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Number Pooling Cost Recovery

Principal Orders:

Numbering Resource Optimization, CC Docket Nos. 96-98 and 99-200, Third Report and Order and Second Order on Reconsideration, 17 FCC Rcd 252 (2001)(Third Report and Order).

Numbering Resource Optimization, Second Report and Order, Order on Reconsideration, and Second Further Notice of Proposed Rulemaking, 16 FCC Rcd 206 (2000)(Second Report and Order).

Numbering Resource Optimization, Report and Order and Further Notice of Proposed rulemaking, 15 FCC Rcd 7574 (2000)(First Report and Order).

Standard for Cost Recovery:

· Any adjustment to price caps resulting from the Commission’s thousands-block number pooling mandates shall be made as a claim for extraordinary exogenous adjustment.  Third Report and Order, 17 FCC Rcd at 271.

· LECs seeking extraordinary recovery of thousands-block number pooling costs in the form of an exogenous adjustment to their price cap formula must overcome a rebuttable presumption that no additional recovery is justified.  Id.
· “To qualify for an exogenous adjustment, carriers must show that the costs for which extraordinary treatment is sought exceed the costs that would have been incurred had the carrier engaged in an area code split, overlay or other numbering relief that would otherwise have been required in the absence of pooling.”  Id. at 271-272.

· Recovery should be spread over a two-year period. . . . After this implementation period, thousands-block number pooling will have become a normal network function and recovery of ongoing costs will be through existing means.  Id. at 272.

· ‘[C]osts incurred by carriers to meet state-mandated thousands-block number pooling are intrastate costs and should be recovered under state cost recovery mechanisms.”  Id. at 264.

Three-Pronged Test:

1. Only costs that would not have been incurred “but for” thousands-block number pooling are eligible for recovery – those incurred specifically to identify, donate and receive blocks of pooled numbers, to create and populate the regional databases and carriers local copies of these databases, and to adapt the procedures for querying these databases and four routing calls to accommodate a number pooling environment.

2. Only costs incurred “for the provision of” thousands-block number pooling are eligible for recovery – costs incurred to adapt other systems to the presence of thousands-block number pooling are not incurred for the provision of thousands-block number pooling and are ineligibly for recovery.

3. Only “new” costs are eligible for recovery – costs are not “new,” if they previously were incurred, are already being recovered under ordinary recovery mechanisms, or are already begin recovered through the number portability end-user charge or query charge. Id. at 274-75.

Claimed and Allowed Costs:

· Price cap regulated LECS initially claimed approximately $455 million of costs related to thousands-block number pooling.

· The Bureau worked to reduce this amount to approximately $374 million of allowable costs.

Why Recovery Permitted Through Access:

· Because numbers are essential to the provision of telephone service, the costs of numbering administration are normal network costs.  Therefore the costs of ordinary numbering administration are already being recovered through existing mechanisms.

· The Commission determined that number pooling is an enhancement of numbering administration, and is a basic telephone network function. This is the opposite of the case of local number portability, because LNP is not a normal network function, but was added only to facilitate competitive entry.

· The Commission found that pooling benefits all carriers and customers by ensuring that numbers will continue to be available and will delay an eventual overhaul of the North American Numbering Plan.

· Access charges are the means by which access customers share in the cost of the network and are an appropriate vehicle for the recovery of the incremental network costs, such as pooling.  (Pooling costs are recoverable only to the extent that they exceed the costs of other forms of numbering relief).

How Costs Flow Through Access:

· In the first recovery year, approximately 65% of the allowed costs will be recovered through the Subscriber Line Charge (SLC).  In the second recovery year, approximately 93% of the allowed costs will be recovered through the SLC.

· The residual is recovered primarily through PICCs. In the first year, about $63 million will be recovered through PICCs and about $2 million through CCL per minute charges. In the second year, the residual will be much smaller and both PICCs and CCL will be reduced.

