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Commissione
WILLIAM A. MUNDEE
Commissioner
IN THE MATTER OF THE GENERIC DOCKET NO. RT-00000D-00-0694
REVIEW OF PROCEDURES FOR
COMPETITIVE TELECOMMUNICATIONS. COMMENTS OF QWEST
~ CORPORATION PURSUANT TO
| PROCEDURAL ORDER DATED
SEPTEMBER 18, 2000
Qwest Corporation (“Qwest") , formerly U S WEST
Communications, 1Inc., provides the following comments to the

procedures outlined in the Procedural Order dated September 18,
2000 (“Order”) in the above-captioned:docket.

In light of the Opinion rendered by the Arizona Court
of Appeals in Cause No. 1 CA-CV 98-0672 (“Opinion”), the Arizona
Corporation Commission (the “Commission”) should amend its rules
and establish permanent procedures that require the Commission to
ascertain the fair value of property within the state of each
public service corporation before setting each such corporation’s
rates and charges. Until such time, the procedures outlined in
the Order will permit the Commission to determine fair value rate
base (“FVRB”) on an interim basis while moving forward with
pending applications for <certificates of convenience and
necessity.

Generally, Qwest has no objection to these interim
procedures. However, the Commission should more specifically

define the “information” required to demonstrate “how the fair
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value fate base of the Company’s plant and equipment (both
current and projected” is related to its total service long-run
increménﬁal costs.” An objective minimum standard should be
established for any required information and that minimum should
be applied equally to all companies.

Moreover, when setting rates, the Commission should
determine whether the rates and charges are reasonable in light
of the fair wvalue of the assets of each public service
corporation. The Commission should make a finding that both the

minimum and maximum rates and charges are just and reasonable.

The procedures set forth in the Order impose this requirement
only on those maximum rates and charges that “are higher than
those of the incumbent local exchange carrier for the same
regulated service” and, therefore, do not comply with the
Opinion.

With regard to the questions attached to the Order as

Exhibit A, Qwest responds as follows:

1. Are any Commission rules and procedures affected by the
Court of Appeals’ Opinion; if so, should they be revised and how?

Commission rules and procedures are affected by the
Court of Appeals’ Opinion. For example, the Commission’s rules
on competitive telecommunications services (specifically, A.A.C.
R14;2—1104 through A.A.C. R14-2-1106; A.A.C. R14-2-1108 through
A.A.C. R14-2-1110, and A.A.C. R14-2-1115) must be revised to
ensure that the Commission determines fair value rate base for
all telecommunications carriers prior to setting their rates and

charges. Currently, a company provides economic justification or

PHX/TDWYER/1112646.3/67817.251
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cost support data for its rates at the discretion of the
Commission or Staff. See A.A.C. R14-2-1104(A) and A.A.C. R14-2-

1105.

2. What information would be helpful or necessary for the
Commigsion to ascertain fair value and how should fair value be
determined for the various types of providers in Arizona, 1i.e.,
resellers, providers offering services through the use of the
ILEC’s ‘unbundled network elementé and/or a/ combination of
unbundled network elements and their own facilities?

The Commission should require the same information from
both incumbent local exchange carriers (“ILECs”) and competitive
local exchange carriers (“CLECs”) in determining fair wvalue.
With regard to resellers, the Commission should review
information and data relative to any property/assets held by the
company, its investments, its cost of service, and the rates paid
to ILECs from which the Company purchases resold services.
Carriers using unbundled network elements (“UNEs”), or a
combination of UNEs and their own facilities, should be required
to submit the same information as a public service corporation of

their class under A.A.C. R14-2-103.

3. How can fair value rate base information be utilized for the
purposes of setting rates consistent with the Court of Appeals’
Opinion, with the Telecommunications Act, and with a transition
to a competitive market?

The Court of Appeals has determined that the fair value

requirement established by the Arizona Constitution does not

PHX/TDWYER/1112646.3/67817.251
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confliet with the Telecommunications Act of 1996. The Commisgssion

can set minimum and maximum rates for a public service
corporation based on fair wvalue, and the public service
corporation can develop its own rate designs and price services

within the prescribed range(s).

4. Does the Court of Appeals’ Opinion affect more than the
establishment of initial rates by the Commission? For instances,
what is the impact on the Commission’s competitive pricing rules,
maximum-minimum rate pricing structures, transfer of assets
applications, special contracts, or new tariff filings?

Yes. The Opinion impacts the Commission’s competitive
pricing rules in the manner previously described. Maximum-
minimum rate pricing structures are clearly permissible, but must
be based on fair value determinations. Rate changes that fall
within a minimum/maximum range will not require additional fair
value analysis or an order of the Commission. New gervice tariff
filings may be implemented consistent with the Opinion and A.R.S.
§ 40-250 in various ways. For example, where the Commission has
conducted a fair value analysis in setting the weighted average
for a class or category of service, a tariff filing introducing a
new service in the class or category would not require an
additional, separate fair value determination. The Opinion does
not impact transfer of assets applications assuming no rates are
adjusted during the asset transfer proceedings. The Opinion only

affects proceedings in which the Commission adjusts rates.

5. What rates need to be set using fair value (i.e.,

PHX/TDWYER/1112646.3/67817.251
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minimum rates; maximum rates; other?)?

The Commisgion should ascertain and consider fair value
when determining minimum and maximum rates and rates for services

that are not flexibly priced.

6. Is flexible pricing permissible given the Court’s
Opinion? would traditional price cap plans and incentive
regulation plans be consistent with Article XV, Section 14 of the

Arizona Constitution?

So long as the Commission ascertains fair value when
determining minimum and maximum rates, flexible pricing is not
barred by the Court of Appeals’ Opinion. Likewise, price cap and
incentive regulation plans are consistent with the requirement
that the Commission ascertains fair value when the Commission

prescribes rates.

7. Is there an even more streamlined process than that set
out herein which the Commission could implement which would be
consistent with the Court’s Opinion and with Section 253 of the

Telecommunications Act of 19967

The Commission may develop a more streamlined process
through further investigation and solicitation of comment on
alternatives in this docket. Any such streamlined process should

apply equally to CLECs and ILECs.

PHX/TDWYER/1112646.3/67817.251
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8. If there 1is an impact on CC&N applications already

granted by the Commission, how should the Commission address it?

The Commission should conduct further proceedings for
these carriers to determine fair value and adjust the rates
established under the original decisions granting these
certificates of convenience and necessity.

RESPECTFULLY SUBMITTED this 20" day of October, 2000.

FENNEMORE CRAIG, P.C.

=R
By

Timothy Herg )/4”—_—__’

Theresa Dwyer

3003 N. Central Avenue, Suite 2600
Phoenix, AZ 85023

Attorneys for Qwest Corporation

ORIGINAL AND TEN COPIES
of the foregoing hand-delivered for
filing this 20th day of October, 2000, to:

ARIZONA CORPORATION COMMISSION
DOCKET CONTROL

1200 West Washington Street
Phoenix, AZ 85007

COPY of the foregoing
hand-delivered this 20 day
of October, 2000, to:

Jerry L. Rudibaugh, Chief Administrative Law Judge
Hearing Division

Arizona Corporation Commission

1200 West Washington Street

Phoenix, AZ 85007

Lynn Farmer, Chief Counsel
Legal Division

Arizona Corporation Commission
1200 West Washington Street
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Phoenix, AZ 85007

Deborah R. Scott, Director
Utilities Division

Arizona Corporation Commission
1200 West Washington Street
Phoenix; AZ 85007

COPY of the foregoing
mailed this 20" day
of October, 2000, to
the attached service
list:

AT
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