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IN THE MATTER OF THE U S WEST

COMMUNICATIONS, INC.'S DOCUMEHT GORTROL
COMPLIANCE WITH SECTION 271 OF Docket No. T-00000B-97-0238
THE TELECOMMUNICATIONS ACT OF

1996

U S WEST'S OPPOSITION TO THE MOTION TO COMPEL
OF ACI, ELT AND NEXTLINK

U S WEST Communications, Inc. ("U S WEST"), submits this opposition to the motion
to compel of ACI Corp. ("ACI"), Electric Lightwaves, Inc. ("ELI"), and NEXTLINK Arizona,
Inc. ("NEXTLINK") (collectively "AEN").

L INTRODUCTION

The underlying premise of AEN's motion to compel is that U S WEST is refusing to
cooperate in the discovery process and is delaying the production of relevant information. This
sweeping allegation is exaggerated advocacy that does not reflect the truth. As shown below,
U S WEST has gone to unusual lengths to meet the discovery demands of this case and has
objected to discovery requests only when those requests have been overreaching and not relevant
to the issues that are raised by U S WEST's application under section 271 of the
Telecommunications Act of 1996 (the "Act"). AEN's demand for further responses from
U S WEST generally relates to data requests that are plainly improper and, in some cases, to
requests to which U S WEST has fully responded. |

As discovery has progressed in this proceeding, the intervenors have placed enormous
discovery demands on U S WEST. In the past eight weeks alone, U S WEST has been required

to respond to more than 400 data requests that the intervenors have propounded, including 67
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requests from AEN.! To meet these demands, U S WEST has devoted a team of between 20 and
30 people who have been working daily to keep pace with the intervenors' requests. This team
has responded to the intervenors' requests expeditiously and thoroughly. They have provided
more than 400 written responses to the data requests and have produced more than 50,000 pages
of documents to the intervenors.

While AEN's motion may suggest otherwise, U S WEST has a strong incentive to be
fully responsive to appropriate requests for discovery from the intervenors. Not only is it
U S WEST'"s obligation to respond in that manner, but U S WEST also recognizes that the
disclosure of all non-privileged information relevant to its section 271 application is important to
the success of its application. For these reasons, U S WEST has devoted very substantial
resources to the task of providing discovery in this case. But even with those resources in place,
U S WEST must draw the line at requests that are not designed to serve any meaningful purpose
and that would unnecessarily increase the demands on its discovery team. AEN's motion largely
involves requests of that nature.2

For example, AEN seek to require U S WEST to produce approximately 500,000 pages
of material from an unrelated civil antitrust suit pending in another state involving disputes that
are unrelated to U S WEST's provision of service in Arizona. AEN also seek information
concerning the percentage of the central offices throughout U S WEST's 14-state region that have
space available to accommodate certain collocation equipment. U S WEST has 150 central

offices in Arizona and 1259 region-wide. No CLEC is collocating in 110 of the Arizona central

1'U S WEST recently received an additional 50 requests from AT&T alone. This is in addition to the 287
requests received from AT&T, TCG, MCI WorldCom and Sprint earlier.

2 AEN assert that U S WEST has not responded to AEN Data Requests 38, 43, and 44. AEN Motion to
Compel at 2 n.1. This is inaccurate. U S WEST has responded to AEN Data Requests 38 and 44 on May
13, 1999 and responded to AEN Data Request 43 on May 7, 1999. Accordingly, AEN Data Request

56 -- requesting approximately 500,000 pages of material from unrelated Washington civil antitrust
litigation -- is the only AEN Data Request to which U S WEST has not responded.
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offices, and 1059 of the offices region-wide have no collocators. AEN's request for information
outside Arizona has no bearing on U S WEST's ability to provide collocation in Arizona and is
not reasonably calculated to lead to the discovery of admissible evidence. Moreover, to respond
to this request, U S WEST would have to gather information for the 1259 central offices in its
region. This process would require an enormous amount of time for no legitimate end.

Similarly, AEN demand that U S WEST list all 150 central offices in Arizona where
U S WEST will not be able to accommodate physical collocation. CLECs are collocating in only
40 central offices, leaving 110 without any physical collocations at all. This pattern results from
CLEC decisions to focus on densely populated areas to maximize profits. Thus, AEN's request
would require U S WEST to provide information for many central offices, particularly in highly
rural areas, where no CLEC has requested collocation and where there is no realistic likelihood
of such a request. This information has no reasonable bearing on U S WEST's section 271
application.

With respect to AEN's allegation that U S WEST has delayed in producing information,
U S WEST has responded with all relevant information that is readily available and has promptly
initiated the processes necessary to gather information that is not readily available. As
U S WEST has acknowledged, when U S WEST and Global Crossings recently announced their
intended merger, U S WEST temporarily had to divert some of its legal resources to issues
relating to the merger. That circumstance caused a short-lived delay of only a few days. In
addition, when AEN asked for additional information in meet and confer sessions, U S WEST
agreed to provide much of the requested information and has now provided virtually all of that
information.

AEN's other objection appears to be that U S WEST has not supplemented its responses
quickly enough. U S WEST has tried diligently to balance the needs of all intervenors to
discovery from U S WEST. With respect to AEN's requests, U S WEST has responded to the

vast majority of those requests, has supplemented its responses as it discovered additional
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information, and produced the additional agreed-upon materials by Friday, June 4.

For these reasons and those set forth below, the Hearing Division should reject AEN's
motion to compel.
.  DISCUSSION

A. U S WEST Has Produced And Is In the Process Of Producing All
Relevant Documents Regarding Collocation in Arizona (AEN Data
Requests 20, 31 and 34).

Data Request 20 requests that U S WEST identify central offices in Arizona in which it
anticipates that it will be unable to accommodate requests for physical collocation. In its March
31, 1999 order regarding advanced services and collocation, the FCC ordered incumbent local
exchange carriers ("ILECs") to post information on the Internet regarding central offices that
ILECs know are full. First Report and Order and Further Notice of Proposed Rulemaking,
Deployment of Wireline Services Offering Advanced Telecommunications Capability, CC
Docket No. 98-187, FCC 98-48 q 58 (rel. Mar. 31, 1999) ("Collocation Order"). In accordance
with the Collocation Order, U S WEST has established a publicly available Internet site that
provides this information to AEN and any other interested carrier. AEN can access this site at
http://www.uswest.com/carrier/customer_specific/clecs/index.html. By clicking on "Bulletins,"
AEN can access U S WEST's "Collocation Space Availability Summary." U S WEST refers
AEN to the U S WEST website in response to this data request. It is entirely permissible for
U S WEST to refer AEN to this publicly-available Internet site in lieu of reproducing the
information it contains.

Paragraph 58 of the Collocation Order does not require, as AEN imply, U S WEST to
provide the global information it requests in any other form. Paragraph 58 merely requires an
ILEC that receives a specific request for collocation at a particular ILEC central office to provide
a report within 10 days specifying the amount of collocation space available at the specific

requested premises, the number of collocators, and any modifications in the use of the space
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since the last report. Collocation Order § 58. Thus, the additional reporting referenced in
paragraph 58 relates solely to actual requests for collocation at a particular ILEC premises, not an
obligation to respond to a discovery request regarding collocation space in central offices where
no CLEC has formally requested collocation.

As set forth above, only 40 central offices in Arizona have collocators. It is a waste of
U S WEST's time and resources to investigate space availability in the overwhelming majority
(110) of central offices that have no collocators and where CLECs have expressed no interest in
obtaining collocation. Accordingly, the Hearing Division should reject AEN's motion to compel
a further response to Data Request 20.

AEN Data Request 31 seeks information regarding the percentage of space available in
central offices in Arizona and region-wide to accommodate DS0 and DS1 ICDFs and how many
lines can be provisioned from each office using DS0 ICDFs. U S WEST opposed this request
because the information sought exceeds the scope of information U S WEST is required to
provide under paragraph 58 of the FCC's Collocation Order, is burdensome, and requests region-
wide information that is irrelevant to this proceeding. With respect to space constraints in its
central offices, U S WEST has established the requisite Internet site which provides AEN the
type of information they need. Contrary to AEN's arguments, U S WEST must do no more.

Furthermore, U S WEST should not be required to survey all of its Arizona central
offices regarding space availability for DSO and DS1 ICDF frames. As noted above, U S WEST
has 150 central offices in Arizona alone, many of which are located in rural areas in which no
CLEC has requested collocation or will likely request collocation. U S WEST should not be
required to expend its time and resources investigating space availability in central offices in
which AEN and other CLECs have no interest in ever collocating. This is even more true for the
1059 central offices region-wide in which no CLEC has collocated. If AEN can identify specific
Arizona central offices in which they intend to collocate or specific Arizona central offices in

which they believe there may be space constraints, U S WEST will provide the information.
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In addition, AEN are not entitled to region-wide information regarding central offices that
have space available to accommodate DSO and DS1 ICDF frames. U S WEST does not provide
collocation on a region-wide basis. The FCC's Section 271 Orders make clear that region-wide

information 1s relevant only where a region-wide solution, such as an OSS interface, is used.

See, €.g., Application of BellSouth Corp., BellSouth Telecomm., Inc., and BellSouth Long

Distance, Inc. for Provision of In-Region, interLATA Services in Louisiana, CC Docket No. 98-
121, Memorandum Opinion and Order § 56 (rel. Oct. 13, 1998) ("Second BellSouth Louisiana

Order") ("In situations where BellSouth provides access to a particular checklist item through a
region-wide process such as its OSS, we will consider both region-wide and state specific
evidence in our evaluation of that checklist item"). Where a BOC does not provide a checklist
item on a uniform, region-wide basis (as with collocation), region-wide information is irrelevant
to determining whether the BOC satisfies the checklist item in a specific state.

Regardless, AEN state that information regarding "U S WEST's collocation activities
outside Arizona may assist the Commission in evaluating whether U S WEST satisfies the
requirements of checklist item 1 of the Section 271 14-point checklist." AEN Motion to Compel
at 6. Beyond this conclusory statement, AEN do not explain how such information is relevant to
this proceeding. In fact, it is difficult to conceive how information regarding possible space
limitations in central offices in other states is remotely relevant to determining whether
U S WEST accommodates collocation in Arizona. Each state poses unique demands for
collocation facilities, depending on the competitive climate of the state, population and
demographics, the number and configuration of central offices in the state, and the number of
CLEC requests for collocation.

AEN Data Request 34 asks U S WEST to identify spare COSMIC frame/MDF capacity
in all Arizona central offices, spare capacity on ICDF frames in all Arizona central offices, and
vacant floor space in all central offices that could be used to expand COSMIC frames and MDFs.

This request is overbroad and unrelated to U S WEST's obligation to provide collocation.
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As set forth above, the FCC's Collocation Order does not impose the broad reporting
obligations regarding spare frame capacity that AEN seek in Data Request 34. ILECs are only
required to identify central offices in which it is known that space is unavailable for physical
collocation and to respond to specific requests for physical collocation. Collocation Order § 58.
Since ILECs are not required to survey their central offices for space availability issues relating
to their own distribution frames, AEN's request is irrelevant and overly burdensome.

Furthermore, as noted above, U S WEST should have be required to devote resources to
surveying frame capacity and floor space in all of its 150 Arizona central offices, particularly its
rural central offices. AEN and other CLECs have shown no interest in collocating in 110 of
these Arizona central offices; surveying frame capacity and floor space in those central offices is
unnecessary to determining whether U S WEST accommodates collocation requests.

U S WEST has provided the collocation information it is required to provide under the
FCC's orders and any reasonable standard of relevance. AEN's requests for further information
are overly broad, and any marginal relevancy of the information is far outweighed by the burden
imposed on U S WEST. The Commission should reject AEN's motion to compel further

responses to Data Requests 20, 31, and 34.

B. U S WEST Has Produced And Is In the Process Of Producing All
Relevant Documents Regarding Trunking (AEN Data Requests 3, 4,
7-11, and 14).

These data requests relate to information concerning trunks, trunk capacity, and
provisioning intervals for trunk orders. At the meet and confer session, AEN initially
complained that U S WEST had not provided this information in a disaggregated form -- by
specific trunk groups and carriers. AEN claimed they need this information to compare blockage
on each CLEC's network with blockage on U S WEST's network. U S WEST has supplemented
its responses to AEN Data Requests 3, 9, 10, 11 and 14.

During the week of May 17, U S WEST informed AEN -- ELI, in particular -- that it

would provide this information in a disaggregated form. In doing so, U S WEST emphasized
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that providing this information by trunk group in response to AEN Data Requests 4, 7, and 8
would reveal highly confidential information about U S WEST and its competitors alike.
Specifically, the information shows the extent to which carriers are utilizing trunk groups, which
bears directly on their business plans. For this reason, U S WEST always has treated as highly
confidential information relating to its trunk use and the trunk use of carriers that are
interconnected with U S WEST.

Upon learning that production of the trunk data would reveal confidential information,
AEN told U S WEST to postpone producing the information to permit AEN to consider the risk
of having it produced. On June 2, 1999, ELI, on behalf of the intervenors, asked U S WEST to
produce the information, but to mask CLEC-specific information. Masking the data, however,
will not allow AEN to perform a nondiscrimination analysis, which calls into question the basis
for the request. AEN now claim that they need the information to compare blocking on a "switch
by switch basis between CLECs and U S WEST." This, however, is not a proper analysis.
Section 251(c)(2)(C) of the Act requires U S WEST to provide CLECs with "interconnection that
is at least equal in quality to that provided . . . to itself . . . ." To perform this analysis, the
Commission must compare U S WEST's Arizona network with the CLEC's Arizona network.
Such an analysis does require CLECs to obtain information about the U S WEST trunk groups to
which they are interconnected, and that their calls pass over. At the same time, this analysis
cannot be performed without knowing the trunk groups attributed to each CLEC. Moreover,
redacting this information, as AEN request, would be a tremendous undertaking and a waste of
time.

AEN's purported basis for masking the information is to protect against other CLECs
using information improperly. Importantly, at the same time, they ask U S WEST to trust that
the confidentiality agreements in place will protect its data. However, if a CLEC wanted to
obtain confidential information, it could determine which trunk groups belong to each CLEC by

comparing the data AEN seek with the fiber maps being produced to U S WEST in response to
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Data Request 5 of Attachment A. Thus, the Hearing Division should order AEN to make a
choice: (1) disaggregated data for all parties with all information disclosed; or (2) no
disaggregated data at all. Treating all parties the same way, U S WEST and CLECs alike, seems
the fair and appropriate option.

C. U S WEST Has Produced All Relevant Documents Regarding
Affiliate Transactions (AEN Data Requests 12, 16, 46, and 63).

U S WEST responded to AEN Data Requests 12, 16, 46 and 63 and provided information
regarding affiliate transactions in its original data request responses served on April 25, 1999.
All of the information AEN seek is contained in those materials and U S WEST's responses. In
an attempt to assist AEN, however, U S WEST has provided supplemental information to clarify
the information it has already provided. Accordingly, there is no basis to compel further

responses from U S WEST.

D. U S WEST's Responses to AEN Data Requests 29, 36, and 37 Are
Proper And Complete Given The State Of The Law.

AEN Data Requests 29, 36, and 37 request information regarding the combinations of
network elements U S WEST will provide and the unbundled network elements U S WEST will
provide. U S WEST responded to these requests regarding the elements it will provide while the
FCC adopts new unbundling rules and the means by which CLECs can access unbundled
elements during this interim period. U S WEST should be required to provide no further
response.

In AT&T Corp. v. Towa Utils. Bd., 119 S. Ct. 721 (U.S. 1999), the United States Supreme
Court vacated in its entirety the FCC rule -- 47 C.F.R. § 51.319 -- that defined the network
elements ILECs must unbundle under 47 U.S.C. §§ 251(d)(2) and 251(c)(3). The Court held that
the FCC failed to consider adequately the standard for determining which elements must be
unbundled set forth in Section 251(d)(2). The FCC has issued a notice of proposed rulemaking

in response to the Supreme Court's decision and is in the process of receiving comments from
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numerous industry participants. It has not, however, issued final orders setting forth the network
elements ILECs must provide under the Act. As a result, there is currently no valid FCC rule
setting forth the elements ILECs must provide to competitors under the Act.

Because there is no rule establishing which network elements ILECs must unbundle in
the first instance, and the FCC has not yet finished its rulemaking to address the Supreme Court's
decision, there is currently no means of determining what currently combined elements
U S WEST must provide pursuant to 47 C.F.R. § 51.315(b), and no rules establishing the terms
and conditions for accessing both unbundled network elements and combinations of network
elements. State commissions that have considered this issue have agreed with U S WEST's
position. For example, in considering U S WEST's section 271 application in Nebraska, the
Nebraska commission agreed that until the FCC issues new unbundling rules, it is not possible to
predict which network elements must be unbundled and which combinations CLEC are entitled

to access. See Factual Findings and Partial Verification, In the Matter of U S WEST

Communications, Inc., Denver, Colorado, Filing Its Notice of Intention to File Section 271(c)

Application with the FCC and Request for Commission to Verify U S WEST Compliance with
Section 271(c), Application No. C-1830, at 55 (Neb. PSC April 9, 1999).

In light of this uncertain state of the law, U S WEST has responded to the data requests in
the most forthright manner currently possible. During the interim period until the FCC issues
new unbundling rules in response to AT&T Corp. v. Iowa Utils. Bd., U S WEST has notified the
FCC that U S WEST will honor existing interconnection agreements with respect to the
availability and pricing of unbundled network elements. Accordingly, during this interim period,
U S WEST will provide the elements set forth in those agreements. With respect to
combinations, during this interim period, it is the CLEC's responsibility to combine any
unbundled elements purchased from U S WEST and to perform all engineering design functions
to ensure the end-to-end functionality of the combinations the CLEC creates.

Once the FCC issues valid unbundling rules in response to the Supreme Court's decision,

-10-
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U S WEST will comply with all legal obligations in providing access to UNEs, including
obligations arising under AT&T Corp. v. Iowa Utils. Bd. Thus, the response U S WEST has
provided informs AEN how U S WEST "intend[s] to provision combinations of unbundled
network elements" in light of AT&T Corp. v. Iowa Utils. Bd. as Data Request 29 asks and
responds to AEN's request "whether there are any unbundled network element combinations that
U S WEST will provide on an unseparated basis . . . " as requested in Data Request 37.

U S WEST provides a similar response to Data Request 36, which asks U S WEST to
identify the unbundled network elements it currently offers and to explain any possible alteration
to that list of elements. AEN argue that U S WEST's response does not "provide any detailed
information responsive to the specific data sought in the request." AEN Motion to Compel at 9.
In addition to its explanation regarding the effect of AT&T Corp. v. Iowa Utils. Bd., U S WEST
also stated that its Arizona Statement of Generally Available Terms and conditions for
Interconnection ("SGAT") provides CLECs with access to the network elements in now-vacated
Rule 319. Inresponse to Data Request 36(a), U S WEST identified the parties that have
requested access to unbundled loops and refers AEN to Exhibit WGA-6 for copies of existing
interconnection agreements. In response to Data Request 36(b), (c), and (e), regarding rates,

U S WEST referred AEN to its Arizona interconnection agreements and its SGAT. Finally, in
response to Data Request 36(d), U S WEST identified the unbundled loops it has provisioned as
of April 10, 1999. Thus, U S WEST has provided information in response to the specific data
sought in Data Request 36.

U S WEST should not be compelled to predict what the FCC will require with respect to
network element unbundling and combinations of elements. The response U S WEST has
provided to the AEN Data Requests is a complete, straightforward response given the current

state of the law.

-11 -
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E. U S WEST Has Produced And Is In the Process Of Producing All
Relevant Documents Regarding Local Loops (AEN Data Requests 51
and 40).

AEN complain about U S WEST's responses to two data requests seeking information
about U S WEST's provisioning of unbundled loops. Neither complaint has merit.

First, AEN state that U S WEST has not responded adequately to AEN Data Request 51,
which seeks information about the types of unbundled loops U S WEST has prévisioned in
Arizona, including, for example, how many of the loops are two-wire analog and four-wire
analog. U S WEST responded to this request by stating accurately that it does not track the
detailed information the request seeks. That statement is true; U S WEST does not have a data
base for recording information about the detailed characteristics of each loop it provisions in
Arizona.

Nevertheless, in response to the concerns AEN expressed during the meet and confer
process, U S WEST's discovery team extracted loop-specific information that responds to AEN
Data Request 51. This process was extremely time-consuming, but resulted in the information
that AEN apparently seek. U S WEST has provided AEN with that information, rendering moot
AEN's complaint about U S WEST's response to this data request.

Second, AEN assert that U S WEST has not adequately responded to AEN Data Request
40, which asks U S WEST to describe the method by which a CLEC can gain access to an
unbundled loop from a remote switch without being collocated at the switch. However, as

shown by the request and response, set forth below, U S WEST has fully responded:

AEN Request No. 40

Will U S WEST permit a CLEC to have access to an unbundled loop
provisioned from a remote switch without being collocated at the remote
switch? If so, please describe the method by which U S WEST will permit
a CLEC access to such unbundled loops.

U S WEST Response

-12-
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Yes. U S WEST will permit a CLEC to have access to an unbundled loop
that is provisioned from a remote switch where a CLEC is not collocated.
The method that the CLEC would use to access these loops is listed below.

U S WEST has various unbundled network elements (UNEs), that the
CLEC can purchase, access, and combine to transport the desired
telecommunications services.

A number of these UNEs, including dedicated transport and unbundled
loops, could be combined to create an extended loop product if desired by
a CLEC. Unbundled dedicated transport, usually referred to as unbundled
interoffice dedicated transport or UDIT, consists of facilities between

U S WEST Central Offices. Unbundled loops consist of facilities between
U S WEST Serving Wire Centers and network interface devices on end
user premises. High and low side multiplexing equipment provides the
required interface between unbundled dedicated transport and unbundled
loops.

It is the responsibility of the CLEC to combine any UNEs purchased from
U S WEST. It also is CLEC's responsibility to perform all engineering
design functions required to ensure the end-to-end functionality of
combined elements.

This response explains the options available to CLECs that desire to access an unbundled
loop provisioned from a remote switch without being collocated at the remote switch. As such,
the response provides the information requested in the data request. Accordingly, there is no

basis for compelling a further response.

F. U S WEST Will Produce All Relevant Documents Regardilig Number
Portability In Response To AEN Data Requests 59 and 60 When That
Information Is Available.

AEN seek information regarding orders for interim number portability since January
1999. U S WEST responded that it would provide the information with its rebuttal testimony in
this proceeding or earlier if it is completed in advance. AEN argue, however, that U S WEST
should provide this material sooner so that AEN have the opportunity to respond.

The simple answer to AEN's request is that the information it seeks has not yet been
compiled. U S WEST responded that it would provide the requested information, at the latest,

along with its rebuttal testimony because U S WEST knew the data would be available at that

-13 -
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time. To the extent the number portability data AEN seek is available sooner, however,
U S WEST will certainly provide it.

G. U S WEST Is Not Required To Produce Cost Information Already
Providing in Commission Cost Proceedings (AEN Data Requests 21
and 26).

AEN Data Requests 21 and 26 ask U S WEST to produce cost materials on which it
relied for determining the costs of physical and virtual collocation (AEN Data Request 21) and
for determining the cost of unbundled network elements (AEN Data Request 26). U S WEST
has already produced the materials AEN seek in the Commission's cost docket proceeding,
Docket No. U3021-96-448, and the Commission has rendered its decision. That decision has
also been reviewed by the Arizona federal district court.

AEN argue that U S WEST should be required to reproduce all of this material because
some parties to this proceeding were not parties to the cost docket proceeding. AEN Motion to
Compel at 12. Regardless, there is no reason to require U S WEST to assume the significant
burden of reproducing all of its cost data and support in this proceeding. The information AEN
seek is publicly available in the Commission's files. To the extent any of the requested material
is not confidential, AEN are free to obtain whatever materials they desire from those files. To
the extent AEN simply wish to know the basis for the UNE rates, as their motion implies, AEN
should consult the Commission's cost docket decision, attached hereto as Exhibit 1, as the best

source for determining the basis for the Commission's pricing decisions.

H. Outdated Studies Regarding U S WEST COSMIC and MDF Frame
Reliability Are Irrelevant To This Proceeding. Regardless,
U S WEST Does Not Have Possession Of Those Outdated Studies
(AEN Data Request 33).

AEN Data Request 33 seeks studies comparing the reliability of COSMIC frames with
main distribution frames ("MDFs"). U S WEST responded that the only studies of which it was
aware are Bellcore studies that pre-date the divestiture of AT&T and, accordingly, are more than

15 years old. Because of their age, these reports have marginal relevance, especially because

-14-
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COSMIC and MDF frames continue to be in use. U S WEST further responded that because
both frame types are extremely reliable, it has seen no need to replicate the Bellcore studies.
Nevertheless, in meet and confer sessions with AEN, U S WEST agreed to provide these
studies if it could locate them. After investigating the issue, U S WEST has been unable to
locate copies of the studies. Accordingly, it has no material to produce in response to this
request. If AEN wish to obtain copies of these studies, they should consult Bellcore, the entity

that performed them.

I U S WEST Should Not Be Compelled To Provide Further Responses
To AEN Data Requests 15, 13, 39 and 56.

AEN argue that U S WEST has not yet supplemented its responses to AEN Data
Requests 13, 15 and 39. As of this date, U S WEST has responded to or provided supplemental
clarification to AEN Data Requests 13, 15 and 39, as requested. Accordingly, there is no basis to
compel responses to these data requests.

U S WEST, however, objects to AEN Data Request 56 altogether, which asks U S WEST
to produce all responses and all documents U S WEST produced to any non-U S WEST party in
Electric Lightwave, Inc. v. U S WEST, Docket No. C9701073, Western District of Washington,
Seattle Division, a civil antitrust suit involving disputes in Oregon, Utah and Washington.

U S WEST opposed this request because it is unduly burdensome, calls for the production of
privileged information, and is irrelevant. AEN claim that these objections are "perfunctory” and
should be denied.

U S WEST"s objections are well founded. In the Washington ELI litigation, which is still
ongoing, U S WEST has responded to countless interrogatories and requests for production of
documents. By U S WEST's estimation, providing the information AEN seek would require
U S WEST to produce approximately 500,000 pages of materials. Responding to this single data
request would require U S WEST to produce approximately ten times the pages of material it has

produced in the entirety of this proceeding. Rather than focus its requests to topics that may be
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relevant to this Arizona proceeding, AEN impose the tremendous burden on U S WEST of
producing hundreds of thousands of pages of irrelevant material.

In addition to the tremendous burden this request imposes, the requested material is
irrelevant to this proceeding. The ELI Washington litigation involves disputes from Oregon,
Utah and Washington, not Arizona,? and U S WEST's discovery responses in that litigation have
focused on issues in those states. Thus, discovery from that unrelated litigation has no bearing
on U S WEST's compliance with the competitive checklist in Arizona.

AEN assert, without explanation, that this 500,000 pages of material "relates directly to
U S WEST's policies concerning interconnection,” AEN Motion to Compel at 15, but they do not
state how or why material from a civil antitrust suit in another state involving disputes in other
states is relevant to this proceeding. As set forth above, the FCC's Section 271 Orders make
clear that region-wide information, which is essentially what AEN seek, is relevant only where a
region-wide solution is used. See, e.g., Second BellSouth Louisiana Order 4 56 ("In situations
where BellSouth provides access to a particular checklist item through a region-wide process
such as its OSS, we will consider both region-wide and state specific evidence in our evaluation
of that checklist item"). Unlike OSS, "interconnection" is not a region-wide system with region-
wide applicability. Accordingly, region-wide information is irrelevant to determining whether
U S WEST satisfies the interconnection checklist item in Arizona. U S WEST has provided and
will provide information in response to AEN's data requests relating to interconnection activities
in Arizona. Since interconnection is not a region-wide system, the information AEN seek from
the Washington ELI litigation is irrelevant to this proceeding.

AEN also take U S WEST to task for not preparing a privilege log with respect to this

request. Because U S WEST has interposed general relevancy and burdensomeness objections to

3 Indeed, in the Washington litigation, ELI initially raised some vague complaints regarding U S WEST's
provision of service in Arizona. The Court, however, dismissed those issues over a year ago.
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this request, and will not produce the requested material unless compelled to do so, U S WEST
has not prepared a specific privilege log.# Similarly, because this material is irrelevant to this
proceeding, U S WEST opposes requiring the Hearing Division to take valuable time and devote
scarce resources to pouring over countless pages of irrelevant materials in camera.
III. CONCLUSION

The Hearing Division should deny AEN's motion to compel. U S WEST has worked
diligently to respond to over 400 data requests served by numerous parties in this proceeding.
With respect to AEN, in meet and confer sessions, U S WEST agreed to supplement its responses
on virtually every issue AEN raised and has provided that supplemental information to AEN.

There is simply no basis for compelling further responses from U S WEST.

Respectfully submitted,

Thomas M. Dethlefs

U S WEST Law Department
1801 California Street

Suite 5100

Denver, CO 80202

(303) 672-2995

FENNEMORE CRAIG, P.C.
Timothy Berg

3003 North Central Ave., Suite 2600
Phoenix, AZ 85012

(602) 916-5421

Attorneys for U S WEST Communications, Inc.

4 Given the amount of material at issue, preparation of such a log alone could be a monumental task.
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ORIGINAL and 10 copies of the foregoing filed
this 1* day of June, 1999, with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 W. Washington St.

Phoenix, AZ 85007

COPY of the foregoing hand
delivered this 1* day of June, 1999, to:

Maureen A. Scott, Legal Division

ARIZONA CORPORATION COMMISSION
1200 W. Washington St.

Phoenix, AZ 85007

Ray Williamson, Acting Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 W. Washington St.

Phoenix, AZ 85007

Jerry Rudibaugh, Chief Hearing Officer
Hearing Division

ARIZONA CORPORATION COMMISSION
1200 W. Washington

Phoenix, AZ 85007

COPY of the foregoing faxed and mailed
this 1* day of June, 1999, to:

Donald A. Low

Sprint Communications Company, LP
8140 Ward Parkway SE

Kansas City, MO 64114

Steven Duffy

Ridge & Isaacson

3101 North Central Avenue, Suite 1090
Phoenix, Arizona 85012

Thomas Campbell
Lewis & Roca

40 N. Central Ave.
Phoenix, AZ 85004

Joan S. Burke

Osborn Maledon, P.A.

2929 N. Central Ave., 21* Floor
PO Box 36379

Phoenix, AZ 85067-6379
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Thomas F. Dixon

Karen L. Clausen

MCI Telecommunications Corp.
707 17" Street # 3900

Denver, CO 80202

Stephen Gibelli

Residential Utility Consumer Office
2828 North Central Ave., Suite 1200
Phoenix, AZ 85004

Michael M. Grant
Gallagher & Kennedy
2600 N. Central Ave.
Phoenix, AZ 85004-3020

Michael Patten

Lex J. Smith

Brown & Bain

2901 N. Central Ave.
Phoenix, AZ 85012

Daniel Waggoner

Davis, Wright & Tremaine
2600 Century Square

1501 Fourth Avenue
Seattle, WA 98101-1688

Richard S. Wolters

Maria Arias-Chapleau
AT&T Law Department
1875 Lawrence Street # 1575
Denver, CO 80202

COPY of the foregoing mailed
this 1* day of June, 1999, to:

David Kaufman

e.spire Communications, Inc.
466 W. San Francisco Street
Santa Fe, NM 87501

Frank Paganelli

Colin Alberts
Blumenfeld & Cohen
1615 M Street, Suite 700
Washington, D.C. 20036
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Alaine Miller

NEXTLINK Communications, Inc.
500 108" Ave. NE, Suite 2200
Bellevue, WA 98004

Carrington Phillip

Cox Communications, Inc.
1400 Lake Hearn Dr., N.E.
Atlanta, GA 30319

Diane Bacon, Legislative Director
Communications Workers of America
5818 N. 7™ St., Suite 206

Phoenix, Arizona 85014-5811

Penny Bewick

Electric Lightwave, Inc.
4400 NE 77" Ave.
Vancouver, WA 98662

Philip A. Doherty
545 South Prospect Street, Suite 22
Burlington, VT 05401

W. Hagood Bellinger
5312 Trowbridge Drive
Dunwoody, GA 30338

Joyce Hundley

U.S. Dept. of Justice
Antitrust Division

1401 H Street, NW, # 8000
Washington, DC 20530

Andrew O. Isar

Telecommunications Resellers Association
4312 92nd Ave., NW

Gig Harbor, WA 98335

Raymond S. Heyman

Randall H. Warner

Two Arizona Center

400 North 5™ Street, Suite 1000
Phoenix, AZ 85004-3906

Deborah R. Scott

Citizens Utilities Company

2901 North Central Avenue, Suite 1660
Phoenix, Arizona 85012
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EXHIBIT 1

BEFORE THE ARIZONA CORPORATION-COMMYSSION

" JIMIRVIN

COMMISSIONER - CHAIRMAN
RENZ D. JENNINGS

COMMISSIONER
CARL J. KUNASEK

COMMISSIONER

IN THE MATTER OF THE PETITION OF
AMERICAN COMMUNICATIONS SERVICES,
INC. AND AMERICAN COMMUNICATIONS
SERVICES OF PIMA COUNTY, INC. FOR
ARBITRATION WITH U S WEST
COMMUNICATIONS, INC. OF
INTERCONNECTION RATES, TERMS, AND
CONDITIONS PURSUANT TO 47 U.S.C.

§ 252(b) OF THE TELECOMMUNICATIONS
ACT OF 1996.

IN THE MATTER OF THE PETITION OF
AT&T COMMUNICATIONS OF THE
MOUNTAIN STATES. INC. FOR
ARBITRATION WITH U S WEST
COMMUNICATIONS. INC. OF
INTERCONNECTION RATES. TERMS. AND
CONDITIONS PURSUANT TO 47 U.S.C.

§ 252(b) OF THE TELECOMMUNICATIONS
ACT OF 1996.

IN THE MATTER OF THE PETITION OF
MFS COMMUNICATIONS COMPANY. INC.
FOR ARBITRATION WITH U S WEST
COMMUNICATIONS. INC. OF
INTERCONNECTION RATES. TERMS. AND
CONDITIONS PURSUANT TO 47 U.S.C.

§ 252(b) OF THE TELECOMMUNICATIONS
ACT OF 1996.
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IN THE MATTER OF T!‘;}A;PETITION OF
MCIMETRO ACCESS TRANSMISSION
SERVICES. INC. FOR ARBITRATION OF
THE RATES, TERMS. AND CONDITIONS OF
INTERCONNECTION WITH U S WEST
COMMUNICATIONS, INC. PURSUANT TO
47US.C.§252(b) OF THE ..,
TELECOMMUNICAT{ONS ACT OF 19%6.

IN THE MATTER OF THE PETITION OF
BROOKS FIBER COMMUNICATIONS OF
TUCSON, INC. FOR ARBITRATION OF THE
RATES, TERMS, AND CONDITIONS OF
INTERCONNECTION WITH U S WEST
‘COMMUNICATIONS, INC. PURSUANT TO
§ 252(b) OF THE TELECOMMUNICATIONS
ACT OF 1996. '
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IN THE MATTER OF THE PETITION OF
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November 14, 1996

November 18, 19. 20, 21, 22, 25, 26 and 27, 1996
Phoenix, Anzona

Jerry Rudibaugh, Lyn Farmer, and Barbara M. Behun

FENNEMORE CRAIG, by Mr. Timothy Berg on behalf
of U S WEST Communications, Inc.; and Norton Cutler
and Kathryn E. Ford on behalf of U S WEST, Inc. and
PERKINS COIE, by Mr. Robert L. Deitz on behalf of U
S WEST Communications, Inc.;

BROWN & BAIN, P.A., by Mr. Lex Smith on behalf of
TCG Phoenix;

BROWN & BAIN, P.A., by Mr. Michael Patien and
KELLEY DRYE & WARREN, LLP. by Mr. Chip
Yorkgitis on behalf of American Communications
Services. Inc. and American Communications Services
of Pima County. Inc.;

OSBORN MALEDON. P.A. by Ms, Joan S. Burke and
DAVIS WRIGHT TREMAINE. by Mr. Dansel -
Waggoner, Ms. Mary E. Steele. and Mr. Richard S.
Wolters on behalf of AT&T Communications of the
Mountain States. Inc.:

SWIDLER & BERLIN. by Mr. Douglas G. Bonner on
behalf of MFS Communications Company. Inc. and
GST Tucson Lightwave. Inc.:

LEWIS & ROCA, LLP. by Mr. Thomas H. Campbell on
behalf of MClmetro Access Transmissions Services.
Inc.;

MCI TELECOMMUNICATIONS CORPORATION. by
Mr. Thomas F. Dixon. Jr.. Senior Attorney. on behalf of
MClmetro Access Transmission Services, Inc.:

SNELL & WILMER. LLP. by Mr. Thomas L. Mumaw
on behalf of Brooks Fxber Commumcatlons of Tucson.
“Inc.;

© . Mr. Donald A. Low on behalf of Spnm
s .A_Commumcatwns Company L. P,,

M. Pau! chhaud on behalf of ifie Residential Unht\ e
Consumer Oﬁice and ‘

Mr Chrxstopher C. l\cmple\ Assrstam Chief Counsel.”
on behalf of the Utilities Division of the Arizona
Corporation Commission.

DECISIONNO. L4638

R ey P




(8}

V- - B - LV B

10
11

3 lg
14
15
16
17

18
19
20
21

23
24
LR

26
=
28

DOCKET NO. U-3021-96-448 ET AL.
BY THE COMMISSION:

In separate dockets, each of the above parties filed with the Arizona Corporation Commission

“ (“Commission™) a petition for arbitration of interconnection rates, terms and conditions with U S WEST

Commux}ic:ations, Inc. (“U S WEST™), pursuant 10 47 U.S.C. § 252(b) of the Telecommunications Act

of 1996 (“Act”). Decisions regarding issues raised in each party’s arbitration have been or will be

handled separately, with the exception that many of the pricing issues were either resolved on an interim
basis. to be trued up after this Decision. or were deferred to this Decision.
L. INTRODUCTION

A. Legal and Procedural History

The Act, effective February 8. 1996, sets forth the duties of telecommunications carriers and
establishes particular obligations of local exchange carriers ("LECS") regarding interconnection. the
provision of telecommunications services on an unbundled basis. and the offering of telecommunications
services for resale at wholesale rates. The Act also instructed the Federal Communications Commission
(“FCC™) to issue regulations interpreting the Act by August 8. 1996. On July 2. 1996. the FCC issued
Telephone Number Portability. CC Docket No. 95-116. First Report and Order and Further Notice of
Proposed Rulemaking. FCC 96-268 (“TNP Order"). which established rules to provide for a customer-
who changes LECs to keep the same telephone number.! On August 8. 1996. the FCC reléased
Implemeniation of the Local Competition Provisions of the Telecommunications Act of 1996. CC Docket
No. _?6:_98; First Report and Order. FCC 96-325 ("FCC Order™) and Implementation of the Local
Competition Provisions of the Telecommunications Act of 1996, CC Docket No. 96-98. Second Report
and Order and Mcmorandum Opinion and Order, FCC 96-333, which established initial rules ("FCC
Rules™) to accomplish the goals of the Act.

Concurrently, the Comrmssxon approvcd AAC. Rl 4-2~1301 through RM-" 1311
(“lntcrconnccuon Rulcs ) m Decnsnon No. 59761 (July 22, 1996) which govem interconnection of

R14 2 1507 (“Arbltratlon and Mcdlatron Rules ) approvcd in Dec:s:on No. 59762 (Jul) 22, 1996)

e LI ST IS TR ————————

! In the individual arbitration Decisions. the Commission has decided interim number

portability issues in accordance with the FCC’s methodology. and incorporates that resolution herein.
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DOCKET NO. U-3021-96-448 ET AL.
authorized the Hearing Division to establish procedures and conduct arbitrations to resolve disputes

regarding interconnection. the provision of telecommunications services, and resale services.

The Act provides for a CLEC to attempt to negotiate interconnection terms directly with the
ILEC, ar]d -if unsuccessful. either party may request the State commission to arbitrate the unresolved
issues. The Act requires the State commission to resolve the remaining issues within 180 days of a
telecommunications carrier’s initial interconnection request. Pursuant to the Act, § 252, just and
reasonable rates for interconnection and network elements are to be based on the cost of providing the

| interconnection or network element. The rates must be nondiscriminatory and may include a reasonable

W 00 A N W A~ W N

profit. The wholesale rates for resale services are to be the ILEC’s retail rates excluding costs of

—
o

marketing. billing. collection and other costs avoided when selling resale rather than retail.

1 As stated in the Act, § 252(d)(1):

12 INTERCONNECTION AND NETWORK ELEMENT CHARGES. -
Determinations by a State commission of the just and reasonable rate for the
interconnection of facilities and equipment for purposes of subsection (c}2) of section
251. and the just and reasonable rate for network elements for purposes of subsection
(c)(3) of such section - 4 .
(A) shallbe- :

(1) based on the cost (determined without reference to a rate-of-return

or other rate-based proceeding) of providing the interconnection or network element

16 (whichever is applicable). and
(1)  nondiscriminatory. and
17 3 (B)  may include a reasonable profit.
18 The Act requires the following regarding the saie of services available for resale. at § 252 (d)3):
19 . WHOLESALE PRICES FOR TELECOMMUNICATIONS SERVICES. - For the

purposes of section 251(c)(4). a State commission shall determine wholesale rates on the

20 basis of retail rates charged to subscribers for the telecommunications service requested.
excluding the portion thereof attributable to any marketing, billing. collection. and other

21 ’ costs that will be avoided by the local exchange carrier.

22 The FCC’s Rules require the use of total element long run incremental cost (“TELRIC™)

23 mput ”

methodology 1o comp'ixtc fateé. TELRIC mcthodology includes the forward-looking costs that can be

tributed duectlytothe _p_;é;visiqh Qf scrvnces nsin_g that element, and includes a reasonable share of an

~ i . et
B 5 o - - i

YN, e w1y e S

- "Ii.’EC";*frér:w'ard— ooking joint-and common costs. efféO;éﬂzcg‘.'ﬂb“Shéa.@efa““ ﬁagzbéﬂing's'-or 1

TR TR TSI S A T,

-{|--Tanges: which the. E.QC:@?}E@;P?_Q?Q Jbe reasonable and in 4<_:ompliance with TELRIC methodology.

A.A.C. Rule 14-2-1309 requires the use of total service long run incremental costs (“TSLRIC™) o |

determine costs. TSLRIC is the total additional cost incurred by a telecommunications company 10
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produce the entire quantity of a service, given that the company already provides all of its other services.
TSLRIC is based on the least cost, most efficient technology that is capable of being implemented at the
time the decision to provide the service is made.

American Communications Services, Inc. and American Communications Services of Pima
County, Inc. (collectively “ACSI™), AT&T Communications of the Mountain States, Inc. CCAT&T™).
MFS Communications Company, Inc. (“MFS”), TCG Phoenix (“TCG™), MCImetro Access Transmission
Services, Inc. (*MCI™), Brooks Fiber Communications of Tucson, Inc. (“Brooks™), Sprint
Communications Company, L.P. (“Sprint™), and GST Tucson Lightwave, Inc. .(“GST") have each
requested arbitration of unresolved issues arising from its attempt to enter into an interconnection
agreement with U S WEST. Cox Arizona Telcom. Inc. ("Cox™) agreed that it would be bound by the
determinations made in this consolidated docket. Given the short time framr;. in which the Commission
had to resolve the disputed interconnection issues. on September 10, 1996. a Procedural Order was issued
which consolidated portions of the arbitration proceedings filed by that date to consider the cost studies
submitted by U S WEST in each of the existing dockets.

The Procedural Order indicated that interim rates would be set in each docket where relevant in
accordance with the FCC Order. at the proxy ceilings or mid-points of proxy ranges. unless a party
showed that an alternative interim price consistent with the proxies would be approrrriate. The interim
rates were to be subject to true-up upon establishment of prices based upon Commission-approved cost
studies. . As subsequent petitions for arbitration were filed. the cost portion of those proceedings were also
consolidated into the cost study proceeding.

On September 27, 1996, the United States Court of Appeals for the Eighth Circuit (“Court™)
issued an Order Setting Hearing and Imposing Temporary Stay regarding the pricing provisions of the
FCC Order and Rules. On October 15, 1996, the Court stayed the operation and effect of the FCC's

pncmg provxsrons and the pxck and choose’ rule” pendmg the Court’s fmal determmanon of the issues

-.raxscd in the ;;émnons.for review._ On January 17 1997 ora1 argumems were presemed 1o the Courl' 1

T —

, regardmg the appcaled provxsxons of the FCC Order and Rulcs Asa result of the stay. the Comrrnssxon |

——— -
e TV A
o — e T

approved interim prices that were reasonab]c bascd upon thc mformanon pro\ ided at—fhe “indiv 1dual

arburauons. In some cases, the prices were the average of the FCC’s proxy prices and U S WEST's
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proposed prices.

On July 18.1997. the Court issued its Decision regarding the FCC Order and Rules. The Court

stated:

lr; ;ota), we vacate the following provisions: 47 C.F.R. §§ 51.303, 51.305(a)(4).

51.311(c). 51.315(c)-(f), 51.317 (vacated only to the extent this rule establishes a

presumption that a network element must be unbundled if it is technically feasible to do

s0), 51.405, 51.501-51.515 (inclusive, except for 51.515(b)), 51.601-51.611 (inclusive).

51.701-51-717 (inclusive, except for 51.701, 51.703, 51.709(b). 51.711(a)(1), 51.715(d).

and 51.717, but only as they apply to CMRS providers), 51.809; First Report and Order.

€5 101-103, 121-128, 180. We also vacate the proxy range for line ports used in the

delivery of basic residential and business exchange services established in the FCC’s

Order on Reconsideration, dated September 27, 1996.

Iowa Utilities Board v. Federal Communications Commission, 1997 WL 403401. *32. fn 39 (81h Cir.
1997).°

This matter came before duly authorized Arbitrators of the Commission at the Commission’s
offices in Phoenix. Arizona on November 18. 1996. U S WEST. ACSI. AT&T. MFS. TCG. MCL.
Brooks. Sprint. GST. the Residential Utility Consumer Office ("RUCO"). and the Commission’s Utilities
Division Staff ("Staff *) appeared through counsel. All of the above parties. with the exception of Sprint.
RUCO and Staff. sponsored pre-filed testimony as well as witnesses at the arbitration. The parties filed
post-arbitration briefs on January 3. 1997 and January 24. 1997. In addition. the parties filed final
proposals of cost outcomes on February 7. 1997 and February 13.1997.

On August 30. 1996. U S WEST filed cost studies. which included TSLRIC and TELRIC cost
studies. U S WEST further supplemented its cost studiss on September 30. 1996. and filed nine new or
revised cost studies on November 8, 1996. U S WEST’s 1995 depreciation study was filed on November
18, 1996 as an exhibit to the supplemental rebuttal testimony of a U S WEST witness’. Afier the
arbitration, on December 23, 1996, U S WEST submitted revised cost studies. in which four studies were
updaiéd, four used a revised custonier transfer charge, and one totally new study was submitted.

B. Prima cus i
T The primary focus of tbis proceeding_is twofdld: (1) 16 establish permanent prices or the .-

-

- On rehearing. the Court also vacated 47 C.F.R. §51.315(b).

The U'S WEST depreciation study had previously been provided to Staff in October 1995.
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unbundled loop and network elements. and (2) to establish a permanent discount rate for the resale of any
telecommunications service. The FCC’s proky rates for Arizona are $12.85 for an unbundled loop and
a resale discount range of 17-25 percent. In the individual arbitrations for the various CLECs. the

Commission established an interim loop price of $21.76 and an interim resale discount rate of 17 percent.

both of which were subject to a true-up.

Pursuant to the Act, Commission Rules, and other applicable law, the unbundled loop prices and
the resale discount are derived from two distinct networks. The unbundied loop prices are based upon
a forward-looking, least cost. efficient network, in order to stimulate economic efficiency. There was
a wide disparity in the recommended loop costs, ranging from $11.46 (ACSI) to $30.20 (U S WEST).
The resale discount is based upon the LEC’s currently approved charges for services. less “avoided
costs”. The efficiency of the existing network is not part of the determination of the resale discount. The
proposed “avoided cost” discount ranged from as Jow as 1.0] percent for certain services (U S WEST)
to a high of 36.14 percent (AT&T).
| Pursuant to the Act. Title 14 of the Arizona Administrative Code. and all other applicable law,
the Commission hereby resolves the issues presented in the consolidated cost proceeding.

L TERCONNE N VOR TENT CHARGES

A. Cost Methadology for Network Elements and Interconnection

1. udy Models
Issug_g ‘\_ththcr to adopt a cost study model, and if so, which one.
U S WEST proposal

U S WEST designed a cost model which it used to run a number of cost studies. U S WEST
stated that its model was the appropriate one to use in determining costs, as it was based upon the
presently existing system, which it claimed was the'most accurate method of determining replacement

; costs-of 1he nctwork U S WEST mputted factors to trend for anuupated labor costs. inflation. revised

—— o~ . f -

cost SIUdlCS usmg its model to estimate the cost of thc various networl elemems Tor 1ts loop costs "U -t

S WEST uscd thc ch:onal Loop Cost’?\nalysxs Program S RLCA&L) SRR
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AT&T and MCI proposal

AT&T and MCI sponsored an alternative cost study model, the Hatfield Model. Version 2.2.

i

Release 2 ("Hatfield Mod;:l"), which they used as a basis for submitting a cost proposal. AT&T and MCl
had initiated the development of the model to provide input to the FCC in developing proxy rates. and
for use in proceedings such as the one herein.

AT&T and MCI contended that the Hatfield Model properly models an interconnection network
and calculates the TELRIC according to the dictates of the Act, and in compliance with the FCC Order.
| AT&T and MCI claimed that the Commission should look to the FCC Order to provide guidance in
setting prices, and that the FCC’s TELRIC methodology is an extension of the TSLRIC methodology
“ ordered by the Commission in its Interconnection Rules. According to AT&T and MCL. the Hatfield

Model design is in compliance with the Act. The Hatfield Model considers the demographics and

geology of each state in forecasting element costs. and was used by the FCC in the determination of

-

proxy prices.
Other parties’ proposals

A number of petitioners did not submit their own cost proposals. Parties recommended
acceptance of the Hatfield Model as the more accurate of the two models proposed. or proposed revising

U S WEST"s model so that the inputs closely matched the Hatfield Model inputs. Certain parties

suggested that U S WEST's model be rejected and the Hatfield Model be adopted on an interim basis.
until U'S WEST submitted cost studies which were in compliance with Commission requirements.
Commission resolution

Testimony indicated fundamental differences in the way the models were crafied. but the inputs -
the factors to be considered by the models in running the study - ultimately determine the costs upon
whicfx rates will be based ‘Adjusting inputs in one model produced charges similar to the outputs from

the othcr model cxccpt for nonrecumng costs (“NRCs"). The Hatfield Model element costs include

ety .——~ ol -..—.._..---._._ et it [

;‘-,.:-:;:25 3 ~co§ts for wh;chUSlMESIsoughtid"chargc non-rccﬁmngTees ”‘ T e

=

N Ay 26

Wc are not ad __p_t __g elther the Hatﬁeld Model or U S WEST s cost stud\ models as prcsemed

27

28

- .- ;.--.,. PR o .

Model uses certain inputs which may not reflect forward-looking. least cost. efficient network technology
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and the current financial environment. The U S WEST models are based upon embedded costs and
tcchno)ogy.v and do not consider particular demographics and geology of the State of Arizona. Although
the U S WEST models were suppdsed to represent forward-looking models, the results were similar to
its embedded cost studies. This result was in spite of U S WEST's own acknowledgment that its existing
system e;ni;odied different tech_no.logies_ installed over many years and did not represent the most efficient
current technology. Furthermore, U S WEST claimed NRC:s far in excess of tariffed charges. Despite
imperfections in the Hatfield Model, it will be the starting point of our analysis from which to determine

the cost of unbundled elements.

B. Annual Cost and Overhead Assumptions

1. apital Structure and Cost of Capital
Issue: What capital structure and cost of capital should be used in calculating costs.
U S WEST proposal

U S WEST requested that the capital structure and cost of capital factored into approved element
costs be revised from the capital structure authorized in Decision No. 58927 (Docket No. E-105 1-93-183.

January 3. 1993) as a result of its last ratemaking application. as follows:

debt % costofdebt  equity%  cost of equity cost of capital

Decision No.

58927 38.30 7.09% 61.70 11.40% 9.75%
US WEST ‘
Proposed 28.00 7.50% 72.00 12.85% 11.40%

All other parties’ proposal

Al of the other parties to this proceeding have requested that the last approved capital structure
and cost of capital be used in this matter.

Commission’s resolution

—- -US WEST’s prOposed capnal structure xs a “market value capital structure based upon the

LR O S P
e
i s v6 by e et

structure from year end 1995 is appropnate in this proceedmg cspecnall) in 1 ght of such ev 1dencc as {7

L._..... e A

Value Lme s esumated deb! ratio and U'S WES'PS récent issuanice of oné of the largest -debt ofTermgs -

in Umted States history. Likewise. we do not believe that the Hatfield Model defaults should be used. -
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DOCKET NO. U-3021-96-448 LT AL.
because they are not reflective of U S WEST s actual capital structure. We believe that the actual capital
structure should be used and find that the December 31 . 1993 actual capital structure as used in Decision
No. 58927 is appropriate because it feﬂects both the actual capital structure and increased competition.
Decision No. 58927 recognized that the equity percentage was on “the high end of reasonable™. but that
with “increasing competition . . . {a] conservative capital structure” was appropriate for the cbmpany.
Accordingly, we will use a capital structure consisting of 38.3 percent debt and 61.7 percent equity.

U S WEST presented testimony that its cost of new debt is 7.5 percent (including issuance costs)
and that its cost of equity is 12.85 percent. We believe that U S WEST's actual cost of debt is the
appropriate debt cost to be used. because it is most reflective of what terms U S WEST can obtain and
therefore what its costs are. The Commission has repeatedly expressed its preference for use of objective
market-based measures and we note that the previous determination of cost of equity was based upon the
discounted cash flow analyses provided by Staff. RUCO. and U S WEST. At that time. we found that
a reasonable range for the cost of equity was between 10.95 percent and 11.87 percent. and adopted the
midpoint. or 11.4 percent as the appropriate cost of equity. We agree with U S WEST that con{pelilion.
legislation. regulation. and market conditions have increased the risks faced by U'S WEST s investors.
however. we do not believe that U S WEST presented sufficient evidence to support its “estimated cost
of equity™ of 12.85 percent. We find that the appropriate cost of equity for this proceeding 1s 12.4
percent.

N ‘Accordingly. we will use a cost of debt of 7.09 percent and a cost of equity of 12.4 percent. for

a total weighted cost of capital of 10.37 percent. The following is the approved capital structure and cost

of capital: : .
Cost of Capital Structure
Capital Percentage of ‘ Composite
t TJotal Cost Cost.
I_Long-Tcnn Debt ===  =:3830% . .. . 7.09% 2.72%
-=Common Equity == s = 61.70%. ... . .. 1240% . 165%
R T T T 03T T e

e e o T oG
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2. Depreciation

Issue: Whether to use the Commission approved depreciation rate from U S WEST s last rate case or
a revised depreciation rate.

U S WEST proposal

U'S WEST proposed that the Commission accept revised, shortened depreciation lives for a
number of elements. U S WEST claimed that shorter depreciation lives were necessary because the
depreciation lives used in the rate case. filed in 1993 were out of date. U S WEST submitted a
depreciation study in 1995 which the Commission has never reviewed. U S WEST also claimed that
shorter lives were necessary in the new era of competition, when equipment would need to be replaced
earlier than in a monopoly environment in order to compete with companies using the latest technology.
U S WEST indicated that AT&T's depreciation lives approved by the FCC were significantly shorter
than the lives approved for U S WEST by the Commission.

U S WEST submitted a depreciation study performed by Technology Futures. Inc. ("TFI7). a
company funded primarily by the regional Bell operating companies (“RBOCs™) to perform depreciation

studies 1o support requests to revise depreciation lives. U S WEST requested approval of the shortened

€

lives recommended by TFI. except for buried. and aerial and underground copper cable. which U S
WEST requested be shortened from TFI's recommendation of 20 to 15 years. and 14 10 11.3 years.
respectively.

U S WEST's focus. and most of the testimony, concerned underground copper cable. as it
com;rgées the majority of the local loop and therefore its approved life has a significant effect on the cost
of the local loop. U S WEST stated that copper was outdated technology. and fiber would be replacing
it in the loop. According to U S WEST, any new technology using copper was interim technology until
fiber was available on the local loop.

All other parties’s proposal

All of the other pamcs rcquestcd that the Commission adopt the deprecxatxon lives used in

TP e o sy v
vy — e S s mem oo

Decxsxon No. 58927 mcludmg 24 year lives for buncd and undcrground copper cable The pames -

-~ - e e e e --‘.__‘__‘ T __w.~ P --1

; o We also note that the GST witness acknow ledged thal dgprecxauon h\ es apprcn ed b\ state-— '
commissions were generally longer than actual economic lives. The GST witness worked for 30 years _
for Southwestérn Bell and was responsible for developing cost study methodologies to present to
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contended that new technology such as Asymmetrical Digital Subscriber Line (“ADSL™) service. which
was being implemented on copper cable, prevented the copper cable from being outdated. The parties
claimed tbat while U S WEST planned to replace copper cable with fiber, U S WEST s plan to replace
interoffice éopper first, then distribution and then feeder cable, would take over 20 years to complete. so
it was premature to shorten copper’s life now. The parties also indicated that U S WEST’s Director of
Construction in Arizona testified that copper presently has a field life of approximately 20 years. Certain
of the parties suggested that if the Commission desired to shorten the life of underground copper cable.

20 years would be an appropriate alternative. In addition, some of the parties including Staff argued that

U S WEST was precluded from changing its depreciation rates outside of a rate case pursuant to A.A.C.
R14-2-102 ("Rule 1027).

Commission’s resolution
We concur that Rule 102 generally requires a public service corporation to seek a change in its

depreciation rates as part of a rate application. Rule 102 further provides that a waiver of the

" requirements can be made if the Commission determines that there is good cause. It is not altogether

clear that Rule 102 would apply in this case since we are not adopting depreciation rates affecting U S
WEST end-user customers. In tilis case. the Commission is determining the appropriate depreciation
lives to be used in determining the costs of a forward-looking. least cost. efficient network consistent with
the Act, Commission Rules. and all other applicable law. We find that in this proceeding there is
econ(;mi;: *good cause™ 10 use depreciation rates that conform with a forward-looking. least cost. efficient
network in an environment which is going to become more competitive.

- Based on the evidence of this case, we find that the appropnate depreciation rates to utilize for
setting CLEC rates would be those as set forth in the TF1 deprematxon study. including 15 years for

underground copper cablc While those rates are generally based upon shorter lives than those approved

- U S WEST’s last ratc case, thcy are more con51stcnt thh dcprecxatxon lives utilized i in the interLATA

- . — s S ¢ o a A

arena and wn'h the geneui] proposmon that mcreascd compctmon wﬂl result m innovations occumng at

Y B ) T e e e e

regulatory agencies. -
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-1 3. Depreciation Reserve Deficiency
2 |l lIssue: Whether US WEST has a depreciation reserve deﬁéiency, and if so, should it be recovered as part
3 of this proceeding.
4 U S WEST proposal
s U S WEST claimed that the historic asset lives set by the Commission in its rate proceeding were
p set artificially long in order to keep rates low. U S WEST claimed that TELRIC pricing would not allow
7 it to recover its embedded costs, including this alleged capital reserve deficiency. U S WEST proposed
9 to recalculate the depreciation of its elements based upon the new rates, and determine how much
g depreciation will not be recovered because of the a}lcgcd historical artificially low rates. It proposed to
10 recover this depreciation reserve as a five year sﬁrchargc on unbundled local and tandem switching costs.
0 If the Commission does not authorize such a surcharge in this proceeding. U S WEST proposed that the
1 surcharge begin afier its next rate case. so that it could charge the surcharge 10 its retail operations. to be
13 passed on to its retail customers. : -
1 All other parties® proposal
s All other parties requested ﬁrat the Commission reject U S WEST s attempt to ha\'eba depreciation
16 reserve deficiency recognized. and deny U S WEST s requested surcharge. The parties stated that U S
17 WEST has not established that its asset lives as a monopoly are artificially long. or that asset lives should
18 be shortened with the advent of competition. The parties believe that there is no basis for recalculating
19 depreciation lives as of the last rate case, even if the lives are shortened in this proceeding. and that any
20 revised depreciation life/rate should be on a going-forward basis.
21 The Act, § 251.d.A, specifically states that interconnection and element charges:
(A) shall be-
22 “(i) based on the cost (determined without reference to a rate-of-return or
other rate-based proceeding) of providing the interconnection or network element
23 (whichever is applicable), and
24 }{ o “(i1) nondiscriminatory....

Accordmg to the other - parties, any such surcharge would be based upon us WEST s embcdded

- ———
TS § ” -
!S - e e e i
v — s ----—w‘-.._..- cae e rm v n—

T costs, ot the price 8f intérconnection‘or 2 network-element. .Thcy argue. that the surcharge as ongmall\ -

26 e
1;7 “}-“proposed would be discriminatory; as carriers would b bear the brum of pavmem The\' further argue that
AR o 1
2'.8 it would be a barrier to competition, because competitors “ould be forced 1o base thexr charge on more”
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than the interconnection or element cost. and would be more than U S WEST would charge for

comparable service.
Commission resolution

A ;dépreciation reserve deficiency surcharge would be in contravention of the Act, which is
designed to encourage competition. U S WEST has not established that it in fact has a capital reserve
deficiency, nor that it is appropriate to impute any revised rates to the time of the last rate case. No
depreciation reserve deficiency will be recognized, nor any surcharge authorized at this time.

4. rate Ov a

Issue: What is the appropriate overhead expense factor to use in forward-looking. least cost. efficient
network cost estimates.

U S WEST proposal

U S WEST requested an overhead factor of 22 percent as a markup over TELRIC. plus an
additional 5 percent common cost factor. U S WEST stated that the factor was based upon the ratio of
actual U S WEST overhead compared to direct expenses. using 1995 book costs. In its Reply Brief. U
S WEST claimed fhat only the S percent factor was overhead. while the 22 percent is attributed costs.
ACSI proposal

ACSI estimated that U S WEST requested a 32.3 percent markup over its TELRIC 10 cover
overhead expenses. ACSI claimed that U § WEST s request relied upon embedded costs: was not
forward-looking: did not account for productivity gains likely to occur in a competitive environment: and
U 'S WEST’s analysis was not based upon cost causation principles.

ACSI recommended using a /market surrogate to estimate the mark-up in a competitive
environment. ACSI proposed use of BellSouth Tc_:lecommuxﬁcaﬁons, Inc.’s mark-up for its competitive
operations of 15 écrccnt.

All other parties® proposal

All other par_tles*pn)posed aten perccm overhead factor pursuant to A.A C Rl4—2—1 310 B.1. The

e e
o N - e
- -._-“_..___r_____ pet
= — e e
B e

1

analysxs produced al3 perccnt ovcrhcad eshmate ‘which the Hatfield Madél reduced-by three percent - .-

to reflect competitive market efficiencies.
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AT&T estimated that U S WEST requested a 27 percent markup over direct expenses. Much of
the discrepancy between the estimates of ACSI and AT&T appear to be caused by U S WEST s revisions
to its claimed TELRIC price after the filing of ACSI’s prefiled testimony.
Commis__si?n‘s resolution

A A.C.R14-2-1310 authorizes forward-looking, least cost, efficiently incurred prices to include
an assignment of verifiable indirect costs or a ten percent addition for indirect costs. at the election of the
ILEC. As it would be difficult to determine the economically-optional allocation of joint and common
costs and the likely asymmetry of access to the information, the incumt;em LEC has the burden to prove
the nature and magnitude of common costs. The FCC anticipated that common costs related to elements
would be less than common costs associated with the TSLRIC. FCC Order ¢ 694-698.

U S WEST s overhead calculations are based upon embedded costs and include costs which are
unconnected to an element’s production. and therefore will be rejected. AT&T has not offered sufficient

support for the ten percent overhead calculation. Although our Rules provide for a factor of ten percent

when the ILEC has not substantiated its figures. based upon the evidence presented in this matter. it

appears that ten percent is insufficient to cover overhead expenses.

The Hatfield regression study factor of 13 percent and the ACSI factor of 15 percent are
appropriate reflections of overhead expenses. Therefore. we will adopt an overhead cost factor. including
attributed. joint and common costs, of 15 percent.

5 Txes |

Issue: What is the appropriate tax rate to include as a factor in setting forward-looking. least cost.
effictent network prices.

U S WEST proposal

-

U S WEST claimed that AT&T reduced the Hatfield Model default value from 40 to 34 percent.
reducing the tax obligation for U S WEST. US WEST proposed that a tax rate of 40.46 percent be used.

.o reflect 2 39.7 percent effective tax rate.

e - — . ST et Tl S Feta - o
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40 percent overall effective tax rate.

Commission resolution

We will approve a 39.7 percent effective tax rate for state and federal taxes.

6. rward- i twork difications

Issue: What are the network equipment maintenance costs in a forward-looking, least cost. efficient
network.

U S WEST proposal

U S WEST proposed adoption of its claimed 1995 maintenance expense, trended for inﬁation and
productivity. U S WEST disputed the Hatfield Model’s thirty percent reduction of U S WEST's
maintenance cost estimate. U S WEST claimed that although TELRIC would involve new equipment.
maintenance over the life of the equipment should be calculated. and therefore a maintenance cost
reduction was inappropriate.

All other parties’ proposal

The parties addressed this issue generally. advocating the Hatfield Model’s costs as being the
more reasonable of the two models. ACSI disputed U S WEST s trending for inflation and productivity.
presenting testimony which indicated that any inflation or labor cost increases would be more than offset
by productivity improvements in the telephone industry.

AT&T indicated that the factor input of a thirty percent reduction in maintenance expenditures
was related to reduced maintenance costs of the latest generation equipment. not the newness of the
equipment. |
Commission resolution

Generally, the Commission concurs with the Hatfield Model's reduction in maintenance costs to
reflect the latest generation of equipment. Howéver, it is unclear if savings as high as thirty percent can

be achieved. Based on the evidence presented, we find that the Hatfield reduction is on the high end of

_,'rcasonableness "We fmd that approxxmatcly one—half of. that amount ora ﬁftcen percent 1 reducnon.

T s o . it N e e s At o, — i s e i,
S e e e — v e -

would be more reasonable.
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C. Network Design and Structure Modifications

1. Distribution Desion

Issue: What is the appropriate network design and amount of facilities required to provide service 10
customers within a service area.

U S WEST proposal

U S WEST proposed that the RLCAP’s distribution design be followed, or that the Hatfield
Model’s distribution line factor be doubled. U S WEST claimed that the Hatfield Model understates the
loop plant mileage, as the Hatfield Model produces a cable sheath mileage factor which is 36 percent of
the embedded system and 46 percent of RLCAP’s estimated mileage.

AT&T proposal

AT&T proposed adoption of the Hatfield Model cable sheath mileage factor. Testimony revealed
that U S WEST's embedded plant was reinforced over time. As sheath mileage was measured. U S
WEST's placing more lines to the same area would increase the amount of sheath mileage. Ina TELRIC
estimate. the appropriate number of cables would be supplied to an area. removing thg need to place more
cable. and therefore would reduce sheath mileage.

Commission’s resolution

We agree that an existing systém built and reinforced over time wouldbuse multiples of the sheath
mileage necessary in a forward-looking. least cost. efficient network. Therefore. the Commission adopts
26.092 miles for the cable sheath mileage factor. rather than that utilized in the Hatfield Model. The
Conmnission will limit the effect on the loop price. as compared to the price resulting from utilizing the
factor contained in the Hatfield Model, to the actual effect up to a maximum of $4.00, whichever is

lower.
2. er and Distributi i ct

Issue: What feeder and drsmbunon ﬁll factors should be used in modelmg a forward-]ookmg least cost.

- '-:—m._......_,._,._,..._,, LA e e o N -
P L e ——— N N D A St e S T T ST S,

A e v o e aa PORE ;__-:z«-—’w--..-.n-, Tl F AT .o
. d e b e e e . - Sl R

.. s

Frll is the rauo of the number of’a pamcular t) pe télcphone ;ﬂam inuseto. the 1olai number I
available. This factor will affect the cost of the loop, as it determines the amount of plant that must be"
installed in order to serve customers. Generally, higher fill factors reflect more efficient networks.

s
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U S WEST’s proposal

U S WEST proposed to use its historical actual average fill for distribution and feeder plant,
which would be the ratio of plant currently in use in its system. U S WEST claims that approximately
35 percent of its plant is currently in use, and proposed to calculate feeder fill based upon an allowance
of three telephone lines per living unit, which it stated that it put into effect in the field in the early 1990s.
All other parties’ proposal

The parties claim that using the historical actual average fill of the presently existing network is
inappropriate in 2 TELRIC environment. U S WEST’s use of its present structure places the
inefficiencies of a network built during the past 100 years. and rate base interests of a monopoly onto a
theoretical system which is supposed to be built with the most efficient and advanced technology without
rate base concerns.

The parties advocate use of the Hatfield Model's default inputs regarding feeder and distribution
fill. The Hatfield Model uses achievable average fill. which inputs a fill range from 65 percent to 80
percent for feeder and from 50 percent to 75 percent for distribution. depending on the distributio;x group.
The Hatfield Model then calculates the standard cable size which is large enough 10 support the inputted
demand. After sizing for standard cable. actual fill factors in Arizona are 71.5 percent for feeder and
approximately 51 percent for distribution cable.

- 'ch parties also request that anticipated demand be based upon two lines per living unil.' rather
than the three lines advocated by U S WEST. The parties state &at U S WEST has not established a need
for three lines per household. U S WEST presented evidence that as of May 1995. ﬁsc was 1.1 lines per
living unit, as approximately 108,000 of 1,610,870 access lines were second lines, 2.500 were third lines.
and 370 were fourth lines.

ConimiS.éibn resolution

R There wcre dxscuss:ons at thc arbltratxon of thrcc possnble ﬁll factors: objectlvc achievable

e e

|| ~most appropna’lé ira forward lookmg least cost. efficient network cost model The objecme fill of 85

percent would theoretically be the appropnate ﬁll factor for an efﬁc:em netw ork Hcm ever. that wou)d

not allow for any growth of the network. We agree that the actual fill rate of the US W EST network is
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not appropriate with a forward-looking, least cost, efficient network. We find that the use of achievable
average fill factors of the Hatfield Model would be more representative of a forward-looking. least cost.
efficient network. Accordingly, we will approve the fill factors utilized by the Hatfield Model. This will
represent an efficient network while still allowing room for growth.

While the three lines per living unit allowance is not reflected in the May 1995 data. it must be
recognized that we are utilizing a forward-looking, least cost, efficient network model in a scorched node
environment. Historically there has been a lot of room for growth on the network; however. much of the
slack has been taken out by utilizing a forward-looking. least cost, efficient network model. The cost of
providing a third line initially is much less than adding one later. Accordingly. we will approve use of
the three lines as proposed by U S WEST.

3. Placement: Easy v. Difficult

Issue: What is the appropriate difficulty of placement and techniques used. such as boring or trenching.

1o assume in constructing a forward-looking. least cost. efficient network in a scorched node
environment. -

U S WEST proposal .

In estimating loop placement costs. U S WEST factored in whether placement would be easy or
difficult. In its 1995 TSLRIC study. U S WEST estimated that 80 percent of loop placement would be
easy. with the remaining 20 percent difficult. due to the cost of repairing or boring under property. After
revising its study to estimate TELRIC, U S WEST claimed that 82 percent of placement in its region.
inclugigg statewide, would be in developed areas. and therefore difficult. In addition, U S WEST
claimed that boring would occur in 50 percent of the linear feet of cable placed in nonrural areas.

U S WEST used five density zone models for cable placement region-wide. The easy/difficult

ratio used in its TELRIC study defined developed areas as ones in which loops presently exist. The

| TELRIC placement of existing loops was considered to be difficult. U S WEST forecast growth to be

- four percent per year, or 18 percent over five years. U'S WEST concluded that 82 percent of the loops
- .....2 S g + I

o ———— e~ =

. would be in developed aréas, and 18 percéf;t"in“mm@g;épcdzms%m 82/18 was then-applied to each | .

central office category, assuming that 82 percent of loop construction in each density type. such as‘urban. )

suburban and rural, would be difficult, with e remainder being easy. = ===

U S WEST claimed that the reversal in its estimate of loop placement difficulty was due to a
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change in the manner in which placement was considered, not in the ease of placemem itself. US WEST
originally estimated the incremental cost of adding each loop according to TSLRIC, and assumed that
most new loops would be placed in currently undeveloped areas. U S WEST estimated the TELRIC of
placing loops as though every loop had to be replaced, and most loops are in developed areas. U S
WEST also assumed that it was the only utility which needed to place facilities to customers, and would
not be able to share placement costs in developed areas with any other utility. ~
All other parties’ proposal

The other parties criticized U S WEST’s loop placement cost estimate. The parties claimed that
U S WEST"s reversal of its historical easy v. difficult placement ratio was unsupported and unreasonable.
U S WEST assumed that it would use very costly boring techniques for fifty percent of the linear feet
placed in developed areas. yet its construction witness testified that boring occurred only in 20 10 30

percent of the distance in developed areas. If. for example. conduit were already placed in developed

 areas, use of the conduit would not be considered difficult placement.

The parties indicated that when estimating the cost of placing plant. cost efficiencies for modern
placement. and economies of scope and scale were supposed to be realized. Instead. U S WEST
estimated increased insiallatidn costs.

In addition. evidence indicated that U S WEST s estimated annual growth rate for Arizona is five

percent, rather than the four percent included in RLCAP. which would vield a 39 percent easy placement

ratio if RLCAP's methodology were accepted. The parties also stated that five years of growth is 100

short a time period for calculating TELRIC.

The parties also argued that RLCAP’s application of the easy/difficult ratio statewide was
illogical. RLCAP applied the percentage to all density groups, including rural. The result was an
assumption that 82 pémem of rural placement would be difficult. US WEST's justification for the ratio

in general was that laymg cablc o avo:d obstaclcs such as streets, sidewalks. gardens. lawns. fences and

¢ e e e s

’ conmdered 1o be 82 percent dcveloped would not necessarily require avoidance of such obstacles and

e . iyt

e

| the related h;gher costs assumed 1o occur in ) difficult placemems U'S WEST's rev xscd placemem cratio |

significantly increased placement cost in rural areas. although supposedly responding to difficulties
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encountered in a more urban environment.

Placement costs in the Hatfield Model are calculated based upon actual conditions within census
block groups. The Hatfield Model determines the census block groups which exist in the State. and
calculates installation costs related to the density of development.

TCG indicated that the population growth in Arizona means that a significant portion of access
line growth would be in new residential subdivisions. Line placement in new subdivisions is paid for
by the developer, pursuant to R14-2-506.E.3, regardless of whether growth is in a developed or
undeveloped area. TCG also disputed U S WEST’s contention that high installation costs will be
incurred by U S WEST in a scorched node environment. TCG stated that all residential connections mayv
be considered new. and developer-provided. in a scorched node environment. RLCAP also did not
consider feeder and distribution costs advanced by developers. which also is done routinely.
Commission resolution

RLCAP is flawed in its limitations. It allows for only five density conﬁguraiions inUS WEST's

14-state region. It applies the same easy/difficult placement ratio everywhere across the State. although

it is unlikely that placement difficulty is the same everywhere. The RLCAP input assumptions were §::

contradicted by U S WEST"s own witnesses.

The Hatfield Model was attacked because its inputs are in part derived from the memory of one
particular engineer. However, the Hatfield Model's method of calculating placement based upon the
density ‘of census block groups is superior to RLCAP’s method. The input source was subject 1o cross-
examination, and in general, the overall cost inputs are reasonable. Differences between the U S WEST
model’s method of construction and the Hatfield Model's method often are resolved when realizing that
the Hatfield Modé! is based upon the TELRIC method, using the most efficient technology. rather than
'thc method developed over history in 2 non-competitive environment. - Therefore. the Commission will

.adopt the Hatﬁeld Modcl’s method for ca!culatmg placemem costs.

G .

e - ) -"—"‘““‘-‘wa- T e

Issue: ththcr costs for cable p]accmem would be sharcd wnh another uulm ina scorched node
“~environment.” Timul o s e

LY

e A e s

b Ceme ot

U S WEST’s proposal T e
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U S WEST proposed that the percentage of the cost that would be borne by it in the theoreuca]

scorched node environment. in which the network between the central ofﬁces and end users was mstaned

using the least cost, most efficient technology, would be the same as had occurred historically. U S

WEST pfe§enled an historical pattern of the percentage of the cost of placement of facilities it has paid.

for both distribution and feeder plant, as follows:

Aerial 50 percent
Underground 100 percent
Buried 83 percent®

U S WEST claimed that its aerial facilities have been shared by one other utility, and 17 percent of the
time it has been able 1o place its facilities in developer-supplied trenches.
All other parties’ proposal

The other parties requested that the Commission adopt the Hatfield Model defaults for shared
facilities. The Hatfield Model assumes that in a scorched node. competitive environment. the ILEC
“ would pay one-third of the cost of installing distribution and feeder facilities. either by sharing
installation with two other utilities. or using developer-provided trenches. Testimony in suppoﬁ of the
Hatfield Model default indicated that in a competitive environment. an ILEC would have 'both an
incentive to share placement costs and interested competitors with whom to share the cost.

The parties point out that while the attachments to the closing statement indicate that RLCAP
assumes 50 percent sharing for aerial facilities. other evidence indicates that RLCAP does not assume
that z;ny. sharing exists. |

Commission’s resolution

IJ The Commission finds the sharing of costs between U S WEST and other utilities shall be:
Aerial 50%
Buried 50%
Underground . 50%....
5. 4 ra ‘c averagi -

~ - o - -

6 A'US WEST witness indicated that 23 percent. rather than 17 percent. of buried cable was
being placed in developer-provided trenches.
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It is unclear whether U S WEST supported geographic deaveraging of the unbundled loop cost.

If the cost is to be deaveraged. U S WEST requested that deaveraging not occur until it is authorized to
charge its retail customers a deaveraged price. cherwise, competitors could obtain the unbundled loops
of urban customers at a deaveraged clement price, and purchase longer loops at a non-deaveraged retail

cost less the avoided cost discount. U S WEST would be left with the obligation to maintain more

expensive, longer loops without receiving offsetting revenues of either higher averaged loop prices or
higher deaveraged long loop prices.
All other parties’ proposal

All other parties proposed that loop costs should be deaveraged in this Decision. The parties
claimed that the FCC directed in § 743 of its Order that element rates should reflect the way in which
costs are incurred and this requires geographic deaveraging. Paragraph 765 of the FCC Order. which was
staved at the time of the arbitration. required that prices be deaveraged into a minimum of three |
geographic zones. Less dense, longer loops cost more than more dense. shorter loops typically found in
urban areas. |

The CLECs claimed that delayed deaveraging would repress the development of facxlmes-ba'ied
competition. as loops in the urban areas would be overpriced. Competitors would not build their own
loops. as their TELRICs would be higher than U S WEST’s. without U S WEST's economies of scope

and scale.

Element cost deaveraging would have a significant effect on prices. For example. AT&T

- .

proposed using six price zones, based upon the number of loops per square mile. Its proposed state
average cost of $13.94/month per aggregated loop would vary from $9.66/month for the most dense price
zone to $99.83/month for the least dense price zone.

Commission resolution

While ihé ACt rdQuiréé cost-based rates, it leaves to the discretion of the individual state whether

or not The ratcs*sho’?dfbe oost-bascd on: astatc-md& basxs ou:ost—based to, reﬂect geographxc 1.

e T e v

deaveragmg The FCC Rules requxrcmem that costs be dea\'eraged into a minirhum of threc*zones has 1

..‘_‘,_.......__.. . .

bcen overmmcd by the Coun We “do fiot fmd ‘the rccord n ﬂns procecdmgpro\ ides a.proper bams for ,L;.i'

geographlc deaveragmg Even if there was sufficient evidence to suppor geographic deaveraging. we
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share U S WEST’s concerns that geographic deaveraging would need to occur for U S WEST retail
customers at the same time it occurs at the v&holesalc level.

We will direct the Hearing Division to set a proceeding to determine whether it is appropriate to
geographi-cz;lly deaverage rates established pursuant to this Decision, and if so, what method should be
used to set the deaveraged rates and when they should become effective.

D.  Element Price Factors Affecting Loop Costs

1. erminal Investment

Issue: What is the cost of installing a terminal and line splicing to distribute the copper loop to an end
user. :

U S WEST proposal
U S WEST proposed adoption‘of its claimed current cost for installation of a terminal and splicing
of $280.80 to serve three lines. for a per line cost of $93.60.
All other parties’ proposal

The other parties requested that the Commission adopt the Hatfield Model input for terminal
installation and line splicing of $35 per line. AT&T asserted that the Hatfield Model default cost was
based upon installation using a pedestal terminal method which could serve eight living units. and which
was a more modern and cost-efficient method than the method and related pricing factor used by U'S
WEST. AT&T also claimed that the terminal installation method was used in parts of Arizona.
Commission’s resolution |

In keeping with a forward-looking, least cost, efficient network nﬁetﬁodology. the Commission
adopts the Hatfield Model default cost for terminal installation and splicing. However. we find it
reasonable that the pedestal terminal method could serve four living units. Accordingly. we will adjust
the Hatfield per line cost to $70.00.

2. Drop Investments”
“{ssue: ~What is the cost of running a telephone fine to the end user.

o

— vamee

U S wé.s:l‘l).riép(;;al e e oa me s P . a. LT T Ll

TS WEST claimed that the average cost of a drop and fietwérk interface device ("NID™) is $92
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Model default calculation of drop and NID installation costs.

three paxr of copper lines per household was based upon the cost of the additional length of cable.

DOCKE 1 NO. U-3021-96-448 ET AL.
per household.” U S WEST proposed that drop costs in a least c§st. most efficient technology
énvironment would be the same as its historical cost.

All other parties’ proposal
The parties claimed that U S WEST either overstated its drop cost or must be inefficient.

Evidenc;e was presented in support of the Hatfield Model default calculation of $70 per drop and NID

insﬁllation.
Commission resolution

Pursuant to the Act. Commission Rules, and other applicable law, pricing is to be based upon the
forward-looking. least cost. most efficient technology. We do not accept U S WEST’s claim that its

present cost of installation uses the most efficient technology possible. We therefore adopt the Hatfield

3. 4-Wire Loop Cost
Issue: What is the appropriate charge for a 4-wire loop.
U S WEST proposal

U S WEST proposed a 4-wire loop cost of $57.21. almost double the $30.20 cost of a 2-wire loop.

ACSI proposal
ACSI proposed that the 4-wire loop charge should be 4.2 percert higher than the 2-wire loop

charge. citing U S WEST witnesses who testified that the price differential between installing two or

AT&T proposal

Although there does not appear to be any difference in the itemized costs listed for 2 or 4-wire
loops, AT&T proposed that the aggregated state average for the 2 and 4-wire loop to be $13.94 and
$27.37 per month, respectively. .

;Commission resolution ‘ - T

There was no evndence of-more or dxfferem eqmpment bemgused fora 4-\me loop rather than

——— - -

a 2-wire loop It appcars reasonable that placmg a 4-wire loop should not be sxgmﬁcantl\ more

e e L T DT ..i.._.l?" LTI S e

When revising the Hatfield Model wuh U S WEST inputs. it stated that the RLC AP cost

. v

was $94.36.
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expensive than placing a 2-wire loop. The Commission will adopt ACSI’s proposal regarding the 4-wire
loop charge. '

E. rvice Provisioning Cost

l.- ) Unbundling Integrated Loops
Issue: How the expense should be borne for unbundling loops from an integrated digital loop carrier.
U S WEST propobsal

U S WEST proposed to include in the price of the unbundled loop the cost of equipment to route
the loop to a CLEC. U S WEST presented testimony that when a loop is provisioned on an integrated
digital loop cammer ("IDLC”). either equipment must be added to the loop to enable it to be pulled from
the IDLC and routed to a CLEC, or the loop must be hair pinned into and out of a switch termination
before routing to a CLEC.

Inits Reply Brief. U'S WEST claimed that it would be necessary to add equipment to the IDLC
loop to hairpin it to a CLEC. U S WEST stated that the cost of the additional equipment would be more

than the cost of the unbundling equipment.

ACSI proposal

ACSI emphasized that U S WEST s testimony indicated that only five percent of loops are IDLC
provisioned and would need additional equipment to be rerouted. A CLEC purchases a loop to serve a
particular customer. without consideration of whether the loop is on an IDLC. ACSI proposed that to
rctain?cgmpetiti\'e neutrality. the cost of the additional equipment on five percent of the loops should be
spread over all loops.
AT&T proposal

AT&T proposed that no charge be assessed to the loop price for routing of IDLC provisioned

loops. AT&T indicated that options other than the unbundling equipment U § WEST claimed was

: ;ncccssary such as ha:r pmnmg As Us WEST dld not claim unul its Repl) that the cost of equxpmcm

T e
o s e ...-.a—.........
ity S R T e e el St

B necessary o perform this option was more expensive than the. cost of the unbundlmg cquxpmem AT&T-'3~ =

Commlssmn s resolunon

We adopt the positions of AT&T and ACSI that the Hatfield Madel includes the cost of IDLC
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unbundling. U S WEST may pursue dispute resolution or request the Commission’s assistance if it can

establish that the Hatfield Model does not include the costs as inherent within the loop result.

[~ TRV~ EE - ‘B T - T _ T - N VS R

2. Iransport and Termination Charges
Issue: Whether charges for transport and termination should be adopted at this time or at the end of the
bill and keep period. and what prices satisfy the Act’s requirements that charges be incrementally based.
and provide for mutual and reciprocal recovery of costs.

U S WEST proposal

U S WEST proposed that the Commission adopt its recommended rates for transport and
termination. U S WEST restated its opposition to the bill and keep arrangement approved by the
Commission‘during the onset of competition, and requested that costs be adopted which will be put into
effect if the Commission’s Orders regarding bill and keep are overturned.

All other parties’ proposal

Since bill and keep has been adopted for the present time. the other parties believe that no costs

for transport and termination need to be adopted at this time. The parties have been unable to operate
U S WEST s switching cost model. and therefore are not able to thoroughly review and challenge US

WEST s calculations.

MCP’s alternative proposal

MCI proposed that in keeping with the FCC Order § 1085. symmetrical. reciprocal rates for
transport and termination be adopted. This would permit a CLEC 1o obtain the same price from U S
WEST for use of its network as it has to pay U S WEST to use its netwc-:rk. MC] proposed that the
Hatfield Model rates be adopted. MCI recognized that U S WEST s transport and termination costs may

k be higher than costs for CLECs which employ the latest technology. MCl indicated that asymmetrical
1

rates based upon actual costs would be anticompetitive, as it would penalize a competitor with newer and
less expensive technology. S e

Commission resolution

.

.. For the parties-who have not qualified for interiri bill and.keep:we.will adopt transport and

J termination costs as estimated in the Hatfield Model.* However. upon termination of the interim bill and

A carrier which was unable to establish that its service territory was equivalent to U'S
WEST’s tandem switch territory may qualify for tandem switch treatment when it serves equivalent
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~keep period. any party may request a consolidated proceeding at which we will review the pricing inputs

2 for appropriate adjustmgnt. In the meantirﬁe, U S WEST should provide an operable switching cost
3 {| model to the parties for their review.
4 |l 3. Loop Conditioning
5 Issue: What is the appropriate charge, if any, for conditioning analog loops to provide digital services.
6 U S WEST proposal. |
7 U S WEST proposed an NRC of $557.12 whenever a loop is conditioned to provide digital
8 {I service. Such conditioning may be necessary for the provision of integrated services digital network
9 || ("ISDN™). ADSL and high-bit rate digital subscriber line (“HDSL™) service.
10 | AT&T proposal
1 AT&T proposed that there should be no additional charge for conditioning a loop. as a
12 || conditioned loop is part of the network element.
13 | ACSI proposal ‘
' 4 Originally. ACSI proposed to pay an additional TELRIC to condition analog loops for digital
15 || service. but claimed that U S WEST did not submit a cost study regarding the issue. ACSI propdsed in
16 {i the interim that no additional charge be assessed. with a true-ﬁp when the TELRIC for conditioning is
17 {t established.
13 In its Reply Brief, ACSI agreed with AT&T that the cost of conditioning be included in the
19 forwa:d:lboking cost of the loop facility. and recommended that either no separate NRC be assessed or
20 || that the cost be capitalized and recovered through reasonable recurring rates. ACSI disputed U S
21 WEST’s conditioning cost study, asserting that U S WEST'S requested NRC is more than two times the
22 || NRC currently charged to ISDN customers. ACSI also challenged the specific costs included in the
23 || conditioning cost.
S T26 N - T
: '.,2.7 . , - - - - -
28 ]
terntory.
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Commission resolution

U S WEST's loop conditioning c}{arge is significantly overstated. We find that the loop

conditioning charge should be the tariffed charge, less the NRC avoided cost discount.’ If the Hatfield

Il Model included a loop conditioning charge, it should be removed.

4, onrecurring Costs

Issue: Whether initial charges should be paid by CLECs to recoup expenses incurred by an ILEC when
a service is established. disconnected or changed, or whether the cost should be included in the monthly
recurring cost of the related element.

U S WEST proposal

0 3 N b W

U S WEST proposed NRCs in addition to the cost of network elements. After the arbitration. U

[N
o

S WEST submitted revised and alternative cost studies. acknowledging that certain functions for which

S
-

a separate NRC was claimed may be incorporated in the loop NRC when the loop is provisioned. or may

12 I be eliminated when electronic interfaces become operational. One revision concerned the NRC for an

13 expanded interconnection channel termination (“EICT ) when connecting loops which terminate at an

14} ILEC's main distribution frame 10 a CLEC’s point of interconnection. Although originally requesting

15 || approximately $300 for the EICT NRC in addition to the Joop NRC. after the arbitration. U S WEST {.33

16 || stated that it would assess only the loop NRC if an EICT is ordered in conjunction with an unbundled

17 | loop.
18 || AcsI proposal

19 - :ACSI focused on the NRCs for unbundled loops and EICTs. ACSI's testimony indicated that U

20 }| S WEST’s EICT charge was duplicative when ordered with the unbundled loop. and that the cost studies
21 || U 'S WEST submitted were for digital design circuits, not plain old telephone service. ACSI claimed that
22 || U S WEST’s studies did not account for cost savings to occur due to the implementation of

23 ‘mechanization processes ir in 1997; that excessive testing costs were included in the loop price when a
24

compemor desired to narrow the time penod during which a service changeover would occur; that U S

Rt

— . 357N WEST S cost stua’es assumed ﬁuat ccnmn actnvmcs,«suchas customcr pncmlses vnsxt. wogld‘gcclxr wth

. 26 cvery loop provxsxonmg, when they may not’ocAcur that‘the studxe; lvr;c-lude funcnons z;;socxated wnh U
27 . o TSI ne ST el e R , “j

28 |

9 See Avoided Cost Discount. Issue 11.C below.
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S WEST's switch which are not unbundled loop activities; that the cost of disconnecting the loop and
cross-connect are included improperly; that the studies assume connection through a point of termination
bay (“POT") rather than directly to the main distribution frame; and that the studies do not reflect
economi;:s‘of scope and scale.

ACSI proposed that the appropriate NRC for the loop and cross-connects would be U S WEST's
TSLRIC plus shared costs for establishing 1FB servicc, which U S WEST testified was $42.70. ACS]
proposed that the NRC should be no greater than the charge that applies when U S WEST establishes
exchange service for a retail customer. ]

ACSI objected to U S WEST s revised NRC. even after deducting the EICT charge. ordering and
testing expenses. ACSI indicated that the remaining NRC still includes a disconnect charge. and
overhead charges of approximately 100 percent over the remaining TELRIC.

AT&T proposal .

AT&T claimed that the Hatfield Model element costs are based upon both recurring and NRC as
reported by U S WEST in the Automated Report Management Information System ("ARMIS;"). and
therefore, any NRCs in addition to Hatfield Model rates would allow U S WEST to double recover its
costs. The Hatfield Model calculates many of the NRC's as recurring charges. to avoid creating a barrier
to competition in the telecommunications industry. Recovery of NRCs through recurring charges is V
permitted in the FCC Order § 749.

) ;\T&T stated that it was not able to fully evaluate the cost studies filed shortly before the
arbitration, and that the studies filed after the arbitration should not be considered. AT&T claimed that
U S WEST was attempting to use NRCs as a barrier to competition, which was reflected in U S WEST's
high proposed NRCs compared to charges assessed to retail customers.

Commission resolution

N lt appears t that the cost: study modcls provxde s:mﬂar results if i mputs are consistent. However,

e L ‘..‘_

e L LTI b

——— e Y et

“the ‘models provide significantly- different outcomes. when the rcsults are translated i mto the costof | -

- -

elcmems to be purchascd from an ILEC. The Hatﬁeld Model pnces yield the cost of e]ements and the

em———— e e e s —— T T e —

computauon of services whxch may be derwed from a combination of the elemcms The U S WEST cost“ 1
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studies add NRCs, which it claims are the cost of performance functions, to the actual prices of many of
the elements.

U S WEST s proposed NRCs, if approved, would ad as barriers to competition. A CLEC would
have to pay U S WEST charges significantly in excess of the charges U S WEST would assess its end-

users. 1f the CLEC would then attempt to recoup those charges from prospective customers, it could

significantly affect its ability 1o compete. U S WEST has not satisfied its burden to establish that these

costs are reasonable, and the information was provided without sufficient time for the competing carriers
to properly analyze.

U S WEST significantly overstated its NRCs. Consistent with our resolution for the loop
conditioning charge. we will approve the current tariffed charges for NRCs. less the NRC avoided cost
discount. The Hatfield Model costs will be used for any non-tariffed NRCs. To the extent that U S
WEST believes that there are NRCs not compensated by the Hatfield Model prices. it may request an
additional proceeding at which it may present cost studies consistent with the methodology appr'oved
herein to justify its price propdsals. However, we want to make it clear that any additional cost studies
must be provided to the other parﬁes. in a timely manner.

We find that AT&T’s proposed $5.00 customer transfer charge is appropriate and should not be
discounted.

F. ross-connect
--L Cross-connect Between CLECs
Issue: When CLECs which are in collocated space in an ILEC’s facility desire to connect their networks
1o each other at that location, what type of cross-connect is appropriate; who may perform the connection:
and what is the proper cost of the cross-connect.
U S WEST’s proposal ‘
- US WEST proposed that CLECs which want to cross-connect in U S WEST’s collocated space

be rcqu:red to interconnect through EICT s on their terminations at a POT bay. US WEST proposed to

I Lharge for thc msta!lauon of a POT bay and ani ElCT aswcll as dcsxgn mrcuu mstallgnon of. the EICT

The other pames proposal -

ST

PP ----n.-.»

ACSI proposed {hat pursuam 10 FCC Oraer T,ﬁ $94and 595 carriers should be permitted to
connect directly with each other. without traversing U.S WEST s network or a POT bay. HUS W EST
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provides the connection. it should be compensated on a time and materials basis. If the carriers are not
-allowed to connect directly, U S WEST should be limited to installing and charging for one EICT at an
existing POT bay, without a recurring charge. The other parties agreed with ACSI’s request that the
CLECs should be allowed to cross-connect directly with each other where feasible.

Commission resolution
While the FCC Order requires ILECs to permit interconnection between CLECs collocated at the

same ILEC facility, it concludes that ILECs need not permit connecting transmission facilities-outside

- of the collocation area. FCC Order at § 595. The FCC Order also grants to ILECs the option to provide

the connection or to permit CLECSs to perform the connection.

Similarly, we recognize that safety and lability concerns justify U S WEST chuiring that its
personnel perform the interconnection between non-adjacent collocating CLECs. In those instances. U
S WEST should provide the interconnection between collocation cages in the most cost-efficient manner
that is acceptable to the CLECs. However. where CLECS" collocation cages are adjacent. U S WEST
may not prohibit CLECs from interconnecting their own networks with facilities they provide. as long
as those facilities do not cross spaces in use by U S WEST. The collocating CLECs. whether adjacent
or non-adjacent, may elect to provide the cables or other facilities necessary to perform the collocation.

CLECSs may choose to connect through an EICT. If a POT bay is present already. the CLECs
should be charged only the cost of an EICT.

o \G OF W , \4
A. voided Ve voidabl

Issue: The Act, § 252.d.3, provides that wholesale rates should be determined “on the basis of retail rates

charged to subscribers for the teleccommunications service requested, excluding the portion thereof

attributable to any marketing, billing, collection, and other costs that will be avoided by the local

exchange carrier.” Whether a cost that “will be avoided™ is limited to costs which. in the discretion of

the ILEC, actually are avoided, or would it include costs which are avoided by areasonable ILEC in the
, efﬁc:em perfoxmance of 1ts wholesale busmcss '

k] WEST*;'m,posm SR

w35 o i L -..-....u..'_... P B
- e e PO :

o ——

US WEST mtcrpretcd the Act's prOVISlOn to mean that only e«(penses ‘which are actuall\ av o:ded

should be included in the avoided cost diScouni z applicabletoresale:services:: 11 S WEST. claxmed lhat

only the net costs it will avoid when selling services wholesale should encompass the resale discount.
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1

adding expenses it claimed would be incurred in wholesaling its products.

F

All other parties® proposal

All other parties proposed that the FCC Order’s interpretation of the Act § 252.d.3. although
stayed at the time of the arbitration, be followed by the Commission. The FCC Order § 911 indicates that
states should “make an objective assessment of what costs are reasonably avoidable when a LEC sells
its services wholesale.”™ The parties argue that the discount is not limited to expenses which a particular
LEC actually avoids or eliminates when selling wholesale, but includes costs which an economically
efficient competitor would avoid as a result of providing services at wholesale rather than retail.

The CLECS request adoption of the FCC’s position that costs of serving customers are presumed
avoidable; and indirect expenses, such as overhead. are presumed partially avoidable. By definition. a
reseller’s margin is the wholesale price less the reseller’s own retail and overhead costs. The CLECs
believe that a reseller should not have to pay the ILEC’s unrelated retail costs in addition 10 its own.
because if the wholesale price is inflated. a reseller may be unable to compete. Likewise. ILF:C s should
not be able to manipulate the discount by declining to reduce certain expenditures.

Commission resolution

The Act § 25).c.4 requires that services be offered for resale at wholesale rates. Section 252.d.1

of the Act requires that interconnection and network element charges be based on the cost of providing
the interconnection or network element. In keeping with the provisions of the Act which do not allow
for assessing charges not incurred in the provision of an item, the charge for wholesale services should
not include charges for interconnection. the sale of network elements. or the service of retail customers.
In addition, wholesale charges should not include charges for services which the reseller provides itself.
at its own expense, such as advertising. A reseller cannot be expected to compete if paving twice for the
cost of a service. While the Act uses the phrase “avoided costs”™, the interpretation must inclﬁde costs

which would be avoided by a wholesaler acting in a just and reasonable manner.
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B. Resale - TSLRIC v. Embedded Costs

Issue: Should the wholesale discount be the bercentage of costs saved from the most efficient, least cost
method of producing the service at retail, or should the discount be the retail price less the costs saved
when selling at wholesale rather than retail.

U S WEST proposal

U S WEST proposed that the avoided cost discount be based upon the amount of the TELRIC for
each element that it estimated will be avoided in a service offered for resale. U S WEST disputed the

FCC’s preclusion of a TSLRIC study to establish wholesale rates that are not related to retail service

rates. FCC Order § 91.5.
MCI proposal

MCI proposed that the FCC's method, which was stayed at the time of the arbitration. is
consistent with the Act and should be used as guidance to determine the proper method. MC1 followed
the FCC’s guidance in its proposal for which categories of costs are avoidable by an economically
efficient carrier selling at wholesale. and the percentage of each category which is avoidable. MCI then
applied the percentage avoidable to each category of publicly available U S WEST cost data fér 1995,
yielding a percentage of its total costs which would be avoidable. MCI based the discount on U S
WEST"s embedded costs. using ;ctua! expenditures rather than TSLRIC.
AT&T proposal . |

. A}"&T proposed to use the ratio of U S WEST s total ARMIS costs less interstate costs to local

service and intrastate revenues as the avoided cost discount. AT&T used Bell Atlantic data to determine
costs typically incurred in interstate revenue.
Commission resolution

The Commission generally apprm)es the methodology used by MCI in calculating the avoided

cost discount. US WEST"s retail rates have been set on an embedded cost basis. in compliance with rate

A of retum on rate basc mcthodolcgy Itwould be i improper to set the dxscoum based upon the amount of

T -so would yn:ld a: d:sceum whxch ‘would assume cfﬁcnenczcs n U S WEST s cxpendnures »\hxle

dlscoummg prices \Nthh were set wnhout cons:derauon of efﬁc:em operatmg costs.

- PECIKION NO. /n[?é 3 \‘7/
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C. Avoided Cost Discount

Issue: What is the proper discount from retail price for a wholesale service, and how is the discount
calculated.

U S WEST proposal

U S WEST stated that the avoided cost discount level should not be set too high, or facilities-
based competition will be discouraged in favor of reselling services at a discount. U S WEST claimed
that it reviewed each expenditure attributable to the TELRIC of each element, to evaluate which
expenditure would cease when wholesaling. U S WEST proposed avoided cost discounts based upon
types of services, as follows:

8.17 percent for basic exchange business, including PBX

4.41 percent for ISDN/ACS services

4.35 percent for toll, including MTS. WATS and 800 service

1.01 percent for listing services. central office features and information services

3.86 percent for basic exchange residential
8.64 percent for private line service

U S WEST disputed many assumptions of the AT&T avoided cost study. U S WEST criticized
AT&T's single discount for all services as being without basis. U S WEST had criticized AT&T's
previously submitted cost study, which had varied discounts for different services. US WES'I: claimed (
that AT&Ts discount ratio allows it to claim avoided costs on items which are not subject to a resold
discount. such as access services. Although still disputing AT&T's methodology. U S WEST.
recalculated the discount after adjusting for items U S WEST claimed were included improperly. These
adjustments reduced AT&T’s discount from 36.14 percent to 16.53 percent.

) .i] S WEST also stated that MCT's cost study was flawed for a number of reasons. Although still
disputing the MCI study, U S WEST recalculated MCI's discount based upon revisions to MCI's
calculations, resulting in a weighted discount revised from 22.5 percent to 14.09 percent. U S WEST also
contended that MCI's single discount is misleading, and in its Reply Brief, providéd the foll&xing service

-breakdown based upon the “corrected” MCI methodology:

Tt Businessamd PBX oo 0 o o - 12.85% 0 0 T :
e QDN e e e e T T QRS T TR R
Toll 17988 o e et
—— — - Nertical Features . ) . 44.02% .
Residential = CEnP00% e e e e
Private Line © o 13.74% Pl
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MCI, TCG and AT&T proposal

MCI and AT&T have submitted separate and significantly different discount recommendations.

O 08 - & A W N

10
11

B
'\14

MCI, TCG and AT&T agree that it is important to set the avoided cost discount at an appropriate level
because {00 great a discount may discourage facilities-based competition and too small a discount would
discourage any competition. Most companies anticipate competing as resellers before building their own
facilities through which to compete. and too small a discount would not enable carriers to enter the
market as reseller competitors. The CLECs believe that it is unrealistic to expect that many carriers will
have the initial capital necessary for facilities-based growth. Further, carriers would not have the
economies of scope and scale available to U S WEST. and would not be able to compete effectively on
that basis.

MCI. AT&T and TCG argued that U S WEST's proposed discount was unreasonable.
anticompetitive. and in violation of the Act. the FCC Order and other applicable law. As stated above.
U S WEST claimed 1o subtract the TELRIC of'the avoided elements from their currently apprc;\'ed costs.
which were set on an embedded basis. U S WEST removed only those costs which it actually \\'suld not

| incur, instead of the costs which would not be incurred in support of a wholesaic business. US WEST
also added such costs as marketing and product management. However, U S WEST has not indicated
any willingness to provide its data or conclusions to the CLECs for any shared benefit.

| The parties also disputed the method U S WEST used to calculate its avoided cost. Rather than
the percentage of retailing acﬁvities U S WEST will avoid when wholesaling. U S WEST compared
expenses to revenues, without accounting for any avoided return and taxes. US WEST s method resulted
in a percentage which would yield the same absolute dollars of profit whether wholesaling or retailing.
which would result in an increased profit margin for wholesaling. |

MCDI’s proposal

MCI submmed an across-the board dxscount, clalmmg that U S WEST did not provide sufficient
-'iithlaﬁta for a-service by -service discount.. .MCI stated that U S WEST s revision of the . MC l method

_prov:dmg service by service. dxscounts was not provxded in sufﬁcxem ume toev aluate In addmon as

a ser\’xce by service d:scoum would hkely yleld a lower dascount for res:denual services. such a dlscoum'

would be a barrier to entry into the residential market.
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MCT used avoided expenses in its calculations, claiming that it did not need to calculate avoided

return and taxes. Inresponse to U S WESTs criticisms, MCI claimed that a portion of property taxes
would be avoided with U S WEST’s reduced need for staff and supporting facilities. MCI contended that
the same portion of property taxes equal to the overall avoided cost discount will be avoided, so there
would be no overall impact to its avoided cost discount if property taxes were added to its ratio. MCl
responded to a number of specific criticisms by U S WEST of its methodology. MCI claimed that its

proposed avoided cost of 22.5 percent resulted in the same profit margin whether retailing or

K

V-2 RS - U 7 e - S Y

AT&T proposal

“ wholesaling.

10 AT&T stated that it confirmed the validity of its study by substituting U S WEST data for the Bell
11 Atlantic data. The substitution produced almost no change. verifving that the Bell Atlantic estimates
12

< || were reasonable to use in estimating the appropriate avoided cost discount.
1

13 | TCG proposal

14 TCG claimed that U S WEST s proposed discounts ranging from approximately 1 to 8 percent
15 } for costs avoided when wholesaling rather than retailing was unreasonable. Likewise. AT&T's proposal
16 || of 36.14 percent seemed unreasonably high. TCG proposed that an appropriate discount would be
17

located somewhere between those two proposals. but did not propose its own method for obtaining the

18 discount.

19 Conuni§sion resolution

l U S WEST's inﬁuts and calculations yields an avoided cost discount that is unreasonably low on
21 | its face. Its chosen methodology of $u~btracting avoided costs from forward-looking costs of retail
22 | activities is not a reasonable method, and is not in keeping with the Act’s discount method. Section

252(d)(3) provides that wholesale prices shall be determined “on the basis of retail rates charged o

PRt P

VLR

g ;.24 ; ’ . subscnibers for thc telecommumcatxon service rcquested, excludmg the poruon thereof ambutablc to any
}..marketmg, b:llmg, co“ccnon ‘and-other- COStS that will-be avoided by the local cxchangc camcr

s e e o e .

o %6_ T“A_.Pursuant to § 252(d)(3) calculanon of a wholesale dxscou‘r&u‘r&cwq\;r; ihe deduction of av oxded costs from P
27 || the sérvxcc ;—a;:tual retaxl pnce T S "WEST s miéihiod does fior adequatél\ consider-cost savings and,;m
28

efficiencies, including planned efficiencies. which reasonably would occur if it operated in 2 wholesale
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environment.

AT&T s method is too generous in anﬁbuling cost savings to a wholesale business. AT&T has
added 1o avoided costs the cost of services which would not be subject to an avoided cost discount.
AT&T's r-mi:thod also considers costs that are avoidable, without attributing any costs to wholesaling.
U S WEST added excessive and unsupported costs it claimed would be attributable to supporting its

wholesale business. MCI added a reasonable amount of costs, by not deducting the full amount from

| certain retail categories. claiming that the remaining portion may be necessary in wholesaling.

In general, MCI's method appears to be the most reasonable in calculating the avoided cost
discount. MCI estimated costs which reasonably would be avoided in selling at wholesale. While we
generally concur with the methodology of MCI, there are areas of concern which we share with U S
WEST. First. property taxes should not have been excluded from the denominator of the MCJ avoided
cost ratio. In addition. we are concerned with MCl's unsupported assumption that 90 percent of all
marketing type costs would be avoided. We find that marketing should be discounted 75.44 percent. as
indicated in U S WEST s prefiled testimony. The wholesale discount proposed by MCl will be.-redpced
by approximately 2.28 percent as a result of the property tax and marketing adjustments. The resulting
discount is 20.22 percent. | |

The discount should be weighted according 1o the different types of services. Residential services
do noi advertise. and likely would have a lower discount than most other services. Similarly. NRCs
wouki l;éve associated discountable overhead. but no advertising costs. Certain services. such as

Centrex/Centron, already are offered at a discount for bulk purchasing. Vertical features are heavily

advertised, with low actual costs, and should have a separate discount. The Commission approves the

following discounts:
Business and PBX 18.00%
ISDN 18.00%
e Toll Ll . . 18.00%

<o Vertical Féatures =~ s 18100% s o .
Residential =~ =77 7 v e e e 3200% oo T R
NRCs - 18.00% S

a -T;T:-'Private'Line:;. N T b e .\1‘8.:000/0 o

ST *. w0 % ok T T e R kR

Having considered the entire record herein and being fully advised in the premises. the
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Commission finds, concludes, and orders that:

FINDINGS OF FACT
3 1. U S WEST is certificated to provide local exchange and intraLATA telecommunications
4 || services to the public in Arizona, pursuant to Article 15 of the Arizona Constitution.
5 2. ) On June 27, 1996, MFS filed with the Commission a Petition pursuant to the Act. On July
6 |l 19.1996,U S WEST filed its Response.
7 3. On July 17, 1996, TCG filed with the Commission a Petition pursuant to the Act. On
8 §| August 12,1996, U S WEST filed its Response.
9 4. On July 29, 1996. AT&T filed with the Commission a Petition pursuant to the Act. On
10 || August 23.1996.U S WEST filed its Response.
1 5. On August 14, 1996. ACS! filed with the Commission a Petition pursuant to the Act. On
12 | September 6. 1996. U S WEST filed its Response.
13 6. By Procedural Order on August 30. 1996, the portions of the above dockets concerning
14 1} US WEST's cost studies and rates were consolidated for an arbitration proceeding set for November 18.
15 1 1996.
16 7. On August 30. 1996. U S WEST filed cost studies. which included TSLRIC and TELRIC
17 | cost studies.
18 8. On September 4, 1996. MCl filed with the Commission a Petition pursuant to the Act.
19 1 On Septcmber 24.1996. U S WEST filed its Response.
20 9: On September 4, 1996 Brooks filed with the Commission a Petition pursuant to the Act.
21 On September 30, 1996, U S WEST filed its Response.
22 10. By Procedural Order on September 10, 1996, the cost studies and rates portions of MCl
23 || and Brooks® dockets were consolidatcd into the November 18, 1996 proceeding
v—'24. | R :On Scptcmbcr 11, 1996, Sprint requested mtcrvcnnon in the consohdated arburanon
“.__.2:5 - ;r;cccza;z‘g‘;—thy'Praéeduml Order'on Scptembcr 13 4996 Spnm was allowed to. jparticipate. in the'_
. T:____?-G._ consohdated proceedmg, condmoned upon its ﬁlmg; “P~e;u;o; }(;r ;ari):;;;tnz)n oi’ an 1nterconnecuonu
27 | Agreement wnh U S WE~S*’1-"” T T T e e e
28 '

12. On September 23, 1996, Spnm filed with the Commission a Petition pursuant to the Act.
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On October 15, 1996, U S WEST filed its Response.

13.  US WEST supplemented its cost studies on September 30. 1996.

14.  On October 7, 1996, RUCO requested intervention in the consolidated arbitration
proceedir{g.» By Procedural Order dated October 9, 1996, the Commission granted RUCO leave 10
intervene.

15, On October 15, 1996, GST filed with the Commission a Petition pursuant to the Act. On
October 21, 1996, the portions of GST’s Petition concemning U S WEST’s cost studies and rates were
consolidated into the November 18, 1996 proceeding. On November 5, 1996, U S WEST filed its
Response.

16. U S WEST filed nine new or revised cost studies on November 8. 1996.

17. U S WEST submitted a depreciation study to the Commission in October 1995.

18. U S WEST's 1995 depreciation study was filed on November 18. 1996 as an exhibit to
the supplemental rebuttal testimony of a U' S WEST witness.

19.  The arbitration in the consolidated proceeding was held as scheduled. .begiﬁbing on
November 18. 1996 and concluding on November 27. 1996.

20. U S WEST submitted revised cost studies on December 23. 1996. in which four studies
were updated. four used a revised customer transfer charge. and one new study was submitted.

21.  On January 3, 1997. the parties filed their initial post-arbitration briefs.

) 23.  On January 10, 1997, Cox filed with the Commission a Petition pursuaﬁz fo the Act. On
February 5, 1997, U S WEST filed its Response.

23.  OnJanuary 23, 1997, MFS and GST filed a joint post-arbitration reply brief.

24.  On January 24, 1997, the remaining pasties filed their post-arbitration reply briefs.

25.  OnMarch 13, 1997, Cox and U S WEST filed a Joint Motion and Stipulation which. in

:re]evant pan, mdxcated that the pames agreed to be bound to the cost and pricing results arising from the

s e yteax -

consolidated cost: arbitration procccdmg L ' e T -

T & o . 8 e,

L ST

gramed by Procedural Ordcr on June 1" 1997

27.  The existing U S WEST network incorporates different technologies installed over many
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years and does not represent a forward-looking, least cost. efficient network.

28.  The results from the U S WEST embedded cost study were approximately the same as its
cost study for a forward-looking,. least cost, efficient network.

29.  Inits 1995 study, U S WEST utilized a 20/80 percent difficult to easy placement ratio.

30.  Inits 1996 study, U S WEST utilized an 82/18 percent difficult to easy placement ratio.

31.  The Commission has analyzed the issues as presented by the parties and has resolved the
issues as stated in the Discussibr; above.

32.  The Commission hereby adopts the Discussion and incorporates the parties’ positions and
the Commission’s resolution of the issues herein.

33.  Exhibit A is the price list for unbundled elements. interconnection and the resale discount
in accordance with the Findings herein.

N ISIONS OF LAW
1. U S WEST is a public service corporation within the meaning of Article XV of the

Arizona Constitution.

2. U S WEST is an ILEC within the meaning of 47 U.S.C. § 252.

3. The Petitioners are public service corporations within the meaning of Article XV of the
Arizona Constitution.
4. The Petitioners are telecommunications carriers within the meaning of 47 U.S.C. § 252,
_ 5. The Commission has jurisdiction over the parties and of the subject matter of the Petitions.
6. The Commission’s resolution of the issues pending herein is just and reasonable.

consistent with the Act, the FCC Order and Rules, the Commission’s Rules, and all applicable law. and
is in the public interest.
7. Thcre is economic “good cause to use depreciation rates that conform with a forward-

lookmg, lcast cost, cfﬁcacm nctwork in an cnvxronmem which is going to become more competitive.

—y e

Nl Sp—d e D

,______ﬁgj." ~The burd'e?? ofprooﬁo establxsh a pmpcrcost ‘basis under the Actwas on U S WEST

9. The pnces for unbundled network elemcms are mtenéed 10 recover the cOSts oTa forward-

loong least cost efﬁcxent “network. ot embedded costsi - T L

i

10.  Any depreciation reserve deficiency would be an embedded cost.
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11. “Avoided costs” pursuant to the Act includes costs which would be avoided by a
wholesaler acting in a just and reasonable manner.
12. Pursuant to the Act. the “avoided costs™ discount is to be based on retail rates charged to
subscribers for the telecommunications service requested.
ORDER
IT IS THEREFORE ORDERED that the Commission hereby adopts and incorporates as its Order

the resolution of the issues contained in the above Discussion.

IT IS FURTHER ORDERED that all parties that are subject to a true-up mechanism for cosls set
forth in this Decision shall make the appropriate refunds/payments within 60 days of the date of this
Decision.

IT 1S FURTHER ORDERED that U S WEST Communications. Inc. shall file within thinty days
“ of the date of this Decision. a schedule setting forth al! ﬁucs and charges approved herein,_-/‘&)‘”;;l/z,
IT IS FURTHER ORDERED that the rates and charges approved herein shall be effective

immediately.
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IT 1S FURTHER ORDERED that the Hearing Division is directed to set a proceeding 1o
determine whether it is appropriate to gedgraphically deaverage rates established pursuant to this
Decision, and if so. what method should be used to set the deaveraged rates and when they should
become effe_ctive.
IT IS FURTHER ORDERED that this Decision shall become effective immediately.
BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

/Q Gt " *’2‘“:’ J//%f:vza—'//

ONIMISSIONER - CHAIRMAN COMMISSIONER 2~ COMMISSIONER

IN WITNESS WHEREOF. 1. JACK ROSE. Executive Secretary of the Arizona
Corporation Commission. have hereunto set my hand and caused the official seal
of the Commission to be affixed at the Capitol. in the City of Phoenix. this

BOA4 day of J@nsa—y 1998.

%. K ROSE

ECUTIVE SECRETARY

DISSENT

SEE ATTACHED DISS OPINION

.S.... e e N P P A A NS - e e o s e e e
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DISSENTING OPINION

COMMISSIONER RENZ D. JENNINGS

NAME: U.S. WEST COMMUNICATIONS, INC, et al. (Arbitration)

DOCKET NO. U-3021-96-448etal, ~  OPEN MEETING DATE: January 9. 1998

Genuine competition in local phone service has failed to emerge anywhere in the
country two years after the passage of the 1996 Telecommunications Act.  Because of
amendments proposed and passed by my two colleagues, this Order is especially detrimental
to competition in Arizona. It sets resale discounts well below what other states have done
and it sets the unbundled loop rate way above what other states have done. Normally
business-friendly Texas, for example, set the unbundled loop at $14.15, compared to $21.98
in this order. Texas also set a 21.64% resale discount rate, compared to this Order's 12% for

__residential and 18% for other services. This Order essentially confirms that we will have

| (}é:}ccmpetﬁion in name only.

The Recommended Opinion and Order (RO&O) of our three fine hearing officers was
based on hearing the evidence in a lengthy hearing, reviewing the extensive record, and then
writing 2 RO&O based on the evidence. The RO&O set the unbundled loop rate at $16.28

and established resale discounts ranging from 10.05% to 63.1%, or a weighted average of
20.22%. :

After U.S. West testimony in the 1995 rate case of $5.96 for the business loop and
$11.46 for the residential loop (which the CLECS advocated for the unbundled loop in this
case), the Commission set the price of 1FR residential service, which includes the loop, at
$13.18. Then, only three years later, U.S. West hired a $375 per hour consultant, who after -
putting in enough hours to collect over a half million dollars, testified that the cost of the loop
alone was $30.20. Through their amendments the majority has moved aggressively toward
this latest U.S. West number and has sided almost totally with U.S. West, using “evidence”
not in the record, such as post-hearing models when the results suit U.S. West. The majority
has even gone beyond U.S. West's recommendation to set copper depreciation at 15 years.

If the numbers the Commission majority has declared as “cost” are adopted in the next rate
- case, it assures a very huge rate increase for residential customers, perhaps as much as
T OYIT T T T mmme e e e T T e e

At this-point I'm going to go beyond the record myself to advocate future Commission

~ action. Like the majority and many others, U.S. West also likes to talk Competition;as long -~ = -

as they can retain 99% of the market. Actually, U.S. West is sitting pretty in Arizona. It
serves in one of the fastest growing states. It has the fastest growth of orders for second
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phone lines for residential customers surfing the Intermnet. It has seen an increase in voice
mail and caller ID, reportedly to 28% penetration in Arizona. It serves in a state with 80%+ of
its population in 2 urban areas. lts stock is being touted as “sweet.” Its share of monopoly
directory publishing revenues, which Judge Greene said in the divestiture order should be
used to hold down local rates, should be much higher than the $43 million agreed upon 10
years ago. In addition, because the Commission made a procedural error in imputing those
revenues in the last rate case, U.S. West is coliecting $17+ million/year plus another $34+
million voted by my two colleagues in Decision 60381 last summer. Apparently, despite all
of the above and despite U.S. West being the “900 Ib. gorilla” in Arizona, U.S. West has a
Commission majority that views U.S. West as beleaguered. tis hard to envision that U.S.
West needs rate relief, as they sometimes claim. In any case, | would challenge my two
fellow commissioners to join me in issuing an Order to Show Cause with regards to U.S.
West's eamnings and rates.

Instead of competition since the 1996 Telecommunications Act, we've had billions of
dollars in mergers and acquisitions, lawyers by the carload arguing the “fine points” of the -
Telecommunications Act, U.S. West and the other BOCs doing everything possible to slow
down competitive local interconnection, and potential competitors hesitant to put in facilities to
compete with the existing $300 billion local networks (6X the long distance networks). ltis’
ludicrous to think that competitors are going to duplicate or triplicate the local network in order
to get a fraction of the customers. The real path to competition was framed in the RO&O, and
the majority has deait a severe blow to competition in Arizona with this Order. if the
determination is made that the local telephone service is not conducive to both competition
and a unified and universal national phone system, then we should take a different course.
And if the majority and others around the country don't want competition in substance, they
should forthrightly make the case that U.S. West and the other BOCs are and should remain
natural monopolies and then convincingly regulate them. We would save spending billions
more for competition in form only, which is what this Order provides.

| dissent.




SERVICE LIST FOR: AMERICAN COMMUNICATIONS SERVICES, INC. AND
AMERICAN COMMUNICATIONS SERVICES OF PIMA
2 COUNTY, INC.; AT&T COMMUNICATIONS OF THE
MOUNTAIN STATES, INC.; MFS COMMUNICATIONS
3 COMPANY, INC.; TCG PHOENIX; MCIMETRO ACCESS
TRANSMISSION SERVICES. INC.; BROOKS FIBER
4 COMMUNICATIONS OF TUCSON, INC.. SPRINT
COMMUNICATIONS COMPANY, L.P.; and GST TUCSON
5 LIGHTWAVE, INC.
6 “ DOCKET NOS.: U-3021-96-448; U-3245-96-448; E-1051-96-448; U-2428-96-417:
E-1051-96-417; U-2752-96-362; E-1051-96-362; U-301 6-96-402:
7 “E-1051-96-402; U-3175-96-479: E-1051-96-479; U-3009-96-478:
E-1051-96-478; U-2432-96-505; E-1051-96-505; U-3242-96-527
8 and E-1051-96-527
9 I
LEX SMITH DEBORAH S. WALDBAUM. ESQ.
10 MICHAEL PATTEN WESTERN REGION OFFICE
BROWN & BAINP.A. 201 NORTH CIVIC DRIVE. SUITE 210
il 2901 N. CENTRAL AVE. WALNUT CREEK. CALIFORNIA 94596
PO BOX 100
i2 PHOENIX. ARIZONA 850010400 THOMAS H. CAMPBELL
ATTORNEYS FOR ACSL. ELL.CON AND TGC PHOENIX LEWIS & ROCA
40 NORTH CENTRAL AVENUE
TIMOTHY BERG PHOENIX. ARIZONA 85003
FENNEMORE CRAIG ATTORNEYS FOR MCIMETRO ACCESS TRANSMISSION
3003 N CENTRAL AVE SUITE 2600 SERVICES. INC.

15 PHOENIN. ARIZONA 85012-3913
THOMAS F. DINON. JR

16 NORTON CUTLER. JR MC1 TELECOMMUNICATIONS CORPORATION
U S WEST COMMUNICATIONS. INC. 707 SEVENTEENTH STREET
17 1801 CALIFORNIA STREET. SUITE 5100 DENVER. COLORADO 80202
DENVER. COLORADO 80202
18 THOMAS L. MUMAW
JOANS. BURKE SNELL & WILMER. LLP
19 2929 NORTH CENTRAL AVENUE. 21ST FLOOR 1 ARIZONA CENTER
P.O. BOX 36379 : 400 EAST VAN BUREN
20 PHOENIX. ARIZONA 85067-6379 PHOENIX. ARIZONA 85004-0001
ATTORNEYS FOR AT&T COMMUNICATIONS OF THE MT. ATTORNEYS FOR BROOKS FIBER COMMUNICATIONS OF
21 STATES. INC. TUCSON. INC.
22 DANIEL WAGGONER : DONALD A. LOW
MARY E. STEELE SPRINT COMMUNICATIONS COMPANY.. L.P.
23 2600 CENTURY SQUARE 8140 WARD PARKWAY SE
1501 FOURTH AVENUE _ KANSAS CITY. MISSOURI 64114
24 || SEATTLE. WASHINGTON 98101-1688 o
EENE TN rTY | IR A _, T ' GREGPATTERSON .
e 25 ) ERICILBRANFMANT T TITITIT e e e *-RESIDENTIAUUTILITY CONSUMER OFFICE_ -
- RUSSELL M. BLAU T T e e o gag NCENTRAL-AVE, SWTEN00 . o L.
e 26 DOUGLAS G. BONNER' PHOENIX. ARIZONA 85003 '
' " SWIDLER & BERLINGHARTERED . S0 o e o somoem—e o Ll
27 3000 K'STREET. N.W.. SUITE 300  CARRINGTONBHILLIP ~ 77 == - - - e s
WASHINGTON. D.C. 20007-5116 COX COMMUNICATIONS. INC.
28 ATTORNEYS FOR MFS COMMUNICATIONS COMPANY. INC. 1400 LLAKF HEARN DRIVY:
AND GST TUCSON LIGHTWAVE. INC. ATLANTA. GEORGIA 30319
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AT&T WIRELESS SERVICES. INC
10210 NE POINTS DRIVE. SUITE 100
KIRKLAND WASHINGTON 98033

JOSEPH S FABER

DAVIS WRIGHT TREMAINE LLP

ONE EMBARCADERO CENTER SUITE 600
SAN FRANCISCO CALIFORNIA

SJOHN LUNDIN

GALLAGHER & KENNEDY

2600 NORTH CENTRAL AVENUE
PHOENIX ARIZONA 83004

With copies to:

MR JOHN KELLY

ENECUTIVE ASSISTANT TO THE GOVERNOR
OFFICE OF THE GOVERNOR

1700 WEST WASHINGTON STREET

PHOENIX AZ 85007

RICHARD SILVER MAN
GENERAL MANAGER

SALT RIVER PROJECT - PAB30C
PO BOX 52025

PHOENIX AZ 83072-2023%

MR CHARLES R MILLER

AT&T COMMUNICATIONS OF

THE MOUNTAIN STATES

2800 NORTH CENTRAL AVENUE SUITE 828
PHOENIX AZ 85004

MR RAYMOND HEYMAN

ROSHKA HEYMAN & DEWULF

400 NORTH STH STREET SUITE 1000
PHOENIX AZ 85004

MS SUSAN MCADAMS
ELECTRIC LIGHTWAVE
POBOX 4678
VANCOUVER WA 98662
MR MICHAEL A MORRIS
T TCG (TELEPORT COMMUNICATIONS GROUP)
-20t NCIVIC DRIVESUITE 210 . -
WALNUTCREB\ CANS%
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mLUBBOCK“T)\ 79468 "“::- R S

ALAN SPARKS
_-TEC HNICAL OPERATIONS

cox COMMUNICATIONS =~ =~
17602 NORTH BLACK CANYON HWY
PHOENIX AZ 85023
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MR MICHAEL GRANT
GALLAGHER & KENNEDY
2600 NORTH CENTRAL
PHOENIX AZ 85004-3020

MS JUDITH A D HOLCOMB

US WEST NEWVECTOR

US HWY 60 EAST OF MAGDALENA
POBOX 144

MAGDALENA NM 87825

MS JOAN C HINSON

TCA ARIZONA CHAPTER PRESIDENT
TELECOMMUNICATIONS ASSOCIATION
JOHN C LINCOLN HOSPITAL

250 EAST DUNLAP

PHOENIN AZ 85020

MR ROLLIE NEHRING

ARIZONA TELEPHONE COMPANY
£353 NORTH DROMEDARY ROAD
PHOENIN AZ 85018

MS ELLEN CORKHILL
COORDINATOR

AARP

5606 NORTH 17TH STREET
PHOENIN AZ 83016

MR LEROY PILANT

VALLEY TELEPHONE COOPERATIVE INC
P O BOX 970

T2 EAST MALEY

WILLCOXN AZ 8364

MR KENNETH F MELLEY JR
U'S LONG DISTANCE INC
9311 SAN PEDRO - SWNTE 300
SAN ANTONIO TX 78216

MS JEAN L KIDDOO ESQ
SWIDLER & BERLIN CHARTERED
3000 K STREET NW - SUITE 300
WASHINGTON DC 20007-3841

MR BOB WHIPPLE
STENOCALL
ISISAVENUE).
roBOXI0i2T T
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"4730 MASSACHUSETTS AVENUE ==~ -

MR MILE SCHULTIES

TAFF MANAGER - REGULATORY
ALLTEL SERVICE CORP

1 ALLIED DRIVE

LITTLE ROCK AR 72202

MR RICK MCALLISTER
MANAGER REGULATORY
ALLTEL WESTERN REGION
P O BOX 3373

LITTLE ROCK AR 72203-3373

MR STEVE WHEELER - ATTORNEY
SNELL & WILMER

ONE ARIZONA CENTER

400 EAST VAN BUREN STREET
PHOENIX AZ 83004-0(Kit

NS BETH ANN BURNS - ATTORNEY
CITIZENS UTILITIES COMPANY

2001 N CENTRAL AVENUE - SUITE 1660
PHOENIX AZ 83012-2736

ROD JORDAN

CITIZENS UTILITIES COMPANY
P O BOX 496020

REDDING CA 96(49-6020

JOE O'NEIL

US WEST NEWVECTOR GROUP
MS 824

PO BOX 96087

BFLLEVUE WA 98009-9697

MR FRANK HATZENBUEHLER

U'S WEST COMMUNICATIONS INC
1801 CALIFORNIA STREET #5200
DENVER CO 80202

MS. MAUREEN ARNOLD

U S WEST COMMUNICATIONS
3033 N3RD STREET

PHOENIX AZ 85012

MR JOE HANLEY MANAGER

ARIZONA TELEPHONE COMPANY

2236 WEST SHANGRILAROAD - - - .
PHOENIX AZ 85029_-

MR SCOTT RAFFERTY
C/O AREIE GROUP

WASHINGTON DC 20016
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MR JAMAL ALLEN ATTORNLY

O'CONNOR CAVANAUGH ANDERSON
WESTOVER & BESHEARS

ONE EAST CAMELBACK - SUITE 1100

PHOENIX AZ 85012

MR TONY DITIRRO

MC1 COMMUNICATIONS CORPORATION
201 SPEAR STREET 9TH FLOOR

SAN FRANCISCO CA 94105

MR JOHN COLEMAN

ELECTRIC LIGHTWAVE

2600 NORTH CENTRAL AVENUE #300
PHOENIX AZ 85004

MR ERIC ARTMAN

MFS COMMUNICATIONS CO INC
188 BERRY ST BLDG |

SUITE 3100

SAN FRANCISCO CA 94107

MR JOHN O LAUE
~ COMMUNICATIONS ENGINEERING SUPERVISOR
CITY OF TEMPE
MANAGEMENT SERVICES DEPARTMENT
132 EAST 6TH STREET SUITE BI(W
TEMPE AZ RS280

MR JOE HOMMEL

ELECTRIC LIGHTWANL

8100 N E PARKWAY DRIVE SUITE 200
VANCOUVER WA 98662

MR FRED M SHEPHERD NCE

TELEPHONE DIVISION MANAGER
TOHONO O'ODHAM UTILITY AUTHORITY
POBOXBI6

SELLS AZ 85634

MR DAREL ESCHBACH

EXECUTIVE DIRECTOR
TELECOMMUNICATIONS SERVICES
ARIZONA STATE UNIVERSITY

BOX 870201

TEMPE AZ 85287-0201

MR JIM BROSHAR

" “~EXECUTIVE VICE PRESIDENT .. .7 277~ > 7 oo

7 ROCKY MOUNTAIN TELECOM ASSOC(ATibN -
10103 EAST VIA LINDA SUITE 103-330

.- -SCOTTSDALE AZ RS2SE._
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MR TIM DELANEY 1 SCOTT NICHOLS
BROWN & BAIN PA U S ONE COMMUNICATIONS
2901 NORTH CENTRAL ) 1320 CHAIN BRIDGE RD SUITE 350
POBOX 400 MCLEAN VIRGINIA 22101
PHOENIX AZ 85001-0100
TERRY ROSS
MR PAUL SCHNEIDER CENTER FOR ENERGY & ECONOMIC DEV
ARIZONA BUSINESS GAZETTE 7853 E ARAPAHOE COURTY SUITE 2600
P O BOX 1930 ENGLEWOOD COLORADO 80112
PHOENIX AZ 85001
PETER GLASER
MR JEFFREY WEIR DOHERTY RUMBLE & BUTLER
EXECUTIVE DIRECTOR 1401 NEW YORK AVE N W SUITE 1100
SOUTHERN GILA COUNTY WASHINGTON DC 20005
ECONOMIC DEVELOPMENT CORPORATION
PO BOX 133) TOM BADE
GLOBE AZ 85502 GREG RIGGLE
GCB COMMUNICATIONS
MS SUE WILLIAMS 1025 E BROADWAY SUIRE 201
DIRECTOR REGULATORY AFFAIRS TEMPE ARIZONA 83282
TELTRUST COMMUNICATIONS SERVICES INC
221 NORTH CHARLES LINDBERGH DRIVE MARTIN A ARONSON
SALT LAKE CITY UT 83116 WILLIAM D CLEAVELAND
ANGELA M CASTELLANO
MR MIKE LALGHLIN BEUS GILBERT & MORRILL
DIRECTOR OF OPERATIONS 3200 N CENTRAL SUITE 1000
NORSTAN COMMUNICATIONS PHOENIX ARIZONA 83012
6900 WEDGEWOOD ROAD
NMAPLE GROVE MN 35311 " JENNIFER S POMERY
US WESTCELLULAR
MR IVAN JOHNSON 3350 161ST AVENUE SE
VICE PRESIDENT OF PUBLIC AFFAIRS P O BOX 96087

TIMES MIRROR CABLE TELEVISION
17602 NORTH BLACK CANYON HIGHWAY

BELLEVUE WASHINGTON 9809

PHOENIX AZ 85023 JODIE CARO
MFS COMMUNICATIONS CO INC
JIM WORTHAM 999 OAKMONT PLAZA DR APT 300
ADMINISTRATOR WESTMONT ILLINOIS 60519-5516
FIRE DEPARTMENT COMPUTER SERVICES
CITY OF PHOENIX 1AN CALKINS
150'S 12TH STREET PUBLIC AFFAIRS DIRECTOR
PHOENIX AZ 85034 PHOENIX CHAMBER OF COMMERCE
201 N CENTRAL AVE 27TH FLOOR
CATHERINE A NICHOLS PHOENIX ARIZONA 85073
TEP - LEGAL DEPARTMENT )
220 WEST SIXTH STREET JACK TRAHAN
.t poBOXY - ~ WESTERN ELECTRONICS AND
- ,_Tucsow ARIZONA gs702° T v e o —COMMUNICATIONS o
SR SDUZmOLimnmm et oo o B32KINGMANAVENUE T
~fERRY TRAPP.PRESIDENT  —— - - oo o ... KINGMAN ARIZONA 86401 - SR e
U S COMMUNICATIONS UNLIMITED. INC e e e e

. 234 SNYDER MOUNTMN ROAD

EVERGREEN COLORADO 80439 ST UmITOL LTIt mn e T

B
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DAVID N PORTER

WORLDCOM INC

aka MFS COMMUNICATIONS COINC

1120 CONNECTICUT STREET N W SUITE 300
WASHINGTON DC 20036

JESSE W SEARS

ASSISTANT CHIEF COUNSEL

CITY ATTORNEY'S OFFICE

CITY OF PHOENIX

200 WEST WASHINGTON. 13TH FLOOR
PHOENIX ARIZONA 85003-1611

PETER QNYCEJR

REGULATORY LAW OFFICE

U S ARMY LITIGATION CENTER
901 N STUART STREET SUITE 713
ARLINGTON VA 22203-1837

CHARLES L BEST

ATTORNEY AT LAW

220 S W MORRISON ST SUITE 805
PORTLAND OR 97205

WILLIAM POLLARD

KLP & ASSOCIATES

8536 TORWOODLEFE COURT
DUBLIN OHIO 43017-9739

GARY YAQUINTO

GST TELECOM

ONE ARIZONA CENTER

400 E VAN BUREN SUITE 350
PHOENIX ARIZONA 83004

BILL MEEK
AUIA T 7 -
2100 N CENTRAL AVE SUITE 210

PHOENIX ARIZONA 83004

JANET REGNER

BETTY PRUITT

ACAA

202 E MCDOWELL #255
PHOENIX ARIZONA 85004

M KIMBERLY ROBERTS
GTE COMMUNICATIONS CORPORATION ]
.522) NORTH ( O‘CONNOR BLVD
IRVING TEXAS 75039

PR
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LINDY FUNKHOUSER. CHIEF COUNSEL
LEGAL DIVISION

ARIZONA CORPORATION COMMISSION
1200 WEST WASHINGTON STREET
PHOENIX, ARIZONA 85007

CARL DABELSTEIN

DIRECTOR UTILITIES DIVISION
ARIZONA CORPORATION COMMISSION
1200 WEST WASHINGTON STREET
PHOENIX. ARIZONA 85007
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ARIZONA
Price List

REV 1-16-98

onfotmance with the June 13, 1997 and September 12, 1997 recommended order in Docket U-3021-96-448 etal,,

January 8, 1998 Commission order.

By calaiating these prices as ordersd, the parties do Nl weive any objections or appeal o

"

8Pprop of the Asb s o C ission's orders nor indicate their ag nt with the ordensd Mmethodology O nesults.

‘BUNDLED NETWORK ELEMENTS

Unbundied Loop -
Network Interface Dewoe. Recurring (Note 1)
Network Interface Device, New Customer, Nonrecurring (Note 2)

Loop Distribution (Note 6 & 12}
Unbundled 2 Wire Loop, Recurring (Note 5)
Unbundied 4 Wire Loop, Recurring {Note §)

Residence Nonrecurring - Per 2 Wire Loop

Business Nonrecurring - Per 2 Wire Loop

Residence Nonrecurring - Per 4 Wire Loop
Business Nonrecurring - Per 4 Wire Loop

Any Loop with Conditioning (One Time Charge)

Extension Technology, Recurring
Switching (Note 3)

Usage Per Minute

Per Port, Recurring
Per Port, Nonrecurring (Note €)

Entrance Facllity (Note 3)
DS1, Electrical, Recurring
. DS3, Electrical, Recurring

- - e v ecm

e e S ..._.‘_.._..--,..

o e e

0s1, Electncal Nonreoumng Subsequem

DS3, E‘ectrica}, Nonrecurring

Page t o8

ds they nay have reganding the legality or

s 0.58
$ 3000

$ 1533

$ 2198

s 2290

s 40.92

s 45.92

s 4181

$ 4692

$ 11480

$ 675

$ 00028

$ 1.61

$ 4258

$ 8942

$ 35716

R =

e Sear
. 0§ 25687

TARIFF
(Note 10)

Exchange &
Network
Services Tanff
Sec5.24
Exchange &
Network
Services Tariff
Sec5.24 -

Exchange &
Network
Sevices Tariff
Sec 14.2.1

Exchange &
Network
Services Tariff
Sec 14.28.2

_FCCNo.5

“Sections T T

225.1 .-

Section6

" Page 225.1

FCC No. 5
Section 6
Page 2252
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Appendix A

ARIZONA
Price List

REV 1-16-88

DOCK=™ NO. U-3021-96-448 ET AL.

son._.mance with the June 13, 1997 and September 12, 1997 recommended order In Docket U-3021-96-448 et.al.,

4 January 8, 1998 Commission order.

Bycdalmmmam the parties 40 not waive any ob
ion's orders noc b

of the Ard s’ or G

WP

JBUNDLED NETWORK ELEMENTS
Direct and Dedicated Transport (Note 3)

DSO Dedicated, Recurting

or 8pp

"‘M,. t with the ord

i grounds they may have reganding the legality or
d methodology or results.

Page 248

s 505
uswc
Fixed Per Mile Proposed and
" adopted thru
DS1- 0 Miles None  None Me9°UatO"
DS1-OverOto 8 $ 3598 $ 065
DS1-Over8to 25 s 35989 $ 0.94
081-0ver25t0 50 $ 3600 $ 175
DS1-0Over50 $ 3600 $ 155
DS3 -0 Miles None  None
DS3-OverOto 8 s 24317 $1332
DS3-OverB8to 25 $ 246.15 $15.90
053 -Over 25 to 50 $ 25066 $22.91
DS3 - Over 50 $ 24826 $249
L. {plexlng. per armangement
+:2:053 to DS1, Recurring $ 196.85
FCCNo. 5
DS3 to DS1, Nonrecutring s 164.00 Section 6
. Page 237.1
Common Transport/Tandem Transmission, Per Minute, PerLeg(Note3) $§ 0.00088
Tandem Switching, Per Minute of Use (Note 3) $ 0.00140
Signaling (Note 7, Note 4 & Note 11)
Entrance Facllity
DS1, Electrical, Recurring s 89.42
DS3, Electrical, Recurring s 357.16
FCCNo. 5
DS1, Electrical, Nonrecurring, First s 560.68 Section 20
Page 15
FCCNo. 5
DS1, Electrical, Nonrecurting, Subsequent $ 560.88 Section 20
Page 15
FCCNo. S
DS3, Electrical, Nonrecurring $0.00 Section 20
Page 15
: Direct Link Transport ) . Fixed Per Mile
.. . DS1--OMies .- C e - - -Nohe - None . oL o
. _ DS1-OverOto8 = .. [T T e CRITIIVL L g Tir3588 . 80685 0 o - .
DS1-Over8t025 7 o $ 359 3094 e e e
. DS1-Over25t050 s 36.00 $ 175 TToTm T et
T DS1-Overso. . . $ 300 S50
DS3 - 0 Miles’ “‘None None ST e e
DS3-Over0to 8 $ 24317 $13.32
DS3 -Over 81025 $ 24615 $15.890
DS3 - Over 25 to 50 $ 25066 $22.91
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ARIZONA
Price List

-onformance with the June 13, 1997 and September 12, 1997 recommended order in Docket U-3021-96-448 et.al.,
1 January 8, 1998 Commission order.

By calculating these prices as ordered, the parties do not walve any objections of appeal g s ey may have regarding the fegality or

spprop of the Asbltrators” or Commissions orders nor indicate their spreement with the ordersd mathodology of resutts.
DS3-Over 50 . $ 24926 $22.49
Multiplexing
DS1 to DSO, Recurring $ 200.08
DS3 to DS1, Recurring s 196.85
FCCNo. 5
DS1 to DSO, Nonrecuring Section 20
$0.00 Page 16
FCCNo. 5
DS3 to DS1, Nonrecurring Section 20
$0.00 Page 16
FCCPart5 CCSlinks
CCS Link — First Link, Nonrecurring $ 454.94 Section 20
page16
FCCPat5  CCS Links
CCS Link ~ Each additional Link, Nonrecurring $ 14760 Section 20
page16
STP Port —~ Per Message, Recurring » $ 0.00005
Signaling Link :
First Link, Recurring DS0 _ $ 24.85
Additional Link, Recurring DSO . $ 24.85
SCP/Databases — Per Message $ 0.00100
ANCILLARY SERVICES
Directory Assistance .
Price per Call — Facilities-Based Providers s 0.28
Primary Lisfings, Directory Assistance, White & Yellow Pages No Charge
Eot1 '
LEC and CLECs recover costs from PSAP No Charge
Assignment of Numbers
Assignments per industry guidelines No Charge
Busy Line Verlfication
PerCall ] 0.72
Busy Line Interrupt
Per Call $ 0.87
tmdm uumb.rpomwny R ]
o ,Semoe Estabhshment, Per Route, Per Switch, N&f\?&&!m'f\g At T 2065 e oo o e o
‘-Service Establishment, Péc Ported Number, Nonrecurting -~ -~ - ... ... 447 )
~-Service Establishment, Additional and Consecutive Numbets B S T 7 e i ecim b uituss
Per Number Ported, Nonrecurring T e e T e
DECISION NO E35°
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_ Appendix A
) ARIZONA
Price List
mo..nance with the June 13, 1897 and September 12, 1897 mcommended order in Docket U-3021-96-448 et.al.,
January 8, 1998 Commission order.
ymmmumu.uwmmmw-*; cions of sppesl grounds they mey have regarding the legality or
appropet of the Arbd s’ or C jon's Grders nor indk their agreement with the ordered methodology Of results.
SICAL AND VIRTUAL COLLOCATION
sommon Elements
. FCCPart5  Quotation Fee
Quote Preparation Fee, Nonrecurring (Note 8) $ 138154 Section 20
' page31
Cable Splicing .
FCCPart5  Cable Splicing
Per Setup, Nonrecurring $ 375.40 Section
' 20page36
' FCCPart5  Cable Splicing
Per Fiber Spliced, Nonrecurring $ 15.79 Section 20
page36
48 Volt Power, Per Ampere, Recurring, Per Month $ 12.89
v48 Volt Power Cable
20 Ampere Capacity - Recurring $ 0.21
40 Ampere Capacity - Recuming $ 0.29 .
60 Ampere Capacity - Recurting $ 0.35 :
R FCCPart5  Power Supply
{* . -P Ampere Capacity - Nonrecurring $ 59.14 Section 20
PEE
. Part5 Power Supply
40 Ampere Capacity - Nonrecurring $ 80.69 Section 20
page34
FCCPart5  Power Supply
60 Ampere Capacity - Nonrecurring $ 95.34 Section 20
page34
Equipment Bay, Per Shelf Rack Space, Recutring s 6.41
Inspector per 1/2 Hour, Regular s 24.49
Inspector per 1/2°Hdur, After Hours $ 36.24
Training per 1/2 Hour - s 2395
Engineering per 1/2 Hour, Regular $ 24.55
Engineering per 1/2 Hour, After Hours S 3525

PHYSICAL AND VIRTUAL COLLOCATION (Note 9}

Common Elements
Instatlation per 12 Hour, Regutar
Installation per 112 Hour, After Hours -

Maintenance per 1/2 Hour, Regular

Mamtenancepeﬂlz Houf.MerHouts_‘_-_‘
EICT CHANNEL TERMINATIONS (Note 13) -

==, 2-wire DSO EICT, Recurring

i - 4-wire DSO EICT, Recurring _ . )

. -DS1EICT, Recumng T T e T e

DS3 EICT, Reciring

Pege 4 0f8

ET AL.
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wmmmnm.mmsummmyob}-domoflppodumndammhtwmmﬁngmkqd?tyu
W«mmmm‘umxmammmwmmmm«m.

FCCPat5  Private Line Transpon

2-wire DS0 EICT, Nonrecurring $ 383.30 Section 20 Service
. page32
FCCPart5  Private Line Transport
4-wire DSO EICT, Nonrecurring $ 383.30 Section 20 Service
page32
FCCParts5  Private Line Transport
DS1 EICT, Nonrecurring $ 256.87 Section 20 Service
paged2
FCCPartS  Private Line Transpon
DS3 EICT, Nonrecurring S 269.78 Section 20 Service
page32
EICT Regeneration
DS1 EICT, Regeneration, Recurring s 6.30
DS3 EICT, Regeneration, Recurring $ 41.32
DS1 EICT, Regeneration, Nonrecurring $0.00
DS3 EICT, Regeneration, Nonrecurring $0.00
Element Group 1
Entrance Facility - 2 fibers, Recurring s 1.52
FCCPartS  VEIC Entrance Facility
Entrance Facility - 2 fibers, Nonrecusring Section 20
S $ 1,18474 page33
Element Group 2 : P
Entrance Enclosure: £
Manhole - Per Month Per Manhole s 13.81 AT&T -
Handhold ~ Per Month Per Handhold $ 7.61 Proposed
Rates
Conduit & Interduct fm Entrance Enclosure to Cable Vault, Per FootMonth  § 0.21
Core Drili, Per Core, Nonrecurring s 181.57
Riser from Cable Vault to Customer Designated Equipment, Per FootMonth $ 0.24
Fiber Optic Cable {24 Fiber Increment), Per FootMonth $ 0.03
Fiber Placement in conduit and riser, Per Foot A $ 0.83
Copper Cable 25 Pair, Per Month, Per Foot s 0.006
Copper Cable Splicing - Per Splice s 4564
Copper Cable Placement in Conduit and Riser - Per Foot H 0.83
Coax Cable RG59 - Per Foot Per Month s 0.10
AC Power Per WATT, Per Month s 0.03
Hun‘.diﬁaﬁon Per Leased Physical Space s 28.03
e CagelHard Wall Enclosure : » o . ics
Rent (w/ Maintenance) - pef’ squam foot 2one 1, Recurring ~: w8 2715 ) L
P LIr Rent (W Maintenance) - persquarefootZoneZ.Remmng N | 226 - e : T
o .._-.ReM(wlManntmam)-PammmfootZoneﬁ‘Recumnd = - AL s 208 oIl _mom
RESALE e e e S LD L L T
.:-,~——~Custonnr1’lansfnrcmfge__,_ﬁ___ o g L B
Business ' ST T e e e 0§ 0 5000 - S SOSUE
Residence $ 5.00 - AR
{SON ' $ 5.00 ?

Page 5ols DECISION No. Lllo TG



D‘OC!"””' NO. U~3021-96-448 ET AL.

. REV 1-16-98
Appendix A

’ ARIZONA
Price List

contormance with the June 13, 1997 and September 12, 1997 recommended order in Docket U-3021-96-448 etal.,
d January 8, 1998 Commission order. , :

WMMM&M,NM:&MWW bjections or appesi grounds they inay have reganding the legality or
8pprop of the Asbitrators” o C. ission's orders nac indicate their aQr  with the ordered methotology of resutts.
Resale Discount
Residential 12.00%
All other services 18.00%
otes

1 Applicable where CLEC terminates its loop to a USWC NID.
2 Applicable only 1o new customers, new premise.

3 For companies that qualify for Bill and Keep, this charge will not apply in the event of Reciprocal Compensation.
This Charge will be assessed upon the contract provisions.

4 Signaling Elements are taken from Hatfield with exceptions of DS1 and DS3 because Hatfield does not calculate these services.

5 Company proposing to use BFR has to overcome rebuttable assump ion that Hatfield prices are appropriate. Applies
to recutring charge only. BFR will be used for ordering, provisioning, including any additiona!l equipment and NRCs.

6 This non-recurring charge does not apply in the event unbundied local switching is ordered with an unbundied loop.
1f Ordered through Switching, only one NR Charge Applies.

7 The USWC and AT&T rate structures differ. To establish rates, each party’s rate structure has been retained,
and the proposed rate halved, in accordance with the Arbitrator’s order.

tf '\)’he QPF is credited to the payment for enclosure buildout, if priced on an (CB basis.

8" When purchasing Collocation, ATAT wil pay the listed price for elements in Element Group 1 and Element Group 2.
10 PL: Competitive Private Line Transport Setvice Administrative Guidelines.

11 1f Ordered Concurrent with the CCS Link, only one NR Charge Applies.

12 This includes the price of the NID. If a NiD is not needed, the price is $14.74.

13 There will be no charge for an expanded interconnection thannel temminationwhen such facility is ordered in
conjunction with an unbundied loop. ’

-~ ra
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