani A.}
The commission disagreaes with SWB hecausa the substitufion would subveri the
intantion of 523.91, %o diraect tha focus away from iraditional servica cosiino
1o the aosting of basig natwork functions usad to dalivar finishad sarvicas,

SWB sugpests that the subsaction (c)(8)~(9) be modifiad to allow the comoany io
usa forward looking data for gaost af dabt and cost of monay. (SWB comments at
2. Tha commission disagreass with SWB. Howavar, as discussed balow, the
commission modiflas soms languane gartaining to the companvy's cost of monay,

A numbar of partias commeni on ihe dafinitions in subsection (23 10).

MFS supgests that the tarms ‘originating and iferminating’ in subsectiion
(2)(I@I(A) ~(B) ha substituied for by ithe phrase 'fuo or mora. (MFS commants
at §.) The commission beliaves that tha current language is sufficiant and

apgropriata,

55C notas that tha phrasa "tamporary iima-sansitiva’ in subsection (g)(18) (B)
is not cleaar, and that "4{ha word sharad should be subsiituted for time-
sansitivae’ %o clarify the dafinition, (G50 comments a% 7.) Tha commission
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aorses with BSC's comments and changes tha dafinition hased on those commanis,

CENTEX zommanis that since dapraciation axnenses are dafinad in subsactiion
{alill), tha dafinition of axpaenses in subhsaction {(2)(12) should axclude
dapraciation axgansas. (CENTEX comments ait 3.) Tha commission disaarsas with
CENTEX. Depraciation axpansas definad in {c)(1l) ara simolv 2 subsat of
axnensas dafinad in subsaction (g){12), and, tharafara, thera is no raason io
changae thesa dafinitions.

B85 maintains that tha dafinition of axpenses in subsactiion (212} is itaqg
vague and sugoestis modifving it to read "haing thosa onlv assaciatad with tha
ghanga in demand that gaused the incremental invastiment under study,’ (G5C
commants at 7,) The commission heliavas that the orinciples developad undar
subsaction (d4) of tha proposad rula and the raguiramantis spacifiad in ather
subsactions are sufficiant to assurms that onlv expanses 3sscciatad with tha
ralavant ingramant of oufout are includad in the gost studies reqguirsd undar
iha prooosed rula. Tharafors, the commiasion doas not haliave that the
dafinition neads %o ba channad and laaveas the lanouagas as originally oroposad,

WESTLA

ATRT axprassas concerns*that caeariain gommon costis mav be arbitrarily allocatad

to sarvices not causally responaible for such common cests. (ATET commaenis ab

5.7 To furthar sirangthen tha languags of the proposed rule 1o avoid that such

arbitrary allogations oocur, the commission modlfxas tha language in

subsaciion {(c){13) and substituias the phraass 'arae not diractly attributable
for ‘cannot ba assigned.’

WESTLAW

A numbar of nartiss comment an itha dafinition of least cost tachnoloay,
subsaction (o) (14). CENTEX racommands that the proposaed rulae resirict tha laasti
coai tachnalegy shoice to currantly availabla itachnologies. TSTCI is concarnad
thai the dafinition could he intaroratisd io refer o0 the cheapasi {echnoleogy
availahle an the market, ss opposad to the approariaias intararatation that tha
laast cost iechnology is the most sconomically afficient choice, (TSTCI
commants at S5, SWB commantis that laast cost ifecghnology cheicas should bha made
consiasiant with tha companv’'s avaerall netuwork raguiraemants and not on a niaca-
meal basis, {SWB commanis at 14.,) Tha commission agreas with the commeniars and
modifias tha dafinition in subseciton (c)(14) accordingoly as well as
gubsagtions (f)(3), (QXG), and (i) (3),

ATAT commants that in subsaction (c3(14) thae last four words of the first
santance should read, 'most aconomically afficiant choice,’ rathar than
‘sconomically most efficiant choica.,  (ATAT comments at 9,) The commission
agraas with AT3T s suopastion, and modifles subseection (2)(14) accordingly.

WESTLAW,

| GSC commants that thara axists a conflict baiwean the definition in
subaaction (cl){14) of laast coat tachnology, itha pronosad rula’s amphasis on
LRIC, and the raguirament that cost stiudies bha basad on currant data. G50
aommants that "thae costy to ba used in tha analvsis arae based on the laasi cost
tachnoloay, which is tha tachnology that would be salaciad in the lang run as
tha aconomically maost afficiant choice. However, this is anothar instanca of
mixing the long run with the current situation. Evan though a leng run
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technolopy may be selsctad ... for the cost siudies, surrent costs and currani
damand are used in ithe oroposad rula to davalop LRIC rasults,’ (Emphasis
addady (GSC zsomments at B.) The commission baliavas thai tha reguirasmanis of 3
23.91 are theoratically consistant and approoriata,

First, there axists no theoratigal oroblam with tha raguiremant that the laast
aost itaghnoloagy chaicas ara rasiriciad to currantlyv availabla tachnologias for
which vandor prices can be chtainad, In faci, the commission famls sironoly
that it would ba most inapprogriata io allow companias 1o use invasimant data
based on futuriastic fachnologiss that mav or mav not he iniroducad an tha
markat and for which no astahlishad vendor oricas axist. Sacond, thare is no
inharani ihaoraiical contradiction in using least cosi technology data io
desiarmina tha costs of saiisfving tha companias’ currant damand lavals. Far
axampla, in the aconomic literatura on sustainabla orices, tha concepi of
gustainabhility against full antry is dafined axplicitly in terms of currant
deamand lavels produced at minimum costs, i.2., with the usa of long run laasi
cost tamachnolonieas. {Sea Baumal, Panzar and Willia, Coniastable Marksts and the
Theory of Indusiry Siructure, HBJ, NY, 1982, p. 205.) For a mora axiensiva
axplanaiion of the proposad rule’s use of tha tarm "long run’ saa tha
praviously mantionad geharal discussien.

G50 comments that "the nroposed rule assumes only ona iechnologv f(i.a., lsait
cost ) which is insorract. The LRIC should be appropriataly waightad {0 raflagt
tachnology mixas.  Furtharmora, GSC comments thati thara are cost differancas
hatwasn, say, an ATAT switch and a Marthern Telcom switch. According to GSC
‘it lhase factors should be raflactad in an aporeopriata cost waighting tn tha
LRIC study.’  (6SC commenits at 1l and 12.) The commission agrees with G5C and
modifias subsection (qg)(14) accordingly.

SWB commants that the commission’s definition in subsaction (¢} I5) of the long
run i3 too thaoratical to be implamanted. SWB sugoests the followina languagae:
‘A pariod of timea lono anaough to capture all of the costis that are caused by or
hrought into axistanca hacauss of an activiiy or sarvice dacision and arae
avoidad whan the activiiy ceasas.’ (SWB commenis at 14.) Tha commission
balisvas that tha definition {n iha proposad rule asccomplishas thae same
obiactiva as the languana proposad by 5S5WB and, tharefore, saas no naed io make
any ghanges.

CENMTEX commants thait the dafintiien of long run incramental costs (LRIC) in
subsaction (¢)}{16) should be made consistant with subseciion (f){1) by
spacifving the relavant ingcramant of outgut. (CENTEX commants at 4.) Tha
commission aorass with CENTEX that it is gritically important that cest siudies
area hasad on the ralavant incramant of ocuiput. Howaver, since tha definiiion of
LRIC naads %o ba apoligable to a numbar of diversa instances, the commisaion
haliavas that the relavant incremani is mors aporopriately specifiad in tha
subsmations that contain guidelinas for specific LRID siudias,

In ragard to subsectiion () 1H), the GTE Companias assart that ‘ona

should net, without guastion, siari with the notion that aither long run or

short run costs ara relavant. Rathar, ona should idant{ify ithe cosis which tha
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company will incur if the decision undar evaluation is imolemeniad, ... Let

tha ‘run’ of tha cost analvsis procass fall were it will,  (Tha GTE Companies
commants at 7.) While the commission agraas with tha 5TE Companias f{hai tha
natura of the dacision undar avaluation should detarmine whathar short rup or
leng run costs are ralavant. tha commission beliavas that for ihe ourposas of s
23.91 tha relavani cosis arae tha long run costs,

BSC comments that thers exists a coniradiction betwean the commission’s
dafinition of LRIC in subsaction {(2)(1B8) and raguiramants alsesuhera

in s23. 91, Specifigallv, 55C szaes a conflict betwesen tha usa of tha term long
run and the reguirament thai tha ralavant increament of ocutput "shall be thae
laveal of gutput necassary to satisfv total currant damand lavals’ undasr
subsagtion (f) (1), GSC maintains that i{ would be mors approoriatas io
datarmine LRIC for 'a orospectiva change in damand.’ (GSC commanis at 3.) As
noted marliar, in tha aconemic litaraturs on sustainabla oricas, tha concapt af
sustainabilityv against full aniry is definad explicitly in terms of currant
damand lavals produced ai minimum costs, i.e., with tha use of long run least
cost technolooies, Sinca sustainability of f{ariffad sarvice ratas is ona of tha
issuas the commission is iniarastad in axploring, tha commission’s asproach io
sarvica cosiing is thacoratically censistent and appropriate. For a mors
axiansiva axplanation of 4ha proposed rule’s use of the term "long run’ sas tha
ganaral discussion provided abova, .

GSC commeants that network z2ccess as dafinad in subsaeciion (o) 18) "mav somaday
also connact io the mouivalant of BNFs of othar providars such as MFS,
Talapart, ATET, aic.,’ and ihat somm grovisicons should be made for this
nossibilitv. (G8C commants at 8) The commission doas not beliave that its
dafinition of natwork acaass precludas ithe possibiliiy dascribed by G5C;
tharaforas, no changes are madse.

R EsTLA

ATE&T notas 3 tvpographical arror in subsection (c){2@): tha tifla should be
‘Switching and Switch Funciions. (AT3T comments at 9.} The commission agress
and modifias tha language aggordinaly.

WESTLAW,

TEXALTEL raismss a concarn ragarding the definition and application of
intarnfficm switching in subsaciion (g)(21){A), TEXALTEL notas thai bacausa
thara ‘ara many situations whars tha sama ceniral office sarves both iandam andg
1ooal switching functions (a class 4/5 officae, in older tarminolopy),” tha
possibility axists that "costs will ba double dippad if both a lacal switching
cnat and a tandam switching zost is incurrad when a call transiis only ones
cantral office from a cusiomer access line %o an IC ooint of prassnce.’ The
commission agraes with TEXALTEL that the possibility of ‘double-dipping’ axists
and that it would be inappropriate, The commission, thersfaors, urgas pariies io
ramain alart 4o this undesirable possibilitv, both whan chacking cost studias
nearfarmad under the reguirsments of this section as wall as in subsequant
arocaadings. Tha commisaion, howavar, doas not find it necessary to changa tha
lanoguape of subsasction (a2){21)(A).

Subsagtions (d¥5) and (5), partaining to ihe greasance and fresatmant of
common costis, drawy commants from virtually all partiss.
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Sprint commants that ii{ aoraas wiih the construction of common costs in
subsaction (d) but racommands that tha languaga ba ganeral and that no
rafarance ha made io specific BNFs whosa cosis 'shall ba excluded from LRIC
studias.’ (Sprint commants at 2.) Tha commission appraciatas Sgrints
cbsarvations, howaver, the commants filad bv certain partias indicata that a
oartain dagres of spacificiftvy is nesadad 1o assure that cost stiudias ara
narfarmed gonsistani with the costing orinciplas of the oroposed rula.

ATAT commants on subsaciion (435} that "the desianation of a BNF as a common
cost ... prajudices iha decision as to whethar the coais asscciated with that
BNF ara racovaerad through ratas for a group of sarvices or thraugh ratas far
unhundled BNFs.' <(Emnhasis addad.) (ATRT commants at 4.) Tha commissian
disagrams with ATAT that the racovary of tha costs associataed with a BNF hava
hean prajudiced by tha consirustiion of iha propgosad rule and the ireaiment of
common coats iharain. In faci, addraessing ATAT 's concerns, subsaection (1043
axplicitly providas for instanges of sarvice unbundling. Furtharmore, in tha
avant of sarvice unbundling, subsaction (1314} reguiras that "tha LED shall
carafully reaxamina tha idantification of oroups of sarvices that shars
aignificant zommon coats’ and that "tha LEC should update all siudies ... that
are affectad by {the] changes. Neverthalaess, io furiher demonsirats that tha
oroposad rule is not intended f{o prejudice issues of cosi recovery, tha *
commission adds subsection (d)(8) ts make aexplicit that ‘nethina in [$23.911 is
intandad to aithar andorss or rajact the LEC s currant ratas and tariff o
struciuras,’ '

ATAT, tha GTE Companias, and SWB shiact, though for diffarant raascons, o tha
languaga in subsection (d}6) that reauires tha LECs to exgclude the cosis
asagciatad with tha Nsiwork Access Channal Basic Laval (NACBL) and Netwark
Accass Channal Connactiion Basic Level (NACGBL) from the LRIC siudies for
residantial and businass basic local axchange sarvica.

Consistant with iis commenis on subasgiion (4)(5), ATET maintains that the
NACBL and MACCBL are ‘not common costs of other sarvices. They are BNFs which
zan bha sarvicas in and of themselves. Furthermora, ATAT commants that tha "the
mannar in which costs are uliimataly to ba racoverad will be unfairly coloraed
by tha inconsistent axclusion of the cost of the BNF from tha LRIC of some, but
not all, tariffad servicaes,  (ATAT commants at 6.) The commission disagraas
with ATAT. First, as noted oraviouslv. subsaciion (1){(4) axplicitly oraovidaes
for tha possibhility of service unbundling and raguiras, whan it does happan,
that 'the LEC shall zarefully raaxamina ihe identifigation of graoups of
sarvicas that shara significant common cosis,’ Claarly, if tha NACBL and NACGCBL
ara offered on an unhundlad basis as saparatalv tariffad searvices, tha costs
assoniated of nroviding them would not bs a cost common io other services,
ATAT's concerna, therafore, are unwarranted. Second, it would be impractisal
and undasirable for 323.311dXNE! {0 anumaraie axhausiively all sarvicas for
which tha LRIC study shall exalude tha cosis associated with the grovision of
NMACBL and NACCBL. Obviouslv, howavar, thare will ba a good numher of sarvicas
4o which the costs associatad with the NACBL and NACCBL arae common and for
which LRIL siudias should, consistiant with the cosiing orinciplas of 523,91,
Copr, () Wast 1984 Mo Claim %o Orig. 14,5, Bovi. Works
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axcluds such common cosis as well, Therafors, when the costing nrincinlas of g
23.91 ara gonststantly and corraectly appliad there should ba no ‘unfair
aploring and inconsistant axclusion of costs’ from LRIC studias.

Tha GTE Companias commant that "the looo or NAC i3 not a cosi common to

other sarvicas or BNFs  heacause "3 cost alemant should not be irsatad as commen
simply heqausa costis do not varv with minutes and calls,’ (The GTE Companias
commants at 15.) Tha commission disaoreas with tha GTE Companiass’
characiarization that the proposad rula dasignates tha costis associatad with
providing NACBL and NACCBL as common ‘simply beacausa [theirl costs do nat vary
with minutes and calls.’ The reason why the groposad ruls designates the costs
associated with the orovision of MACBL and NACCBL as common is hacauss ihasa
fungtiions provide accass io the oublic swiitchad natuwork without which a large
numbar of searviceas simplv gould net be orovidad. To the axtant, tharefora, ithat
the sosts of the NACBL and NACCBL are volume insensitive, and as long as ihaazas
functions are not available an an unbundlad basis, the costs of the NACBL and
MACCBL are classic axamplas of costs comman %o a group of servicas and, as
such, should oroparly be axcluded from LRIC studies for individual sarvicas,
Instmad, tha cosi recoverv raspansibility of tha volume insansitiva gosis of
the NACBL and NACCBL should ba atirihuied to all services raguiring the usa of
thasa BNFs cellaciivaly,

SW8 sommants that "ihe loop of Local Exchange Sarvice is ... dadicaied to a.
spacific customar’'s use. Thua. loop cosis ara preparly atiribuied to this ..
customer. Tharaeforas, ‘using cost-causative orinciplas, ona musi conglude that
ordering basic local axchange sarvice causes tha NAC costs for that cusiomer,

(Emphasis addad) (SWB commants at 8.) Tha commission notas that tha oroposad
rula makas no statemant on whether or not the costs of tha NACUBL and NACLBL are
somman to customers, Saction 23.91(436) only assarts that to the axtant that
the gosis of tha NACBL and MACCBL are valume insensitive, and as long as thaesa
functiona arae nat available on a unbundled basis, tha costs of the MACBL and
NACCBL are classic axamplss of costs common to servicas that should ba axcludad
from LRIC studias for individuyal servicas.

GSC commants on 323.91(d)(8) that 'PBX irunka, mulitiline businass linas,
Cantrax station lines, and coin servica should also gontain this axclusion
sinca thase sarvices likewisa share common facilities, 2.9.. local loops.’ {GST
commants at 9.) Tha commission disagreas with G5C that specific rafarancas o
thasa sarvices nead tn be includad in the rula. As noted oreviously, it would
ha impractical and undasirable for 523.91(d4)(6) %0 snumarats axhaustivaly all
sarvices for which the LRIC studyv shall exclude the zosts asscciated with the
oprovision of NACBL and NACCBL, Monathalass, tha commission clarifias ithat thae
intant of the languasgs in subsections (4)(6) and (g} 3) would requira that the
individual LRIC studies for husineass local axchanga sarvice orovidad avar PBX
trunks shall sxclude any volume insensitive costs associated with the use of
tha NACBL or NAGCCBL.

In viaw of the abova commants, howavar, the commission adds language to furthar
raduce the possibiliiy that aubsegtion (dX8B) is misunderstood. Firsi, itha
commission substitutes ithe tarm ‘attributa’ for ‘assign’ t0 undarscora

Copr. () Wast 1994 No Claim o Orig. 14.5. Govi. Works
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the proposad ruls’s amphasis on cost-causation princinles and its arohibition
an arbitrary allocations of costs, For the sama reasons, tha commission adds
tha phrase ‘cost recovaery rasponsibility of thess ceosts.  Furthar, tha
commission insarts the phrasa "as thasa sarvicas are tariffed on tha affaciiva
data of this seciion’ ip make claar that tha orovisions of the latiar part of
subsaciion (d)8) pertain to currantly tariffad sarvicas., (Tha sama
madification is mada in subsaction {(Q)(3).) Last, the commission insaris the
ohrasa ‘volume insansitiva’ to raflact tha added distingtiogn betwsan voluma
sansitiva and voluma insansiiiva costis dafined in subsaciion (4){23)1-(24),

In ragard %o subsaction (&), TSTCI commants that tha commission ‘needs

to include how cusiomar—spagific costs for custiomar—-specific soniracis should
ba addrassad.’ (TSTCI sommants at 7.7 The commission haliavas that hacausm the
sasting principles davalopad in tha proposad rule ara ganeral and consistant
with aconomic thaory thars is no nead in a2dd specific language for cusiomer-
apacific contracis,

S5TA nommants that 'since the station linas assogiatad with Cantrax- or Plaxar-
ivoa sarvice orovidae moras ihan accass io the LEC network, the intarface
assaciatad with thasa llnas should constituta a naw requirad BNF.' (5TA
commants at 3. The commission does not haliava that subsaction (a){2)A) naads
io be changad at this fima. The language of ithe proposed rule is sufficiantly
flaxihla to asauras that if the cosis io provide the interfaca for Centrax— or
FPlaxar-iypa servica is systematically differeni, then a saparaia BNF can ha
idantifiaed,

AT&T sugaasts that tha fitles of subsaciions (aliil) and (2} should read,
respsctivaly, ‘Reguired BNFs for subcaitagory Naiwerk Accass (NA) Channel:’ and
‘Raguirad BNFs for subcategory [Neiuork Accasal NA Channal Connection:’ (ATAT
commanis at 9.) Tha commission agraas and modifies the lanouaga as sugaassiaed by
ATAT,

ATAT commants that "language that maraly ancourages disaooragation is
inconsistant with the dafinition of BNFs and will grovida an oagpartunity for
suybvaersion of the rule,’ Thearafore, ATRT recommands that tha lasti santence of
suhsaction (a){3(8) be moadifiad to raad: 'The companv shall disapgregata this
BNF into smallar BNFs that capiure tha variety of faatures and functions
availabla to customars,’ (ATA&T commants at 7.) ATAT s commanis ara a furihar
illustration of tha tansion hatween the nesad %o sgecifv BNFs at an appropriate
taval of detail and tha ns=ad to give the LECs 3 sufficient daorea of freasdom
and flaxibility to identify BNFs that raflect tha cost causativa ralaticnships
for their individual companias. The commission baliasves, howavar, thal thae
oroposad lanouaga is appropriate and makas no changes.

In ragard to subsection {eXE)(D), 65C commenis that "similar functions, hut
with diffarant cost charastariastics, should noi he gombinad to cresatae gne
avaragad BNF.' ' (GSC gommants at 3.) The commission aprses with 63C bui does not
baliava that anv changas are neaded to ramedy this concarn hacause subsactions
ta)=-{f} alreadv allow for thae identification of new BNFs or additional cost
drivars ts aggommodate instancas in which cosis diffar svstamaticallv.

Gopr. (C) Wast 1994 No Claim teo Orig. W.5, Bovi. Werks
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Quring the workshops on the proposad rulae, commants were mada that the phrase
"local transport’ in subsaction (a}{53{D) should ba raplacad v tha ohrasae
‘network accass,’ which is more consisient with the lanouaoe used alsawhera in
the proposed rula. The commission agraeas with that commani and changes
subsection (2}{(§){0) accordinaly.

In reagard to subsastion (@) 7)B), MFS commenis that "the dafinition of thae
‘Dadicatad Transport Facility’ BNF should not dictata that tha LECS parform
cast stiudias for ithis BNF using the aconomias of shared widaband digital fiber
optic carriar svstams.’' MFS asaseris that 'cost studies should ba based upon the
laast cast tachnology feor the BNF, as dictatad by tha genaral orinciole in
subssetion (d3{2), whather that technolooyv is fibar optics or something ejse.

" {MFS commants at 5.) MFS makas tha same comments in raoard to subssction
{a)(8) (B). The commission agreas yith MF5 that ihe oropoesad rula should not
digstate spacific technologias as least cost tachnologias and modifies
subsaction (a){(7) (B) and {a)(B){B) accordinaolyv.

S5TA gcemmanis thai subsaction (a)(3) neasds io be modifiad a0 that tha BNF

for Billing and Gollaciion is not assigned cosis associaied with the provision
ot Oparator Sarvicas, (STA sommants at 3.) Tha commission appraciatas STA's
concern bui balieves that ihe language in the sroposed rule is sufficientliy:
alaar to pravant auch 2 mis-assiognmant of cestis: thareforse, ng chanoe is made,

During tha workshons on the propnosed rulae, commenis waras mada that ths term

‘auidalines’ ihat appe=ars in a numbar of subsactions laaves tha gsompanies ioso

much discration., Tha commission agrees and substitutes thas phrase “instructions’
in subsactians (f), {a), and (i},

ATAT, MCI, BSC, OPUC, and TS5TCI comment on the relavant incrament of output
orascribad in subsaction (f{1),

Agraesing with the proposad rula, ATAT commants that "the aporopriaie costing
standard io deisct subsidization of competitive servicas by monopoly sarvices
is iha iotal sarvice long run increamantal cost standard.’ (ATAT commants at 2.)
MCI. also agrasing with tha proposad rula, makas the sama cbsarvation and
commants that Tatal Service LRIC 'is tha aporoopriats maasurs of cost, and
ansures that all of the costis associated with the provision of a function will
be capturad by the studv.’ Further, MCI assarts that "I{nlo propar ingramantatl
coat study would usa a demand increment othar than tetal currant demand levals.
and tha raguirament should therafore ba made oenaral in anplication.’ (MCI
commants at 8-9.) -

B5C° s commants pertain to the use of a lono run framawork in conjunction with
ihe raguiremant ithat cost studias use currant demand lavals. (G5C comments ai
3.) Likawise, OPUC notes that the reaguirament in subsaction (f){1) that the
raiavant incremant of ouiput is "the lavel of ocutout necessary to saiisfv total
currant damand lavals for all sarvicas using tha BNF in auastion, ‘glaarly
fial not planning ralated.’ (OPUC commenis at 11.) The commission disaagraes
with OPUC and GSC and refars to the genaral discussion of how the tarm "long
Copr. (C) West 1994 No Claim to Qria. #.5. Govt. Works
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run’ is usad in the prooosed rula and tha rasponse ic G6SC's commenis on
subsaciion (g){i4}. Tha cammission makas no chanaas in rasponse io thasae
commants,

TS8TCI notaes that it mav not he aporogriata to usae currant damand lavels for
cost studias under subsaeciion (f){ 1) whan it concerns damand genaratad by new
sarvicas that may axpariance considerabla growih. {TSTCI commants ai 2.} Tha
commission agraes with TSTCI and has modifiad subseciions (f)(1), (n)4}, and
{1361) %o allow LECs to usa demand foracasts whan "demand can damonstrably ba
anticipated o incremase significantlyv ovar the scoursa of six months,’

ATAT commants that iha oroposad rule ‘raequiras tha LRIC studias of LECs to
avoid tha use of ambeddad costs data "to tha axiani possibla.’  ATAT argues,
corractly, that "ambadded costs arae alian to tha concept of LRIC costinag.
Tharafora, according to ATET "tha use of this ohrase opans what is possibly a
vary broad and ambiouous looohole in tha incramantal costing reguirsment.
{ATAT commants at 9.) The commission agreas with ATAT and ravisas
subsaciions (F)(2), (a¥8), and (1)(2), azcordinoly.

pr—
—
——

»

In regard to subsaciion (£)(2)A}, OPUC commants ihai "these propnsad .
rules waera gonstruciad undar tha caveat that in the long run thera will exist
common’ costs which will not be attribuiable te any offerina or group of -
offarinos. Prooosed s23.81(Ff)(2)CA).  (Emphasis added,) (OPUC zommants at 1@.
Elsewhers, OPUC comments that ‘common costs ... are arbitrarily handlad by
simply ‘axcluding’ tham from tha cost studies.’ (OPUC commants at 5) Tha
commission disagraas with QPUC's characterization of the proposed rula. In
fact, ithe proposed rulas is axpraessly constiructad %o assure that all costs that
gannot bha oroperly atirihutad to individual BNFs or sarvices are atiribuised fo
itha aporooriata groups of BMFs or sarvices. Specifically, subsactfions (h) and
(i) reguirs LECs io attiribuia common costs 1o thae spegific oroups of sarvicas
that brought those costs inte axisiencs,

GSC gemments that subsection (f){4), which raguires the LEC io use in its cost
studias tha axistino netuwork ionelsoy, should be exganded to allow for planned
natwork axpansionsa. (G50 commantis at 10) SWB makas the same suppgastion in
rafaranca to subsaction (g). (5B commants at 6 of Atiachment A.} The
commission agraes with 65C and SWB and modifias subseciicns (f)4), (2)(7),
and (11047 aggordingly.

A numbar of partias commant on tha cost of monev and rate of daepresciation ito ba
used in coat studias, The proposad rule reguiraes thai tha company use "'the most
racant commission approved’ rata of return and rates of depreciation for the
aomoany. G8C, MCI, and SWB commani that it would be more in kaeping with the
intent of the proposad rulsa to allow companies %o daviate from commission
approved rates whers it is demonstirably aporooriate. In ragard {o subsaciion
(£)(5), GSC gommants that "a forward looking incramantal cost of monay
should ba used in LRIC siudies.’ (GSC comments at 1@.) MCI comments that
‘subsactions (f)(8), {(Q)t8), and (i)} of {the nproposad rule spacify that tha
most raceni Commission—agprovad rataes ... ba usad. The Commission should
considar whathar tha LEC should ba sermitiad te oreoposa aliernative
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depracistion rates, ... subjisct io Commission approval.’ (MCI commanis at 3.) A
similar commant is made by SWB, SWB maintains that ‘ovar tha lona run, thasa
apoproved [rats of raturn and depreciation ratas] may not raflact itha true
agonomin costs of daploving additional capital or ths loss in value of that
capital over time (dapraciation), Tha rule should ocermit dapraciation ratas
and cost of money ratas that ara justifiad by the facis at the tima tha cosi
will ocqur rathar than caost surrogates that are not forward losking,’ (SWB
sommants at 123.) In viaw of the abova zcommants, the commission modifias
subsactions (f)(5) and (B), (g}8) and (9), (i¥5), and (B}, io parmit tha LEC
1o usze rates for dagraciation and zost af monay othar than commission appravad
ratas whan it can damonsirats that other ratas are aporopriate. Howaver, thara
will remain a grasumotion of reasonableness uhen tha LEC usas commigsion
aporoved ratas for iis companv.

OPUC supgoasts that thare axists an incgonsistancy betwaeen tha provisions

of subsactions (f)(1) and (7). Subsection (f){1) requiras tha LEC to usa iotal
gurrant damand lavals. Subsaction (f)(7), on tha other hand, requires that
‘whan identifving the 'aporspriate’ measure of unit cosi, tha companv is
instruciad to ignore tha curranti rata siructurs for tariffad sarvicas using tha
BNF.  OPUYC commants that "i% is unclear how current damand can bha divinad
without current rate struciuraes being in nglaca.’ (OPUC commanis at 11.) Tha
commission doss not baliave that thara axisis a conflict batween tha provisidns
of tha two subsestions., First, subsaction (f)(7) doas not negate the obvious
ralationship hatuean service demand and tha lavel and siructura of searvice
ratas., Howavar, to tha axitant that current tariff siructures suggest causal
relationshins hetween output and costs, the provisions that the LEC "shall
ignora itha currant rate siruciura’ allow the gost analvst {o take an
unpreaiudiced visw at cost causation. Further, tofal curreni damand should be a
quantity that is readily ascertainable by tha LEC.

In subsacijon (F3{7), ATAT notes a itvopograchical arror. The second sanience
should reaad, 'Tha measure of unit cost chasan for a BNF shall corraspond to tha
basis ugon whigh the costs of the BNF are incurrad.’ (ATAT commenis at 3.) The
commission agraess and modifias tha languaga accaordingly.

NPUC, TSTLI and 5SC comment on the provisions of subsaction (f}{(8)., Subsaection
{f)(8) provides that "thae LEC shall galculate unit cost for tha BNF hasad on
the assumption of full capacitv utilization.’ OPHUC maintainas fhat {the
assumption of full capacity utilization ‘do not iibe with thoss relating to
currant damand for the ralavant incremant of ocuiput and LCT [least cost
tachnoleavl; the LCT's currant availability, and axisting iqooleoayv.,” {(0PUC
commants at 12.) TSTC! expressas concerns that are similar to OPUC's, TSTCI
faars that ihara will be "undar assignment of gosti ... hecausa tha gurrant
damand lavael {inciuding eanginaared spare capagiiy) is almest always going to be
lass than full capacity (which alsa includes engineared spare).’ (TSTCI
commants at 8.) Expressino much the same concarn, 55C comments that "a mora
raalistic fill factor that raprasants an avarage for tha planing oeried, or
soma other averaging of actual or orojacted fill factors should be usad’ last
unit cost undarstats true costs.’ (G5C zcommants at 11.) The commission beliavaes
that tha concerns of OPUC, TSTCI and 5SC ars unfoundaed. Subseciion (f) (3}
Pour. (C) Wast 1994 No Claim to Orig. U.S. Govi., Works
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raguiras, for tha gurposas af tha LRIC studies, ithat the cagacity of tha leasi
gost facilitiss ar= assumad to ha optimallvy sizad to satisfy gqurrent damand
levals, This imalies, bv assumpiion, that thera is full capacity utilization,
allowing, of coursa, for axsass capacity dua 3o lumoy invasiments or tachnical
reaguiremanis, such as spars capaciiv naaded for tastino and mainienance.
Therafore, uhan unit costs ara calculated based on full capaciivy utilization,
unit ceosis, by constructiion, must reflact all costs brought into axistance as a
reasult of the unit’'s ogroduciion in tha lano run. To the axtant, howavar, that
the ambeaddad cost structure of tha company reflects axcess capacitiv aorsater
than what is naadad o account for lumoyv invastmants or jachnical racuiramants,
the rasulting cost diffarsniial is an unegonomic cost that is groperly sxcluded
from cost studias. (The commisaion will addrass tha recovery of unaconomic
gosis during tha aricing procssding raferancad in subsactian (o)),

From commants takan during tha workshops on the proposad rule, ihe

commission learnad that the term ‘anginearsd spare cagacity’ in subsection

(f) (8) is not unambiguous. Tharafors, the commission changes tha phrase in
subsection (f)(8) to 'spare capacitv due ic lumpv invasimanits or tachnical
raquiraments, such 32 sgare capacity neaded for tastinog.’ Subsaction (fI(B) is
further modifiad to refleact the added distinetion between voluma sansitiva and
voluma insanmsitiva cosis introducaed undar subsaciions (¢)1(23)-(24), ’
Both Sorint and TEXALTEL commant on tha cost drivers spscifiad in proposed
subsaction subsaction (£)(10). Sorint commants thai ‘carfain network componants
ara grovisionad o mast busv hour capacitiv. Sorint coposas. howavar, cost
studias davelopnad to astablish BNF costs basad on tha time of dav as nrogosad
in subseciions (f3{9). {(Sorint comments at 2.) TEXALTEL commants that the
orogasad rula for tha first time sugasast Tima of Day (TDD) costing. TEXALTEL
is not nacassarilv highlv opposad to this idea (as it likely doas make aconomic
sensa) but is gravely concernad that this is a highly complax addition o this
costing congapt.’ (TEXALTEL comments at 2.) Whiles tha commission appreciatas
the concarns of Sorint and TEXALTEL, it balieavas that the LECs should he zble
to acoouni for gost variations caused hy the tima of day whare such variations
ara significant., The commission makss no changes in response 9 thasa commantis.

TEAALTEL axprassas concern that tha rule 'apoasars to anvision ona LRIC study
for all sarvicaes,' in canirast to tha workshoo discussions which appeared io
snvision a searies of LRIC studias to be narformad. (TEXALTEL commants at 3.9
The commission clearly does not intand for only ona LRIC study to ba parformad
for all services, and has modifiaed the language in subsections (g) and {i) te
ansura that it is unambiguous that a saparate LRIC study is to be parformed for
aach tariffad service, and for =sach agroug of services that share significant
aomman costa.,

Subsaction (i) of the oronosed rule reguires the LEC workolans %o he filed
within 45 davs of tha affagtive daia of the rula. Savaral partias comment that
iha grogosad time pariod is io0o short io adeguately comply with the
regquiraments of the workplan. TSTCI sontends ihat {ha proposad time nariod is
too rasirictive, ranardless of the siza of itha LEL. Furtharmora, '[ilf at some
future data the small companies ara reauired to comply with this provision thay
GDopr. {T) WYast 1984 No Claim 40 Orig. U.5. Govi. Works
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could not maet this 45 dayv deadline, arimarily bacause of tha lack of
rasourcas,’ (TSTCT commants at 8. Tha BTE Companies racommand that the
raguiramant ba modified %o 45 work davs. (Tha GTE Companies commanis ai 19.)
SWE commants that the 45 dav raquiremaent is 'burdensoma,’  and sugpests that ii
ba changed o 120 davs. (SWB commenis at 3 and Attachment A, at 8.) In light of
thasa concerns, and considerina tha importance of having a therough, comolatae,
and waell-davalopad worknlan, fthe commission agrasas io exiand the time paried
for filing tha workslan. The workolan must now ba filad within 70 davs af ithe
affactiva data of tha rula. Accordingly, tha commission also axiands tha time
achadula for iha parties 4o raview the LEC yorkplan in subsection (m¥2), and
in renguest a suspension of the workolan raview procass in subsaciion (m)(2),

Subsactions (i)4YAY and (B} of the proposad rulae allow a maximum of 3@

monihs from the affective date of the sagtion for the LEC to complate all
raguirad cost studiaes, while reouiring the LEC 5 justify a cost study
comolation data which is longar than 18 monihs followina the affactiive data of
tha saction, CENTEX sontands that this schadule is 'neadliassly long,’ and notas
that in other states LEDSs havae basn able to comoletas LRIC siudies for all
sarvicas in aporoximataly one vaar. CEMTEX suggesis that the LEC ha given a
maximum of 18 months io,complats all raguirad studias, and be required o
iustify =ach siudy completion date longar than L2 months from ithe effactive |
date of the seciion. (CEMTEX commanis at 8-83.) S4B arauas that tha orogosad.
schadula is ‘unraalistic’ and ‘cannot bs met.  SUB sontands that ‘[wlhila it is
possible io do some cost siudies within a short time frame, other studias
require up to iwalve monithas to complete. Moraover, the lattar time pariod is
undear the environment when tha mathodolooy is already dafinad and undarsinod hyv
tha gost analvsts involved. The new ruls may orocoss new modals, mathods and
additional rmguirsmenis which can only hava tha affact to axiand tha {ime
naadad %o complate studias.’ (SWB commants at 9-18.) Tha commission disagrass
with both CENTEX and SWB, and maintains that the proposad time schadula for tha
comnlation and filing of cost studies is aporooriata. In responsa $o CENTEX's
comrant that LECs in other states have complated studias for all services
within a yvaar, tha proposed rula reaquiraes tha LEC %o parform studias

for BNFs, in additien to sarvigas, and the commission racoaonizes that this mav
taka additional time, for which tha schadule should allow. In rasponsa to SWB's
concarns, the gommission believas that the proposed schedule allows ampla i{ima
far tha LEC to incorporata tha sancapts and ranuiremants sat farth in this
rulm, and to parform ihe nacessary cost studias, including those that may take
12 months to completa. Tharafore, no change is mads,

Tha GTE Companias and SWB criticize tha propessd ruls for not addrassing the
aratagtion of confidantial and pronriatary information. Both partias commant on
tha nesd to protect cost information as waell as cost models. (Thea GTE Companiss
commanta at 16-17, SWB gomments a% 16-17.) Tha GTE Companias axprass concarn
for tha disclosurs of ‘intsllactual property and technical information which is
viawad as confidential, highlv sensitiva and nroprietarvy by the various
apuioment vendors or licensors.’ Furihermore, the GTE Companias comment, this
tnformation is only raleased to the GTE Comganies undar sirict non-disclosure
agraamanis and other protective measures, under which it "gannot be released fo
third oarties without tha consant of tha sourca gcamganv., ' (The &GTE Companias
Copr. {C) Wast 1994 No Claim to 0Oria. U.$, Bovi., Works
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commants at 1B6.) SWB axpresses a similar conearn, stating that soma of its cost
modals ‘reduirse 3 fes for usa undar a licensa agreamanti from a softwara vandor.

{SWB zcmmanis at 16.) The GTE Companiaes point out that '{inl the case of BTE-
davalopad models, ihe software and dogumentaiion in guesiion reprasant original
work and hava basn specifically davelopad by GTE personnel, at iha axpansa of a
substantial amount of time, monev, and rasouraes, for iis axclusive intsrnal
usa, {(Tha GTE Companiaes comments at 17, Likewisa, SWB staias that it has
davalopad some of its cost modals "at great axpansa.’ (5WB commanis ai 16.) SuB
maintains that its cost models are "int{ellaciual properiy that is not pari of
the oublis domain.’ Furtharmora, SWB commanis "[tlhe oroposed rula’s mandats of
onan algorithms and models raises properiv rights implications.’ (S5WB commanis
at i16.) S4B also commanis on tha competitiva harm that could rasult from the
disclosura of ji3 cost information and models to compaetitors: '[tlhe Commission
should not placa 5WB at a competiiive disadvantane by parmitting publie
disclosure of cost information and cost siudies.’ {(SWB commants at 17.) SWB
suggests languaga to ba addad $o the orooosad rule that would raeguira tha
axaminar or staff to implament proceduras io grotect LEC prooristary or
confidential data.

CENTEX also addrassas tha issus of confidentiality. CENTEX assaris that

in ordar f{o raview the %orkplans and LRIC studias 'in a thorough and meaninaful
way tha commission and all intaraesstad garties will naad acocess to “all .
ralavant LET information, including information which tha LECs assert is
araoristary and confidantial,’ {(GENTEX commants at 3-10.) CENTEX suggasts
languags to be added o subsactions (m) and (n) of tha oronosed rule, which
would raguire tha tECs o make information 'availabla to all reguesting partiaes
uniess such data ara proprietary io third pariies (ae.o,.. tha prices chargad io
tha LECs by switch vandors).’' CENTEX s nropeosad lanauane would also grohibit
LECs from aithar reouiring parties {o antar into confidsniialiiv agresemants in
ardar to ohtain cost siudv data or limiting raviaw to tha LEC's pramises
‘unless tha Commiassion specifically finds that disclosure of soma part aof thae
gost studv data or rasulis would create a significant risk of competitive harm
tn tha LECs. Furtharmora, CENTEX's lanpuage would ansure that the LECs hear
the burdan of proving that the disclosura of zceat study information would be
datrimantal to tham, and it cautions tha LECs to limii their reauesis for
sropriatary irsatmant of cost study information as much as possible. (CENTEX
commants at 1@.)

Tha Taxas Opan Records Ast, Taxas Tivil Statutes, Article 5252-17a, s

3la) {harainafter tha "Opan Racords Acti ), provides that '(alil information
csollected, assamblad. or maintainad by or for govarnmantal bodies, exzepti in
thosa situations whare the govarnmanial hodv doss not hava aithar a right of
accaas to or ownarshio of tha information, pursuant o law or ardinance or in

connaction with the ifransaciion of official businass is oublic information and
available to the public...” To attain its staiutory objactivas, the Public

Utility Regulatory Aci (PURAY, Article ¥, Taxas Tivil Siatutas, Article 134fc,
grants the commission tha right of access {o information; conseguently, the
commission considers all information 'collecied, assembled, or maintainad’ byv
it io0 ba oresumptivaly public information. While tha Opan Racords Act axcludas
from this designation manv categorias of information, BTE and SWB hava naithar
Copr. (L) West 1884 No Claim fo Orig. 4.5, Bovi. Worka
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allanad nor damonstratad thai the information for which ihev seak prooriastary
safaguards falls within any axcapiion io thae Oo=n Racords Aci. The commission
cannot grascribse aecess io information that is mors rastrictive than tha Open
Racords Act. 1%t therafors daclinas to meodifv tha oroposad ruls in rasgonsa io
the commants of CENTEX, GTE and SWB. Tha commission notes, howavaer, thai this
rula doas not oracluds an LEC from making a showing %o entitla the LEC io
orotaction of information that it considers sonfidential.

Tha gonirasting viewpgoinis of ithe commaniing gartias suggast tha nead far a
maans to axpeditiously rasolve issuss ralatad to confidentiality. Howaver,
rather than adonting apecific rula provisions, the commisgion baliavas that tha
rasolution of issuss ralatino to ths identifigcation and protection of
confidantial informaltion ara best addrassad in thea contexi of the workmlan
raviaw, Tharafors, tha commission adds subssction (i){7) to thea rule, which
raguiras that tha LECs idaentify information to be filad aursuant to this
saction that the LEC considers io ba confidantial and/or propriastary: provida
an awxplanation %o substantiaia tha dasignaiion of "confidential’ and/ar
‘orogristary’: and progesae a procadurs for the ireatmant of such information.
Lika the other componants of the worknlan, tha LECs  filinas for the
idantification and proposad treaiment of such information will ba subjiect te
tha raviaw of ths partias and tha Examinar., Adootion of this procedura by tha
gommission doas not constitute anv orasumpiion 23 to tha confidentiality of LEG
infarmation, *

Subsactions (m) and (n) sat forth a raviauw process for the LEC workolan

and LRIC studias, respectivaly. MFS commanis that while an expeditad reviaw
oracess for LEC workolans is desirabla so that LRIC studies are filed in a
timalvy mannar, tha axaminer should have the autherity {0 raject a dafigient
workolan. MFS contands ihat this is nacessary since 1% is possible that a LEC
could file such a daficiant or incompleta workplan ithat it ‘would not be
practicabla for tha staff to racommand and the prasidino examiner to raview tha
modifications necessary ${o bring it into complianca.’ MFS adds that tha
authority to rmisct a workolan should ba axarcisad ‘only in the most axirama
circumstancas,’ (MFS commants at B.) MFS commanis that tha axaminer should also
ba abla t5 raisct a daficiant LRIC study, adding "thars ia liksly i2 be moras
naad for rejsction of cost studies than in the case of workplans,' (MFS
commanis at 8.) The commission beliavas that MFS'3 concerns arm adeqguataly
addraessad hv subsections (m){1) and (n)(l), which reguirs the LEC workplans and
LRIC studias to be raviewed for sufficiancy, If the orasiding axaminer or staff
concludas that material daficiencisas axist, the LEC shall be notified of the
dafigiancy and requirad o fila a corractied workaolan or siudy. This grocass
ansures that onlv a non-daficiant workplan or studyv will be aporoved bv the
axaminar. Thus, thare iz no naad to allow an axaminer %o raiect a workgplan or
study on tha orounds that the workplan or studv is deficient.

MFS's comments, howaver, do indicata that some clarification is nacessary in
subsaections (m){23E) and (n)(2)XE). As proposad, these subsections allow thae
examinar 1o sithar agporove tha studv or werkplan or "approva the workglanm (LRIC
study) with modificaiion.,’ Although the ruls implicitly raegquires that the LEC
rafila a workolan (LRIC study) prior %o approval, "with modification.’ thae
Copr. () Wast 1594 No Claim to Orio. 2.5, Bovi. Works
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commission is concarned that the oroposad lapouage is not sufficisntlv claar on
ihis point. Therafora, tha commission modifias tha languaga in subsactionsg
(mM2ME) and {(n){2XE) to raad as follows: "Tha axaminer shall approve the
worknlan (LRIC siudv) or ordar the LEC io rafila the workplan (LRIC siudv)
incorporating all medifications racommandad by the examiner.  (Emphasis addad.)

Furtharmoras, MFS commants that the sxpedited review process for LRIC studias
‘doas net allow interasisd pariies a sufficiani onportunity fto cantast a LEC
cost study that is based on nuastionable data ar assumpiions,’ and racommands
that tha commission adopt ona of tuo alternate ravisions io remedv this. First,
ihe commission could allow tha axaminer %o rajact tha cost studv if it cannot
be modified and to recuirea that the study be dogketad and sat for hearing if
tha axaminar finds thara {0 ba anv matarial issuas aof fact 23 {0 tha validity of
the study. Al{arnativelv, MFS racommands thatl the commission adopt a rule
stating that “approval of a cost study hy the axaminer parmits that studv %o he
usad as prima facie avidance of the LEC s costs in other oproceadings, but doas
net bar othar partias from introducing additional avidanca of costs in
cpoosition to that study or From greseniing avidenca that the study is noi in
complianca with the rula.’ (MFS commants at 9.) MFS furihar notaes that

if the commission intands {0 rely upon the cosi studias in setting rates,

"than =42 and 843 of PURA reguire that thara ba some opportuniiv to contast
thases studias in an avidaniiarv hearing. (MFS commants at 9.) Similariv. .
TEXALTEL axprassas iha concern that the rule "anticipataes no Commission aciion
on aithar the work olan or the LRIC studies. TEXALTEL assearis that tha T
commission shoyld ba callad upon to aparave tha studies, in order to ansura
that all partias 'hava an opuortunity to ba heard if thav objiact 1o soma part
of tha studias and assures that ithe Commisaion, by %taking agtion on the
studias, has axpressed sypport of their subseguent usa for pricing purposas.
" Furtharmorae, TEXALTEL comments, '[albsent such action, based on our
undarstanding of ‘ras judicata,’ the issus of the appropriataness of the LRIC
studias is cpan for litiagation in any subsacuent groceadino.’ TEXALTEL
racommands thai partias ba given a right fo a hearino at soma neint bhefore
rates ara finally set that may raly oan the LRIU studias, Upon conclusion of
staff raviaw, TEXALTEL racommands schadulina the studies for commission
gonsidaration and aiving cartias an coportunity to participats, "oerhaps in a
framawork similar 4o rulemakinags.’ (TEXALTEL comments at 4-5,) The commiasion
agoraciatas tha concarns axpressed by MFS and TEXALTEL. Bacausa thass concarns,
howavar, partain 1o the satting of rates basad on the LRIC studiss, thav ars
more aggrogriately addrassad and raselvad in the contaxt of the gricing rula,
refaranced undar subsaction (pi.

TEXALTEL expressss concern that the administrative approval nrocess for
LRIC studies will axclude the partigcipation of all parties exgept Staff and tha
LECa, and ziiss saveral reasons far iis gongarn, Firai, TEXALTEL contands that
“thara ara no reguirements that tha LECs orovide their studias to other
intarasted partias or that thay aven make them iimely availablae.’ (TEXALTEL
comments ai 3.) TEXALTEL recommends that participating pariias be olacad on a
sarvica list and ssrvica reguirad on ail documents. TEXALTEL contands ithat tha
tima framas for raview are "totally unworkable if parties must hunt around ai
tha Commimsion to find out what has baen filaed.’ LECs should ba reguirad to
Coor. (C) Wast 1994 No Claim to Orig. U.5. Bovi. Works
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orovide participating partiss with copias of thair workplans and LRIC siudiaes,
{ TEXALTEL commentas at 4.0 Tha commission disaaraes with TEXALTEL s suggastions,
Raquiring the LECs to maintain service lisis and to furnish sach garty with
copias of all documents is burdansoms. The documanis will bae filad at the
gommission, and will tharafore be available to all inierastad pariias,
Furthermgora, the commission baligvas that the new subsacition (g}, partaining iq
netification requirements, discussad helow, adaquately addresses TEXALTEL s
concarns about not knowing whan doguments have haan filad pursuant ig this
saction.

:
2

Segond, TEXALTEL contands that, bagauss itha siudies ara veluminous, tha
timaline providad in tha aroposad rule For raviesua of the LRIC studias is "very
inadequatae,’ TEXALTEL racommands that the 45-dav raview gariod in subsaction
(nX(23(A) ba axiandad to 120 days from the date tha studias are oiven ta
intarastad partiaes. (TEXALTEL commants at 3-4.) The commission is nat convznced
that an axitension of the tima io raviaw LRIC studies is warrantad, The
commissinn doas find, hawaver, that the iime schedylas for the pariies to
raviay Doth the yorkglan and tha LRIL studies in subsaections (m) (2} and (n){d),
raspactivaly, should ba kavad off tha date a sufficient workolan ar siudy is
filed, and modifies the lanouags accordinaly. This ensuras that time for tha-
gartias tg raviaw tha yorkplan ar LRIC study will not bs cut short if 3
daficient workplan is filed. Furtharmore, the sommission contsnds that
arovisions sat forih in subsactions (m){4) and {(n){4} which allow a nariv io
susoand the raview orocess for 3@ days. for good causa, srovide sufficiant
flaxibility in the timaline for raeviaw.

—

t—
A —
e
———
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Third, TEXALTEL commaents that alifhough subsactions {(m} and (n} rafar to ‘anv
party ithat demonsiratas a tusticiabla interast,’ thara iz neithar a dafinition
of yho such a pariy is nor a procedura for resolving conirovarsy ovar what
constituias a2 "justigiabla inieresi.’ TEXALTEL suggests that this he
agcomplishad by assigning an examinar "to manage the procsss and 4o rula on
intarvantion raguests, discovaryv disgutas, or othar matters.’ (TEXALTEL
sommanis at 4), Tha commission agrass with TEXALTEL that a means for rasolving
such disputas is nacassary, but points out that subsactions (m) and (n) of tha
rula already provida for the assianmant of an axaminer io prasida over the
administrative raviay orocaess.

W=

LAWS  WESTLA

Proposed subsegtions (m}(3) and (ni{3) raguira the LECs to raspond io
raguasts for information about tha workplan and LRIC studies within 1@ davs
after receipt of the raguest., SWB comments that it neads mora than 1@ davs to
raspond to requasts for information about the workplan and LRIC studies, and
ayngasts 2 minimum furnaround tima of 25 days. (S4B comments at 9 and
Attachment A, at 11.) The commission agrees to extand tha raousst for
information rasgonsa tima for tha workplan only to 15 davs and modifiaes tha
languaga in (m)(3} agcordinglv. Since, as discussad praviously, the commission
has agrasd io exiend both the LECs  deadline for filing tha werkelan, and tha
time schaduls for.the nartias to raview the workplan, axtension of tha tima for
a LEC to rasnond io reguasts for information about itha workolan to 15 davs will
not raguiras a furthar axtension of the iime schedula. If, howaver., the raguest
for information turnaround timae for the LRIC studias warae to ha axiandad, thae
Door. (L) Wast 1994 No Claim to Orig. 1.9, Sovi. Works
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timalina for review of the studies would have ip ba axiandad accordinaoly %o
provide ample tima for dissoverv, Tha gommission daoas not beliava that such an
axtansion is necessary or dasirablae, and tharafore, declinas to exiand the RFI
rasponge tima for LRIC studias,

ATAT notas a tvoegraphical error in subsaction (m)(4): in tha first sanience,
the word 'than’ should be changed to "that.’ (ATAT comments ai 9.) The
gommission modifiams tha language ascordinaly, and makas 2 similar change 1o
gubsection (nl4}) yhare ftha same arror also agnsears,

ATET commants that although itha proposad ruls pivas intarmsiad pariiass an
cpaoriunity o comment on workplans and LRIC studias, it doas not provide for
notice of thase filings., (ATAT commaenits at 8.) ATAT suogasis languaqga that
would raguire tha commission to publish notice of these filings in tha Taxas
Rmgistar. Tha commission agraas that such notica would he baneficial and adds
subsaction (0), Noiice Reguiramenis, io provide for notice of a LEC's intant to
fila a workplan or LRIC studv pursuant to this sactjon.

Naw subsaction {p} providas for tha initiation of a rulemaking groceading to
davalop a griacing mathodoloay for LEL sarvicas six months after tha affaciive
data of tha LEC workolap. MCI expressas support and ‘stronolv ancouragss the
Commission 1o initiate a rulamaking on pricing princinlas without delay,’ {MQI
gomments a3 11-12.) In its comments, SWB supporis the approach the commission
has taken in separating costing and pricing issuas: 'The groposed rulas -
aporopriately laavas tha issuas of pricing methodology until a later i{ime as tha
concapts of cost and oricing are saparate and distinct. It is imparative that
the cost rula not be msfablished with gresconceived views regarding oricing and
the orovisioen of sarvicas,’ (SWUB commants at 4,) ATAT exprassas iwo concerns
with the proposal to keav the fime pariod for initiating the origing rulsmaking
to tha affactiva data of the workolan. First, theara could be confusion ovar
whigh LEC s workplan will start tha clock running. Tha workplans could havae
diffarant affactive datas, dus to diffarances in tha approval procass, such as
a 3@ dav susnansion. Sagond, ATAT notas, since raviaw of tha workplan can he
suspendad for 30 davs, tha affaciive data could be axiandad, tharehy oralonging
the initiation of tha prigcing rulemakino. ATAT racommands that tha commission
adopt a dats cartain for tha initiation of tha rulamaking, and suggests 272
davs aftar the affactive date of this sectiion. (ATAT commants at #.) TEXALTEL
commants that oroposed saciion (o) orovidas ‘unnacaessary delays’ in the
initiation of a pricing rule, and saass no reasen that it could not bagin
immadiately. (TEXALTEL commaents at 4-5.) Similarly, MFS agreas with the
commission’ s proposal to oroceed with a separaia ryulamaking to addrass oricing
issues, but. commants that tha commission ‘should not waii six o twalve manths
hafora avean beaginning this orogass,’ MFS encouragsas the commissian fo beqin
this orocess now. (MFS commants at 3.7 The commission’s intani in timing iha
initiation of pricing rulemaking from the effaciive date of the workolan was o
ansure that oricing issues were keoit saparaie from the raview of the workglan,
howaver, tha commission recognizas ATRT s concerns, Tha commission modifies ihe
language so that griging rulamaking will he initiatad within 180 days afiar the
affmotiva date of this saction. not tha affective date of tha workplan. This
modification doas not affect tha commission’s affort to kaeep nricing issuas
Copr. (C) Wast 1994 No Claim io Orig. 1.8, Bovi. Works
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saparata from costing issues, aspacially singe, under this timalina, tha
workglan will likalv be approved hy the tima the priging rulamaking is
initiatad, The gsommission does haliave, howavar, ithat shoriening the time
nerind for the initiation of the gricing rulemaking, as suggesiad by TEXALTEL
and MFS, would intarfare with tha commission’s affort to keap cosiing

and oricing issuas separaias and mav advarsaely affaci the workplan raview
orogess. Therafora, the timelinea is not shortaned.

57A sugoasts modification of proposed subsactions (o) and (42(4) tc

raguire that service~relatad costs are recoverad by the service's rates in thae
aricing rulamaking oroceading. (STA commants at 3.) Tha commission haliavas
that 5TA's congarns ralaie o oricing issues, and therefora will mora
aporopriataly be addressad in the gricing orocesding,

All commanis, including thosa not spacifically refarsnced herein, wara fully
considarad by the commission,

The saction is adopied undar Taxas Civil Siatuias, Article 1448g, s1f, which
orovide the Public Utilityv Commiasion of Texas with the authority 1o make and
anforca rules rsasonably requirad in the axarcisa of its powars and
jurisdiction, and sl8, whzrh provides that the gublic interast raguiras that
ney rulas, palicias, and principlas be formulated and appliad to orotact thae
public intarast and %o provida sgual opportuniiv to all ielecommunicaiions
utilities in a compeiitiva markaiplaca.

»

523.91. Long Run Ingremental Cost Methodology for LEC Sarvices.

{a) Aoplication. This sactiaon shall apaly %o local exchanga czarriars (LECs),
as that tarm is dafined in 523.81 of ihiaz titla (ralating o Talaphons
Utilitias), with annual ravanuss from regulatad talecommunications asparations
in Texas of $100,000,009 or mora for fiva consacutiva years.

{h) Purposa,. This saction shall be usad to datermina tha long run incremantal
costs incurraed bv LECs in the orovision of talecommunications services. The
costs determined in this saction shall not ba usad to detarmina a company’'s
ravanus requirament during a procsading pursuant the Public tHility Regulatory
Agt, s42 or 543,

{g) Qafinitions. Tha followina words and farms when usaed in this section
ahall have the following meanina unless itha contaxt clearly indicates
otharwisa..

(1) Ancillarv Sarvicas. Tha zatagory of basic network functions (BNFs) (as
dafinad in paragraph (2) of this subsaction) that provida for caertain
activitias that either supnort or otherwise ars adiuncts io othar BNFs or
finished services, This catenory of BNFs consists of three subcategories of
BNFs: Billing and Collagtion: Measurament: and Oparator Saervicas,

tA} Billing and Collaction. The subcategory of BMFs that provide for tha
function of rannxllnn tha information naadad for customar billing, preparing
Copr. (C) Wast 1994 No Claim to Orig. U.5. Gavi. HWorks




®
W& W

WESTLA!

»

s ———
Dop—————
S————
SE——

& Mestaw

WESTLAW.

J——
wln——
pp———
]
———
OE

2

1% TexReg 5723

PAGE 29

thea customer bill sitatameni, disbursing the hill and zollaciing the cusiomar
gavmants.

(8! Maasurament. Tha subcategory of BNFs fhat orovida the funafions of
assambling, collating and transmittino end office switch racordad zall data
focourrance and duration).

()} Ooarator Sarvicaes, Tha subcategory of BNFs that pgrovide for tha
orovision of a number of liva or mechanizad assistance functions to aid
cusiomers in the following ways: obiaining sustomar talaphona numbar, sirsaid
addrass and 2IP coda information {(diraciorv assistanca’): oroviding new
talaphona numbers 2r axolanatory information to callars who dial numbars
which have basn changed or disconnacted (intarcepis): oroviding assistanca
to customars in complating operator handlad foll ar lozal galls (collaat,
cradit card, third partv, station-to-station or person-to-parson’; chegkina
busy linas 1o make surae the lins is net out of servicae (busy lina '
varification); and interrupting busv lines (busy lina interruption). Thasae
Ouarator Sarvicas ars providad to and user customars as wall as local
axchange and interaxchanga carriars.

(2) Basic netuwork fuhction {BNF). A discrate natwork functiion, which

is usaful sithar as a atand-alons function or in combination with ather .
functions, for which costs can he idantified.

(3) Capital costs. Tha racurring cosis that result from expandituras for
plant facilitias that are zapitalized. Tha annual capital gosts consist of
depreciation, cost of monay, and incoma taxes,

(d) Catmgories of BNFs, All BNFs shall fall into ona of four catagorias of
BNFs, The catmegorias ara: Natwork Access {as defined in oaragraph (18) of
this subsaction!): Swiiching and Switeh Functicens (as dafined in paragraph
{280 of this subsection): Dedicatad and Switchad Transport (as definad in
paragragh {19} of this subsaction): and Angillary Sarvicas (as dafinad in
paragraph (1) of this subsaciioni,

{5) Dammon costs. Costs that ars not diractlv atiributable to individual
aost objects. For the purposas of this seaction there are threas ivpaes of
common costs: gsneral aovarhaad cosis: costs common 1o BNFs: and costa common
{0 sarvicas,

{A) Genaral asvarhasad costs., Costs incurrad in oparatino and managing tha
company that are not dirscily atiributable to BNFs or services.

{8) Costs common to BMFs. Costs incurred in the provision of BNFs that czan
not he directly attributed to any ona BNF individually but only to a

category or subgategary of BMFs collactively.

() Costs common to servicas, Costs incurrad in tha provision of tuo or
mora sarvicas that do not vary with chanaes in the ralativa proportions of
the outpuis of those servicas, Tommon cosis ara not directily attributable to

Copr., (C) West 1994 Mo Claim to Orig. U.5. Govi. Works
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anv ona sarvice individually but only o a groun of sarvices collastivaly,
In tha avant a BMF is usad in the nrovision of fwo or more sarvicas than tha
voluma inseansitive sest of tha BMF is a cost common io iha sarvices that use
tha BNF. Howevar, if the tachnological raguiramenis for tha orovision of ana
garvige alier tha least czost techneleay choice for common BNFs or common
facilitiess, than tha incraasa in <osis caused by the raguiramants for mora
advancad tachnolonias is noi a common gost but a cost direcily attributabdble
ta tha sarvice that altars the laast cosi tachnoloav zhoica.

{6) Cost causation oringigla. Tha orinciple that only those cosis that ars
causad by an activitv (such as a natwark function, sarvice, or agroug af
sarvicas) in the long run are diractly attribuiable to that activitv. Costs
are causad by an activiiy, in the lona run, if the costs are brought into
mxistanca as a diract rasuli of the astivityv.

£7) Cost drivear. A specifisc gondition, under which a BNF is orovided, whose
changs causas significant and systamatic chancas in the cost of providing a
BNF. For axampla, if ithe cost of providing a Natwork Accass Channel varies
with the densitv and size of a wira asntar, then density and size are cosi
drivars for that BNF.-

(8% Coat of dabt. Tha rata of intarasti paid on borrowad monev.

{3) Coat of monav. The waighiaed annual cost %o tha LEC of tha debt and
mquity capital invested in the companv.

(1@} Dadicated and Swiiched Transpori. The category of BNFs that
orovida for dadicatad or sharad iransmission iransport betwsen ifwo or mora
LEC switching officms or wire centars. This BNF category consists of two
subcatagorias of BNFs: Dadicated Transpart and Switched Transport,

(A} Dadicated Transport. Tha subcataepory of BNFs that provide for full
nariod, bandwidth spacific (a.g., D8-8, 08-1, 0S-3) interoffice iransmission
paths beiween the originating and terminating poinis of channel conneciion.

{B) Suwitchad Transport. Tha subcategory of BMFs that provida for sharad
interaffica i{ranamission caths betwaen originating and terminating points of
switching.

t11) Qapregiation expansas,. Tha charges basad on the depreciation agcorual
ratas dasignad io spread the cost recovery af the properiv ovaer tts
aconomic lifa,

{12} Expeansas. Costs ingurrad in tha grovision of services that ara
exnansad, rathar than capitalizaed, in accordanca with tha Uniform Systam of
Accounts applicable to tha carrier.

{13) Group of services. A number of saparately tariffad sarvicas that share
significant common costis (as defined in garagraph (5) of this subsaction?
that are necessary and unigue io the orovision of thosa sarvices and ars noi
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diractly atiribputable iz anv ona sarvice individually. This tarm also refers
to a situatian in which two or mora groups of services ara part of a laragar
Qroun of sarvicas bacausa of significant common costs that are necessarv and
unigue to the grovision of ail the sarvices in tha aroup but are noi directly
atiributabla %o any one aroup or saervica individually.

(14) Laast cogt tachnoloay. The tachnalogy, or mix of tachnolooias, that
would be choesen in the long run as the most economically officisani choice.
Tha choice af least cost tachnologias, howavar, shall

(A) be rastiriciad in tachnologies that ara currently available on the
markat and for which vandor prices can ba obtainad;

{B) be consistant with tha lavel of output nacaessarv o satisfv current
damand levals for all servicaes using tha BNF in question: and

STLAW

tC) be consisient with averall network dasion and itopoleogy requirements.

{18) Lang run, A tima pariod long anosugh to ha consistant with the
assumpiion that ithe companv is in the planning staps and all of its inputs
are variable and avoidanla. )

»

(1687 Lana run incremental qost (LRIC). The changae in toital cosis of the
company of progducing an incramant of suiput in the long run when the company
usas laast cost tachnoloav. The LRIC should axclude any costs that, in tha
long run, ars not brought into axistance as a dirsct raesult of the incramant
of outout.

{17) Measure of unii cosi. Tha meaasure of usage used to calculata unii gost
for a particular BNF (for examols, 2 minute of use of a swiiching function,
or a guartar mila of a 06—} Matwork Access Channel), Tha maasura of unii
coats mavy bhe muliidimensional; for axampla, it may have hoth tima and
distance comoonants, The measura of unit cost chosan for a BNF shall
gorraspond $0 the basis upon which the costs of that BNF are ingurred.

IR

{18) Natwork Aacass. The catsgory of BNFs that accommodata accass io
other network funciions provided by LECs, Acnass is accomplished by
transmission gaths betwean cusiomars and LEC wire gentars. This catagory
congists of three subgategorias of BNFs: Neiuaork Accass Channsl;: Network
fiagess Channel Connagtion; and Channal Parformance and Diher Faaturas and
Fungtions.

WESTLAW.

(A Network Accass (MA! Channal, Tha subgatacgory of B8NFs ihat provida thae
transmission gath betwasen the point of interfaca at the cusiomar location
and the main distribution frame, or equivalent (e.g., 83SX-1, DSX-3), of an

LEC wire zentiar,

(8) Metwork Accass (MA) Channal Conneciion. Tha subgatagory of BNFs that
orovide tha intarface batwean itha MNetuork ficcass Channsl and tha LED wirs
cantar switching squiomant, subsaaguant dadicatad iranspert apuipmant
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(dadicated interoffice circuits), or subseguant channel aguinmant {(dadicatad
intragffice circuits’.

(G} Channal Parformance and Dihar Faatures and Functions. The subcategory
af BNFs that provide tha channe! functions associated with transmission ar
sarvice tvpa (2. Q.. analog, digital, zoin, ISDN}, bandwidih convarsion,
signaling, multinlexing, amplification, and channal narformanca,

{19) Significant, For tha purnocsas of this saction, the qualifying iarm
significant is used to rafar io insiances in which cosis aor changas affact
t2tal study rasults bv at leaast 3.0%. This general guidaline foar whan caosts
2r shanges are significant mav he relaxed by considerino the cumulative
affact of aither including or axcluding costs or changes from a study.

{2@) Subcatenorias of BNFs. GBroupings of closaly ralatad BNFs in a catagory
of BNFs,

{21) Switching and Switch Functions. Tha catagory of BNFs that oravide for
sWitchad accass batwaan tuwo or mora Natuork Access Channals or batuysan
Natwork Accass Channals and ather BNFs, such as intaraffice transnort. This
function is accomplisﬁed through ihe establishment of a tamporary
iransmission path hetwasn Network Access Channels in the same switching
offica; batwaan a Metuork Accass Channel and the interoffice facilitias that
intarnonnact switching officaes; or betwaen a Neiwork Accass Channel and other
BNFs, This BNF sategory shall cover the first point of swiiching for a
qustomer, This BNF caiapory consists of thres subcategorias of BNFs:
Intaroffice Switching; Intracffica Switching: and Switching Faaturaes,

tA) Intaroffice Switching., Tha subeaiagory of 8NFs thai grovide for:
sitching batwean Natwork Accass Channels and Switched Transport facilities
whish ara connactad to diffarant wira cantars; and swiiching hatwaan Natwork
Angass Channels and Suitchad Transport facilities when a tandam switch is
usad as the first point af intarface 4o itha LEC swiiched netwuork (a.q.,
connaction of facilitias from an interexchange carriar’s ooint of network
intarfacal,

{8) Intraoffice Switchino. Tha subcatagory of BNFs that orovida for
switching hetwean tuo or mora Metuwork Access Channels within the same wirae
cantar.

() Switching Faatures, Tha aubcatagory of BNFs that provids addad
2onvanience or capabilitias to othar BNFs or finishad services.

L22) Unit cost. A cost par unit of gutput galculatad bv dividing the iotal
iong run ingremantal coat of oroduction by the itotal numbar of units.

(23) Yolume sansitive goats, Tha costs of grovidinag a BNF that vary with the
volume of aquipui of the sarvices that usa the BNF.

t124) Yoluma insansitive costis. Tha costs of arovidinag a BNF that do not vary
Copr. (C) Wast 19894 No Claim to Orio. .5, Govi. Works
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with the volume of ouitput of tha sarvigas that use tha BNF.
td}) Baparal orincinles.

(1) Undarlving the construction and application of this saciion is tha
racoonition that the LEC natwork gonsisis of a finita numbar of BNFs fhat,
whan bundled in various comhinations, zan be usad to dalivar and markei a
vasi variaty of italecommunications services. Tharafora, the datarmination of
tha cost of a sarvica and the costs of a group of servicas undar this saction
shall invelve the identification and costing of BNFa.

{2} Tha LRIC studias that tha LEC is requirad 4o fila undar this saction
shall assume that the companvy is coerating in the long run and esmplovs laasi
cost taechnologias, as those ifarms ara dafined in subsaction (g} of this
saction.

{3} In ordar %o obtain accurata LRIC studv rasulis, tha LEC shall avoid the
use of smhaddad cosi data; expense items and capital cosis shall reflact long
run insramantal costs and the LEC shall jusiifv anv instance in which
ambadded cost data are used., Further, tha faci that the costs detarminad
undar this saction may diffar from tha companv’' s embadded costs as datarmined
during procasdings undar the Public Wiilitv Regulatory Act, s42 or s
43, should in no wav causas tha company to atiributa any of this cost
disgrapancy to LRIC siudies for BNFs, sarvices, or groups of sarvices.

t4) The appropriata mathaods for sesrvice pricing and racovary aof the ravanus
reguirament will be davelcoped in the rulamaking procaeding mandated under
subsaection (p) of this saction.

{(5) Whan a3 BNF is usad in tha provision of two or mora services ihan tha
volume insansitive cost of the BNF is a cost common in tha sarvices {(as
dafinad in sibsaction (o XD MED) of this sagtion) that usa tha BNF.

{6) Whan sarvices shara significant common costs (as dafinad in subsactiion
{a)BHC) of this saction). nona af tha common costs shall be insluded in the
LRIC studias for the sarvicas individually: instead, the companv shall
idantify which sarvigas share tha common costs and atiributae tha cost
racovery rasponsibility of thase costs to the group of sarvices collactively.
Soscifically, the individual LRIC studies for residential and businass basic
iocal axchanpe sarvice, as thasa sarvicas arae tariffad on tha affeciive daie
af this saciion, shall axslude any veolume insensiltiva costs associated with
tha use of the Network Access Channal Basic Lavel (as definad in subsaciion
(a)( 1) AY of this saction) and Neaiwork Aazass Channal Connagiion Basic Lavel
{as definad in subsection (2)(2){A) of this sagiian).

17) Yhan two or mora oroups of sarvices shara gommon casis, nona of
tha common costs shall be included in the tRIC studies for orouos
individually;: instaad, tha companvy shall idaniify which groups share ths
gommon costs and assign tha common cost racovaery rasponsibilifty of thass
costs to thess groups collactivalv.
Coor. {(C) Wast 1994 No Claim ta Orig. UJ.5. fovi. Works
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{8) Nothing in this secliion is inianded 1o eiither endorss or reject tha
LEC'a currant rate and tariff struciures,

{@) Identification of Basic Network Functions. Tha LEC shall identifyv for
aanh subcategory of BNFs the ralavani and sagarataelyv identifiable BNFs. Tha
datarmination of the aparopriaia deoras of agoragation of netuwork gaompanents,
fungtions, or acgitivities inin saparataly idantifiable BNFs shall ba zconaistent
with the orinciples describad in subsaciion (d4) of this section. Furtharmore,
in choosing BNFs#, tha LEC shall saak $o minimize tha numbar of natuwark
componants, functions, or activitieas that are not included in BNFs. In
addition {o BNFs the company idantifies undar this subsaction, the company
shall idantifyv for aach subcategory of BNFs the followino prascribad BNFs:

(1) Requirad BNFs for subcategory Natwork Accass (NA) Channal:

{A) NA Channel Basig Laval: A transmission path which provides lass than
1.544 Mbps digital capability. This includas 388 to 3,002 Hz analea voice
gsarvice.

(B) NA Channel DS-1 Laval: A transmission path which has 1. 544 MBPS
digital capability.

(£} NA Channel DS-3 Lavel: A iransmission path which has 45 MBPS digital
capabilitv.

¢{2) Renuirad BNFs for subcategary NA Channal Conneciion:

{A) NA Channel Connection Basiq Laval: An intarfage for channels which
provida lass then 1.544 Mbps dipital capabiliivy. This includas tha interfacae
for 300-3,00Q Hz analoa voice service which is the basic interface for most
voica~grada servicaes sugh as: hasic leogal rasidantial and logal business
sarvica, PBX irunks, Cantrex-ivps access linas and voice-arada dedicatad
transport service., In addition, this categeory includes the intarface for
four freguency bandwidihs provided for audio channels such as: 2@ to 3,589
Hz., 180 to 5.00@ Hz, 5@ {0 B.,00@ Hz and 5@ {o 15,000 Hz., Also includad in
this BNF are ithea intarfacaes for low-spead data itransmission at spaads of
2.4, 4.8, 9.6, 55 Khps and all other sgeads below the T-1 rate of 1.544
Mbpos. This intarface is for narrowband sarvica.

(B} NA& Channal Connaction 0S-1 Leval: An intarface for 1.544 MBPS digital
transmission channals. This interfacs connects high capacitv widaband
transmission channals which operate in a full duplex, time division
{digital) multiplaxing moda,

(C) NA Channel Connection DS-3 Laval: An interface for 45 MBPS digital

! transmission channals. This intarfaca connacis broadband 4{ransmission
“llli‘ shannals which cparata in full duplax, tima division (digital) multiplexing
mode .
L4
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{3) Required BNFs for subcategory Channal Perfarmanca and Other Feaiuras and
Functions:

(&) Standard signallinp and %ransmission laval capabilities. Signalling and
transmission laeval capabilitias suitabla for 2 wida variety of network
sarvices and apolications assogiatad with ths BNF NA Channel Basic Lavel, as
dafinad in garagraph (1)(A) of this subsaciion.

{B) Nensiandard signalling and iransmission laval capahilitiaes and
other faaiuras. Signalling and transmission lavel capabilitias and other
fasiuras and functions, othar than ithose definad in subparagraph (A) of this
paragraph, such as high volitage grotection. multiplaxing, and bridoing. The
company is eancouranad io disagaragats this BNF into smallar BNFs that
capture tha variaiy of faaturas and funciions availabla is customara,

{(4) Raquirad BNFs for subcategeory Interoffica Switching: Intaroffice
Suitching. The itvna of switching that provides for: swifchino batusen Neiwork
ficcass Channals and Switchad Transport facilitias which ara conneciad to
diffarent wire centars: and switching betwaan Natuork Accass Channals and
Switchad Transoert faesilitias whan a tandam switch is usaed as the first ooint
of interface 4o the switchad netuwork (e.o., connaciion of fagilities from an
interaxchanga carriar’'s point of natwork iniarfaca),

(5) Rmauired BNFs for subgatagery Intrasffice Switching: Iniracoffice
Switchina., Swiiching batuaan two or mora Natwork Accass Channals sarvad from
the sames wirae cantar.

{8) Raguirad BNFs for suhcateoary Switching Faaturas:

A} Huntinp Arrangaments. An optional function available ito customars with
multiple local axchanga access linas in sarviga.

{B) Tuatom Calling Features. Yarious opticnal faatures which provide addad
calling convenianca.

{C) Cantral Office Automatic Call Distribution. The provision of call
diatribution as an intagratad funciion aof ceriain alectironic ceniral afficas
anuinpad to provide this capahility. This function nermits an agual
distribution of a larags voluma of incoming calls to pradesionaied groups of
answaring positions, rafarred to as agant positions.

{0} Cantral Office Basad PBX-Tvoa Functions. A businass communications
systam furnishad from stored propgram zenirel sentral officas that provides
the aguivalent of cusiomer premisas PBX serviges through tha use of cantral
offica hardwara and software as wall as through network access facilitias
from the central office io the customer pramises. Includad in this BNF shall
ba anlvy hardware spacific 4o this tvos of asarvice, procassor or mamory usage
involvad in spacial features for this ivpe of servica, and anv software or
sgftyara right in usa faas associatad with this tvoe of sarvica.

This BNF should sxcluda any network fungtions that ara already idantified as
Coor. () Wast 1994 No Claim to Oria. U.5. Govi. Works
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other BNFs,.

{7) Reguirad BNFs for subgataegory Dadicatad Transoort:

{A) Dadicated Transport Termination. An interfaca which orovidas for tha
transmission convarsicns (a.o., multiolexing} reguirad betwsen ghannel
connaction and dadicaiad iransgort facilifias,

(B) Dadicated Transport Facilitiv. Ths full-paried, bandwidth-spacificg
(e.g., 08-@, D8-1. and D5-3), intasroffice transmission paths astahlished
betwaan two noints of dedicaiad transaort {armination.

WESTLA

{8) Reauired BNFs for subcatsgory Switched Transport:

P —
———
———
———
S————

(A) Suitghad Transport Tarmination. An intarfacze which providas for the
transmission convarsion (e.g., multinlexing) reguirad betwusan the switching
function and switched transpoart facilitias,

‘B) Switched Transport Facilitv. The ifamporary interoffice
tranamission paths astablishad batwean two goints of switchad transoort
tarmination. . ’

{2} Switchad Transgort Tandam Switching. The intarmadiate ogoints af
switching used as an aconomic surrogate to diract routing of interoffice- .
facilities in the provision of switched transport.

{9) Renuiraed BNFs for subcataepory Billing and Collagtion: Billing and
Collagtion. Tha funaction af compilina the information neadad for cusiomar
billing, praparing the customar hill statemant, disbursing the bill and
aallaciing $the gustomer pavmants (this includes any collaction activitias
raguired for late pavmant or non-gavmant of hilling amount dus).

(1@} Raguirad BNFs for subcatagorv Measuremant: Maasuramant., The funciion of
asgsamhling, collating, and transmitting end-office swiich razordad call data
{ogcurranca and duration).

{11) Ragyuired BNFs for subcaisgorvy Operator Sarvicas: 0Ooarator Sarvicas.
Tha role of providing a number of live or machanized assistance funciions %o
aid customars in the following wavs: obtaining customar ielephone number,
straat address and ZIP code information (diractorv asaistanca): oroviding new
ialaphona numbars or axplanatory information io callars who dial numbars
which have baen changed or diszconnacted (intercepts): providing assistance to
customers in comoleting aparator handlad tell or local calls fcollect, cradit
card, third partv, station-to-station or person-io-garson): chackinag busy
lines 10 make sure the line is not out of service {(busy line verification):
and interrupting busy linaes {busy line intarruption). Thesa Operator Sarvicas
ara graovided io and user customers as wall as local axchange and
interaxchanga carriers.

WESTLAW.

(f) LRIC studias for individuyal BNFs. The LEC shall parform a LRIC study for
Coar., (C) Wast 1984 Mo Claim to Orig. $.5. Bovt. Works
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gach of the BMFs identified under subsection (a! of ithis seciion. Tha company
shall perform tha LRIC studies consisimant with the princiolas dascribad in
subsegtion (d) of this saction. Additionallv, the companv shall usa the
following instructions in datarmining tha LRIC for individual BNFs.

{1) Ralavant incramant of ouiput. For the purnosas of this subsaction. tha
ralavant incrament of output, as that tarm is umad in subsaction (5 18) af
ihis saciion, shall ba the level of output necsssary io satisfy iaotal currant
damand lavels for all servicas using tha BNF in question. Adiustmanis to
total sarvica ocutput may be made o raflect tha presance of new sarvices for
which damand levels can demonsirably be anticipated to increasae significantly
ovar itha course 2f six moanths,

{2) Ralating axpansas to BMFs. The company shall avoid the use of ambeddaed
coest data and shall determine esxpanses consisiant with thes principlas of long
run incramantal costing.

W&

{A) Common axpansas, Dgmmon axnanses that arae not diractly atiributablae,
using tha casi causation princinla, to the BNF shall be sxcluded,

18) Nonrecurring axpansas. Tha axpansas of nonracurring activiiias shall ba
separately identifiad. .

{C) Taxas, Anvy tax axnansas not direcilvy attribuytable, using the
cost causation principle, shall ba axcluded from the LRIC siudv for
individual BNFs. Spacificallyv, taxas associatad with the orovision of
services that use moras than one BNF shall not ba included in the BNF LRICs.

RSt

¢3) Least-cost tachnelogy. LRIC stiudies shall asauma tha usa of laast-cost
tachnaloav, Tha choism of leaast-cost tachnolonias, howavar, shall:

{A) ba rastricted to0 tachnolagias that are gurreantly available on thae
markat and for whigh vendor prices can be ocbtainaed;

{B) ha consistant with tha laeval of outout nacassary to satisfy currant
damand lavals for all sarvices using thea BNF in quastion: and

(C) bhm conmistant with overall natuork design and fapology reauiramants,

{4} Network tonology. LRIC studias shall use ithe axisting ar plannad natuerk
tonology.

(5) GCost of money, Whan the company uses tha mest racent commiszsion approvad
rata of raturn for tha company. as that term ia uysed in =23.21¢c31) of this
titla (ralating to Cost of Servica) thara will ba a aresumgtion of
raasonablaneas. The scompany shall justify the usae of any ather ratae.

{8} Ratea of dapraeciation. tthen tha 2ompanv usas the most racant commission
approvad rata of dapreciation for the sompany thare will bha 3 presumption of
ressonabianass. Tha company ahall justify the use of any aother ratae,
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n cost. LRIC studies shall identifv the appropriate
maasursas of unlt 20

T
t for a BNF {a. o., minutes of usa, access line). Tha
measure of unit zo a BNF ghall zorrespond to the hasis upon
which the costs of tha BMF are incurrsed, Tha maasyrs of ynit aost mav ba
multidimengional: for axamplae, it mav have hath tima and distanca gomponants,
In identifving the aporopriate measzure of unit cost, tha comnanv shall ignora
the currant rata = iffad servigas using the BNF.

chosan for

[

el

a
tryoturas far tar
{2} Determination of unit cost., Using tha mmasura of unit cost identifiad
undar oaragrach (7) of this subseqtion, tha company shall caloulats unit cost
for tha BNF hasaed an the assumption of full capacity utilization of tha BNF,
which should allow far any spare capacity due to lumpy invesiments or
tachnical raeguiremants, zuch as soara capacitv nasdad for tasting. Tha unit
cost shall be calculatsd hasad on tha volume sensitiva comts of the BNF and
axcluda all gosts that are volumme insansitive (as those tarms ara dafinad in
subsactions (g XM Z23}-{24) of this =maction).

(9} Datarmination of voluma ingansitiva costs. Tha company shall zalculatse
the valuma insensitive costs (as dafined in subsection (o¥ 24} of thig *
zaciion?) far the BNF,

(10} Cost drivars. LRIC studias shall identify and account for -all relevani
aost drivers, LRIC studies for gertajin BNFa gshall at a minimum agoount for

the cost drivers spacifisd below.

¢AY Cost drivers for MA Channel Rasic Lavel, MA Chapnel DS-1 Lavel, and N&
Channel 0S-3 Level, Tha LRICs for thasa BNFs shall systamatlcally
agcount for variations in sosts causad by variations in

1i} the densitv of a wire center;
{ii) tha zsiza of a wire center; and
{iii) the distanaas,

(B) Cosy drivears for NA Connection Basic Laval, NA Connaction DR-1 Laval,
and NA Connaction DS-3 Laval, Tha LRICs for thasa BNFs shall svetematjcally
agoaunt for variations in costs causad by variations in:

(i) the dansity of a wirea centar: and
tii) tha siza of a wira cantar.

(C) Coat drivers for Intraoffices Suitching and Interoffice Switching, Tha
LRICs for theas BNFs shall svstamatinally agocount for variations in costis

qausad by vartations in:

i) tha dansity of a wira ganter:
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{ii) the siza of a wire caentar: and
(iii) the fimm of dav.
{D) Cost drivers for Dadigated Transport Facilities and Tarmination:. Tha

LRICs for thase BNFs shal]l svstematically acgount for variations in cpsis
causad hy variationsg in:

]
&
-
3
1}
)
1h
e
e
1]
3
]
.
(v 8

(i} tha siza of
¢ii) the distancs
{E} Cosat drivers for Switchad Transpord Fagilitias, Tarmination and Tandam
Quwitchina., Tha LRICa for thasa BNFs ahall systamatically aacount for
variations in 2oests causad hy variations in:

{i) the =iza of a wire canier:

4ii) the distance; and

(F) Cost drivars for Maasuremant. Tha LRIC for this 8NF shall 4
svatamatically ascount for variations in cosis gaysad by variations in:

(i) the danmity of a wire cantar;

Cad

tii) the siza of a wire centar

(1ii) the time of dayi and
{iv}) tha duration of a call,

(%) Lost drivars for Oparator Sarvicas, The LRIC for this 8NF shall
avatematigally agcount for variations in costs caused by variations in tha
tvoa af oosratar sarvicas calls,

{g) LRIC studi=s for tariffed sarvicaes, Tha LEC shall perform a LRIC study
far mach tariffad seapvice, axcapt thosa servicas for yhich 2 waiver has haan
orantad undar tha workplan approvad under subsection (m} of this saction. Each
LRIC styudy for a tariffed zarviace shall he salculated as the sum of the costs
causad by that a sarvice's yse of BNFs and any other service spacific znsts
assnciated with functions not idantifiad as separate BNFs, =uch asz axpenses of
billing, searvice spmoifis advartisino and markating, and sarvica specific
taxas, Each LRIC study for a tariffed sarvice shall be consistent with tha
principles desoribhad in subhsaction ‘d) of this sestion. ﬂdﬂi*innallv‘ the
agmpany shall use tha following instrugtions in datarmining tha LRIC for
individuyal tariffad sarvica

IH

{1} Magping of BNFs an to tariffad sa
Iy

rvi
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identify tha BNFe that ara usad in tha provigion of the tariffad serviece: tha
lang run incramental costs far the tariffed sarvica zhall include tha cosis
assppiatad with this usapa, The cosis associated with the service’s yse of a
BNF shail bhe caleoulatad as the nroduct of the unit cost for the BMF (as
datarminad undar suhseciion (F)(8) of this saction! and the damand of tha
sarvica far that BNF

{2) Identification of othar costs. Tha LRIT study for an individual tariffad
sarvice shall include all zervica specific costs (e.a., avpenzes af billino,
markating. customar zervice or sarvice spacific taxes) ralatad to tha )
provision of tha sarvica that are not included in the costs for tha BMFa,

t3) Exclusion of common costa, The LRIC atudy for an individual
tartffad sarvicae shall axcluds any costs that are common costa (as dafinad in
aubsestion (28} af this saction), Soacifically, tha individuai LAIC sfudias
for residential and husiness hasic local exchanée sarvica, as thase sarvicas
are tariffad on the affactive data of this sagtion, shall axclode any voluma
inssnsitive costs assoriated with tha uss of the NMatnork Access Channel Basic
iLaval (ae dafined in subsection (a) (L}A) of this saction) and Matuwark
Acoeas Channal Connection Basic Leval {as dafinad in subsaction (e3{2¥(A) of
thig secticon). "

.

{4) Ralevant increment of gutnut. For tha purnocsas of this syhsaction, the
‘ralavant incrament of sutput, as that tarm is used in subsactign (c)(18) Af

hiw =zaction, ghall ha the laval of output nacassary to zatisfv currant
damand lavels for the sarvice, Adjustimants to total service output may be
mada ta raflact the nresence of new services for which damand lavals can
damonstrahly ha anticipated to increass significantly over the courams of six
months .

{S5) Relating sxoenazs Yo zervicas, The company shall avoid the usa of
ambeddad cnst data and shall datarmine axvpansas congistant with tha
arincinlas of long run incremental costing,

({4} Common awxpensas, Common axpansas that are not dirsectly attrihutabla,
using the cost gausation orincipla, to the servica shall he axgludad,

{8} Manrscurring axgensas. Tha axpansas of nonracurring activitjas shall ha
geparately identifiad.

i) Taxas, Any tax avpanses not directly atiributable, using tha goxt
gausation principle, shall hae axcluded from the LRIC study for individual
servicas,

{8) Lmasti-~cost tachnoleogy. LRIC studimss shall assume tha uss of laast-cost
tachnology. Tha chaice of laast-cost tachnoloanies, howavar, shall

(A} ha rastrictaed to tachnolopias that ara currantly availabla on tha
market and for which vendor pricas can he abtiained;

Coar. (C) Wast 1994 Na Claim to Drig. 1).S5. Govt. Works
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{B) ha consisisnt with the lavel of ouipgui necassarv io satisfv current
damand lavels for all sarviges using tha BNF in guestion: and

() he consisiant with avarall network dasign and ionelogy reguiramants.

{71 Natwork topalogy. LRIC siudiss shall use tha axisting or olannad network
tnano ?ngy._

{8} Cost of monav. Whan tha company usas the masi racant commisszion apgravad
rata of raturn for the gompany, as that term is used in s23.21(a3(1) of this
f{itle (ralating to Cost of Sarvicae) thers will he a prasumntion of
rassonablanass, Tha company shall justify tha ugsa of anv othar rate.

{9} Rata of depreciation. When the company usas the most racant gommission
aparaovad rata of dapreciation for the company there will ba a orasumpiion af

razsonablenass. The comgany shall justify tha usa of any othar rata,

thy Identifigation of BNFs and orougs of sarvices that share significant

qomman gosts and calculation of such common gosts, Tha company shall idantify
all instances in which BNFs and oroups of sarvices share significant
common coasts and caloulaie susch gommon gasts.

1) Costs common 4o BMFs. The somoany shall identify and zcalculate o
for sach subgatagory of 8NMFs and catagory of BNFs significant costs that arae
common to BNFs (as definad in subsagtion (z) (S)XB) of this saction). Cosis
common to BNFs shall only he identifiad and caleoulatad at tha lavael of
subgategorias of 8NFs and/or catagoerias of BNFs.

(Z) Goats commen to groupns of servicas. Tha company shall identify and
calculate all significant common cosis and the grouns of serviges that shara
those comman costs (as dafined in subsegiion (cMBMEC) of this saction). Tha
calaoulation of gcommon costs raguired undsr parapraphs (1)~(2) of this
subsaction shall be consistent with the nringiplas dasoribhad in subsection
{d) of this section and the instructions lisied balaw,

t3) Ralavant inpaoremant of autput. When gommon zosis area computad for BNFs
or sarvicas, tha ralavant incrament of ouinut, as that tarm is usad in
suybsaction (gi(18) af this saction, shall be tha laval of oufnut nacassary ta
satiafy gurrant damand lavals for tha BMFs or the sarvigas., Adiusimenis to
total servica osufoyt may he mada to raflact the grasance of naw saervicas for
which demand lavals can damonatrahly be apticinatad to incrsasae significantly
avar thea courasasa of six months,

14) Expganses, The company shall avoid tha use af ambeddad cost data and
shall datarmina sxpanses consistent with the pringinles of leong run

inoramantal cesiing.

{A) Monracyrripg sxpansas. Tha axpsnsas of nonragurring activitias shall ha
saparataly ideniifiad.

Copr. () Wast 1994 Mo LClaim to Orig. U5, Govwi, Horks
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{B) Tawxas., Anv tax sxpansas not directly aitfributabl
sausation aringiple. shall ha axcludad from the ce
costs,

ysing tha cost

able.
st studias for comman

2
]

{5} Least-cost tachnology. The studias shall assume the usa of laasi-oost
tashnoloay. The chaice of laasi-cost iachnalngias. however. shall:

(A) ha rastricied to technoloniag that are currently availabla on tha
markaet and for which vandaor orices can be obtainad;

{B) ba consistant with the laval of oculpoul nacassary to satisfv qurrant
damand levals for tha BMFs or sarvicas in aguastion: and

) ba nonsistant with avarall naiwork dasion and topology reguiramenis,

(5) Natyork topolegy. Cost siudias shall usa the axisting or plannad netunck
tapnloay.

£7) Cost of monay. thean tha company usas tha mos{ raecent commission approvad
rata af raturn for the company, as that tarm is usaed in 323.21{2){(1) of this
title (relating to Cast of Sarvice) thara will he a orasumption of
raasonablanass. The campany shall justify ithe usa aof anv other ratas.

»

{8) Rata af dapraciation. When the company usas the most racani commisasion
approvad rate of dapreciation for the company thare will he a gresumotion -4f
raazsanahlanass, Tha company shall justify the use of any othar rate,

i) tRIC atudias for grouns of tariffad services that shara significant
aommon casts, The LEC shall parfarm a LRIC study for aach graoup of sarvicaes
idantified under subsaction (h){ 2} of this saciion. Each group LRIC shall hs
caloculatad as tha sum of tha LRICs (33 determinad undar subseciisn to) af this
saction) for tha sarvigas in tha oroup and tha common costs for thosa
sarvices {as idantifiad undar subsaction th)2) of this saqiion). Each LRIC
study shall ba consisiant with the orinciplas described in subsegtion (d) aof
this sastion. Additionally, tha zcompany shall usa tha following instructiions
in detsrmining tha LRIC for grouns of aervices,

{1} Ralavant incrament of guiput. Whan tha LRIC is comoutad for a2
oroup of sarvicaes, the ralavant incramant of output, as that term ig usaed in
subsaation (e )(15) of ithis section, shall ba the laval of ouiput nacassary to
satisfy current demand lavals for the sarvicas in tha aroup., Adiustments io
total sarvige ocuiput may be made to raflect iha nrasence of naw servigaes for
which damand lavaels can demonstirablv ba anticipataed {0 increasa significantly
avar tha courss of six months.

{2) Ralating expensas to grouns of sarvices. Tha comoany shall avoid the use
of ambaddad cost data and shall dstarmine axpanses consisisnt with the
grincinlas of leono run incremantal cesting.

A Common axpensas. Dommon axpansas thai are not diractly atdributable,
Copr. (C) Weast 1884 No Claim to Orig, W.5. Govi. Werks
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using the fosi causaltion arinciple, %o the groug of servicas shall be
axgludad,

(8) Nonrecurring sxpenses. The axpenses aof nonracurring acgiivitias shall be
separaisly ideniified,

i) Taxaz. Anv Tax eaxpansas not dirasily atiribulable. using tha cosi
caugaiion orinaiole, shall ba axcludad from the LRID siudw for the groug of
garviaces,

¢2) Laast-aast tachnalegv. LRIG siudias shall assume iha usa of laast cosi
tachnolooy. The choice of leasi-cost i{achnnlogiss, howavar, shall:

tA) be rasiricisd ip fechnolonias that are surrantly availabla an tha
markat and for which vandor prices can ba obiainad:

{8} ba consintent with the lavel of sutput necassary t2 satisfv qurreni
damand lavels for all sarvices using tha 8NF in aguastion; and

t8) ha consistant wmith ovarall natwork dasign and icpology raguiramanis,

(4} Mmiwork iogeolooy. LRI studias shall use itha axisiing or slanned natwork
tognleoay, .

£5) Dost of monay, When itha company usas itha most recant commission apgravad
rata of return for the company, as that tarm iz usad in s23.21{c)M}1) of thisg
titla (ralating to Lost of Sarvica) thara will ba a srasumetion af
raasonablanass, The company shall iusiify iha uss of any other rais.

t5) Rata of dagraciation. Whan tha gsompany uses the most racant commission
approvad rata of depraciation for tha gompanv there will ba a preasumpiion of
raasonablanass. The company shall justify tha usa af anv othar rats.

ti) Filing reasuiremsnis for LEC providad workolan, Within 7@ davs of %the
affactiva data of this zaction, the LEC shall file with tha commizsion and iha
Dffice of Public Uiility Dounsal {(OPUC) a3 plan for compliasnce with ihe
grovisions of this zastion. Tha workplan shall he consistant with thae
princiolas, insfructions and raguiramants sat forih in this section and shall
be raviawad in acgaordanca with tha procaduras asizhlishad in subsaciion {m) of
this saction. Tha workolan submitiad by tha LEC shall includs tha following
somaonant s,

£1) Idantifigation of BNFs and sost methodologw, Tha workolan submittad by
tha LEC shall disouss the BMFs ideniified under ihis saciion and inglude a
datailad discussion of the cost methodology the LEC sroposes to uss for tha
styding raguired undar ihis seciion. Additionally. the morkplan shall maat

tha following reguiraments:

tA) List of BNFs, Tha workolan zhall include a2 list of all SNFs that
tha LEC has identifiad pursuant io subseciion (a} of thia saciion,
Copr. (0} Wast 1994 No Claim to Orig, 1.5, Sowt. Works
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‘8) Additional BNFs. If tha LED proposes to ideniifv BNFs in
addition %o tha BNFs idapiified in subsaction (a) (1)-{11} of this saciiaon,
tha workplan shall includa 2 dasariniion of aach of tha BNFs that the LEC
aroposas to idantify, and a disgussion of why thasa BNFs should he
idaniifiad in addition {0 the BNFs idantified in subsagiion (alil) ~f11) of
this saaiion,

(6} Dafinitions of BMFs. For sach BNF idaniifiad under subsection {a) of
this seciion, the workglan shall include, a2 oracisa definition of the BNF,
insluding tha noints of demarcation in the LEC 3 naiwork bhetwesn sach BNF
angd pthar BNFa,

(D) Disprams. For sach BNF idantifiad undar subssciion (a) of this saciion,
iha workelan shall include 2 diagram that illusiratas the BNF's role in the
aravigion of LEC sarvicaes,

EE) Least cost technologv choices for BNFs. For s=ach BNF identifiad undar
subzaction (e} of this seciion, tha workplan shall identifv which ijachroloay
ar tachnoloaiss (a.g., fibar opoiic cable, digital swiichine systams)} will ba
congidarad the lesasi nost technoloaw f{as dafinad in subsection éino)itd) of
ihis saciion?! faor itha BNF,

¢F) Idantificalion of invesimants, The workolan shall include a discussisn
af tha mathodologv that tha LEC proposas o usa in identifving invasimants
2ssaciatad with each of tha ONFs identifiad undar subssectiion {(a) of this
santion.

iGy Data sourcas. For sach BNF idantifiad undar subsaction (a2) of this
saction, iha workplan shall include 3 digcussion of the dalta sourcas to ha
usad in deavaleoging tha costs of fhe BNF,

tH) Sarvica damand. For asach BNF idantifiad under subsectiion (a) of this
gaciion, tha workolan shall include 3 discussion af tha data sourcas io ba
usad for sarvice demand in daveloping the aosts of tha BNF,

(1) Automatad cost medals. Tha workplan shall include a dascrigtion of any
automaiad cost modals which tha LEC proposas io usae in davaloging tha cost
of the BNF. For aach such automated cost maodal, tha wsorkolan shall grovide 3
dmtajilad dascription of tha alaogorithm of tha cost modal and damonsirais that
tha mathodology of tha cost modal is gonsistant with the long run
incramantal cost mathodoleogy dascribaed in this saciion.

(1) Flowgharts. For sach tvas aof nosi siudy reauirsd undar this sectlion,
tha worknlan shall include a detailad flowghari that identifias all models
uamd in tha studv and tha intarralationships hetwaan the inpuis and outpuils
¥ the modals,

(K ) List of cost drivers, For sach BNF idantifisd under subsaction (a) of
this zaciion, ihe wmarkplan shall idaniifv the cosi drivers that the LEL has
Cogr. (2 West 1994 No Claim to Orig. 1.5, Govi. Works
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idantifiad puyrsuant to subsaction (FY1B) of this section.

(L) Additignal gost drivars, If tha LED propgsas o idantify and agoount
for ansi drivars in addiiion io tha cost drivers idantifiad in subsaciion
EFMIBIAN-(R) of this saciion, tha workplan shall include a dascription af
each of tha cost drivers that the LED aoroposes o usa, and 3 discussion of
wmhy Lthase ceost drivars sheuld he usad in additien to the cost drivers
idantifiad in subsaciion {FMIBMAI-(B) of this saciinn.

iMy igadinag factors. The workglan shall include a digcussion of the
mathodology that the LED oroposas o usa in idantifving oparating axpensas,
denraciaiion, and itaxas ralating 1o 2ach of tha BNFs idaniifiad undar
subsaction (a) of this saction.

iN)Y Datagorization of BNFs. For sach BNF idantifiad under subssciion (s} of
this saction, the workeplan ghall ideniify the catsgory and suboatagorvy of
BNFs (as dafinad in subsaciien (g) of this saction) undar which tha BNF is
gatagorizad,

{2) Mapping from BMFs io iariffad servicas. For ssch BNF identifiad undar
subsaction {(a) of thjs seciion, ihs workplan shall inglude a list of all
tariffad garvices that usa the BNF,

(P) Mathamaiical raprasaniaiion. Tha workplan shall insclude 2 forsal .
mathamatical siatamant dascribing tha sost ralationships batwaan BNFs,
tariffad zervicas, and groups of tariffed servicas. This statamant azhall
translaie the principles, instructions and reayiramants of this seection into
the ifradiiional mathamatigal tarms used in tha sconomic litaraiurs,
Somaifically, tha company shall include 3 mathamatical statapant that
dascribas the funciional ralationship beiwsen the long run incremantal costs
for 2 tariffad searviga and 3 sarvica's usa of ONFs,

£2) Idantification of cosis common io BNFs, Tha workolan submiiisd by tha
LEL shall identifv which ONFs ahars common costs 2nd tha sourcas aof tha
conman ogsis tag idantifiad under subsaction (h) 1} of thiz saction).

132y lIdantification of groups of sarvicas, Tha workplan submittiad by the LED
shall includm a list of all groups of servigas that the LED has idantifiaed
pursuant $o subseciion (h)t2) of this sagiion. Tha list shall mest {ha
following raguiramanis:

(A} Idantification of sarvicas in groups. Tha list shall idantify for asch
groug the sarvicas that are includad in the aroup. Whan tha group contains
amallar grouns of sarviess, itha smallar groupes thati are includad in tha
groupg shall ba identified.

(8 Idantification of BNFs ihed raprasani gommeon cosis. The list shall
idantify the BMFs that raprasent ihe common zosis for sach group of
sarvicas.

Copr. (G) Mast 1894 No Claim 32 Orig, 4.5. Sovi., Works
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i) Idaptification of othar aommon 2osts, The list shall idantify othar
gourcas of comman costs far sach group of sarvicas (as idaniified undar
subsactiion (h)2} of this saction),

{4} Progosed scheduls for completion and filing of cost siudies, Tha
workplan submitied by the LED shall include a propesed somplation and Filing
data for: the LBIC study for asch BNF idantifiad under subsagtion (a) of this
aantion, ingluding tha raguiraed BNFs spegifiad in subsasction {(alil)-€11) of
this saction: the LRI study for aach tariffad sarvica nfferad by tha LEL;
and tha LRIC siudy for aach groun of sarvices idaniifiad under subsaciion (h
af this segtion. The progosad sahedule submititad by tha LEDC shall meat the
following reguiramanis:

tA)Y If the schadula aroposaed by tha LED would result in complation af any
cost siudy later than !9 moniths following tha affactiva daie of this
sagkian, the LED should discuss in datail the raasons why the cosi siudy may
net ba somplatad within 128 months,

i2) In no svanit should the schadula proposaed by tha LED resulf in
the complation of any ocoast study latar than thirty months following itha
affactiva data of ithis saciion,

t0) The scohadula proposad by the LEDC should space tha complation and Filing
of gost siudias ralstivaly avenly ovar the course oF the pariod of fima -~
allowad for completing the studies and avoid, %o tha graatesi degrae -
gossibla, the filing of large guaniitias of siudias 3t any ona dats,

i} Tha schadule propoasad hy tha LEC shall not rasult in
complaiion of any LRIC siudy for a tariffed servica heafora the complation of
tha LRIL studias for all tha BMNFs that aras used in tha provision of iha
tzriffod sarvige.

£5) Protetvpe LRIC siudies for BNFs, fariffad sarvicas, and grougs of
tariffad servicas, The workplan shall provids oroinivona LRIC siudias for
ANFs, tariffad sarvices, and groups of tariffad sarvices, ig sarva as models
For the studisas filed pursuant to this sactiion. In davising the proioivpas
studias tha LEC shall considar tha following instruciions,

tA) Complaianass, The prototyna LRIC siudims shall he siruciurad 4o provida
for 2ll information ta.g., inputs, ouiputs, a2ssumplions) nacassary io
undarsiand tha siudias and 1o reasonably verify thair accuracy.

t8) Consistengy and affigianay. Tha company shall sask 1o arganize fha
agrotetivpa sfudies in a mannar ithat glaarly damonairatas the ralationships
and consistancias hatwean studias., To tha axiant that a numbaer of studias
use automated models, standardized loading factors or othar standardizad
mathods, the company shall propose a way of documenting thesa methods that
reducss unnecessary duplication.

{C) PC-basad spreadsheats and open algorithms. The company shall creates the
Copr, (C) West 1994 No Claim to Orig. U.S5. Govi. Horks




}
£

W

»
-

@
WE

WESTLA

t8 TaxRag 5723 PAGE 47

|

prototiype studies both on paper and on personal compuier based slactronic
spreadshaets. In designing the personal computer hased alectronic
spreadshaet versions the company shall seek to crsate an open algorithm that
can be usad and modified by the commission staff and other users.

{6) Haivar requests,

{A) Waiver for requirad BNF. The workplan shall! include a2 request for
waiver if the company finds that a required BNF spacified in subsactien
{a)ti) ={11) of this section is inapgropriate for its network, The waiver
request shall be accompanied by a statement demonstrating why the reguired
BNF is inappreopriate.

(B) Waivar for reaguired cost driver. The workplan shall include a request
for waiver if the company finds that a required cost driver specified in
subsection (f)(18){A)-(G) of this section is inappropriate for its network.
The waiver reguest shall be accompanied by a statament demonstrating why the
reguirad cost driver is inappropriate.

(€)Y Waiver for reguired LRIC studies for individual tariffad services. The
workplan shall incluge requests for waivers for those sarvices for which. the
company proposes to not perform a LRIC study. .

{7} Proposal for the t{reatment of information designated as confidential -or
proprietary. The workplan submitted by the LEC shall includa the LEC's
propasal for the treatment of information to be filed pursuant to this
saction that tha LEC designatas or intends to designate as confidential
and/ar proprietary. Tha LEC shall include the following information:

Y EsTLAW

{(A) Identification. Identification of the informaticon to be filed
pursuant to this section (e.g. cost models, algorithms, data) that the LEC
will designate as confidential and/or propriestary.

W,
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{8) Explanation. For each item identifiag in subparagraph (A) of this
paragraph, an sxplanation supporting the LEC s designation of information as
confidential and/or proprietary.

{C} Proposal. The LEC's proposal for the treatment of information
designated by the LEC as confidential and/or nroprietary that the LEC will
file pursuant to this section (e.0., a proposed protective agreement).

(k) Reguiraeaments for {nitial filings of LRIC studies. The LEC shall file
with the commission and OFUC the LRIC studies required under this section. The
LRIC studias shall be contistent with the principles, insiructions, and
reguirements set forth in this section and shall be reviewad in accordance

with the procedurss sstablished in subsaciion {n} of this gactian. In
accordance with the workplan, and the waivers thsrein, approved under
subsaction {m) of this saction, the LEC shall file a LRIC studies for:

%
S
»

{1) aach BNF identified undar subsection (e) of this saction and calculatad
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under subssction (f) of this section, including those that are specified as
reguired BNFs under subsection {(e){1)}-{t11) of this section:

(é) costs common to BMFs as identified and calculated under subsection (h}
of this saciion;

{3} each tariffed services as calculated under subsection (g) of this
section;: and

{4) sach groups of services identified under subsecticn (h) of this saction
and calculated under subsection (i) of this section.

{1) Requirements for subseguent filings of LRIC studies. The LRIC studies
requiraed by this subsection shall be consistent with the principles,
instructions and reguiremants set forth in this section and the workplian
approvaed in subsaction (m) of this section and shall be reviewad in accordance
with the procedures established in subsection (n) of this sasction.

{1) Updated studies. Thirty-six meonths after the aeffective date of the
section, and every six months thereafier, the LEC shall file with the
commission and OPUC updated versions of all filings, other than the workplan,
reguired under this section. The LEC is not requirad to update its filings
for those atudies where no significant changes have occurred. -

{2) Provisions for new BNFs. When significant technological or other
changes occur that necessitate a change in thes definition of current BNFs or
the identification of naw BNFa, the LEC shall file with the commission and
OPUC updated varsions for all affected LRIC studies or new studies as
appropriate.

(3) Provisions for new services. For sach application for a service filed
nursuant to this title, the LEC shall file with the commission and QPUC a
LRIC study for the service consistent with the principles described in
subsection {d) of this section and the spacific reguirements set forth in
subsectiaon (g) of this section.

{4} Unbundling of existing tariffed services. When an application
filed pursuant to this title proposes a service that previgusly had been
bundled with other BMFs into a tariffed service, the LEC shall carefully
resxamine the idantification of groups of sarvices that share significant
common costs (as required undar subsection {(h) of this section). If the new
service .significantly changes the identification of groups of services and
the idantification of common costa, the LEC should update all studies
reguired under this section that are affectad by these changes.

{m) Raview process for LLEC workplan. An LEC workplan considared under this
section shall be reviewad administrativaly to determine whether the LEC's
workplan is consistent with the princinples, instructions and requirements set
forth in this ssction.
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(1) Sufficiency. The workplan shall be axaminad for sufficiency. To be
sufficient, the LEC warknlan shall include the components reqguirasd by
subsection (j) of this ssction. If the presiding examiner or the commission
staff concludes that material deficiencies exist in the workplan, the LEGC
shall be notified within 15 days of the filing date of the specific
deficiency in its workplan. The LEC shall hava 15 days from the date it is
notified of the deficiency to file a corrected workplan.

{(2) Tima Schedule,.

(A) No later than B@ days after the filing date of the sufficieant workplan,
any party thai demonsirates a justiciable interest may file with the
presiding examinar writien comments or recommendations concerning the
warkplan,

{8) Mo later than 7@ days afier the filing datas of the sufficient workplan,
OPUC may file with the presiding examinar written comments or
racommendations concerning the workplan,

(C) No later than 80 days after the filing date of the sufficient workplan,
the commission 3taff shall file with the presiding sxaminer written commaents
or rscommandations cbncerning the workplan.

{0) Mo later than 90 days after the filing datea of the sufficient workplan,
any party that demonstrates a justiciable interest, OPUC, or the LEC may ™
file with the presiding examiner a written rasponse to the commisston
staff’'s recommendation.

{E) No later than 100 days after the filing date of the sufficient
workplan, the presiding examiner shall complete an administrativa review to
determina whether the LEC's workplan is consistent with the principles,
instructions and requirsments set forth in this section. The examiner shall
approve the workplan or order the LEC to refile the workplan incorporating
all modifications recommended by tha examiner.

{3} Reguesta for I[nformation. While the workplan is being administratively
reviewed, the commission staff, QPUC, and any party that demonstrates a
justiciable interast may submit reguests for information to the LEC. Threas
copies of all ansuers %o such reguests for information shall ba provided
within 1S days after receipt of the request by the LEC to tha commission
staff, OPUC and any partiy that demonstrates a justiciable interast,.

{4) Suspension. At any peint within the first 6@ days of the ravieuw
process, the prasiding sxaminer, the commission staff, OPUC, the LEC, or any
party that demonstrates a justiciable interast may requast that the reviay
process be suspendsd for 3% days. The examiner may grant a reguest for
suspansion only if he or she has detarmined that the party has demonstrated
that good cause exists for such suspension.

{5) Effective date of the LEC workplan. The affective date of the LEC
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werkplan shall ba the date it is approvad by the presiding examiner.

{n) Review procesa for LRIC studies. A LRIC study considered under this

saction shall be reviewed adminisiratively to determine whether the LEC's LRIC
study is consistent with the principles, instructions and requirements set
forth in this section.

¢1) Sufficiency. The LRIC study shall be examined for sufficiency. To ba
sufficient, the LRIC study shall conform to the prototype studies developed
under the workplan approved under subsection {(m) of this section. If the
presiding examiner or the commission staff concludes that material
deficiencies axist in the LRIC study, the LEC shall be notified within 15
days of the filing date of ithe specific daficiency in its LRIC study. The LEC
shall have 15 days from the date it is notified of the deficiency to file a
correcied LRIC study.

{2) Time Schadule.

{A) Mo later than 45 days afier the filing date of the sufficient LRIC
study, any party that demonstrates a justiciable interest may file with the
presiding examinar written comments or recommendaticns concerning the LRIC
study. *

»

{B) No later than 55 days aftaer the filing date of the sufficient LRIC

. study, OPUC may file with the presiding examiner written comments or

rscommendations concerning the LRIC study.

{C) No later than 65 days after the filing date of the sufficient LRIC
study, the commission staff shall file with the presiding examiner written
comments or recommendations concerning the LRIC study.

{D) No later than 75 days after the filing date of the sufficient LRIC
study, any party that demonstrates a justiciable intermst, QPUC, or tha LEC
may file with the presiding examiner a written response to tha commission
staff’'s recommendation,

(E) No later than 85 days after the filing date of the sufficient LRIC
study, the presiding examiner shall complete an administrative review to
determina whether the {EC's LRIC study is consistent with the principles,
instructions and requirements set forth in this section. The axaminer shall
approve the LRIC astudy or order the LEC to refile the LRIC study
incorporating all modifications racommended by the axaminer.

{3) Requasts for Information. While the LRIC siudy is being administratively
revieswad, the commission staff, OPUC, and any party that demonstrates a
justiciabhle interast may submiit reguestis for informaticn to the LEC. Thrae

copies of all answers {5 such regquesis for information shall he provided

within 1@ days afier resceipt of ihe reguast by ths LEC to the commission
staff, OPUC and any party that demonsiratas a jusiiciable interest.
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{4) Suspension. At any peirt within the first 45 days of the review
procaess, the aresiding esxaminer, the commission staff, QPUC, the LEC, or any
pariy thai demcnsirates a justiciabla interesi may reguest that the rasview
process be suspanded for 20 days. The examiner may grant a reguest for
suspengsien only if he or she has determined that the party has demcnastrated
that good cause exists Por such suspension. ’

{(2) Effactive date of the LRIC study. The sffective date of the LRIC study
shall ba the date it is approvad by iha presiding axaminer,

{e? MNeotice reguirements. it least ten days bafore an LEC files any workplan
er LRIC study pursuyant to this section, tha LEC shall file with the commission
ang OPUC a nctice of its intent to fila such workplam or LRIC study and the
axpactad filing date. The LEC's notice shall indicate that the filing is being
made pursuanit to this seciion. The commission shall then publish notice of the
1L.EC's intent to file the workplam or LRIC study in the Texas Register.

{p) Pricing rule. Within 182 days of ths effective date of this section, the
commission shall initiate a rulemaking proceseding tc develep a pricing
methodelogy for LEC services that is consistent with the cost infermation
obtained under this saction.

This agency hereby certifias that the rule as adopted has been raviswed by .
legal counsel and found to be a valid exercise of the apancy’s legal authority.

Igsued in Austin, Taxas, on August 19, 1993,

TRD-93227671 John Renfrow
Secratary of the Commissicn
Public Utility Commission of Texas

Effactive dats: September 18, 1993
Proposal publication date: April 6, 1993
For further information, please call: (§12) 4S8-9100
An agancy may take final action on a section 28 days after a proposal
has been publishad in the Taxas Register. The ssciticn becomes effective 28 days
after tha agency files tha corrsct document with the Texas Register, unless a

later daie iy spacified or unless a federal statuis or regulation reguires
implamantiation of the acticn on shoriar notice,

If an agency adopts the szection without any changss to the proposed text, only
the preamble of the notice and statament of legal authority will be published.
If an agency adepis the secticn with changes io the proposed text, the proposal
will be republished with the changes.
END OF OOCUMENT
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