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Part II of the Feder al Telecommunications Act of 1996 (Act) , 
P. ~. 104-104 , 104th Congress 1995, set s forth provisions regarding 
the development of competitive markets in the t elecommunications 
industry. Section 251 of the Act deals with interconnection with 
t he incumbent local exchange carrier, and Section 252 sets forth 
the procedures for negotiat ion, a r bitration, and approval of 
agreements . 

Section 252 (b) addrasses agreements arrived through compulsory 
arbitration . S~cifically, Section 252(b) (1) states: 

(1) Arbitration . - During the period from the 135th to 
160tb day (inclusive) after the date on which an 
incumbent local exchange carrier receives a request for 
negotiation under this sect ion, t he carrier or any other 
party to the negotiation may petition a State ~omrnission 
to arbitrate any open issues. 
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Sectjon 252(b) (4) (c) states that the State commission shall 
resolve each issue set forth in the petition and response, if any, 
by imposing the appropriate conditions as requi red. This Section 
requires this Commission to conclude the resolution of any 
unresolved issues not later than 9 months after the date on which 
the local exchange carriet· received the request under t his section. 

On February 8, 1996, MFS Communications Company, Inc. (MFS) 
began 1egotiations with Centr ~l Telephone Company of Florida and 
United Telephone Company of Flor' ..!.c~ (collective l y Sprint). On July 
17, 1996, MPS filed a pet ition . ..,questing that the Commission 
arbitrate various issues in its negotiations with Sprint . The 
Commission must, therefore, resolve t he issues in this docket by 
November 8, 1996. 

The Initial Order Establishing Procedure identified the key 
procedural events and set the hearing for s~ptember 19-20, 1996. 
~Order No. PSC-96-0964 - PCO -TP, i ssued July 26, 1996. 

A Prebearing Order was issued establishing the list of issues. 
~Order No. PSC-96-1154-Pl!O-TP, issued September 17, 1996. 

On August 8, 1996, the Federal Communications Commission (FCC) 
released the Pirat Report and order in cc Docket No. 96·98 (Order). 
This Order established the FCC's requirements for interconnection. 
unbundling and resale based on their interpretation of the Act. 

On September 18, 1996, this Commission requested a at;;y o f the 
FCC's Order with the 8th Circuit Cour t of Appealo. 

On September ~7 1996, the Order was tempordrily s•ayed. Oral 
arguments were heard or. October 3, 1996, and a s tay wa~ granted on 
Octo~r 15, 1996 on ~ection 251(i) and the pncing ponion of the 
Order. Staff is providing a recommendation based on the Act, and 
a recommendation based on complian~e with the FCC 's Order in case 
the stay is lifted after the appeal process is over. This approach 
will provide the moat expedient way to get a Commission decision if 
the stay is lifted. 

On tbe day of the hearing, September 19 , 1996, MF'S and Sprinr 
announced that they had reached agreement resolving moat of the 
issues in MFS' a r bitration petition. MPS withdrew the resob·ed 
issues from its arbitration pet ition. As a r e sult of this 
agreement, tr~ only issues left for arbitration are Issues 2 Conly 
with respect to transport), 3, 5, and 14 (approval of the 
agreement) . 
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The only unresolved portion of Issue 2 is whether MFS can 
charge Sprin' for transport . Based on the Act and the Order, staff 
believes MF~ cannot charge Sprint for transport since it does not 
perform this function . 

Issue 3 of this recommendation addresses the pricing of 
unbundled loops and the cross-connection element. The parties 
agree that Sprint will provide MFS with unbundled loops at the 
FCC's proxy of $13.68 unti l Sprint develops an accept able TELRIC­
based pnrma.nent price . Staff recommends t hat , under the Act , this 
$13.68 _oop proxy should no t be geographically deaveraged due t o 
insufficient cost information . r: ~he stay of the Order is lifted, 
staff recommends that the $13 . 68 rare s hould be deaveraged, in the 
interim, i r. to the same three zones d~ Sprint's special and switched 
access density zones . However, s taff recommends that the interim 
loop rates should be the san.e for f>ac h zone since there was 
insufficient cost information to justJ.fy a different rate for the 
different zones. Staff recommends t hat the int~rim cross ­
connection rates should be $0.68 ~or a DS - 0, $3 . 18 for a DS-1, and 
$16.75 for a DS-3 . This cross-connection should be subject to a 
retroactive true-up. 

Issue 5 addresses MFS' proposal for the handling of 
Information Services traffic. Staff has recommended that MFS' 
proposal be adopted, with the exception that no carrier should be 
allowed to deduct or retain for itself any portion of the amount s 
due an Information Service Provider (ISP) unless that carrier has 
a signed agreement with that ISP . Staff believes this is 
consistent with the Act and the Order . 

Issue 14 deals with the Commission's arbitration of the 
unresolved issuet in this proceeding which has been .;;onducted 
pursuant to the directives and criteria of Sections 251 and 252 o f 
the Telecommunica;:ions Act of 1996. Staff reco mmend s a post­
arbi tration procedc.re for approval of the parties wri~ten agreement 
implementing the Commission's decision. 
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DISCVSSIQH OP ISSQJS 

ISSQJ 2: ~hat is the appropriate reciprocal compensation rate and 
arrangement for local call termination between MFS and Sprint 
Onited/Centel? 

RJCOMKRNDATIQN: The parties have agreed to provide local 
i n terconnection on a reciprocal basis using the proxy rates 
establish ed in the FCC' a Order . The only unresolved i ssue is 
whether MFS can charge Sprint a loc l interconnection rate that 
includes an element for transp rt. Based on Section 
251 (d) (2) 'A) (il of the Act, s t aff recommends that MFS not be 
allowed t o charge Sprint for transport. Staff believes this is 
also consistent with the FCC's Order . [SRRLFER) 

POSITIQN or PARIIIS 

SPRINT: The parties agree to provide local interconnection on a 
reciprocal basis using the FCC's proxy rates. The rate Sprint 
c harges MFS will consist of tandem s witching, transport, and end 
office s witching . Sprin t opposes paying MFS a rate that includes 
a n element for transport unless MFS provides a transport facility. 

Hla• Under the FCC Interconnection Order, 
compensation for local call terminat ion and 
symmetrical and reciprocal to the rate Sprint 
call termination and transport. 

1'1FS is entitled to 
transport which is 
receives for local 

STAFF AHALXSIS: The parties have agreed to provide l~cal 
interconnection on a reciprocal basis using the proxy rntes 
established in the FCC's Order. The only unresolved issue is 
whether MFS can charge Sprl nt a local interconnection rate that 
includes an element for tran.1port. 

MFS states that it has a difference of interpretation in the 
application of local termination compE>nsation than Sprint. (Devine 
TR 124) Witness Devine states that MFS uses forward-looking 
technology which combines end office and tandem switching 
functionality within the same switching fabr ic. Even though the 
witness indicates that there is no discret~:ly defined transport 
elements in terms of the historical sense of the definition of 
transport, he contends that MFS could actually be incurring the 
same costs and transporting the same call, the exact same distance 
between the exact same two customers in the same building. MFS 
argues that it is just the architecture that id different, and that 
MFS is using a forward-looking technology that does not requlre a 
tandem, end-office hic:::archy of switching . (TR 126) 
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Witness Devine states that MFS is providing an equivalent 
facility. (TR 137) The witness emphasizes that th~ FCC rules are 
clear that if MFS is providing equivalent facilities it should 
receive reciprocal compensation, and part of that compensation is 
for transport. (TR 1 35) MFS contends that Sprint should 
compensate MFS for the eamu function it is performing for ~print. 
( 'LR 64 ) 

MFS also argues that it is entitled to receive tandem 
switching charges when its sw1 tcr lS 1.n the same ge0<3raphic areas 
as an ILEC. (TR 81-82; Orde r at 1 1090) The witness states that 
Section !11. 711 (a) (3) provides t hat as long as a new e ntrant's 
s witch serves approximately the same area as the ILEC switch, the 
new entrant is entitled to receive co mpensation based on the call 
t ermination rate pluo the tandem differential, or S . ooss per minute 
of use. (TR 114) 

MFS provided additional arguments in its brief in regard to 
the Order. In summary, MPS etates that the FCC Order presumes 
requiremente for symmetrical and reciprocal compensat ion between 
incumbent LECs and non-incumbent LECs. (Order at 1 1085-1090) MFS 
argues t hat the FCC Rules provide for an exception to the 
requirement for reciprocal compensation for local call transport 
and termination only where the competitive LEC requests such 
exception and makes a showing that its costs are greater than the 
incumbent LBC's cost. ~ §51.711(b) MPS states in its brief 
that this c learl y is not the case here. Accordingly, MFS argues 
that the Commission should reject Sprint • s effort to depri .•e MFS of 
reciprocal compensation for local call transport and termination. 

I t is Sprint • t position that the Act, the Order .md t he Rules 
require Sprint to c~~pensate MPS for local interconnection elements 
only if MFS actually provides the transport element o r an 
equivalent element. MFS concedes that it will not provide a 
transport or equivalent element when termi nating Sprint's loc a l 
traffic in the Winter Park/Maitland service area. (Devine TR 125-
126) 

Sprint states that traditionally. and as contemplated by the 
Act and the FCC's Order and Rul es , • transport• conoists of Lhe 
facility linking a carrier's tandem s witch to its en i o ffice 
switch. (EXH 4 ; ~ .a.l.Ji..g S 5l.70l(c)) There may a ) so be a 
separAte tran9port facility linking each end o ffice subtending a 
tandem switch. (TR 127) 

Sprint argues tha t MFS does not provide transport. Contrary 
to MFS ' representation that its network archite cture employs t andem 
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switches and distance-re~oved, subtending local end offices that 
will employ a network architecture which incorporates but one 
switch that includes tandem and end office functions, it still does 
not provide transport. (EXH 5) MFS believes this network 
architecture is more et f icient, but since the total length the 
tr~ffic must be carried under either architecture is the same , MFS 
i o entitled t o the same local interconnection compensation, 
inclJding •transport,• even when MFS does not provide a •transport• 
faci _ity. (TR 138) 

Spr.int contends that liFS' ·gument fails for seoveral reasons. 
First, ueither the Act nor the FCC' s Order and Rules contemplates 
that the compensation for transporting and terminating local 
traffic be symmetrical when one pa1 Ly does not act•1ally employ the 
network facility for which it seeks compensation. MFS points to 
Section 51.70l(c) to support its contention that because MFS will 
perform an equivalent function it is entitled to the same 
compensati on as Sprint. (TR 138) Contrary to MFS' o assertion, 
however, Sprint states that Section 51.701(c) requires equal 
compensat1on only when MFS provides the equivalent fac lity to th~t 
provided by Sprint. (TR 136) As noted previously, MFS does not 
provide the same or equivalent transport facility. 

Spx·int also argues that this Commission can adopt MFS ' s 
request for compensation for the "phantom• local transport only if 
the Commission redefines •transport• to mean the facility from MFS' 
switch to its end user (the local loop) . MFS inaista that is 
should be compensated by Sprint for transporting the call from 
Sprint's customer t o MPS' end IJSer, taking into accour.t the total 
distance from HFS' switch to the end user. That diatance must 
include all, or a portion, of the local loop because MFS has no 
transport facil1ty to measure or bill for, and no way to calculate 
ito local transport costs. (EXH 6, pp 25-26, 67-70) Not only 
would MPS' definition of •transport• be inconsistent with the FCC' a 
Rules, adoption of such a definition would also seriously undermine 
the current access structure which requires the interexchange 
carriers (IXCs) to pay the carrier common line (CCLI charge for use 
of the local loop. (Cheek TR 259·260) 

Sprint also states thut during MFS' cross-examination of 
Sprint's witness Cheek, MPS' counsel suggested that Section 51.711 
requires symmetrical reciprocal compensation even when the ALEC 
does not provide a tranaport facility as MFS concedes it does not 
do in this case. (TR 265-266) Sprint contends that MFS' 
suggestion is inappropriate because it ignores the requirement of 
Section 51.70l(c) that an ALEC is entitled to transpo~t 
compensation only if it provides a transport facility or a facility 
equivalent to the ILBC's transport facility. Sprint also contends 
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that Sect. ion 51.711 onl}' applies when the ILEC and F\LEC are 
providing the same transport and termination services. Here, MFS 
concedes it is not providing Sprint with any transport service in 
connection with the termi nation of Sprint's local interconnection 
traffic, while Sprint is providing both the transport and 
termination services r e quired to deliver MFS • local 
telec ommunications traffic to Sprint's end users. (Uevine ~R l26) 

£print also believes t he FCC established a pl·oxy rate for 
transport separate from the tandem rate and, additionally, 
established different proxy rat es for direct and common transport. 
~ §51.513(cl (3) and (4) If the FCC had concluded that transport 
would be a compensation element regardl ess of whether transport was 
in fact provided, there would have been no need to set a proxy 
transport rate in the first place, nor would the FCC, in any event, 
have differentiated be:ween direct and shared transport and 
established separate proxy rates. Clearly, if MFS is not 
furnishing Sprint transport, the re is no way of knowing ho•"' c.o 
calculate the transport cha£ges as required by Section 51.513 (c) (3 l 
and (4) . 

Sprint argues that in view of MFS' total failure o! proof, MFS 
is not entitled to be compensated for transport as part of the 
local interconnection it will provide to Sprint . 

Staff believes that the Act is clear regarding reciprocal 
compensation. Section 252 (d) (2) (A) (il requires that this 
Commission shall not consider the t erms and cor.ditions for 
reciprocal compensation t~ be just and reasonable unless 

(i) such t e1ms and conditions provide for the mutual and 
reciprocal n ·covery by each carrier of costs ;,ssociated 
with the transport and termination on each carrier ' s 
network facilities of calls that originate on the network 
facilities of the other carrier . 

Since MPS does not perform a transport function , there is no cos• 
to recover. Therefore, based on Section 252(d) (2) (A) (i) of the 
Act , staff believes that MFS is not entitled to compensation for 
transport . 

This interpretation of the Act is also consistent with the 
FCC's Order. Section 51 .70l(c) defines rransport as the 
transmj ssion and any necessary tandem Rwitching of loc.al 
telecommunications traffic subject to Section 25l(b) (5) of the Act, 
from the interconnection point between the t wo carriers c.o the 
terminating carrier's end office switch that directly serves the 
called party, or equivalent f~cility provided by a carrier other 
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than an incumbent LEC. Since MFS has only one s .,..i tch, there 
techn.cally can be no tranaport. Staff agrees with Sprint that 
Section 51 .70l(c) requires equal compensation only when MFS 
provides the eguiyalent facility to that prov ided by Sprint . CTR 
136) Staff does not believe that MFS provides the same o.­
equivalent transport fac ility as Sprint. 

Staff's p c.Jition is further supported by the Order , which 
provides that at ~ s may ea~ablish transport and termination rates 
ir. the arbitraL. · .a process that vary accord i ng t o whether the 
tr.~ffic is routed through a t .ndem switch or directly to the end­
office s witch. (Order at , 10~0) The Order continues that states 
shall also consider whether new t echnologies (e . g., fiber ring or 
wirel~ss networks) perform funct~ona similar to those performed by 
a n incumbent LBC's tandem s witch and thus, whether some or all 
calls terminating on the new entrant's network should be priced the 
same as the sum of transport and termination via the incumbent 
LEC's tandem switch. (Order at , 1090) Staff believes the 
technology used by MPS is no different than the technology employed 
by Sprint. The only di fference between t he two compan ies is the 
size of the companies • operations, and not technologies used to 
provide transport . Sprint's tandem switches provide efficient 
access to its end offices and customers served by the company. 
Without this tandem switching technology carriers wanting to 
i nterconnect with Sprint would have to go to each end office. At 
some point in t ime it may be nece ssary for MFS to establish a 
similar network architecture to serve multiple end offices , or 
actuall:1 use a new technology such as fiber rings or wireless 
networks to provide the function of transport. When that time 
comes , MFS should be allowed to charge for transport; however, 
currently it d~es not appear that MFS performs this function . 

Staff doe o1 not believe that the evidenc~ in the record 
~upports MFS' position that its switch provideo the transport 
element. The Act does not contemplate that the compensation for 
transporting and terminating local traffic be symmetr1cal when one 
party does not actually use the network facili c y for which it seeks 
compensation. This interpretation is also consistent with the 
FCC's Order. Accordingly, staff recommends that MFS should not 
charge Sprint for transport because MFS does not actually perform 
this func t ion. 
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ISBVBJt Is it appropriat~ for Sprint to offer the following 
unbundled loops, and if so, at what rate: 

a. 2-wire analog voice grade loop; 
b. 4-wire analog voice grade loop; and 
c. 2-wire ISDN digital grade loop 

RJ!lCOMK'5NQATXONt Yes. Staff recommends that interim rates for 
each type of loop should be $13.68 as agreed to by t.te parties. 
~ased on the Act, staff recommends that this interim rate should 
m•t be geographically de ave aged . Staff further recommends that 
S)trint provide the cross-connection element at the following 
interim rates: 

DS-0 Cross-Connect - $ 0.68 per month 
OS-1 Cross-Connect - $ 3.1e per month 
OS-3 Cross-Connect - $16.75 per month 

Staff further recommends that the interim cross-connect ion rates 
should be subject to a true-up when Sprint's TELRIC cost studies 
are filed and evaluated by the Commission . 

If the stay of the FCC Order is lifted, staff recommends that 
the $13.68 rate should be deaveraged, in the interi~ . into the same 
three zones as Sprint's special and switched access density ~ones . 
However, staff recomm.ends that the interim loop rates should be the 
same for each zone. Staff recomtnends that the interim cross ­
connection rates should be set at the above rates .nd s ubject t? 
the tr 1e -up . [CBASB] 

POSitiON OP PARTIIS 

MJ:1U Until .:print produces an ?CC mandated TELRIC study, the 
parties have aJr~ed that the Commission should avply the FCC proxy 
ceiling o f $13.68 for an unbundled 2-wire loop. MFS bel ieves that 
the rate must be de averaged over three or more ~ones. The 
Commission should also establish an interim cross-connect rate of 
$0.21 per month. 

SPRINT! The parties agree that Sprint will provide MFS with 
unbundled loops at the FCC's proxy prices until Sprint develops 
acceptable, cost-based perm1nent prices. Sprint does not. believe 
it is required or appropriate that the loop proxy pr .~-ces be 
geographically deaveraged. Sprint will, however , provide 
geographically deaveraged permanent u.nbundled loop prices. Because 
the FCC did not establish a proxy fo r unbundled cross-connection, 
the Commission should use Sprint's tariffed col locat ion rates 
during the interim. 
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STAPf .&NALXSIS: Both MFS and Sprint agree that 2-wire analog voice 
grade loops, 4-wire analog voice grade loops, and 2-wire ISDN 
digital grade loops should be unbundled. Both parties agree that 
the FCC proxy of $13.68 will apply until total element long run 
incremental cost (TELRIC) rates can be established. (Harris TR 181; 
Cheek TR 253) The dispute between MFS and Sprint in this issue is 
whether the $13 . 68 proxy ohould be geographically deaveraged. 
(11arris TR 191; Cheek 256·257) The other unresolved issue regards 
th! inter im pricing of the cross-connection element. 

Geographic I>eayeraging 

liPS argues that the FCC's Order is clear that the proxy of 
$13 . 68 must be geographically deaveraged. (Harris TR 191) 
However, the Order and Rules f o£ this requirement are currently 
stayed. Because of the stay, staff will discuss thi& issue based 
on both our interpretation of the Act a nd the FCC Order. 

The Act, in Section 252(d), contains t he pricing standards for 
unbundled network elements. Section 252 (d) ( 1) • Interconnection a'1d 
Network Element Charges, states: 

Determinat ions by a State commission of the just and 
reasonable rate for the interconnection of facilities and 
equipment for purposes of subsection (c) (2) of section 
251, and the just and reasonable rate for network 
elements for purposes of subsection (c) (3) of such 
flection--

(A) shall be -
(i) based on the cost (determined without 

reftrence to a rate-of-return or other rate -based 
proc~eding) of providing the interronnection or 
network element (whichever is applicable), and 

(ii) nondiscriminatory, and 
(B) may include a reasonable profit. 

Staff believes that the Act could be read to allow geograph1c 
deaveraging of unbundled elements; however. staff doee not 
interpret the Act to remd re geographic deaveraging. Therefore, if 
the stay of the FCC Order is not lifted , the interim proxy of 
$13.68 should not be geographically deaveraged since there has been 
no cost evidence presented to support such deaveraging. 

MPS argues that the Florida $13.68 proxy l oop rate must be 
geographically deaveraged. (Harris TR 191) MFS bases most of its 
testimony on the FCC's Interconnection Order. MFS asserts that the 
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Order, at Paragraph 784, states che proxy of $13. 68 must be 
geogr<.phically deaveraged: 

[W} e allow states to determine the number of density 
zones within the state, provided that they designate at 
least three zonea, but require that in all cases the 
weighted average of unbundled loop prices, with weights 
equal to the number of loops in each zone, should be less 
than the proxy ceiling set for the statewide &verage loop 
cost set forth in Appendlx D. 

Sprint agrees that p:ermancnt loop rates should be deaveraged; 
howeve~ . not until it is allowed to produce deaveraged rates based 
on TELHIC cost studies. (Cheek TR 273-274) Sprint disagrees with 
MPS' interpretation of the FCC Order and states that it does not 
believe the proxy is required to be deaveraged because it makes no 
sense. (TR 254-255) 

The FCC's rules are not clear on whether the proxy should be 
geographically deaveraged . Section 51.507(() states: 

State commissions shall l!lstablish different r aces for 
elements in at least three defined geographic areas 
within tbe scace to reflect the geographic cost 
differences. 

(1) To establish geographically-deaveraged rates, 
state commissions may use exiscing density-related 
zone plans described in Section 69.123 of this 
chapter, or c.ther such cost-related zone plans 
estab:ished pursuant to state law. 

Sprint argu~s that the Order states that cost-based prices of 
unbundled loops should be deaveraged and that the FCC ' s Florida 
proxy of $13.68 is not a cost-based price. (Cheek TR 272) Sprint 
asserts that it is committed to submitting TEh~IC-baoed unbundled 
loop prices on a geographically deaveraged basis, consisting of 
several geographic zones. (TR 273-74) Sprint's witness Che<!k 
states that until TELRIC-based rates can be set, provision of 
unbundled loops using the FCC's proxy of $13.68 without any 
geographic or zone density deaveraging is both fair and 
appropriate. (TR 271-272) 

Sprint states that even if the Commission were to conclude 
that the FCC Order and Rules authorize the deaveraging of t he FCC's 
proxy price into three zones, there is no evidence in the record to 
support deaveraged prices except the flawed methodology presented 
by MFS witness Harris. (Harris TR 145) 
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K0 S proposes that the Co~ssion derive zones by clustering 
wire :enters by average loop length. MFS proposes the 
establishment of three zones. MFS states that loop length is the 
principal cost driver for loops, mea ning shorter loops (those 
typically found in metropolitan areas) cost less than longer loops 
(those typically found in rural areas). (Harris TR 170, 175 , 187) 
MFS states that the unbundled loops in Zone 1 are the least costly 
to provide, and recommends a deaveraged pric~ of $7.56 per 
~1bundled loop per month. MFS proposes a rate of $11.85 for Zone 
2. MFS states that Zone 3 should include the wire centers which 
are most costly to provide and L~commends $22.54 per unbundled loop 
per month. (Harris TR 186-187; EXH 8, DNP-5, p 15) MFS also 
proposes that no zone should contain less than 25% of the wire 
center11 or more than SOt of the wire centers. These proposed rates 
are not based on any underlying c.ost studies. These rates are 
based on KPS' proposed method of deaveraging of the FCC proxy. 
(EXH 8, DNP-5) 

Sprint points out that if the Commission were to adopt MFS' 
proposed deaveraging methodology, 81 of Sprint's 101 wire centers , 
including Maitland, Naples, a nd Tallahassee, would be included in 
M:PS' proposed zone 3. (EXH 8, DNP-5; Harris TR 189-190) Sprint 
asserts that the sot of the Sprint wire centers in Zcne 3 violates 
MFS' own criteria that zones consist of roughly 25 to SO percent of 
the total loops. (Harris 'l'R 176-177) Sprint states Lhat MFS' 
proposed Zone l includes only 11 Sprint wire centers. This zone 
includes Kingsley Lake which has a density of 3 loops per square 
mile, while the average loop density in Florida is 300 loops per 
square m~le. (EXH 8, DNP-Sl MFS witness Harris agreed that loop 
density is one criteria that could be used to determine loop cost, 
but MPS did not consider loop density in its methodology. (TR 187-
189) Sprint afl&'lrts that even though MFS' proposed c:ieaveraging 
methodology and rt>commended loop prices might be beneficial to 
Sprint during tt:.e interim, Sprint still does not believe it is 
appropriate to geographically deaverage t he FCC proxy price. 

Staff agrees tha~ Section 51.701(f) of the FCC's Rules does 
no~ make it clear if the Florida proxy o f $13.68 should be 
deaveraged; however, staff believes that paragraphs of t he Order 
regarding deaveraging clarify the intent of the rule. Staff 
believes that the plain language of paragraph 784 of the Order , 
quoted above, makes it clear that the FCC requires that the proxy 
be deaveraged. 

While staff believes that the FCC's intent was to deaverage 
the proxy, staff believes it is not appropriate to use MPS' 
proposed deaveraging methodology because of the lack of sufficient 
data in the record. MPS' proposal produces absurd results by 
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placing some of Sprint's largest and most dense wire cente rs in the 
hi!lh cost rural Zone 3 . 1 EXH 8 J 

Staff believes a better method of establishing int~rim 
deaveraged zones i s to use Sprint • s currently tar if fed special 
access and switched access zones. (EXH 10, pp. 109 and 129) These 
zones are based on the number of DS-1's per wire center. Staff 
believes that this measure is appropriate for interim zones. 
However, staff does not believe there is sufficient cost evidence 
in the record that ~ J.d allow the $13.~8 to be properly 
deaveraged. Therefore , L recommends that the interlm rate for 
unbundled loops should ue _ same for each zone. This comports 
with the Order and the FCC's Rules, which state that the average o f 
the rates for the three zones must be no higher than the $13.68 
proiC)'. 

Staff recommends that Sprint should continue to develop TELRIC 
cost studies in order to establish permanent loop rates that can be 
deaveraged based on cost. Sprint should file the appropriate cost 
information so that permanent cost-based deaveraged loop rates can 
be established. 

Crouo-connoction clement 

The unbundled cross-connection element is the facility which 
links the unbundled loops furnished to MFS to MFS' collocated 
equipment in the Sprint wire center. (Harris TR 178) MFS propoees 
a.n Illinois cross-connect rate, for the interim, of S. 2l per month . 
(Harris TR l. 79) On the other hand, Sprint propose a to use its 
prev!.ously-approved Flori da virtual collocation cross- connectic:1 
elements in the interim. (Cheek 256-257) 

MPS pro~oses that the $. 21 per crosa-conner ':ion per month rate 
apply to all types of cross-connections. (Harcis TR 178) ~print 
proposes the tariffed cross-connection rates, which vary depending 
upon the type of cross-connection requested: DS-0 is $1.30 per 
month; DS-l. is $4.45 per month; and OS- 3 is $53 . 55 per month. 
(Cheek TR 256-257; EXH 10, p. 147) Sprint also states that it will 
produce a TEL.RIC st•Jdy for the cross-connect, and proposes a true­
up when cross-connection rates are finalized. (TR 218 ) 

MPS' proposed interim rate of $.21 per cross - conne~tion is 
based on a.n Ameritech tariffed rate . (Harrls TR l f> OI Sprint 
argues that the Commission shoul d not base the interim r ate on th: s 
Amoricech tariffed rate because MFS has not demonstrated th~t the 
rate is cost-justified or even representative of the same cost 
structure as Sprint. (Cheek TR 275) Sprint also produced and 
offered to MFS during negotiations some price ranges for the cross-
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connection which were based on prel iminary TELRIC studies. The 
ranges for the preliminary TELRIC-based rates are: $.35 to $1 . 00 
for DS-0; $1.35 to $5.00 for DS-1; and $13 . 50 to $20.00 for DS-3. 
(Cheek TR 277-278; EXH 10 , p 102) 

Staff believes that the preliminary TELRIC studies, which 
should approximate TSLRIC, should be used to set the i n terim cross· 
conne~tion rates instead of the currently tariffed virtual 
collocation cross- connection rat fl. Staff believes that these 
studies are appropriate to set i nterim rates since these rates are 
more closely based on costs t han the tariffed rates. Staff 
recommends that the middle rar.ge of the p reliminary TSLRIC studies 
ehould be U3ed as interim rates. Therefore , staff recommends that 
Sprint provide tne cross-connection element at the following 
interim rates: 

OS-0 Cross-Connect - $ 
os-1 Cross-Connect - $ 
DS-3 Cross-Connect - $ 

0.68 per month 
3 .18 per month 

16.75 per month 

Staff further recommends that the interim cross - connection rates 
should be subject to a true-up when TELRIC cost studies are f i led 
and evaluated by the Commission as agreed to by the part1es. The 
true-up will, as the FCC states in its Order," ... ensure that no 
carrier is disadvantaged by an interim rate that differs from the 
final rates established pursuant to arbitration. (Order at , 1066) 
Staff is not requiring Sprint to file TSLRIC studies since the 
parties have agreed to use TELRIC. Staff believes that these 
interim rates are appropriate under both the Act and the Order. 
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ISSUJ 5: What are the appropriate rates, terms, and conditions, if 
any, for billing, collection, and rating of information services 
traffic between MFS and Sprint? 

RJCOMKBNPAIION: MFS's request for information to bill and collect 
its customers should be defined as a network element , and the LECs 
tobuld provide it. MFS' s proposal should be approved with the 
exception that no telecommunications carrier should be allowed to 
deduc t a charge for billing from the amounts due an Information 
Service Provider ( ISP), unless Lb. t carrier has a signed agreement 
with that ISP. 

All local carriers who have entered into arrangements with 
ISPs, should rate calls to ISPs when requested to do so by other 
local carriers. The Commission's policy goal shoulj be to make the 
rating and billing arrangements for information services traffic 
transparent to the end user. Therefore, local carriers should not 
block calls to ISPs simply because there is no contract with the 
ISP. [NORTON] 

POSITIONS OP PARTIES 

Hll• MFS proposes that when its customers pla~e calls to 
information service providers (ISPs), Sprint provide MFS rating 
information on the call pursuant to Sprint's existing agreements 
with those ISPs. MFS will then bill and collect from its 
customer. I, remitting appropriate amounts to Sprint. 

SPRINT: Sprint does not agree that it is Sprint's responsibility 
to act as MFS's intermediary with information services providers. 
This issue was ~reviously decided by this Commission in Docket No. 
950985-TP, Orde.- No. PSC-96-0668-FOF- TP, page 39. Noth1ng has 
changed since the Commission's prior decision to require any 
revision. 

STAfF ANALYSIS: Staff's recommendation is based on its 
interpretation of the Act, which in this case , is also consistent 
with the Order. 

MFS has proposed a specific treatment for the handling Crating 
and billing) of end user calls to Information Services Providers 
(!SPa). Nl1 and 976-XXXX are typical numbers associatea with 
information services. End users might dial, for example, 311 to 
reach a sports report from an ISP. The LEC will bill the end user 
a prearranged charge for that call, and remit the amount to the lSP 
less a specified fee for billing and collecting . The end user 
charge and the billing and collection fee are specified in a 
contract between the ISP and the LEC. 
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In this proceeding, MFS has proposed an arrangement to be used 
if one of its customers calls an ISP which has a contract with 
Sprint but not with MFS. MFS proposes that it send the call detail 
to Sprint, who will rate the calls according to the contract it has 
agreed to with tbe ISP, and send the rated call detail back to MFS. 
MPS will then bill its own customer, and remit the money to Sprint 
less $.05 per minute for handling, less uncollectibles. (Devine TR 
~ E l MPS has proposed that this be a reciprocal arrangement in the 
event it decides to provide an information serviceR plat form. (TR 
56) 

MFS argues that it requires tnese arrangements because it does 
not have the resources to set up contracts with ISPs at the same 
time that they are setting up their own services. (TR 120) MFS 
further argues that absent this arrangement , calls from its 
customers to ISPs may be blocked . (TR 113) Alternatively, if the 
calls are not blocked, then MFS customers will be confused if they 
receive a bill from Sprint instead of from MFS. (TR 57) MFS also 
argues that if MFS provides an ISP platform f or Sprint customers , 
MFS would require access to Sprint billing names and addresses if 
billing and rating information were not exchanged. (TR 57) In 
addition, MPS states that its proposal constitutes a request for an 
Onbu.ndlt~d Network Element as defined in both the l>ct and the Order 
(~ §153(29); Order at, 262) . In both the Act and the Order, an 
unbundled network element includes "information sufficient fo1 
billing and collection," which is what MFS argues it is proposing 
here. Sprint witness Cheek acknowledged that Sprint must honor any 
technically feasible request for an unbundled network element. 
(Cheek Tit 263) 

Sprint arg\•es first that ISP traffic is not an unbundled 
network element under Section 251 of the Act. Sprint further 
argues that MFS' .1 proposal is just an attempt to piggy-back on 
Spr int' s relation~hip with an ISP. Sprint notes that MFS does not 
contend t.hat this is a LEC monopoly function, and that its proposal 
was made because MFS has not yet entered into contracts of its own 
with ISPs. (TR 120-121) 

Sprint suggests that MFS be required to negotiate its c..h·n 
contracts with ISPs. Sprint offers tariffed access to information 
services, such as N11 or 9?6, such t hat the end user can dial a 
c~e or a number to be connected to the ISP's network . Sprint may 
also provide billing and collection for the ISP. Sprint will 
record the call, bill the end user the tari ffed charges, and remit 
the revenues to the ISP less a billing and collections fee. All 
this is done pursuant to a contract entered into between Sprint and 
the ISP. Under MFS's proposa l, MFS would bill its end user, deduct 
ita coats and deliver the balance to Spr i nt for ultimate de livery 

- 16 -



'• . 

DOCXBT NO. 960838-TP 
DATB: October 18, 1996 

to the ISP. (Devine TR 119) Sprint would prefer that MFS set up 
its own arrangements with !SPa, and rdte and bill its own 
cust.omers• ISP calls . Sprint notes that it currently has its own 
agreements with ISPs who are located in BellSouth' s adjoining 
service area but who will oerve Sprint customers. (Cheek TR 264) 
Sprint believes t hat MFS should do the same. 

Both parties have valid points. Staff agrees wi th MFS that 
from an end user's perspective, a seamless network is preferable. 
lUI we move into a more com~,. ti tive world, with multiple providers 
t1erving one local area, thl.a. Commission should promote cooperation 
among these providers to prov1de the services that end users want 
without needless delays and blockages. Staff also agrees with 
Sprint that it is inappropriate for MFS simply to assume a right to 
Sprint's contract with an ISP. 

MFS admitted at hearing that it had not yet attempted to 
approach ISPs to discuss billing and collection contracts. (Devine 
TR 120-121) MFS stated that it intendEd to do so in the future but 
tbat it wanted information services to be available to its 
customers as soon as it offers service. (TR 120) 

Based on the above, staff recommends that MPS's request for 
call detail sufficient to bill and collect its customers should be 
defined as e network element, and Sprint should provide it. MFS' 
proposal should be approved, with the exception that no carrier 
should be allowed to deduct or retain for itself any portion of tte 
amounts due an ISP, unless that carrier has a signed agreement with 
that ISP. 

All local carriers who have entered into arrangements with 
ISPs, should rate calls to ISPs when requested to do so by other 
local exchange carriers. The Commission's polic·1 goal should be to 
make the ratinJ and billing arrangements for information services 
traff ic transparent to an end user. Therefore, local carriere 
should not block calls to ISPs simply because there is no contract 
with the ISP. This recommended approach should provide an 
incentive to ALECs to enter into their own cont ract s with ISPs as 
quickly as possible. 
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liflllL..lit Should the agreement be approved pursuant to Section 
252(e) of the Act? 

SP.RIN'rr Yes. Any i nterconnection agreement adopted by negotiation 
or arbitration must be submitted to the Florida Public Service 
Commission for approval. 

Mli• Any negotiated agreement MFS and Sprint execute, as well as 
any arbitrated resolution of the issues withdrawn should be 
aoproved by the Commisslon unde r the standards set forth in the 
1.196 Act. 

&ICOMMBNDATIQN; Yes. The Commission 's arbitration of the 
unree?lved issues in this proceed1ng has been conducted pursuant to 
the directives and criteria o f Sections 251 and 252 of the 
Telecommunications Act of 1996. Pursuant to Section 252(e), the 
parties should submit a written agreement memorializing and 
implementing the Commission's decision within 30 days of issuance 
of the Commission's arbitration order. Within 30 days of 
submission o f the agreement, staff sho~ld review the agreement , and 
if it comports with the Commission's arbitration decisions, the 
agreement shall be deemed approved without furtber Commission 
action. If the agreement is not consistent with the Commission ' s 
arbitration decision, staff should bring the agreement to the 
Commission for review. If the p a rt ies cannot agree to the language 
of the agreement, they shall each submit their version of the 
agreement, and the Commission will decide on the language that best 
incorporates the substance of the Commission's arbitration 
decision. [BROWN] 

STAff AN)LXSIS: Section 252(el of the Act sets out the standards 
for approval ::,}' state commissions of interconnec:t ion agreements 
adopted by negotiation or arbitration. The section provides, in 
pertinent part. that any interconnection agreement adopted by 
negotiation or arbitration must be submitted for approval t o the 
state commission. The state commission musr. approve or reject the 
agreement, with written findings concerning any deficiencies. The 
state commission mar only reject an agreement adopted by 
arbitration if it finds that the agreement does not meet the 
requirements of section 251, t he regulations promulgated by r.he FCC 
pursuant to section 251, or the pricing provisions delineated in 
section 252(d) of the Act. Section 252(e) (4) of the Act provides 
that the Commission must act to approve or reject the arbitrated 
agreement within 30 days after its submission by the parties for 
approval . (See Attachment A) 
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Stal' f submitted this issue for the Commission • s decision in 
this arb:tration proceeding for t wo reasons: 1) to confirm that t he 
substanti.ve decisl.ons the Commission has made in the case comply 
with the criteria for decision prescribed in section 252(e); and, 
2) to recommend a post -arbitration procedure by which the parties 
shall submit a written agreeme nt for approval that memorializes and 
implements tbe Commission' s arbitration decision. 

We believe that the Comml.asion's decision in Issues 2, 3, and 
5 con plies with the critena f .-1· approval in 252 (e) (2) (B). We 
recornTi1end that the parties should submit written agreement 
memorializing and implement i ng the Commission's decision within 30 
days of issuance of the Commission 's arbitration order. Within 30 
days of submission of t he agreement, staf f should review the 
agreement, and if it comports with the Commission s arbitration 
decisions, the agreement shall be deemed approved without further 
Commission action . If the agreement is not consistent with the 
Commission's arbitration decision, staff should bring the agreement 
t o the Commission for review. If the parties cannot agree to the 
language of the agreement, they shall each submit their version of 
the agreement, and the Commission will decide on the language that 
best incorporates the substance of the Commission • s arbitration 
decision. 
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ISSUE i.~: Should this docket be closed? 

RBCOMMKNDATIQN: No. The parties should file an agreement with 
this Commission that incorporates the decisions made i n this 
arbitration process in accorda nce with Issue 14 . 
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Ste. 252 

(!) to preclude arrangements that afford th.e m\1· 
tua1 recovery of coats through the offsetting of recip­
rocal obligations, including arrangement£ that waive 
mutual recovery (auch u bill-and-keep arraDgements); 
01' 

(ii) to authorize the Commission or any State com­
miaaion to engage in any rate regulation proceeding to 
establUh with particularity the additional costs of 
tranaporting or tenninating c:a.ll.a, or to require car­
riers to maintain rec:orth with respect to the addi­
tional coats of such callr 

(3) 'WHOLESALE PRICES FOF TW.ECOMlruNJCATIONS Sl:RV· 
1 '28.-For the purpoaea of aectior: 25 l(cX4), a State commit· 
Jl2D aha}! detennlne wholeu.le raw• on thtUjula of retail rates 
cbarpd to 11\lrr for thetffllecomm cationt aervioe re­SllWt.rui. exclU iii i portion ereof attributable to any mar­
ketiJl&, bllling, collection, and other eost.J that will be avo!ded 
by the local eXchange c:a.rrier. 
(e) APPRoVAL BY STATE COVVJAAION.-

(1) APPRoVAL RBQUIRED.-Any interconnection agreement 
adopted by negotiation or arbitration ahall be aubmitted for ap­
proval to the State comminion. A State commiuion to which 
an agreement la aubmitt.ed shall approve or reject the agree­
ment, with written findings u to any deficienciea. 

(2) GROUNDS FOR REJECTJON.-The State commiuion may 
only reject.-

(A) an qreement (or any portion thereof) adopted by 
negotiation under auheection (a) if it finds that-

(l) the qreement (or portion thereof) diacrimi­
nates against a telecommunications carrier not a party 
tothe~t;or 

(il) the implementation of such agreement or por­
tion la not ~t with the public interest, conven· 
ience, ana neceuity; or 
(B) an quement (or any portion thereof) adopted by 

arbitration und'lr auhlection (b) if it finds that the agree· 
ment doea not meet the requirement. of aectlon 251, in­
cluding the regulations preacrlbed by the Commiaaion pur­
auant to aec:tion 251, or the atandarda aet forth in aub­
leetion (d) o.f this aec:tilln. 
(3) Plu:sE.RvATlON OF AtmfORJTY.-Notwithatand.ing para­

graph (2), but aubject to aection 253, nothlnlf in this section 
ahall &:hibit a State commiaaion ft.>m estabhahlng or enforc­
ing o ~~menta o.f State law in ita review of an a~­
ment, includUlB requ.l.ring compliance with intrastate tele­
communicatlon.a service quallty atandarda or requirements. 

(4) ScHEDULE FOR DECJBION.-If the State commiaaion doea 
not act to approve or reject the .,reement within 90 daya after 
aubmiaaion by the partiea of an a,reement adopted by negotia­
tion under 11\lbaect.ion (a ), or within 80 days after aubmiuion 
by the partiea o.f an agreement adopted by arbitration under 
aubsect.fou (b), the agreement ahail be deemed approved. No 
State court ahall have jurladiction to review the action of a 
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State c:omml•slon in approvlnl or rejecting an agreement 
under UU. teetion. 

(6) Co!OIISSION TO ACT IF STATE WILL NOT ACT.-lf a State 
c:ommluion faila to act to cany out ita reapon.tibllity under this 
aectlon in -:!rnr.~~'!fJ or other matter under this aec:tion, then the Co ion a i.uue an order preempting the State 
c::ommlaaion'a juriadiction of that proceeding or matter within 
90 daya after being notified (or taking notice) of such failure , 
and ahall auume the reaponalblllty Of the State c:ommiulon 
under UU. aec:tion with respect to the proceeding or matter and 
act for the State CODlDll&lion. 

(6). REviEw OF STATE COMM18810N ACTlONS.-ln a cue in 
. which a State faila to act u described in pa.J118!'1lph (IS), the 

proceeding by the Commiuion 1der such paragraph and any 
Judic::lal review of the Cotnmiaaio . .'• action. aball be the uclu­
aive remedies for a State c:ommlu lon'a failure to act. In any 
cue in which a State commiuion makea a detennination 
under UU. section, any party qgrievod by auch detenninatloo 
me, bring an action in an appropriatt. Fodera! d.i.atrict oourt to 
determ.ln.e whether the agreement or .t.atement meeta the re­
q_ulrementa of MCtion 261 and thia aec:tion. 
(f) SrATEWENTS OP GENERALLY AVAILABLE TERUS.-

{1) IN OENERAL.-A Bell operating oompany may prepare 
and file with a State Cl(m!mlaa!on a atatement of the tel"llll and 
c:onc:Utlona that aucb oom~y offers within that 
Stata to c:omS!:~tt!'e ta of Mct.ion 261 and the rcwlatinna and the .tand.arcla applicable under tJU. aec:tion. 

{2) STATZ COVVJSSION REVIZW.-A St.a.te commiulon may 
not approve such .t.atemeot unleu auch atatement complies 
with aubaec:tion {d) of UU. Nction and aec:tion 261 and the reg­
ulatlona thereunder. Except u providod in section 263, oothirig 
in thia .MICtion ahall prohibit a State oommiuion from eatab­
li•hlni or enforcfna other requirementa of State law in ita re· 
view of auch .t.atement, including requiring compliance with 
intrutate telec:on munlcatiora 1ervice quality atandarda or re­
quirement.. 

{8) 8cHEDuLE POR uvmw.-The State commluloo to 
which a .t.atement ia submitted aball, not later than 60 days 
~.er the date of auc:h aubmlaaioo-

W complete the review of auch .t.atement under para­
graph (2) (fncludi.nsl any recotUiideration thereoO, unleaa 
the aubmlttlni carrfer qreea to an e:xtenalon of the period 
for auch review; or 

{B) permit auc:h .t.atement to take effect. 
{4) AUTHOlUTY TO CONTINUE REVIEW.-Paragraph (8) aball 

not preclude the State c:ommiuioo from oontinuing to review 
a atat.ement that hu been pennltted to take effect under aub­
pa.rqraph {B) of auch parq:raph or r'rom approving or c:IJB. 
approvina auch atatement under paragraph (2). 

{5) Dl.TI'Y TO NEGOTIATE NOT A.FFECTED.-The aubmiaalon or 
apJlroval of a .t.atement under thiJ aubaection ahall not relieve 
a Bell opentiJii oompany of ita duty to negotiate the temu and 
condition. o( an agreement under aect..lon 261. 
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