
BEFORE THE TENNESSEE REGULATORY AUTHORITY 
(as Arbitrators} 

NASHVILLE, TENNESSEE 
JUNE 4,  1998 

IN RE: PETITION OF TELESCAN, INC. FOR ARBITRATION WITH 
UNITED TELEPHONE SOUTHEAST UNDER SECTION 252 
OF THE FEDERAL TELECOMMUNICATIONS ACT OF 1996 

DOCKET NO. 97-01334 

FINAL ORDER OF ARBITRATION AWARD 

This matter came before the Tennessee Regulatory Authority (the "Authority") upon 

the Petition of Telescan, Inc. ("Telescan") for arbitration of an interconnection agreement 

with United Telephone Southeast ("United") pursuant to Section 252 of the Federal 

Telecommunications Act of 1996. This Final Order of Arbitration Award embodies the 

decisions made by Chairman Lynn Greer, Director Melvin Malone, and Director Sara Kyle, 

acting as Arbitrators, during the Arbitration Conference held on October 21, 1997, and 

constitutes the valid, binding, and final decision of the Arbitrators. 

STATEMENT OF THE CASE 

Telescan filed its Petition for Arbitration with the Authority on July 9, 1997, 

requesting the Authority to arbitrate two unresolved issues arising fiom negotiations involving 

an interconnection agreement with United. By its Order of August 14, 1997, the Authority 

granted the request for arbitration and the Directors agreed to hear the matter acting in the 

capacity of arbitrators. The parties agreed to be bound by the Authority's expired Public 

Necessity Rules for Arbitration which had been promulgated for use in the BellSouth/AT&T 

Arbitration (Consolidated Docket Nos. 96-01 152 and 96-0 127 1). At the August 19, 1997, 



Authority Conference, the Directors appointed the Authority's Associate Counsel, H. Edward 

Phillips, 111, to act as Hearing Officer in this matter. 

The Hearing Officer convened a Pre-Arbitration Conference on September 1 I, 1997. 

At the Pre-Arbitration Conference, the Parties agreed to submit the following two issues to 

the Authority for arbitration: 

1. Whether Telescan should receive an additional discount on resold services when a 
company such as Telescan utilizes its own operator and directory assistance services. 

2. What is the proper non-recumng charge that United should bill Telescan for the 
use of each end office that is utilized to route calls to Telescan operators? 

The Parties also agreed to submit Issue No. 2 to mediation. United requested that Dr. Chris 

Klein serve as the mediator. Telescan stated that it would accept Dr. Klein, if appointed. 

At the September 23, 1997, Authority Conference, the Authority approved the request 

for mediation and appointed Dr. Chris Klein to serve as mediator. A mediation session was 

held on September 24, 1997, however, the Parties were unable to resolve their dispute. 

Thereafter, this matter proceeded to an Arbitration Conference on October 2, 1997. 

THE ARBITRATION CONFERENCES 

The first Arbitration Conference in this matter was held on October 2, 1997, before 

Chainnan Lynn Greer, Director Melvin Malone, and Director Sara Kyle, acting as Arbitrators. 

The Arbitration Conference was held in the hearing room of the Authority, 460 James 

Robertson Parkway, Nashville, Tennessee and was open to the public at all times. This 

Arbitration Conference was convened for the purpose of hearing oral testimony on the two 

issues which had been defined by the parties and submitted to the Arbitrators. In advance of 

the Conference, Telescan pre-filed the testimony of Stan Mosley, President of Telescan. 

United pre-filed the testimony of Laura A. Sykora, Regulatory Affairs Manager for Sprint's 



Mid-Atlantic Operations, and David E. Maas, Manager of Network Design and Translations 

for Sprint Corporation. Mr. Mosley, Ms. Sykora, and Mr. Maas appeared at the October 2nd 

Conference and were subjected to cross-examination on their pre-filed testimony. During the 

Conference, the Arbitrators requested the parties to file post-hearing exhibits. Each party filed 

post-hearing exhibits on October 7, 1997.' Each party filed its Final Offer with the Authority 

on October 14, 1997. When this matter could not be resolved through settlement, it 

proceeded to a second Arbitration Conference. 

On October 21, 1997, the Arbitrators convened a second Arbitration Conference for 

the purpose of deliberating and rendering a decision on the two issues presented to them. The 

Arbitrators deliberated and decided on each of the two issues in the following manner: 

1 In addition, on Oclobcr 10, 1997, both parries filcd bricfs addressing issues of discrimination raiscd during 
lhc Confcrcncc. Tclcscan asscrtcd that if Ulc wholcsalc discount offcrcd by Unitcd was b a d  on a 
mcthodology diffcrcnt from that dcvclopcd by thc Aulhority and applicd Lo BellSouth, then discrimination 
wouId rcsull from lhc Aulhorily applying onc standard lo compctiton in BclISouth's tcrrilory and a diBercn1 
aandard lo rcwllcrs purchasing scrviccs from Unitcd. Thc Arbitrators' dccision to apply in this case the 
mcthodology devclopcd in thc BcllSouth arbitration rcndcrcd moot Telcscan's claim of discrimination. United 
r a i d  a dilkrcnt discrimination claim, asscrling that the Authority's Final Ordcr in Dockcl No. 96-01331 
cstablishcd a singlc discount ralc for all Unitcd scniccs rcsold by olhcr carriers. United claimcd that if 
Tclcscan rcccivcd a largcr discount than its olhcr resellcn, Unilcd would be providing to two diBcrcn1 ml lcrs  
identical scniccs al diffcrcnt rates. Houmcr, thc Final Ordcr rclicd upon by Unilcd mtcd that the singlc 
wholcsalc discount applicd to thc rcsale of services that included opcrator serviccs and &rectory assislana. 
Unitcd's claim of discrimination was withoul mcrit bccausc thc smiccs being offcrcd for rcsale to Telescan do 
not includc opcrator scn4ccs and dircuory assistana and thcrcfore, arc no1 idcntical. A copy of the 
Ordcr in Dockct No. 96-0 I 3  3 1 is attachcd to his Ordcr as Exhibit A. 



lSSUE NO. I: 

WHETHER TELESCAN IS ENTITLED TO AN ADDITIONAL WHOLESALE 
DISCOUNT BEYOND THE 12.7% ESTABLISHED 1N THE AVOIDABLE COST 
DOCKET (TRA NO. 96 - 01331) WHEN IT USES ITS OWN OPERATORS AND 
DIRECTORY ASSISTANCE FACILITIES AND, IF SO, THE AMOUNT OF THAT 
DISCOUNT. 

C C  

The Arbitrators voted unanimously to resolve Issue No. 1 by utilizing the 

methodology established in the BellSouth/AT&T arbitration (Consolidated Docket Nos. 96- 

01 152 and 96-01271). [A copy of an excerpt fiom the fi 

Awards. containing the Authority's decision on Issues 22 and 23, is attached to this Order as 

Exhibit B.] In response to a discovery request made by Telescan, United submitted what its 

discount rate would be, using that methodology, for a requesting telecommunications semce 

provider who provided operator and directory assistance services itself. Using that 

methodology, United calculated a discount of 19.89 percent. The Arbitrators voted 

unanimously to adopt this methodology in this arbitration and to apply the discount rate of 

19.89 percent. 

ORDERED: 

1. That the methodology utilized in the BellSouth/AT&T arbitration 

(Consolidated Docket Nos. 96-01 152 and 96-01271) to set BellSouth's unbundled wholesale 

discount percentage is hereby applied to this proceeding and that, consistent with that 

methodology, Telescan, based on its use of its own operator and directory assistance services, 

is entitled to a discount of 19.89 percent in its purchase of service fiom United. 



ISSUE NO. 2: 

WHEN UNITED PROVIDES CUSTOMIZED ROUTING TO TELESCAN'S 
OPERATORS AND DIRECTORY ASSISTANCE FACILITIES, WHAT SHOULD BE 
THE PRICE OF SUCH CUSTOMIZED ROUTING? 

In deliberating on Issue No. 2, the Arbitrators noted that because United had not 

provided detailed support for its proposed customized routing price, a permanent price could 

not be established at this time. The Arbitrators voted unanimously to utilize a proxy price of 

$5.00 per line class code to conform with the BellSouth/AT&T arbitration.* 

ORDERED: 

2. That, in the absence of a permanent price for the customized routing requested by 

Telescan, a proxy price of $5.00 per line class code, consistent with the proxy price 

established in the BellSouth,AT&T arbitration, is hereby placed into effect and shall be the 

price charged by United to Telescan for selective routing. 

1 Thc Arbitrators notcd that Unitd could gain insight from Lhc wmplction of thc currcnl Pcrmancnt Prices 
Dockc4 (No. 97-01262) and should bc cncouragcd lo postponc its filing or any cost audics lo dctcrrninc 
pcnnancnt priccs until complction of that dockct. 



CONCLUSION: 

The Arbitrators state that the decisions made on October 21, 1997, are considered 

rendered when voted upon that day. The Arbitrators conclude that the foregoing Final Order 

of Arbitration Award reflects a resolution of the issues presented by the parties for arbitration. 

The Arbitrators conclude that their resolution of these issues complies with the provisions of 

the Federal Telecommunications Act of 1996, and is supported by the record in this 

proceeding. 

TENNESSEE REGULATORY AUTHORITY, BY 
ITS DlRECTORS ACTING AS ARBlTRATORS 

CTOR S 

ATTEST: 

KB h)& 
EXECUTIVE SECRETARY 



APPEARANCES: The following appearances were entered at the Arbitration Conferences 
held on October 2, 1 997 and October 21, 1997: 

James B. Wright, Esquire, Sprint Mid Atlantic Telecom, 141 11 Capital Boulevard, Wake 
Forest, North Carolina 27587-5900, appearing on behalf of United Telephone-Southeast, Inc. 

Henry Walker, Esquire, Boult, Cummings, Conners & Berry, PLC, 414 Union Street, Suite 
1600, Nashville, Tennessee 372 19, appearing on behalf of Telescan, Inc. 



BEFORE THE TENNESSEE REGULATORY AUTHORITY 

FINAL ORDER IN DOCKET NO. 96-01331 

THE AVOIDABLE COSTS OF 
PROVIDING BUNDLED SERVICE FOR RESALE 

BY 
LOCAL EXCHANGE TELEPHONE COMPANIES 

EXHIBIT A 



BEFORE THE TENNESSEE REGULATORY AUTHORITY 

Janwy A, 1997 Nashville, Tennessee 

IS RE: THE AVOIDABLE COSTS OF PROVIDING BUNDLED SERVICE FOR 
RESALE BY LOCAL EXCHANGE TELEPHONE COMPANIES 

FINAL ORDER Ih' DOCKET NO. 96-013a 

L INTRODUCTION: 

A properly convened hearing (the "Avoidable Costs Hearing") was held in the 

above-captioned matter on Monday, September 30, 1996, and continuing until Wednesday, 

October 2, 1996, in the hearing room of the Tennessee Regulatory Authoriry (the "Authority"). 

460 James Robertson Parkway, Nashville, Tennessee before Chairman Lynn Greer, Director 

Melvin Malone, and Director Sara Kyle. The Avoidable Costs Hearing was open to the public at 

all times? 

The purpose of the Avoidable Costs Hearing was to hear oral testimony on the 

issues to be &cided in Docket No. 96-01331. At the Status Conference in this matter held on 

Wednesday, August 28. 1996, and the Re-Hearing Conferences held in connection with this 

I 
matter on September 5, 1996 and September 1 I ,  1996, the Directors and the panics &ermined 

and agreed that the issues to be &cided in Docket No. 96-01331 were 1) what are the 

. appropriate wholesale rates for BellSouth or Sprint-United to charge when h a 1  Service 

Competitors purchase BellSouth's or Sprint-United's retail services for resale? and 2) must 

appropriate wholesale rates for BellSouth's and/or Sprint-United's services subject to resale qua1 

. . 
1 ?he appearances entered a1 the Avoidable Cons Hearing aft recorded on the last page of h e  order. 

I 



BeUSouth's or Sprint-United's rr?tail rates. less d dinct and indirect costs related to retail 

functions? 

On Thursday, November 14, 1996, a properly convened conference was held in 

this matter in the hearing room of the Authority in order to allow the Directors to deliberate and 

xcach a determination of the issues presented in Docket No. 96-01331 (the "Avoidable Costs 

Conference*'). The Avoidable Costs Conference was open to the public at all times? 

. APPLICABLE LAW AND THE PURPOSE OF THE AVOIDABLE COSTS 
PROCEEDING: 

A. LAW'S OF THE STATE OF TENNESSEE 

In 1995, the General Assembly of the State of Tennessee enacted Public Chapter 

408 in order to encourage the development of "an efficient, technologically advanced, statewide 

system of ttlecornmunications senices by permitting competition in aU telecommunications 

markets, and by permitting alternative forms of regulation for tclecornmunications senices and 

telccamrnunications services providers." (Secdon 1 of Public Chapter 408 of the Acts of 1995, 

codified as T.C.A. Q 65-4-123 entitled "Declaration of telecornrnunications services policy**). 

Under Section 8 of Public Chapter 408 of the Acts of 1995, M i e d  as T.C.A. Q 65-4-124 

entitled "Adminjseative Rules*', the Authority is required in T.C.A. Q 65-4-124(b) to "promulgate 

rules and issue such orders as necessary to implement the requirements of [T.C.A. Q 654124(a)] 

and to provide for unbundling of senice elements and functions, terms for resale, interLATA 

presubscription, number portability, and packaging of a basic local exchange telephone service or 

unbundled features or functions with senices of other providers." T.C.A. Q 654124(a) states 

' Thc Avoidable Costs Hearing. the Avoidable Cosu Conference. and all other open meetings held by the 
Auhority in connection with Docket No. 96-01331 arc hcreinafier sometimes collectively refared to as the 
"Avoidable Costs Rocceiling." 



that "[a]U telecommunications services providers shall provide nondiscriminaulry interconnection 
. *  C 

to their public networks undcr reasonable terms and conditions; and all telecommunications 

providers shall, to the extent that it is technically and financially feasible, be provided desired 

features, functions and services promptly, and on an unbundled and nondiscriminatory basis from 

all other telecommunications services providers." 

-The Authority commenced Docket No. 96-01331' as part of its duty to facilitate 

the implementation of the State of Tennessee's tcltcornmunications services policy and to 

promulgate rules and issut orders as necessary to implement the requirements of T.C.A. 8 65-4- 

B. FEDERAL LAWS- 

I . .  1996, the Fcderal Telecommunications Act of 1996 (the "Act") was passed, 

signed into law, and became effective and the Federal Communications Commission (the "FCC') 

issued its First Repon and Order in CC Docket No. 96-98, Jn the Matter of Implementation of the 

Local Competition Provisions in the Telecommunications Act of 1996. Pursuant to Section 

251(c)(4) of the Act, incumbent local exchange carriers are required "to offer for resale at 

wholesale rates any ulecommunications service that the carrier provides at mail to subsaibers 

who are not tclecommunications carriers ......" Issues arising out of this Section of the Act, 

including the two issues raised in this Docket No. 96-01331, wen prcsenttd to the Directors, 

acting as Arbitrators pursuant to the Act, as a part of the arbitration proceedings between AT&T 

' The Tennessee Public Scnicc Commission opened Docket No. 96.00067 at rhc beginning of 1996. Docket No. 
96-00067 was also entitled 7 h c  Avoidable Costs of Providing Bundled Services for Rcsalc by Local Exchange 
Tclcphone Companies" and was opened for l h e  purpose of wisfying Ihc requirements of T.C.A. 8 65-4-124(b). 
Docket No. 9600067 was no1 recommenced before the Authority because the parties thereto failed u> stipulate that 
the record in Docket No. 9660067 could be 117~1~femd to the Authority after the Tcnncsret Public Senice 
Commission ceased to exisl on June 30. 19%. 



and BeUSouth in Docket No. 96-01152 and the arbitration procdmgs between MCI and 

BeUSouth in Docket No. 96-01271. Therefore, it was agreed that the record presented in this 

Docket No. 96-01331 was to be made a part of the record in Docket No. 96-01152 and Docket 

No. 96-01271 as well and that the decisions reached in the Avoidable Costs Proceeding would be 

recognized and adopted as part of the decisions in the arbitrations. 

IU DISCUSSION: 

In order to rtach the appropriate wholesale rates for BellSouth and/or Sprint- 

United to charge when the Local Service Competitors (and all other local service competitors) 

purchase resale services from BeUSouth and Sprint-United for resale, the Directors followed a 

three step process. First, they made a series of general decisions, second, a series of decisions to 

establish the accounting mechanism, and third, they calculated and approved a wholesale discount 

The general decisions were that m wholesale discount should apply to all services 

subject to resale, in other words, there should not bc a different rate for residential, business, or 

other categories, that the wholesale discount was to be a set percentage off the tariffed rates, not 

a fmcd dollar amount, and that the senices subject to nsale were bundled services and include 

operator services and directory assistance. 

In order to establish the accounting mechanisms, the Directors found that the 

wholesale discount percentage should be based on (Tennessee) intrastate =venues and expcnses4; 

that the expenses in Accounts 6611, 6612, 6613, and 6623 art directly avoided; that, for 

BellSouth. approximately eighty (80%) percent of the expenses in the accounts named directly 

above are avoided; that, for Sprint-United, approximately eighty-three and one half (83.5%) 

' QIivinnan G m ,  in making his motion on this matter. stated that it was appropriate for the Auaoriry to base its 
decisions in Docka No. 96-01331 on expenses and revenues incurred and gencmed in ~ennesstc because rhat was 
the State over which it had jurisdiction. 



percent of the expenses in the accounts namcd directly above are avoided; that the expenses in 

Accounts 6121,6122,6123,6124,671 1.67 12,6721,6722,6723,6724,6725,6726,6727, and 

6728 are indirectly avoided; that the percentage of indirect expenses avoided is calculated as a 

ratio of directly avoided expenses to total direct expenses; that, for BellSouth, approximately 

fiftetn (1546) percent of the expenses in the accounts namcd in the indirect category arc avoided; 

that, for Sprint-United, approximately twelve and sixty one-hundredths (1 2.60%) percent of the 

expenses in the accounts named in the indinct category are avoided; that "Uncollectible 
I 

Revenues" recorded in Account 5301 arc treated as indirect expenses and arc avoided at one 

hundred (100%) percent; and that the wholesale discount shall be calculated as a ratio of total 

avoided expenses to total operating expenses. 

Finally, based upon the method of caIculating the wholesale discount as the ratio of 

total avoided expenses to total operating expenses, the Directors found that the wholesale 

discount for BellSouth should be sixteen (168) percent and for Sprint-United should be rwelvc 

and seventy one-hundredths (12.706) percent. 

Based upon the entire record in Docket No. 96-01331 and the applicable federal 

and state laws, the Authority reached the conclusions set forth below: 

IT IS THEREFORE ORDERED: 

1. That one wholesale discount shall apply to all services subject to =sale5; and 

' Seveml partics advocated the adoption of more than one discount rale for each incumbent local exchange 
company. 7he Authori~y did not adopt this position. As examples of lestimony supponing b e  approach taken by 
lhe Aulhoriiy. see Transcript of Tennessee Regulatory Hearing. Volume N. Tuesday. Ociober 1.1996. page 110, 
lines 6-1 1. lestimony of Pauicia A. McFarland. witness for AT&% Tramrip1 of Tennessee Regulatory Hearing. 
Volume V. Tuesday. Ocmber 1.1996. page 235. lines 10-12. lestimony of Augua H. Ankurn. witness for MCI: and 
Transcript of Tennessee Regulatory Hearing. Volume VI. Wednesday. Octoba 2.1996. page 70. Sics I 1-25 and 
page 71. tines 1-3. tenirnony of Archie Hickenon, wimess for the Consumer Advocate. 



2. That the wholesale discount be, and henby is, established as a set percentage off 

the tariffed rates6; and 

3. That rhe decisions ltndercd in Docket No. 96-01331 and evidenced in this Order 

apply LO the resale of bundled services, which include operator services and directory assistance7; 

and 

4. That the wholesale discount percentage be, and htreby is, based on Tennessee 

intrastate rcvcnues and expenses8; and 

5. That the expenses in the following accounts, be, and hereby are, found to be 

directly avoided9: 

Account 661 1-Product Management, 

Account 6612-Sales, 

Account 6613-Product Advertising, and 

Account 6623-Customer Services; and 

Sprint-United advocated the adoption of a set dollar amount off of the retail price rather lhan a percartage 
discount. m e  Authority did no1 adopt this position. As an example of teslimony supponing the approach taken by 
the Authority. SIX Tramrip of Tennessee Regulatory Hearing. Volume I. Monday. September 30,1996, page 256. 
lines 3-14, testimony of Walter S. Reid. wimess for Bellsoul. 

' As an example of testimony supponine the approach takcn by the Authority, see Transcript of Tennessee 
Regulatory Hearing. Volume 1. Monday, September 30.1996. page 27 3. line 25 and page 274. l i e  I, testimony of 
Walter S. Reid. wimess for BellSouth. 

I As an example of lenimony wpponing the position taken by the Authority. see Transcripl of Tennessee 
Regulatory Hwing. Volume V.Tuesday. Ocrober 1.1996. pages 235-243, testimony of August H. Anhun. wimess 
for MCI and Anachmenr 3, Direct Testimony of August H. Ankum Before the Tennessee Regulatory Authority on 
Behalf of MCI d a d  September 10.1996- 

AS an example of testimony supponine the approach taken by the Authoriry, see Transcript of Tennessee 
Regulatory Hearing. Volume VI, Wednesday, October 2,1996. page 37. l ina 14-18. testimony of Archie 
Hickason, wimess for the Consumer Advocale. 



6. That for BellSouth, approximately eighty (808) percent of the expenses included 

in the accounts named in Paragraph 5 above an and 

7. That for Sprint-United, approximately eighty-he and one-half (83.5%) percent 

of the expenses included in the accounts named in Paragraph 5 above ~IZ avoided"; md 

IL mat the expenses in the fo~owinp accounts. be, and hereby ui, found to 

indirtctly 

Account 61 2 1-Land and Buildings, 

Account 61 22-Furniture and Artwork, 

Account 61 23-Office Equipment, 

Account 6 126General Purpose Computer, 

Account 67 1 1-Executive, 

Account 67 12-Planning, 

Account 6721-Accounting and Finance, 

Account 6722-External Relations, 

Account 6723-Human Resources, 

Account 672dhfonnation Management, 

Account 6725-Legal, 

Account 6726-Procurment, 

'O 'ihe percentage determined in Paragraph 6 is based upon proprietary information submitted by the parties to rhe 
Avoidable Costs hceeding. Such information is the subject of a Protective Orda. 

I' The percentage delemined in Paragraph 7 is based upon proprietary information submitted by the panies to the 
Avoidable Cosu heed ing .  Such information is the subject of a Protective Order. 

. . 

11 As an example of testimony supporting the approach taken by the Auhority. tee Tanscript of Tennessee 

Regulawry Hearing. Volume VI. Wednesday. October 2.1996, page 38, lines 1-6. ustimony of Archje Hickerson. 
wimtss for h e  Consumer Advocate. 



Account 6727-Research and Development 

Account 6728-Chher General and Adminiseativc; and 

9. That the percentage of indirect expenses avoided is calculattd as a ratio of directly 

rvojded expenses to total direct expenses1'; and 

10. That for BellSouth, approximately fifteen (15%) percent of the expenses included 

in the accounts named in Paragraph 8 an avoided"; and 

11. That for Sprint-United, approximately twelve and sixty one-hundredths (12.60%) 

percent of the expenses included in the accounts named in Paragraph 8 arc avoided"; and 

12. That "Uncollectible Revenues" recorded in Account 5301 are treated as indirect 

expenses and an avoided at one hundred (100%) percent6; and 

13. That the wholesale discount be, and hereby is, calculated as a ratio of total avoided 

expenses to total operating expensest7; and 

13 As examples of testimony suppofiing the approach taken by the Authoriry. see Transcript of Tennessee- 
Replalory Hearing. Volume IV, Tuesday. October 1.1996. page 1 16, lines 4-25 and page 117. Lines 1-14. 
cslimony of Patricia A McFarland, wimess for AT&T; Transcrip~ of Tmesset Regulatory Hearing. Volume VI, 
Wednesday. October 2,1996, page 41. lines 16-25 and page 42. lines 1-21, testimony of Archie Hickerson, wimess 
for lhe Consumer Advocate: and Transcript of Tennessee Regdaory Hearing, Volume Vl, Wednesday. October 2. 
1996. page 54. lines 5-8. testimony of Archie Hickerson. witness for the Consumer Advocate. 

m e  percentage determined in Paragraph 10 is based upon proprietary infonnation submitted by rhe parties to 
rhc Avoidable CON heed ing .  Such infamation is Ihc subject of a Protective Order. 

'%e pcmnlage determined in Paragraph 11 is based upon proprietary information submitted by the panics lo the 
Avoidable Costs Proceeding. Such information is the subject of a Protective Otda. 

" As examples of testimony supponing the approach taken by the Aulhority. see T ranscxipt of Tennessee 
Regula~ory Hearing. Volume IV. Tuesday. October 1,1996. page 138, lines 2-8. testimony of An Lcrma, wimess 
for AT&T; Transcript of Tennessee Regulamy Htaring, Volume V. Tuesday, October 1, 1996, page 240, lines 13- 
20. testimony of Aupn H. Ankum. wimess for MU. 

" As an example of testimony supporting the approach laken by the Authoriry. see f ranscripl of Tennessee 
Regula~ory Hearing. Volume V. Tuesday. October 1.1996, page 245. lines 4-10. testimony of August H. Ankurn, 
wimess for MCI. 



14. That the wholesale discount for BcUSouth be, and hereby is, sixteen (16%) . ( 
percent; and 

IS. That the wholesale discount for Sprint-Uda be, and hereby is, twelve and 

seventy one-hundredths (1 2.708) perant; and 

16. That any party aggrieved with the Authority's decision in this matter may 61e a 

Petition for Reconsideration with the Authority within ten (10) days from and after the &a of 

this Order, and 

17. That any pany aggrieved with the Authority's decision in this matter has the right 

of judicial review by filing a Petition for Review in the Tennessee Court of Appeals, Middle 

Section, within sixty (60) days fsom and aftcr the date of this Order. 

ATTEST: 



APPEARANCES: 

Guy h4. Hicks. Esquire. General Counsel-Tennessee, 333 Commerce Sueet. Suite 2101. Nashville, Tennessee 
37201 -3300 and Fred McCallum. Esquire. and Thomas B. Alexander. Esquin. 675 Wesl Peachme S m l ,  Suie 
4MO. A h a  Georgia 30375-0001. appearing on behalf of BellSouth Tdecommunications. Inc. ("BellSouth*). 

Carolyn T a m  Roddy. Esquire. ~ G r n e ~ ,  Stare Regulatary. 3100 Cumbutand Circle. Atlanta Georgia 30339, 
rppwing on behalf of Sprint Communications Company, LP. ("Sprint"). 

lames Wright. Etquin. Senior Ammey. 1411 1 Capital Boulevard, Wake -st Nonh Carolina 27587-5900. 
apptaring on behalf of Onired Telephone-Southeast 0. 

Herriu ~ p r i a t  and U ~ h t d  have berm jointly referred to as "Sprint-United". 

James Fdvey. Esquire. 131 National Business Parkway. 1100. Annapolis Junction. Maryland 20701. appearing on 
behalf of American Communications Services. Inc. rACSI'l. 

G. 7lomas Mchenon. Esquire. Bmharn-Lake, 6000 Poplar Avenue. Suite 401, Memphis. Tennessee 38119. 
appearing on behalf of ATS of Teruresstt. L K  (-ATS"). 

Val Sanford. Esquire. and John Knox Walkup, Esquire. GuIleti, Sanford, R o b i o n  & Martin. 230 Fourth Avenue. 
N.. 3rd Floor. P.O. Box 198888. Nashville, TCM~SSCC 37219-8888 and James Lamoureux, Esquire and Thomas 
Lemma. Esquite. 1200 Ptarhvee Street. Atlanta. Georgia 30309. appearing on behalf of AT&T Communications 
of the Soulh Cenaal States. Inc. ("ATBrT). 

Vincent Williams. Esquire. Second Rour. Cordell Hull Building, 426 Fifth Avenue Nonh. Nashville. Tennessee 
372434500. fonntrly located a1 1504 Parkway Tower, 404 James Robauon Parkway. Nashville. Tennessee 
372434500. appearing on behalf of the Consumer Advocate Division of the Offin of the Attorney General (the 
Tonsuma Advcmc"). 

Jon E. Wings .  Esquire. Boult, Cummines. Conners & Bary. PLC. 414 Union Satt t .  Suiu 1600. Nashville, 
Tennessee 37219 and Michael Huuy. Esquire. Senior Counsel, 780 Johnson Ferry Road. Atlanta. Georpia 30875. 
appearing on behalf of MCI Telecommunications Corporation ("MCI"). 

Dana Shaffer. Esquirc. 105 Malloy Swct. #300, Nashville. TCMCSSCC 37201. appearhe on behalf of NEXTLINK 
of Tennessee. LLC ("Nextlink"). 

T. G. Pdppas, Esquire. Bass. Bary Br Sims. 2084 Fml Amtrican Center. Nashville. Tennessee 37238. appearing 
on behalf of the Coalition of Small Local Exchange Companies. 

Charles Welch. Jr.. Esquire. Farris. Mathews. Gilman. Brannan & Hellen, 511 Union Sotet. Sui* 2400. 
Nashville. Tennesec 37219. appearing on behalf of Time-Wama AXS of T'nntssee. L.P. {Time-Warner"). 

Herrim ACSI, ATS, AT&T. MCI. Time-Warner. Nextlink, u d  the CanUioa of Small Lon1 Exchange 
Companies have btca rr ferred to coUectively as "LoCa1 Senice Competitors." 



BEFORE THE TESSESSEE REGLZATORY AUTHORITY 

January 23, 1997 

S E C O S D  A S D  FISAL ORDER O F  ARBITRATIOS AWARDS 

I3 THE ~IATTER OF THE NTERCOSSECTIOS AGREEMEST 
~ E G O T I A T ~ O ~  BETM'EES ATAT COMMCSICATIO~S OF THE SOLTH 

CEXTRAL STATES, Pic. ASD BELLSOLTH TELECOMMCh'lCATIOSS, ISC. 
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ISSUE 2 2  MUST APPROPRUTE WHOLESALE RATES FOR BELLSOUTH 
SERIYCES SL'BJECT TO RESALE EQUAL BELLSOLTH'S RETAIL 
RATES LESS ALL DIRECT A\cP INDIRECT COSTS RELATED TO 
RETAIL FUNCTIONS? AND 

BSUE 23: WHAT ARE THE APPROPRUTE PC'HOLESALE RATES FOR 
BELLSOLTH TO CHARGE %'HEN AT&T OR MCI PURCHASES 
BELLSOUTH'S RETAfL SERMCES FOR RESALE?" 

The Atbiuators chose lo consider Issues 2.2 and 23 together. The Arbitrators 

decided. in Docket No. 96-01331, entitled "Ihe Avoidable Coru of Roviding Bundled Senices 

for Resale by Local Exchanee Te!ephone Companies:' that h e  rppropriau wholcsaIe discount for 

BcUS~urh's bundled sen.ice is sixuen (169)  percent. The Arbjuators rnswtrcd the question 

pnsenwd. by a unrnimous vou, that the appropriate rate for BellSouth to chuge when AT67 or 

MCI puchrsts BtUSouth's bundled =rail strvias for n s d e  is rht mail rate less a uholtsalt 

discowt of dxrten (160)  ptrcent M'jthin the context of the Arbiuation, by a vote of two to on:. 

aizh Dirtttor Slalon: dissenting, the Arbioators also decided u, set m rdditiond djscouni rate for 

BellSouth mail  sen-ices of twenty-one and My-dx one hundredths (21.561) per in!  wh:n 

operator servicts and duector). assistance ate not bundled. In sercing this additional rare. 

Qlainnvl Greer nottd that unbundling operator strvices and director). assiswce would nor 

change tht mtthodolog~ adopud by the D i m o r s  in Docktt No. 96-01331 to set the avoided 

cost discount. It would, however, change the calculation of the avoided cost discount 

A copy of fit Fural Order in Dockt1 No. 9601331 brnachtd hento u Awhmcnt "B". b delemining the 
wholede br:oun~ a1 uhi:h local service cornpealon will k able t o p u r ; h e  scmca 6om B:USourh for ndt .  
Chairman G~eer n ~ d e  t h e e  moIjlons in Docka No. 96.01331 u h k h  ~rc de~r ibcd  in the Fural Order. The fun 
morion deal1 wid issues g~ouprd in whar ht called 'cenenl Swemenls." ?At next motion cgn:erntd a sgond sei 
of iouts grouped into wta l  he c&l)ed Ihc " A u o w ~ ~ ~ E  M ~ t i i m s "  used to dturminc rhc aholtralt &:OWL 
The final molion was b e  propored dcrtnnhtion of the wholccale disaunt pcnenuge for BeIlSoub. 



including one hundred (1009) percent of Account 6621 "OIU Completion" md Account 6622 

"Numkr Sewiccs" u M y  avoided expcnsts. 'his c h g t  would have the a p p r o h e  

adtiitiolul e f i a  of inmasing Ihe mount of toul expenses that ut directly avoided to cighrydvt 
* 

GSaF )pmnt md the mount of mul exptnses that uc indirectly rvoided to twenty md om-half 

(20.58) pcrctnL Tddng these two changes into consideration inmrsed the proposed discount 

to wtntj-one md fifty-six one hunbtbths (21.S65) percent 

Director Mdone, in expnssing his dissenting view, rued that dkcctory usisunce 

war m n t l y  a pan of basic lo& sem'ct in the Sure of Tenmssee and should not k unbundled 

for suone policy reasons, namly, that directory rssistanu should remain bundled until the 

conclusjon of the FCC's Univerd Services and Access Chuges procudings. He suggesud an 

ddixicna! discount rate of sevenken md sixuen one-hundredths (17.169) percent when d p  

opttaror services art unbundled. 

ORDFRED; 

57. That h e  Arbinators hereby take official norice of the decisions rrachtd in -- . 
Docket So. 96-01331, including qwifically the  methodology used to dtunnint b e  wholesale 

discount of sixuen (164) percent for bundled s t h i u s  md that the wholesale discount for 

bundled retail senices sold by BtUSouth be. and henby is, set rt sueen  (164) percent using $&id 

S8. That the Arbitrators k ~ b y  set the wholesale discount for =rail senius ,  

sold by BellSouth, where operator services and dinctory assistance ur: not bundled at twenty-one 

and fifry s ix  one-hundredths (21 365%) percent 



Intcrconntcrion Apwmnt thirty (30) drys akr tk entry of be Arbbtws* kd ordu. TtK 
*. 

Arbiuators conclude that the foregoing Smnd ud Ed Order of M i r a t i o n  A d ,  h & g  tht 

TESTESSEE REGL'LATORY ALTHOmY,  BY ITS 
DIRECTORS ACTmG AS ARBITRATORS 
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