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To provide background information on Rate Center Consolidation previously provided to the NANC
The following information was extracted from previously developed document presented before the NANC.  Specifically, extracts were taken from the NENO report from November 2002, the Number Resource Optimization Report, the February 2002 NANPA report on Impact Analysis of Rate Center Consolidation, the NRO report from 1998 and a report from a Colorado Numbering Taskforce document from the Colorado PUC in 1998.
I.  Information from the NENO Report to the NANC
NANC November 2002

5.1
Rate Center Consolidation 

5.1.1
BASIC DESCRIPTION 

A Rate Center is an area that uses a common surrogate call origination or termination point when determining point-to-point local or toll calling charges.  Rate Centers are known by their Rate Center Name (e.g., Topeka, Greenfield) and the point used to define their location is a set of Vertical and Horizontal Coordinates (V&H Coordinates) expressed in a paired number value (e.g., 07122-04389).  Rate Centers are used within the assignment, routing and rating/billing databases in the telephone industry.  With few exceptions, every geographic telephone number in the North American Numbering Plan (“NANP”) is associated with one and only one Rate Center. 

Rate Center Consolidation, as the name implies involves aggregating two or more rate centers into a single rate center so that a local service provider can use a single numbering resource unit (NXX or NXX-X) to serve any customer in the combined area rather than requiring numbers from separate NXXs to serve customers in each of the rate centers that were combined. When combined, these adjacent geographies are identified by one Rate Center Name and use only one set of V&H Coordinates.

5.1.2
AVAILABILITY  

 Only rate centers within the same state and LATA may be combined.  Rate centers can be combined across NPAs. 

5.1.3
MAJOR REQUIREMENTS FOR ITS IMPLEMENTATION  

· Usually must be mandated by a state commission

· Industry participation/consensus

· Some changes to operational systems

· LERG changes

· Changes to V&H coordinates

· Changes in tariffs

· Timeline Development

1. Detailed implementation schedule

2. Network modifications 

3. Completion of CO Code Admin. Changes

4. Translations

5. Testing

6. E911 issues

7. Customer notification

8. Tariff filing and approval

9. Return of unused, duplicate numbering resources

5.1.4
PROJECTED IMPACT ON THE NANP

 The IMG considered two approaches to estimating the impact of Rate Center Consolidation. The first involved detailed analysis of individual geographic areas’ NRUF data, explicit assumptions concerning the scope of consolidation in each area, and interpolation of demands forecast in 1K blocks or CO Codes into individual telephone numbers (See Appendix D for details). Because this approach requires many assumptions and was computationally infeasible with the available resources, the second approach, based on estimation of a general CO demand deflation factor from the changes in demand seen following previously implemented rate center consolidations was chosen.


The Table below shows the nine instances of previous rate center consolidation for which NANPA was able to provide pre- and post-consolidation CO code demand data
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303

09/01/1998

43

10.89

9

16

5.78

46.92%

62.79%

816

03/30/2001

86

3.8

12

78

3.17

16.58%

9.30%

314

12/31/1999

14

3.92

12

7

3.64

7.14%

50.00%

214/972

03/15/1998

19

27

3

4

9.67

64.19%

78.95%

817

09/13/1998

20

7.44

9

9

8

-7.53%

55.00%

713/281

03/15/1998

25

29.67

3

15

20.33

31.48%

40.00%

210

09/13/1998

29

7.22

9

1

0.44

93.91%

96.55%

512

03/15/1998

15

13.33

3

2

3

77.49%

86.67%

915

03/15/1998

10

4.33

3

1

1

76.91%

90.00%


In the Table, the fifth column indicates the number of months for which CO code demand data was available pre-RCC .The pre- and post-RCC demand values were based on the same months of the year so as to counterbalance potential seasonal effects. The mean percentage consolidation (%RCC) was 63.25% and the mean reduction in wireline CO code demand was 45.23%. 
 There was a strong correlation between percentage of consolidation and percentage of demand reduction (r=. 795.) While factors other than RCC cannot be ruled out as contributing to the reduction in demand, it can be noted that almost all of the consolidations occurred prior to the downturn in demand that has recently characterized the industry. Based on these data, a general wireline deflator for CO code demand was estimated as 45%. In the analysis chosen by the IMG below, this factor was applied to each NPA in the top 100 MSAs where RCC has not already taken place.  

The IMG believes this strategy (absent the sensitivity analysis reported below) represents a “best case” scenario representative of what would probably be the upper bound of the benefits of rate center consolidation. 

The analysis was performed by modifying the NANP exhaust model which produced the projected NANP exhaust date of 2031 published in July 2002, including its assumptions concerning the potential impact of thousand block number pooling as prescribed in the first FCC NRO Order (March 2000) and per the national pooling schedule.  The following additional assumptions were applied to reflect the impact of RCC:

1. A 45% reduction (see previous discussion) was applied to the wireline CO code demand of those NPAs where pooling was planned or implemented.  The RCC percent reduction was not applied to NPAs where RCC recently occurred or to wireless demand.

2. Because he data on which the above estimates of RCC impact are based were collected prior to the deployment of pooling, and the IMG believed that it would be unreasonable to expect as large a demand reduction where pooling has already reduced demand as reflected in the current NANPA exhaust model, the RCC percent reduction was applied to post pooling demand. Thus, if annual wireline pre-pooling demand was 100 CO codes and the wireline pooling factor reduced wireline demand to 50 codes per year, the reduction in wireline CO code demand due to RCC was 45% of 50 codes (i.e., .45 x 50) or 22 codes, for a total reduction from base wireline demand of 72 codes (100 – 50 –22 = 28 wireline codes per year).  

3. The RCC percent reduction factor is applied to wireline demand each year beginning one year after the wireline pooling implementation date.  This assumption recognized that RCC would take some time to implement.  For those NPAs in pooling as of 1/1/02, the reduction was applied on 1/1/03.

4. NANPA performed a sensitivity analysis on the RCC percent reduction factor, changing it to 15% and 70%.

Using an average CO code demand rate of 8,400 codes assigned per year, the projected NANP exhaust date with Rate Center Consolidation is 2037, assuming the quantity of NPAs available is 685.  The July 2002 baseline exhaust study results for this case was 2031.

When the RCC percent reduction is reduced to 15%, the projected NANP exhaust date is 2033.  When the RCC percent reduction is increased to 70% the projected NANP exhaust date is 2040.  

Somewhat counter to the NENO IMG’s intuitions, Rate Center Consolidation did not appear to result in a major extension of the life of the NANP. Given the size of the reduction factors used (up to 70%), understanding the result must be based on the conditions of application of the factor (and the applicability of RCC itself).

First, the RCC demand factor was, for the reasons outlined above applied on the post-pooling CO code demand. 

Second, the factor was only applied to wireline demand, and wireless demand accounts for on the order of 40% of total CO code demand. Again, the IMG did not feel it appropriate to apply RCC demand reduction factors estimated from wireline data to wireless, particularly since wireless carriers generally do not obtain codes in each rate center where they serve customers and, in effect, have already implemented something similar to RCC.

5.1.5
MAJOR COST ELEMENTS  

1. Network Elements – Hardware and software changes to network elements (switches, databases, signal transfer points) are generally not required for rate center consolidation. Additions to switch memory and trunking may be required.

2. Operations Support Systems – Hardware and software changes to OSS are generally not required for rate center consolidation. However, as the scope of RCC increases, so does the likelihood that OSS changes will be required.

3. Operations Work – Rate center consolidation requires provisioning changes to network elements and OSS to reflect new rate center coverage areas. In cases where local calling scope is increased by RCC, trunking rearrangements will probably be required (i.e. where traffic that was toll but is now local must traverse a different trunk group, resulting in a need for trunk group resizing. In some previous cases, local traffic that was toll has increased up to eight fold.)

4. Billing – Hardware and software upgrades to billing systems should not be required by rate center consolidation but provisioning changes are required to reflect new rate center coverage areas and (potential) local rate changes.

5. 911 – Depending on the way in which rate centers are consolidated 911 system upgrades and trunking rearrangements may or may not be required. Where consolidated rate centers all routed to the same PSAP, these changes may be avoided, but where different PSAPs are involved such changes are more likely. The costs associated with protecting 911 default routing can include additional trunking and creation and use of new line class codes. Routing of E911 calls from wireless numbers (approximately one third of all assigned numbers) may not impacted.

6. Customer Premise Equipment - Customer Owned Coin Operated Telephones (COCOTs) will need to be reprogrammed if rate center consolidation changes local calling scope.  Programming and trunking changes to Private Branch Exchanges (PBXs) may also be required.

7. Customer Education – Customer education will be required, especially where local calling scopes are changed to ensure that customers understand what is and is not a toll call. Directories and other materials need to reflect the broader geographic areas that are associated with a central office code, and locality names on bills may change as well. Customer care centers may initially face increased call volumes due to customer confusion with calling scopes and locality names.

8. Revenue Impacts – When RCC changes local calling scopes, local carriers’ toll revenue may decrease resulting in a need to raise basic rates if RCC is to be revenue neutral.
 Likewise revenue for toll carriers may decrease if calls that were toll become local and are no longer available for intraLATA toll competition.

9. Societal Costs – As compared to other optimization measures, social costs of rate center consolidation should be relatively low, especially where local calling scopes are not changed. In this case, the only social cost may be the diminished geographical information provided by the central office code. Where calling scopes change, customers will need to learn which calls are now toll versus local. In jurisdictions that require a toll prefix, dialing patterns may also change. As noted, basic rates may rise to make up for local carriers’ lost toll revenue. While these increases may be offset for by the reduction in toll charges for some customers, they will have a larger impact on those customers who rarely make calls outside their local calling area.

5.1.6
Other Considerations

· RCC may be difficult to implement on a revenue and cost neutral basis. Except where a set of rate centers have identical calling scope, RCC will result in some calls that were toll becoming local.  Local carriers will either lose revenue or have to make it up with increases in local rates. Toll carriers will loose the opportunity to compete for some calls.

· RCC may result in the loss of geographic information. After RCC, a given NPA-NXX is associated with a broader geographic area.

· RCC may restrict future ability to implement geographic NPA splits.  After RCC, it may be harder to construct a reasonable NPA split without dividing the consolidated rate center and thus forcing some customers within the same community of interest to take a 6-10 digit number change. 

· RCC can increase the difficulties of managing numbering resources across multiple switches within the consolidated rate center. Since resources are now allocated on a wider basis, it is more likely that resources must be shared among a greater number of switches.

· RCC requires changes to tariffs and potentially lengthy regulatory proceedings

· The potential for number conservation through RCC is dependent on local circumstances.

· Potential for reversal of RCC based on customer protest at great expense. In some cases, plans for RCC have been reversed because of consumer protests.

· Loss of geographic information for advanced services (along with emergency services). Some advanced services use the caller’s NPA-NXX to choose where to route a call (e.g., which franchise outlet). In a consolidated rate center, NPA-NXX may not point to a single location. Default routing for E911 will also be less granular.

II.  NENO document #6, 2002

	METHOD to Extend the Life of an NPA/NANP


	EFFECT
	REQUIREMENT

	Rate Center Consolidation


	· Reduces need for NXX assignments 

· Reduces stranded NXXs

· Limited potential for future use without customer rate adjustments

· Allows potential for the reclamation of unused NXXs

· MTE and utilization requirements minimizes RCC application for some providers
	· Potential customer billing changes

· Revenue impacts to LEC and IXC providers

· Needs to have specific conditions met (i.e., match calling scope, revenue neutral to participating carriers)

· Potential 911 impacts


III.   Impact of Rate Center Consolidation on NANP Exhaust
Presented by NANPA

February 28, 2002

The NANP Expansion Number Optimization (NENO) Working Group of the North American Numbering Council (NANC) is current examining the impact of a variety of numbering optimization measures on NANP exhaust.  This study examines the potential impact of rate center consolidation (RCC) on the projected exhaust date of the NANP.

Using the NANP exhaust model which produced the projected NANP exhaust published in September 2001, to include its assumptions concerning the potential impact of thousand block number pooling as prescribed in the first FCC NRO Order (March 2000), additional assumptions were applied to reflect the impact of RCC.  These assumptions and the results of the analysis are discussed below.

Rate Center Consolidation Assumptions

The following is a list of assumptions used in this study.  As state above, these assumptions were applied along with the assumptions used in the development of the 2001 NANP exhaust projection prepared by NANPA and presented to the NANC in September 2001.  

1. The same model used in the September 2001 NANP exhaust projection was used in this study, including the same NPAs identified for pooling.  The study was not updated to reflect the draft national pooling rollout schedule.

2. A 45% reduction
 was applied to the wireline CO code demand of those NPAs in the top 100 MSAs.  The RCC percent reduction was not applied to NPAs where RCC recently occurred
 or to wireless demand.

3. The RCC percent reduction was applied to post pooling demand.  Thus, if annual wireline pre-pooling demand was 100 CO codes and the wireline pooling factor reduced wireline demand to 50 codes per year, the reduction in wireline CO code demand due to RCC was 45% of 50 codes (i.e., .45 x 50) or 22 codes, for a total reduction from base wireline demand of 72 codes (100 – 50 –22 = 28 wireline codes per year).  

4. The RCC percent reduction factor is applied to wireline demand one year after the wireline pooling implementation date.  This assumption recognized that RCC would take some time to implement.  For those NPAs in pooling as of 1/1/02, the reduction was applied on 1/1/03.

5. NANPA performed a sensitivity analysis on the RCC percent reduction factor, changing it to 15% and 70%.

Analysis Results and Sensitivity Runs

The following is a summary of the results, including various sensitivity analysis conducted by NANPA.

Model Based on Projected Demand (assuming pooling is implemented in those NPAs that have 50 % or more of their rate areas located in the top 100 MSAs and a 45% reduction in wireline code demand due to RCC)

Using an average CO code demand rate of 11,600 codes assigned per year, the projected NANP exhaust date is 2027, assuming the quantity of NPAs available is 685.  The September 2001 exhaust study results for this case was 2025.

When the RCC percent reduction is reduced to 15%, the projected NANP exhaust date is 2025.  When the RCC percent reduction is increased to 70% the projected NANP exhaust date is 2028.  

NPAs Implementing Pooling

The base model assumptions stated that only those NPAs with 50% or more of their rate centers in the MSA would implement pooling.  To understand the sensitivity of this assumption, NANPA reduced this requirement to just one rate center.  

Model Based on Projected Demand (assuming pooling is implemented in those NPAs that have at least one rate center located in the top 100 MSAs and a 45% reduction in wireline code demand due to RCC)

Using an average CO code demand rate of 11,600 codes assigned per year, the projected NANP exhaust date is 2032, assuming the quantity of NPAs available is 685.  The September 2001 exhaust study results for this case was 2027.

When the RCC percent reduction is reduced to 15%, the projected NANP exhaust date is 2029.  When the RCC percent reduction is increased to 70% the projected NANP exhaust date is 2034.  

Percent Reduction in CO Code Demand Criteria

As stated earlier, it was recognized at that time that there was very limited data available to assist in projecting the impact of number pooling on CO code demand.  The percent reductions included in the assumptions were estimates of the impact of pooling, to be further refined as additional data became available.  For this reason, the assumptions included increasing the percent reductions for both wireline and wireless demand.

The tables below depict the impact of varying the percent reduction in demand in NPAs that implement pooling using the base model of 11,600 yearly CO code demand.  Table 1 assumes pooling is implemented in those NPAs that have 50 % or more of their rate areas located in the top 100 MSAs (i.e., the base model).  Table 2 assumes that pooling is implemented in an NPA with at least one rate center in the Top 100 MSAs.  Included in both table is the impact of rate center consolidation on exhaust.

Table 1: Change in CO Code Demand - Pooling Implemented in those NPAs with 50% or more of their Rate Centers in the Top 100 MSAs

	% Wireline Reduction (25 or more RCs)
	% Wireline Reduction (24 or less RCs)
	% Wireless Reduction
	Base Demand (11,600 codes/yr.)
	45% Reduction due to RCC

	80
	60
	40
	2028
	2029

	70
	50
	30
	2027
	2029

	60
	40
	20
	2026
	2028

	50
	30
	10
	2025
	2027


Table 2: Change in CO Code Demand – Pooling Implemented in those NPAs with at least One Rate Center in a Top 100 MSA

	% Wireline Reduction (25 or more RCs)
	% Wireline Reduction (24 or less RCs)
	% Wireless Reduction
	Base Demand (11,600 codes/yr.)
	45% Reduction due to RCC



	80
	60
	40
	2034
	2038

	70
	50
	30
	2032
	2036

	60
	40
	20
	2030
	2034

	50
	30
	10
	2027
	2032


Observations

The results of this analysis indicate that RCC has a minimal impact on NANP exhaust using the base assumptions (Pooling implemented in those NPAs with 50% or more of their rate centers in the Top 100 MSAs and a 45% reduction in wireline code demand due to RCC).  The impact does increase as the quantity of NPAs introducing pooling and undergoing RCC increases (pooling implemented in those NPAs with at least one rate center in the Top 100 MSA).

IV.   Documentation from the NRO report for 1998

	
	METHOD
	Definition
	Estimated implementation Time Frame
	CONDITIONS WHICH MAXIMIZE BENEFITS

	1
	Rate Center Consolidation
	The combination of two or more contiguous rate centers into one rate center.
	Four months to two and one-half years, depending on the circumstances of the area
	Rate centers with identical local calling areas

Significant quantity of assigned NXXs that have not been activated                                


PART A:
Measures that Affect Local Calling

Consolidation of Existing Rate Centers 

Description

The Consolidation of Existing Rate Centers
 (also known as "Rate Center Consolidation,” or “RCC”) proposal suggests that the number of rate centers could be reduced by combining or collapsing several existing rate centers into fewer rate centers.  This proposal maintains both the current call-routing and call-rating methods.   The Rate Center Consolidation proposal assumes that an NPA/NXX code need not be used to identify more than one switch.  Accordingly, carriers that have more than one switch in a (consolidated) rate center can still be assigned NPA/NXX codes, at a switch level. 

Rate Centers were originally established in response to a need for a fixed point within each exchange that would ensure consistent mileage measurements between exchanges and, therefore, consistent billing for long distance services.  Call rating is typically affected by real-time and downstream processes supported by each service provider.  These processes rely upon knowledge of the calling and called party locations to determine whether the call is local or toll, and to compute the specific charge.  The calling and called party locations are associated with the NPA-NXX of calling and called party number.  Numbering assignment guidelines for companies choosing to perform call rating consistent with the traditional ILEC rate center configuration require the assignment of one CO (Central Office)/NXX code per rate center.  In addition, it appears that for LNP to conform to current industry agreements, the porting to and porting from SPs should share the same rating area. 

Consolidation of Existing Rate Centers is an alternative designed to minimize the demand for NXX codes within an NPA by reducing the number of rate areas in a given LATA.  Implications emerging from the implementation of RCC will vary depending upon the existing rate center structure within a particular geographic area, and should be weighed carefully before RCC is undertaken in a particular Number Plan Area (“NPA” or Area Code) or geographic area.  The impacts resulting from RCC, which are described in this document, are dependent primarily upon the extent to which customers' local calling areas are affected.

RCC alternatives can be categorized as follows:

· Consolidation of rate centers without affecting local calling scopes 

· Consolidation of rate centers affecting local calling scopes

To date, several states have studied or implemented the consolidation of rate centers with different results, which tends to suggest that the measure is not an optimal solution in all situations.  This document provides the result of work in these selected states on both options, including the potential impact on rates.  Texas (RCC-TX) has implemented RCC without affecting exchange calling scopes, and did not increase rates or create customer confusion or a need for customer education.  Colorado’s consolidation (RCC-CO) depicts RCC where calling scopes were affected.  There there was a modest rate increase and some customer confusion.  On the other hand, the Bell Atlantic-New Jersey RCC Study (NJ Study) and comments of Bell Atlantic-Pennsylvania in a state filing, concluded that RCC would have significant impacts on local calling scopes, rates, customer confusion and customer education.

This alternative does not address nor preclude consideration of any other optimization alternatives (e.g., Inconsistent Rate Centers, ELCA, etc.)  Rather, it focuses exclusively on the consolidation of those rate centers historically used by Incumbent Wireline SPs.

Additional Assumptions:

· Local calling plan consolidations and / or changes may be required to permit rate center consolidation to have the desired effect.

· SPs which have multiple switches serving a consolidated rate center will be permitted to assign NXX codes on a “per switch” basis. 

· Commercial Mobile Radio Service (CMRS) provider local calling areas differ significantly from wireline local calling areas. 

· Wireline local  SPs within the area of consolidation will conform to the new rate center boundaries.

Implementation Timeline

· The specific time required for implementation will be dependent upon the complexity of the existing rate center structure, the time to study that structure and understand the implications of the various RCC options, as well as the extent of changes made to that structure and associated network elements in order to accommodate RCC.  The time needed to implement RCC will also be affected by regulatory approval of rate restructuring, when applicable.
· RCC does not require national agreement for implementation and may be implemented, following regulatory consent, on a state, NPA or individual rate center basis.  Since RCC has been implemented in some states, lessons learned from states that have implemented this measure can be useful in those areas investigating the option.  Additional information about the State implementations can be found in the State Issues Task Force report. 
Once state regulatory approval is granted, the physical and administrative work required to achieve RCC will range from as short as four months to as long as two and one-half years to complete.  Studies and actual experience in deployment of RCC in various states support this timeframe.
  This range of time frames is also supported by the SP Cost Questionnaire responses.  (See Cost Questionnaire at Attachment 11.)

Cost Estimation

Similar to the implementation timeline described above, the cost of RCC is subject to a number of variables unique to each geographical area and service provider.  The ATF issued a cost questionnaire to further capture and analyze implementation cost information from End Users, Service Providers and Industry Suppliers.  Aggregated results have been analyzed and can be found in Attachment 11.  It has been difficult to identify an overall cost that is applicable in all areas.
Service Providers

Costs to implement RCC will vary significantly depending on the scope of the RCC option implemented.  In Texas, the costs to SPs was sufficiently small that cost recovery was not addressed.  In more complex RCC options, costs to service providers have been estimated to be as high as $20 Million (NJ Study), and cost recovery plans would likely be required. 

· Smart Pay phones may need to be reprogrammed.

· End User equipment (e.g., PBX Call Accounting Systems) may need to be reprogrammed.

End User of Telecommunications Services

· In areas which have wide local calling areas, the impact on customers, if any, is minimal.  For instance, in Texas, the implemented RCC option has resulted in no discernible shift in toll revenue.  

· Depending on the area where it is implemented, RCC may increase the size of local calling areas, and hence rates, and may have a similar effect on extended calling plans.  

· If an expansion of local calling areas occurs, it may reduce the number of toll calls handled by SP’s.  The total revenue loss and/or expense change may be recovered from basic service rates using a percentage increase across all customers.  Thus, a larger percentage of the revenue may derive from basic service and a lesser percentage from toll service than before RCC is implemented.  Thus, a customer that makes primarily local calls could see an increase in total charges while one that makes primarily toll calls could see a decrease.  For more details, see the NJ Study
 and the Colorado Study
.

· Responses to the end user cost questionnaire indicated that there would be costs to reprogram customer provided equipment (“CPE”) (e.g. Least Cost Routing Tables, etc.).
· Customer Specific Pricing Contracts may need to be re-negotiated as a result of a change in rate centers. (See NJ Study referenced above.)

Benefits of Measure

Qualitative

· Where implemented, RCC can be used as an NXX optimization measure to delay the exhaust of NPAs and future jeopardy situations.  For example, the proposed RCC option implemented in the 210 NPA (San Antonio, Texas) reduces the number of rate centers from 29 to 1.  This consolidation is estimated to result in the extension of the life of the existing 210 NPA by two years.  Depending on the complexity of work involved with the implementation of RCC, it may alleviate some of the impact of an existing jeopardy situation.  However, where jeopardies currently exist, RCC may not eliminate the immediate need for NPA relief.  In New Jersey, the study concluded that if consolidation were realized by early 1999, code life on average, may only extend by less than one half year for the 201, 908, 973 and 732 area codes.  The benefits are realized over time and can be maximized in areas that are planning to, or have just undergone NPA relief, as demonstrated in Texas with implementation of RCC in the 210 NPA. 

· This alternative may permit a reduction in the number of wireless-wireline points of interconnection.

Quantitative

· RCC may reduce the demand for new NXX's.  The total reduction is dependent on SP demand and on the actual reduction in the number of rate centers.
· Wireless providers specifically request as many NXXs as are required to permit wireless customers to be called by wireline customers on a local basis. Thus, wireless NXX demand should be reduced as a result of RCC implementations where the local calling scope is increased.
Technical Considerations:

Switch/OSS Development and Administration 

The Switch/OSS impacts are dependent on the scope of RCC and the level of changes to local calling plans and rates.  Not all of the impacts will apply to all RCCs.  The following list is not all-inclusive.

· Creation of new rate center areas requires new data entries in all industry and service provider databases/tables that use rate centers in their processes including switch translations.

· Billing systems may require modifications. 
· Modifications to customer contact operational support systems (e.g., Business Office) may be required.

· Modifications to coin service equipment may be required.

· Network changes may be required (e.g., trunking rearrangements, including operator services trunks, local dialing plan, toll recording equipment).  This depends upon the RCC option chosen.

Network Reliability

No reliability concerns unique to RCC have been identified. 

Impact On Competition:

Equal Availability of Numbers

· This method provides continued equal availability of future assignable NXXs to all industry segments.

· SP embedded base of previously assigned NXXs will not be affected by implementation of RCC.

Implementation Impacts (Out-of-area, by all, disproportionate)

Out-of-Area

· Other SPs may need to change billing system data to reflect new rate centers. 2
· Other SPs’ individual toll rates between points may change.  This only applies to toll providers using distance sensitive rating. 

· Naming conventions of localities on bills may change.  This may cause some customer confusion.

Impact if Not Uniformly Implemented By All Service Providers

· As described here, this alternative assumes that all carriers will conform to the new rate center boundaries.  Thus, no impacts have been identified. 

Disproportionate

· The incumbent local exchange carrier (ILEC) industry segment believes that it will bear a higher proportion of the impact on revenue, costs of implementing the changes in embedded support systems and associated network rearrangements than other industry segments. 

· For those areas where RCC results in larger local calling areas, competitive local toll providers will see a reduction in the amount of Intra-LATA traffic which is available for competition.  This may result in lost revenue.

Consumer Issues:

Users/Services Impacts 

· The basic concept of local calling using a select set of NPA-NXXs is maintained; size of local area, toll boundaries, and/or mileage between rate center may change.     As a result of these changes, rate group re-classification may need to be performed, services billed on a distance sensitive basis could change, and customer-specific pricing contracts may need to be renegotiated. 

For example, the Bell Atlantic New Jersey Study concluded that more than $80 million in toll, foreign exchange ("FX"), private line and public coin revenues would need to be shifted to and recovered from local service as local calling areas would be expanded.  The actual implementation cost will not be known unless and until the implementation occurs. However, in Texas because RCC involved only metropolitan rate centers with the same local calling scope, there were no explicit changes in end user local calling rates.

· CPE changes may be necessary to accommodate changes in rates or dialing plans. (e.g., Automatic Route Selection, Call Detail Recording, "Smart" Pay  Phones). 

· Customer confusion may occur, and customer education may be needed as a result of changes in local calling areas, rate center names and charges on customer bills. 

· End user satisfaction may increase due to larger local calling areas.  

Dialing Changes

· RCC does not require changes in customer's dialing patterns for consolidation of rate centers with the same local calling areas.

· In areas where a "1" prefix is used as a toll indicator, RCC may have an impact on the local dialing plan.  If consolidation encompasses areas that previously were treated as toll, at a minimum systems would need to be reprogrammed to allow dialing without the “1” prefix.

Public Safety Issues

E911

Impacts on E911 must be studied and understood before RCC can be implemented.  Constructive interaction between serving carriers and Public Safety Answering Point (PSAP) operators must be undertaken in order to realize the maximum advantages of rate center consolidation.  For example:

· Consideration must be given to the routing of 911 calls before approval of any RCC plan.  Default routing of 911 calls is NXX driven. Therefore, not all 911 calls from each rate center being considered for consolidation may be routed through the same ILEC tandems, switches or the PSAPs.  Involvement of the 911 community is essential when determining the impact RCC will have on the routing of 911 calls and how roadblocks can be eliminated cost-effectively without any disruption of service.

· Because PSAP regions fall within the jurisdiction of state/local regulatory authorities, the impact will vary by jurisdiction. 
· PSAP provider participation in rate center consolidation activities, although voluntary, is essential.  PSAPs should be involved in the RCC process from the outset. 

· Modifications for E911 default routing may be required. Modifications to 911 tandems may be required as well.

· Subsequent splitting of E911 tandem boundaries to provide capacity relief will be more complex. 
· The benefits of RCC may be reduced if some E911 routing service specifications continue to require an NXX per PSAP service area. 
Other Considerations

· Although RCC reduces future demand for NXXs, it may not supply any additional NXXs, nor does it allow for sharing of previously assigned NXX codes between service providers.  It will allow for more efficient utilization of numbers from existing and future assigned NXXs; however, the degree of efficiency realized is dependent upon the reduction in the number of existing rate centers and the number of service providers within each area being consolidated.

· RCC consolidation across NPA boundaries will not supply maximum benefit of rate center consolidation. 

· If NPA boundaries continue to maintain the integrity of rate center boundaries, RCC will reduce the number of alternatives available in drawing split boundaries because there will be fewer rate center boundaries from which to choose.

· RCC does not require LNP-LRN to implement.

· A process for determining the new V&H coordinates of consolidated rate centers needs to be devised.  In Texas, the V&H coordinate for the main central office location of the metropolitan exchange was used.
Regulatory/Jurisdictional Considerations

· Changes in the common rate center boundaries used by all Local Service Providers can only be implemented with regulatory consent.

· Implications emerging from the implementation of RCC will vary depending upon the existing rate center structure within a particular area.  Such implications should be examined and considered before RCC is undertaken in a particular NPA or geographic area.

· A detailed regulatory study, including cost/benefit analysis and any revenue/cost changes, should be undertaken for each consolidation effort under review.

· Revisions may be required to Exchange Area Tariffs and Exchange Area Maps for all RCC changes. 

Conditions under Which Benefits Could Be Maximized

· Consolidation of Contiguous Rate Centers with identical calling areas, both optional and mandatory, and identical exchange rates could be implemented in the least amount of time and could have a minimal impact on end users. 

· RCC can reduce code requirements in areas where new entrants have NXX assignments but service has not yet been activated.  Deactivated codes could be recovered for reassignment, but would require voluntary return of inactivated codes.  As a result of the initial RCC in Texas, 77 codes were returned in five NPAs for future use by other SPs.  

V.   Colorado PUC Task Force Report on Rate Center Consolidation
5.5 ELIMINATION OF RELIANCE ON THE RELATIONSHIP

OF AN NXX TO A SINGLE RATE CENTER

Existing rate center configurations have historically been a primary factor in

restricting the efficient use of numbering resources. Rate centers are products of the

original wireline local exchange and toll networks. Rate centers are designated geographic

locations defined by a vertical and horizontal coordinate system (V & H coordinates)

based on latitude and longitude. Each NXX is assigned to a specific rate center for the

purpose of rating calls. By designating a specific location point for an NXX using V & H

coordinates, the distance for a call between two points can be measured and rated

accordingly. The current definition of LRN architecture for LNP allows wireline
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telecommunications customers that elect to change local exchange service providers,

within the same rate center, to retain existing telephone numbers, i.e., the old number is

"ported" to the new provider. In order to implement statewide pooling, it will be necessary

to modify or eliminate this restriction to rate centers.

5.5.1 Rate Centers

Rate centers are the traditional method for rating telephone calls and differentiating

between local and toll calls. As described above, each rate center has a specific location

described by V & H coordinates (or latitude and longitude) describing its physical

location. These coordinates are used as the basis for determining the distance between two

rate centers for call rating purposes. In a single provider wireline telecommunications

world, this linking of NPA-NXX to rating causes no problem. As multiple providers enter

the competitive market with their own serving areas, traditional rate centers become more

of an impediment in implementing a wider geographic pooling scheme. Rate center issues

in the implementation of local number portability between ILECs and CLECs and between

wireline and wireless have become a recurring theme at the national forums and at the

FCC.

5.5.2 Long-Term Proposal to Remove the Dependence on Existing

Rate Centers

In order to successfully consider expanding number pooling to the entire state and

to gain the resulting benefits, it is necessary to consider eliminating some of the

dependence on existing rate centers. It should be noted that this recommendation does not

require the elimination of rate centers per se, only the elimination of some of the

dependencies. The elimination of the link between NPA-NXX and call rating should be

examined further. As competition increases in the telecommunications market in Colorado,

it may be assumed that telecommunications providers will be offering a variety of calling

plans in their specific markets. The reliance upon common "free" local calling areas among

all providers has already begun to disappear in the competitive market. However, there

are many significant issues to resolve before accepting the premise of mass exodus from

the requirement for common local calling areas (e.g., consumer confusion and network

rating and routing problems).

The elimination of dependence on existing rate centers involves extensive changes

in the rating and routing systems of all carriers. Today, carriers rely on the fact that a

specific NPA-NXX corresponds to a specific geographic point. If we remove this

postulate, something must replace it to enable carriers to successfully rate and route calls.

The current suggestion of the Task Force is to further investigate the possibility of using

the Signaling System 7 (SS7) network to transport the information required for the rating

and routing of every call. This will result in a database query for every call. It would

require additional location information to be carried on the SS7 call record (e.g., network

addresses, LRNs, and/or V&H coordinates for the calling and called parties). In addition

to the ability to rate a call using this new location information, it might be necessary to

develop systems to inform consumers of what type of call they are making (e.g., toll
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versus local) through some type of audible or visual means. For example, a consumer

could be provided identifiable tones to indicate that a toll call is being made (in much the

same way as current toll notification is done for customers using various CLASS

features).

5.6 RATE CENTER CONSOLIDATION

Rate Center Consolidation is a very important telephone number efficiency

method. In the case where a local exchange service provider enters a market, it must

obtain an NXX code for every rate center. In metropolitan areas such as Denver, the

number of NXX codes required by each new competitive local exchange carrier

corresponds to the number of rate centers in which they plan to provide service. If the

number of rate centers is reduced, i.e., rate center consolidation, the number of NXX

codes is reduced accordingly. The Task Force is considering long-term measures to

eliminate the dependence on rate centers. However in the interim, rate center

consolidation provides a more efficient use of numbering resources.

The Commission has ordered a consolidation of rate centers within the 303 NPA in

Colorado from 43 rate centers to 16 rate centers. This rate center consolidation

encompasses all of the current Denver Metropolitan Statistical Area (MSA).20 This is

scheduled to be implemented by December 31, 1998.

The Task Force concludes that it is advantageous to consider further rate center

consolidations in areas outside the Denver metropolitan area. Rate center consolidation in

more areas of Colorado would ameliorate the potential future impacts in the areas outside

Denver on number resource exhaustion caused primarily by competitive entry. It should

also be noted that the changes in the configuration of local calling areas in Colorado when further rate center consolidation occurs bring revenue and costs questions into the

decision process as well.
Recommendation:

The FoN should create a list of States where RCC has been done.

� EMBED Excel.Sheet.8  ���








� Note that in some jurisdictions the terms “Rate Area”, “Rate Zone”, Rate District”, or “Exchange” may be used instead of Rate Center. Also, some jurisdictions make use of a hierarchical structure in which a geography  (e.g., a Rate Center) may be subdivided into Rate Districts or Rate Zones. In such cases numbering resource assignment may take place per the smallest subdivision of the hierarchy and these would be the fundamental elements subject to consolidation.





� Wireline demand was used because wireline carriers, unlike wireless, require numbering resources in each rate center served, so that the major impact of RCC is expected to be on wireline demand.


�  Changes to local rates generally require new regulatory proceedings that have costs as well.


�  The 45% figure was derived by the NENO Working Group after the examination of the code assignment data in NPAs where rate center consolidation had occurred.  


�  The following NPAs have recently been through RCC (NPAs 303, 816, 314, 214/972, 817, 713/281, 210, 512, 915).





� This sensitivity analysis was conducted in the September 2001 NANP exhaust study.


� This sensitivity analysis was conducted in the September 2001 NANP exhaust study.





� Also applies to sub section of rate districts or rate areas.


� The RCC-TX implementation took four months.  The Bell Atlantic estimate for New Jersey is approximately two-and-one-half years after commission approval.  Similar to New Jersey, Bell Atlantic-Pennsylvania, (BA-PA) expects that it would need two to two-and-one-half years to implement even limited rate center consolidation in it service territory after Commission of a consolidation plan and associated revenue-neutral rate changes. RCC was implemented in Dallas, Houston, Austin, Fort Worth, and San Antonio, Texas within four months of regulatory approval for rate centers with common local calling scopes.  Southwestern Bell has consolidated 108 rate centers to 31 with no changes in local calling scopes and no customer confusion/education.


� NJ Study


� Colorado Study
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Total Demand

		Location		NPA		Date		No. of RCs (Pre-RCC)		Avg. Monthly Demand (pre-RCC)				No. of RCs (Post-RCC)		Avg. Monthly Demand (post-RCC)		Percent Reduction in Demand		%RCC		Qtr

		Denver		303		9/1/98		43		13.78		**		16		11.42		17.13%		62.79%		3

		Missouri		816		3/30/01		86		5				78		4.25		15.00%		9.30%		1

		St. Louis		314		12/31/99		14		5.42				7		7.25		-33.76%		50.00%		4

		Dallas		214/972		3/15/98		19		36		*		4		14.67		59.25%		78.95%		1

		Fort Worth		817		9/13/98		20		9.11		**		9		9.16		-0.55%		55.00%		3

		Houston		713/281		3/15/98		25		38.67		*		15		16.17		58.18%		40.00%		1

		San Antonio		210		9/13/98		29		9.55		**		1		2.92		69.42%		96.55%		3

		Austin		512		3/15/98		15		20.33		*		2		4.42		78.26%		86.67%		1

		El Paso		915		3/15/98		10		7.67		*		1		2.67		65.19%		90.00%		1

		Average Demand								16.17						8.10		49.89%		mean %		r %rcc		slope		intercept

		Average RCs						29.00						14.78				49.04%		63.25%		0.5912108406		0.807733362		-0.146321359

																3mo		65.22%

																9 mo		28.67%

		* previous 3 months														12 mo		-9.38%

		** previous 9 months																				r Qtr

																						-0.6844665857

		Tucson		520		Pending

		Atlanta		404/678/770		8/15/01		26						3

		Phoenix		602		1997		18						1

		Connecticut		203		6/15/97		38						29

		Connecticut		860		6/15/97		77						57

		Minneapolis		612		1997		20						1				Just a portion of the 612 NPA
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Wireline Demand

		Location		NPA		Date		No. of RCs (Pre-RCC)		Avg. Monthly Demand (pre-RCC)		Pre-RCC demand (Months)		No. of RCs (Post-RCC)		Avg. Monthly Demand (post-RCC)		Percent Reduction in Demand		%RCC		Qtr

		Denver		303		9/1/98		43		10.89		9		16		5.78		46.92%		62.79%		3

		Missouri		816		3/30/01		86		3.8		12		78		3.17		16.58%		9.30%		1

		St. Louis		314		12/31/99		14		3.92		12		7		3.64		7.14%		50.00%		4

		Dallas		214/972		3/15/98		19		27		3		4		9.67		64.19%		78.95%		1

		Fort Worth		817		9/13/98		20		7.44		9		9		8		-7.53%		55.00%		3

		Houston		713/281		3/15/98		25		29.67		3		15		20.33		31.48%		40.00%		1

		San Antonio		210		9/13/98		29		7.22		9		1		0.44		93.91%		96.55%		3

		Austin		512		3/15/98		15		13.33		3		2		3		77.49%		86.67%		1

		El Paso		915		3/15/98		10		4.33		3		1		1		76.91%		90.00%		1

		Average Demand								11.96						6.11		48.86%		mean %		r %rcc		slope		intercept

		Average RCs						29.00						14.78				49.04%		63.25%		0.7953111712		1.0018663116		-0.1813691044

																3mo		62.52%

																9 mo		44.43%

		* previous 3 months														12 mo		11.86%

		** previous 9 months																				r Qtr

																						-0.3433442503

		Tucson		520		Pending

		Atlanta		404/678/770		8/15/01		26						3

		Phoenix		602		1997		18						1

		Connecticut		203		6/15/97		38						29

		Connecticut		860		6/15/97		77						57

		Minneapolis		612		1997		20						1				Just a portion of the 612 NPA

				NOTE:  The pre and post-monthly demand CO code demand represents the monthly demand for the same time period (e.g., pre-RCC is Dec97, Jan98 and Feb98

				and post-RCC is Dec98, Jan99 and Feb99.
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