IX.	RESALE 



A.	The Resale Duty Under the Act



		The Act requires ILECs to make those telecommunications services which they provide at retail, available to CLECs at wholesale prices.  47 U.S.C. §153(46); §251(c)(4).  As the FCC has interpreted this language, state commissions are to determine the wholesale discount to be applied to each ILEC’s retail prices on the basis of that ILEC’s retail rates, "excluding the portion thereof attributable to any marketing, billing, collection, and other costs that will be avoided by the local exchange carrier."  Local Competition Order, ¶ 911; 47 U.S.C. §252(d)(3). The phrase "that will be avoided" has been interpreted by the FCC to include costs that are reasonably avoidable in the provision of wholesale service, rather than those costs that are actually avoided.  47 CFR §51.609(b).



		In Pa. PUC v. Bell Atlantic-Pa., Inc., et al.; Docket No. R-00963578, et al. (Order on the Supplemental Recommended Decision of ALJ Weismandel, entered on February 6, 1997) (Wholesale Discount Order), we established the wholesale discount for the resale of BA-PA’s retail services at 18.43 percent (with BA-PA providing operator services) and 20.69 percent (with the reseller providing operator services), with an additional five (5 ) percent discount for those resellers agreeing to indemnify BA-PA for the applicable Pennsylvania Gross Receipts Tax.  In so doing, we adopted in substantial part the methodology proposed by presiding ALJ Weismandel, who recommended as follows:



I recommend that the Commission adopt the methodology and criteria for an acceptable avoided cost study set forth in Appendix B - Final Rules, §§51.601-51.611 (inclusive) of the FCC Order as guiding, but not controlling, authority.  Further, I recommend that the avoided cost studies submitted by Bell,  AT&T, MCI, and OCA be evaluated on the basis of their adherence to the FCC Order methodology and criteria, with deviations being accepted to the extent that they are proven to result in a just and reasonable wholesale discount rate.  It is upon these bases that the balance of this Recommended Decision is written.



(November 20, 1996 Recommended Decision, slip op. at 42).�





		ALJ Weismandel’s approach was consistent with the FCC consideration of the issue.  The FCC, in its Local Competition Order, considered the range of reason�able rates for the wholesale discount and observed: 



The record before us demonstrates that avoided cost studies can produce widely varying results, depending in large part upon how the proponent of the study interprets the language of section 252(d)(3).  The criteria we adopt are designed to ensure that states apply consistent interpretations of the 1996 Act in setting wholesale rates based on avoided cost studies which should facilitate swift entry by national and regional resellers, which may include small entities.  At the same time, our criteria are intended to leave the state commissions broad latitude in selecting costing methodologies that comport with their own ratemaking practices for retail services.  Thus, for example, our rules for identifying avoided costs by USOA expense account are cast as rebuttable presumptions, and we do not adopt as presumptively correct any avoided cost model.



 (Local Competition Order, ¶ 909, note omitted).  (Emphasis ours).



B.	The Rural/Residential Resale Promotion



		The 1648 Petition advanced two (2) proposals relative to the resale obligations of BA-PA and GTE.  The 1648 Petitioners proposed the increase of GTE’s wholesale discount to a value equal to that currently in effect for BA-PA, i.e., 20.69 percent without operator services and 18.43 percent with operator services.  (1648 Petition, p. 22, ¶ 46). This aspect of the Petition will be addressed later in this section.



		The 1648 Petitioners also proposed that BA-PA’s wholesale discounts remain the same, except as set forth in a Rural/Residential Resale Promotion.  (1648 Petition, p. 22).  The specific terms of the Rural/Residential Promotion were explained at pages 22-23 of the Petition.  Essentially, the 1648 Petitioners advocated an increase of five (5) percent in the wholesale discount for BA-PA’s density cells 3 and 4.  (1648 Petition, p. 23).  Also, the 1648 Petition proposed additional discounts ranging from one (1) to two (2) percent, with a maximum of a six (6) percent incremental discount, for CLECs serving residential resale lines in density cells 1-3.  The availability of said additional discounts is pursuant to an eligibility formula contained in their plan which is, inter alia, based on the number of resold lines in density cell 4 (DC4 hereafter).  



		As noted in the Direct Testimony of Peter Bradford and Richard H. Silkman on behalf of the 1648 Petition:  



. . . the Rural/Residential Resale Promotion provision of the Senators/IXC Petition [Section K, ¶¶ 48-49] may be especially helpful in inducing competition where such competition is least likely to develop.  As detailed in the Senators/IXC Petition, this provision provides an increase in the resale discount for those CLECs that provide competitive local exchange service in the least densely populated regions of Pennsylvania.  These discounts are increased even further for those CLECs that emphasize service to residential rather than commercial or industrial customers.



(Senators’ Stmt. 1, pp. 21-22).

	 

		BA-PA objected to the 1648 Petition’s proposal.  BA-PA’s objections were based on three contentions.  In the Supplemental Direct Testimony of Daniel Whelan, BA-PA contended that the proposal would require BA-PA to provide its retail services to resellers at rates below the statutory standard for resale pricing.  Here, BA-PA took the position that the Commission set BA-PA's wholesale discounts based on costs that would be “avoidable” in a hypothetical scenario in which BA-PA provided no retail services.  Thus, the promotion proposed by the 1648 Petitioners would produce even greater discounts.  Secondly, BA-PA asserted that the resale promotion would not be in the public interest because it would give resellers an unfair, unearned advantage over facilities-based CLECs.  BA-PA noted that the Commission has previously concluded that too deep a wholesale discount will retard the development of facilities-based competition.  Finally, BA-PA cited to its proposed UNE platform offering which would, allegedly, increase the effective wholesale discount.  



C.	Rural/Residential Resale Promotion Disposition 



		On consideration of the record, we conclude that BA-PA’s wholesale discounts should remain unaffected and we affirm our previous decision in the Wholesale Discount Order, except as set forth in the Rural/Residential Resale Promotion, explained more fully below.  The Rural/Residential Resale Promotion represents an adjustment to BA-PA’s wholesale rate structure which facilitates the promotion of competition envisioned by Chapter 30 and federal law, while assuring that residential and rural customers share proportionately in the more varied and advanced services at lower rates  provided by competition.  Our modifications should substantially increase competition in the rural residential market.  



1.	BA-PA’s Rate Structure Should Be Adjusted Consistent With the Promotion 



		The establishment of a rate structure is an administrative function peculiarly within the expertise of the Commission.  Popowsky v. Pa. PUC, 674 A.2d 1149 (Pa. Cmwlth. 1996); Allegheny Ludlum Corp. v. Pa. PUC, 612 A.2d 604 (Pa. Cmwlth. 1992); 133 P.U.R.4th 607; Peoples Natural Gas Co. v. Pa. PUC,  552 A.2d 1135 (Pa. Cmwlth. 1989).  Rate structure has an effect on cost recovery and on the economic behavior of CLECs and end users.  The setting of an appropriate rate structure will permit a LEC to recover costs in the manner in which they are incurred.  Also, the proper rate structure affects competition by providing the proper cost signals to both consumers and CLECs, thereby rewarding the efficiency of the LEC in the provision of competing service.  See Access Charge Reform, Docket No. I-00960066, June 30, 1998 Recommended Decision of ALJ Schnierle, slip op. at 13-15; also Application of Pa. Power & Light Co., Docket No. R�00973954 (Order entered June 15, 1998, slip op., p. 18).  



		As noted, the density cell is an integral component of BA-PA’s dial tone rate structure.  A density cell is a group of wire centers whose customers share a common population density range per wire center.  Thus, density cell one (DC1) customers represent the most dense urban customers with density cell four (DC4) customers representing the least dense.  See Pa. PUC v. BA-PA, Docket No. R-00963550, et al. (Order entered October 8, 1996) (BA-PA Rebalancing Order).



		BA-PA’s geographically disparate service territory and the resulting different cost characteristics account for its density cell rate structure.  Furthermore, this type of rate structure is consistent with the FCC’s require�ments that a state have different rates for UNEs in at least three (3) defined geographic areas within the state to reflect cost differences between various areas of the state.  See 47 C.F.R. §51.507(f).



 		Thus, BA-PA’s rates establish four (4) density cells, DC1, DC2, DC3, and DC4.  This structure has been expressly acknowledged by this Commission as a governing factor in BA-PA’s network modernization obligations under Chapter 30.  See Alternative Regulation Order, 82 Pa. PUC at 264.  BA-PA’s classification of exchanges as rural, urban, or suburban, for purposes of implementing its Network Modernization Plan (NMP) as required by Chapter 30 is based on two (2) factors:  (1) classification of each exchange based on density cell designation under BA�PA’s tariff with Density Cells 1 and 2 classified as urban, Density Cell 3 as suburban and Density Cell 4 as rural; and (2) an examination of U.S. Census data to determine if certain other exchanges should be classified as urban.  See Alternative Regulation Order, 82 Pa. PUC at 259.  



		The Rural/Residential Resale Promotion contained in the 1648 Petition proposes an increase in the wholesale discount rate of five (5) percent in DC3 and DC4, based on the evidence and policy considerations which indicate that facilities�based competition will not, in the near term, be viable in these regions of Pennsylvania.  We agree with the position of the 1648 Petitioners that an increase of five (5) percent in the wholesale discount rate, for the limited term and under the conditions proposed, establishes a pro-competitive rate within the range of reasonableness for wholesale rates and is, accordingly, just and reasonable.  66 Pa. C.S. §1301.



		The determination of the reasonable wholesale discount involves, mathematically, establishing a ratio with the numerator being BA-PA’s total net avoided retail costs due to the provision of wholesale services and the denominator being the revenue from resale services.  (See Finding of Fact Nos. 29-30, November 20, 1996, R.D. of ALJ Weismandel in Wholesale Discount Order.)�  When we established the wholesale discount for BA-PA, we did not have the benefit of experience with regard to the development of competition in the less densely populated, higher cost service areas, i.e., DC3 and DC4.  Our review of the evidence in these proceedings leads us to conclude that resale allows non-facilities-based telephone carriers to obtain end-to-end telecommuni�cations services without an immediate and  more substantial capital investment associated with the deployment of purchased and/or leased facilities.  This is, in our view, an effective way to expeditiously introduce competition into a market that might not experience the benefits of competition until later.  See Local Competition Order,  ¶ 32 “Resale will be an important entry strategy both in the short term for many new entrants as they build out their own facilities and for small businesses that cannot afford to compete in the local exchange market by purchasing unbundled elements or by building their own networks.”

 

	 	 Adjusting the wholesale discount applicable to DC3 and DC4 customers so as to stimulate competitive entry in these areas, is consistent with our review of the evidence.  Proprietary Table 1 to BA-PA Stmt. 4.1 of witness William E. Taylor� indicates that there is, approximately, a three-to-one ratio of resale based competitive presence versus facilities�based competitive presence in  BA-PA wire centers. �



		Additionally, as excerpted from Table 3 of William E. Taylor’s Statement 4.1 of  the Business Competitive Services Proceeding, resale service generally represents faster access line growth and coverage area growth than unbundled loops:



			       Resale Service                                      Unbundled Loops

			Access Line      Coverage Area	                Loop                  Coverage Area  

			Growth Rate      Growth Rate                   Growth Rate          Growth Rate

Density Cell 3                      423%                153%                                 246%                         31% 

Density Cell 4                     1104%               257%                                 1339%                       167% �



		Our conclusion regarding a larger wholesale discount for resale is underscored by this rapid increase in resale as a measure of competition in DC3 and DC4, when compared to facilities-based or collocation presence in these areas. Our conclusion is confirmed by a report titled Local Competition: August 1999, which is prepared by the Industry Analysis Division Common Carrier Bureau of the FCC, and which is an analysis of recent information about the extent and pattern of local competition therein, the FCC found as follows: 



A comparison of total UNE loops reported by ILECs (Table 3.3) with the sum of total TSR� plus total other resale lines they reported (Table 3.1) indicates that, on a nationwide basis, resold ILEC lines outnumbered UNE loops by a factor of approximately 8 to 1 at the end of 1998.  The reported number of UNE loops almost tripled over the course of the year, but remained small as a percent of total ILEC switched lines -- 0.2% at the end of 1998. 



(See Local Competition: August 1999, p. 23).  



		The three-to-one ratio of facilities-based, versus resale based, competition, derived from Dr. Taylor’s testimony, cited above, is but one of several factors upon which we conclude that an increase of five (5) percent in the wholesale discount rate in the manner proposed by the 1648 Petitioners is reasonable and in the public interest.  The increase will stimulate entry into the higher cost areas of BA-PA’s service territory.  

	

2.	BA-PA’s Adjustment Reasonably Comports with its Duty Under Chapter 30 	



		BA-PA’s classification of exchanges as rural, urban, or suburban, for purposes of complying with the network modernization requirements of Chapter 30 was based in part on  its density cells.  Alternative Regulation Order, 82 Pa. PUC at 259; 262.  However, in recognition of the fact that, DC1 and DC2, only encompassed the cities of Philadelphia and Pittsburgh, BA-PA resorted to examination of U.S. Census data to classify additional exchanges as urban. We gave some degree of flexibility to BA-PA in meeting its “reasonably balanced deployment” obligations under Chapter 30, to exceed the minimum NMP targets in particular areas to address customer, market, and competitive conditions, so long as the minimums were obtained and the overall result was reasonably balanced.  82 Pa. PUC at 261.



		In light of the Chapter 30 obligations of BA-PA and, particularly, to encourage the accelerated deployment of a broad-band public switched network in rural, suburban, and urban areas, we find the increase in the wholesale rate for DC3 and DC4 service areas under the terms of the promotion to be in the public interest.  

3.	BA-PA’s Objections to the Rural/Residential Resale Promotion are Without Merit



		As noted, BA-PA, through its witness, Daniel Whelan, objected to the 1648 Petition’s proposal relative to the wholesale discount for DC3 and DC4.  Concerning BA-PA’s first argument, i.e. that it will be required to provide retail services to resellers at rates below the statutory standard for resale pricing, we have previously considered and rejected BA-PA’s approach to establishing avoided costs.  See Wholesale Discount Order.  BA-PA’s objections are indistinguishable from the contentions considered and rejected in the prior unappealed order.  Therefore, we decline to reverse our previous determination and we reject BA-PA’s objection.  Our determination of the wholesale discount in the prior order was consistent with the FCC rules interpreting the state commission’s responsibilities in the area.  It is axiomatic that BA-PA cannot collaterally attack our previous final order by raising the same issues in this proceeding. 



		BA-PA next asserts that a resale promotion would not be in the public interest because it would give resellers an unfair, unearned advantage over facilities-based CLECs.  BA-PA cites to our prior conclusion that a wholesale discount which is too deep will retard the development of facilities-based competition.  Again, we find no merit in BA�PA’s position. The wholesale discount involved in the promotion directly affects only the DC3 and DC4 areas.  These are portions of BA-PA’s service territory which have not, to date, been the subject of perceptible facilities-based competitive entry.  We find that the promotion, consistent with the 1648 Petitioners’ proposal, is well within the zone of rate reasonableness and that it properly balances the interests of facilities-based CLECs and resale CLECs in entering these markets.  



		On this issue we agree with the position of the 1648 Petition.  BA�PA has argued that the resale promotion would give resellers an unfair, unearned advantage over facilities-based CLECs, notwithstanding that the evidence of record indicates that there is very little facilities-based competition in the most rural areas of Pennsylvania - the targets of the promotion.  We also agree that the targeted and time-limited structure of this resale promotion presents no threat to facilities-based competition.  



		Finally, BA-PA’s third argument, concerns the effect of UNE-P and resale.  BA-PA has reiterated its opposition to UNE-P.  (See BA-PA Stmt. 1.1, pp. 35-37, witness Eichenlaub).  We note that, at present, the provision of UNE-P is an obligation arising under federal law, was created by earlier and consistent state law, and is, therefore, properly within the provisions of this Order.  (See 47 CFR §51.315(b), affirmed AT&T v. FCC, supra).  Thus, BA-PA cannot assert that the obligation is a discretionary adjunct to its resale duty under the Act.  The obligation represented by UNE-P is an independent duty under the Act.



	4.	Implementation of the Resale Promotion



		On consideration of the record, we conclude that resale represents a non�facilities based mechanism by which CLECs can offer local telecommunications services to their customers.�  BA-PA’s wholesale discounts will remain unaffected except as set forth in the instant Rural/Residential Promotion, which may allow residential  rural customers to share proportionately in more varied and advanced services at lower rates, which competition will deliver to consumers.  We therefore direct that BA-PA file a tariff or tariff supplement that includes a Rural/Residential Promotion consistent with the following.  We further direct that said tariff or tariff supplement shall be subject to the following:



	(a)	The Rural/Residential Promotion will remain effective until BA-PA receives Section 271 approval, but in any event, no less than one year from the effective date of our final Opinion and Order in this matter.



	(b)	Under the Rural/Residential Promotion, BA-PA’s resale discount will be increased from 20.69 percent to 25.69 percent, without operator services, and from 18.43 percent to 23.43 percent, with operator services, for CLEC residential resale lines in  DC3 and DC4.



	(c)	BA-PA’s resale discount for residential lines in DC4 will be increased by two (2) percent for each (10) percent share of a given CLEC’s total resold lines serving residential customers in DC4, with a maximum of a ten (10) percent incremental discount for DC4 residential resale lines.



	(d)	If a CLEC qualifies for the incremental DC4 discount set forth in sub�paragraph (c), above, the CLEC will qualify for an additional (1) percent discount in DC1, DC2, and DC3 for each (5) percent share of the CLEC’s total resold lines which are serving residential customers in those density cells, with a maximum incremental discount of five (5) percent.



	(e)	Each carrier which qualifies for the incremental discounts set forth in subparagraphs (c) and (d) above will submit a monthly report to the Commission which documents the CLEC’s eligibility for the incremental discount.



�	5.	Resale of ICBs



		We also conclude that BA-PA must make individual case basis (ICB) contracts available for resale at a wholesale discount.  However, we are mindful that the discount rates established for application to BA-PA at Docket No. R�00963578 did not anticipate this particular ruling.  We, therefore, invite BA-PA to file a proposed resale discount rate that would be applicable to the now-required resale of ICBs.  



		BA-PA has argued that the resale proposal, to the extent it would subject ICB contracts for business services to the wholesale discount, is objectionable.  BA�PA argues against making ICB contracts applicable to the wholesale discount for tariffed retail services because retail costs avoided by providing ICB contracts to resellers may be less than the costs avoided when providing tariffed services for resale.  Where the retail costs avoided in providing the ICB contract for resale are a smaller percentage of the retail price than the costs avoided when providing tariffed services for resale, the effect of this device is to provide the reseller with a larger discount than that to which it is entitled.  The effect of this device is also to prevent BA-PA from recovering its unavoidable costs in contravention of the Act.  47 U.S.C. §251(d)(4).  BA-PA states that the FCC has recognized that avoidable costs for a service provided under a contract providing volume-based discounts may be different than without volume contracts.  



		We find BA-PA’s objection concerning ICB contracts to be premature.  BA-PA will have the opportunity, pursuant to this Opinion and Order, to propose a rate to be applicable for ICB contracts.  The FCC’s August 8, 1996 Local Competition Order squarely dealt with this issue.  The FCC concluded (at ¶871), that an ILEC must, pursuant to Section 251(c)(4)(A) of the Telecommunications Act of 1996, resell at a wholesale rate each telecommunications service that it provides at retail to subscribers.  The FCC went on to explain that bundled service offerings must be made available at resale (at ¶877 and ¶951).  The FCC declared at ¶948 that customer specific offerings (e.g., ICBs) were subject to resale:



Section 251(c)(4) provides that incumbent LECs must offer for resale rates “any telecommunications service” that the carrier provides at retail to noncarrier subscribers.  This language makes no exception for promotional or discounted offerings, including contract and other customer-specific offerings.  We therefore conclude that no basis exists for creating a general exemption from the wholesale requirement for all promotional discount service offerings made by incumbent LECs.  A contrary result would permit incumbent LECs to avoid the statutory resale obligation by shifting their customers to nonstandard offerings, thereby eviscerating the resale provisions of the 1996 Act.



		Thus we note that the FCC has already determined that ICBs are subject to resale, at the wholesale discount, as a matter of law.



		The FCC’s December 24, 1997 Memorandum Opinion and Order (¶¶212 � 224) in BellSouth’s Section 271 application (CC Docket No. 97-208) denied the Section 271 application, in part, for BellSouth’s failure to offer individually tailored customer contracts for resale at a wholesale discount, in violation of the Telecommuni�cations Act of 1996 and the FCC’s implementing regulations.  In ¶215 of the BellSouth Section 271 decision, the FCC specifically stated as follows:



We find that BellSouth fails to comply with item fourteen of the competitive checklist by refusing to offer CSAs [Customer Service Arrangements] at a wholesale discount.  Moreover, based on evidence presented in the record, we are concerned that BellSouth’s failure to offer CSAs for resale at a discount impedes competition for its large-volume customers and thus impairs the use of resale as a vehicle for competitors to enter BellSouth’s market.



		We are unwilling to establish  rules in this proceeding that will virtually guarantee BA-PA’s failure in the Section 271 process.  Accordingly, BA-PA must make ICB contracts available for resale at a wholesale discount.  However, as noted previously, we are mindful that the discount rates established for application to BA-PA at Docket No. R-00963578 did not anticipate our rulings in this proceeding.  Accordingly BA-PA is not prevented by our findings here from filing a proposed resale discount rate that would be consistent with the findings in our Opinion and Order entered February 6, 1997, but which would be applicable only to the resale of ICBs.



D.	GTE’s Wholesale Discount



		The following information is provided as background to GTE’s Resale rates.  On May 17, 1996, GTE filed Supplement No. 30 to its Message Toll Service and Optional Toll Calling Plan Service Tariff No. 8 for the purpose of establishing wholesale rates for Message Toll Service and removing resale restrictions on Optional Calling Plan Service.�  AT&T filed a Formal Complaint against GTE’s proposed tariff at Docket No. R-00963666C0001 on June 24, 1996.  By Opinion and Order entered July 19, 1996, we instituted an investigation for the purpose of determining the appropriate level of wholesale rates for GTE’s retail services.  We further permitted GTE’s proposed tariff supplement, with certain modifications, to become effective on an interim basis pending the outcome of the investigation, on the condition that GTE accept the alternative.  Specifically, our July 19, 1996 Opinion and Order ordered as follows:

(b)	That an investigation be, and hereby is instituted, for the limited purpose of determining the appropriate level of wholesale rates for GTE North’s retail services and that such investigation shall be instituted irrespectively of whether or not the Company files, or causes to be filed a revised tariff supplement in accordance with Ordering Paragraph No. 3, above.



(c) 	That AT&T’s Formal Complaint at Docket No. R�00963666C0001, be, and hereby is, consolidated with the investigation instituted by Ordering Paragraph No. 4 (b).



(d)	That the investigation instituted by Ordering Paragraph No. 4 (b), above, be, and hereby is, assigned to the Office of Administrative Law Judge for the development of a Recommended Decision for our consideration.



(e)	That in developing a Recommended Decision for this investigation, the Administrative Law Judge assigned to this investigation shall consider the resolution of any wholesale rate contracts, as well as the record and Recommended Decision developed in the MFS Phase II proceeding at Docket No. A-310203F0002, et al., to the extent that there may be relevant findings pertaining to the wholesale rate issues.



		On September 3, 1997, the Recommended Decision of ALJ Robert P. Meehan was issued.  The ALJ concluded that GTE’s tariff supplement was unjust, unreasonable, and unlawful.  ALJ Meehan recommended that GTE file a tariff or tariff supplement which provides an 18.98 percent resale discount from retail rates if the reseller provides its own operator services, and a 17.35 percent resale discount from retail rates if GTE provides operator services, exclusive of Pennsylvania Gross Receipts Tax.  The amount of the recommended discount was based upon the ALJ’s determination that the evidence offered by AT&T and the OCA relating to avoided costs was more closely related to the standards identified in the FCC’s  Local Competition Order, ¶¶911-934.



		On consideration of the Recommended Decision, and the Exceptions and Replies filed thereto, we determined in our March 10, 1998 Opinion and Order at Docket Nos. R�00963666 and R�00963666C0001, that the threshold issue in this matter is what cost study should be utilized to determine the wholesale rate.  We also determined that GTE’s avoided cost study was not consistent with the FCC’s hypothetical model, and that the avoided cost studies submitted by both AT&T and the OCA did utilize the FCC’s hypothetical model in developing their specific wholesale discount rate proposal.  We determined that AT&T did not conduct an in-depth study of GTE’s actual work activities or its actual costs, but instead chose discount factors largely unrelated to GTE’s business operations.  With regard to the OCA’s proposal, we disagreed with the ALJ’s recommendation that the OCA’s approach in determining the acceptable level of “avoided” cost to GTE’s accounts was appropriate because the OCA’s “Adjusted OCA Model” was based on our Order regarding BA-PA’s wholesale rates.  We noted that while several aspects of a telephone company’s management may be common to all telephone companies regardless of the company’s size and, inter alia, resources available, it is not appropriate to assume that all companies are run the same.



		Therefore, we concluded that the record in that proceeding was not adequately developed and remanded the proceeding to the ALJ so that GTE could submit a cost study that is based on data more recent than 1995 and which utilizes the FCC hypothetical model.  We also directed that any subsequent proceedings should be handled on an expedited basis, but that the 22.8 percent interim wholesale discount applicable only to AT&T and Sprint will remain.�  As such, the interim wholesale rate of 5 percent remained applicable on GTE’s MTS rates.



		The instant 1649 Petition before us contains no provisions with regard to GTE’s resale rates.  The 1648 Petition requests an increase to GTE’s wholesale discount to the same level as those currently used by BA-PA.  This is addressed in Paragraph 46 of Section K of the Joint Petition as follows:



46. 	GTE Resale Discount -- Within 14 days of Commission adoption of this Partial Settlement, GTE North, Inc. (GTE) will increase its wholesale discount to 20.69% without operator services and 18.43% with operator services.



		GTE’s wholesale discount rate is the subject of the separate GTE docket identified above and the Rural/Residential Resale Promotion is not addressed to GTE. The 1648 Petition at Paragraph 46 is denied.  We will not address these issues further herein. 



E.	Conclusion 



		The parties’ positions are accepted or rejected, consistent with our discussion herein.





	�	We observe that during the time the BA-PA Wholesale Discount Order was rendered, the applicable FCC rules were the subject of the Eighth Circuit stay.  

	�	Said Findings of Fact were as follows:

		

		29.  Bell's total net avoided retail costs, due to the provision of wholesale service, is $ 434,366,000, if the reseller provides operator services. If Bell provides operator services, Bell's total net avoided retail costs is $ 345,667,000. These two avoided expense numbers are the numerators for deriving the resale discount.



		30.  Revenue from resale services to be used as the denominator to determine the resale discount is $ 1,875,409,000.

 

	�	This testimony is referenced to and should be identified as BA-PA Stmt. 4.1 in Docket No. P-00971307 (Business Competitive Services Proceeding). This testimony was formally incorporated into the record of the 1648 and 1649 Petitions at Transcript pages 1271-1272. See Tab 52 to Appendix C, Vol. IV of BA-PA's Main Brief.   

 

	�	BA-PA identified resale by associating the zip code of the area where there is resale activity with a wire center.  (BA-PA Stmt. 4.1, Table 1, p. 5, n. 6). 

	�	This data is excerpted from Table 3.  We note the loop growth rate (1339%) for DC4 which, although slightly higher than the growth rate (1104%) for resale in DC4, does not detract from our conclusion that resale is a more expedient means of competitive entry. The slightly higher figure may, presumably, be attributable to the relatively small number of lines affected by resale and UNEs in DC4.  

	�	Total Service Resale. 

	�	As previously noted, the record incorporates those records in the stayed dockets. 

	� 	In its filing, GTE proposed:  (1) that MTS be permitted to be resold and that a 5% (five (5) percent) wholesale discount be applied to MTS; (2) that GTE Discount Calling Service, GTE Between Friends, Selective Exchange Calling Plan and GTE’s Optional Toll Calling Plan Services be permitted to be resold at tariffed rates only and on a per customer (end user) basis; and (3) that resellers demonstrate their authority to operate within the Commonwealth by providing the Company with a copy of the reseller’s certification as issued by this Commission.

	�	 The 22.8% interim wholesale discount rate for AT&T (subsequently extended to Sprint) was developed in the GTE/AT&T Arbitration proceeding at Docket No. A�310125F0002, by combining the OCA’s methodology with AT&T’s suggested correction to that methodology.  (See Petition of AT&T Communications of Pennsylvania, Inc. for Arbitration to Establish an Interconnection Agreement with GTE, Inc., Docket No. A-310125F0002, Order entered December 6, 1996, pp. 13-14).
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