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B O C ~ ~ M E N T  CONTROL MAR 2 2 1999 
DOCKETED BY EzIGI 

RE: IN THE MATTER OF U S WEST COMMUNICATIONS, INC. - TARlFF FILING 
TO INTRODUCE THE PROVISIONING AGREEMENT FOR HOUSING 
DEVELOPMENT (DOCKETN0.T-0105 1B-98-0708) 

IN THE MATTER OF U S WEST COMMUNICATIONS, INC. - PETITION FOR 
APPROVAL OF CWANO LAND DEVELOPMENT AGREEMENT (DOCKET NO. 
T-010SlB-98-0731) 

IN THE MAT'IER OF U S WEST COMMUNICATIONS, INC. - PETITION FOR 

AGREEMENT (DOCKET NO. T-01051B-99-0057) 
APPROVAL OF THE ANTHEM ARIZONA LAND DEVELOPMENT 

Docket Nos. T-O1051B-98-0708, T-01051B-98-0731, and T-01051B-99-0057 are being 
considered together because they all deal with provisioning of U S WEST Communications, Inc. 
(USWC) facilities within new residential housing developments. USWC has informed Staffthat 
the two proposed Land Development Agreements (Civano - Docket No. T-OlO5lB-98-0731 and 
Anthem - Docket No. T-O1051B-99-0057) are an intermediate step between their present Land 
Development Agreement (LDA) briff and the proposed tariff contained in Docket No. 
T -01051B-98-0708. USWC states that the proposed tariff changes are being requested as a 
result of competition in the marketplace. Under the current LDA tariff, the developer pays in 
advance to have facilities placed and the amount advanced is then reibded based on the number 
of new connections (new access lines) that occur within the development. The Civano and 
Anthem agreements m o w  this to require no advance payment fiom the developer, but require 
reimbursement to USWC if the number of new connections does not meet certain projections. 
The proposed tariff makes a further modification by not requiring any advance payments or 
reimbursements unless the costs exceed a cap (the cap equals the distribution and drop portion of 
the average exchange loop investment, times the number of lots in the development). If the 
development costs exceeds the cap, then the developer pays a non-refundable amount that is the 
difference between the cap amount and the actual cost. 
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A. Tariff Filing To Introduce The Provisioning Agreement For Housing Developments 

On December 1 1, 1998, USWC filed revisions to its Exchange and Network Services 
Tariff Section 4. These revisions introduce a new process for providing distribution facilities in 
new housing developments. The new process, which is referred to as the Provisioning 
Agreement for Housing Development (PAHD), replaces USWC's existing LDA. The present 
LDA tariff requires that the developer pay in advance the costs to have outside plant facilities 
placed in a new development. The advance amount collected h m  the developer by USWC is 
refunded over the tern of the LDA, if the number of new service connections equal the number 
of lots in the development. Under the proposed tariff USWC would not require any advance 
payment unless the per lot cost exceeds a Company determined cap, which shall equal the 
distribution and drop portion of the average exchange loop investment times the number of lots 
in the development. USWC states that they are proposing these changes as a result of 
competition in the marketplace and in response to the way competitors are approaching 
developers. 

USWC states that the current LDA that places all of the risk on the developer is no longer 
workable in a competitive market where others are willing to provide the facilities at no cost to 
the developer. Staff has determined that other service providers are installing facilities that can 
be used to provide telecommunications services at no cost to the developer. While Staff agrees 
that USWC needs the latitude to meet competitive challengers in residential developments where 
altemative service providers exist, we are concerned that the PAHD tariff could result in 
investment in unused facilities by USWC. Thus, the potential exists that ratepayers could be 
asked to pay for these facilities in a future rate application. To prevent this, 'Staff feels ttiat a 
tracking mechanism needs to be put in place for iden-g the financial performance of these 
projects. Staff recommends approval (with the two changes listed below) of the proposed tariff 
with the condition that USWC be required to identify and keep records of all PAHD projects in 
such a manner that will allow Staff to review the details of these projects in a future (not the rate 
filing currently docketed) USWC rate filing. Staff recommends that a decision on how these 
projects should be handled for rate making purpose not be made until the future rate proceeding. 

... . . . . . . . . . .  .-. .- . . . . . . . . .  . . . . . . . .  ... .... - .  - . ".. - .  .. I - 
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In addition, Staff recommends that USWC modify its proposed PAHD tariff as follows: 

1. In Section 4.1B the last sentence reads, T h e  Company may, at its discretion, 
m o w  requirements and charges to allow it to,respond to competition." Staff 
believes this is much too broad and the sentence should read, "The Company may, 
at its discretion, modify requirements and charges pertaining to supporting 
structures which includes, but is not limited to, pipes, conduits, poles, trenches, 
and backboards for the placement of telephone facilities in housing developments 
where an alternative provider is available." 

2. Section 4.4.B.8 reads, "The PAHD may vary terms and conditions as 
appropriate." Staff believes this is much too broad and the sentence should read, 
"The PAHD may vary terms and conditions as appropriate to respond to 
developer needs in those developments where an alternative provider is 
available. 

B. Petition For Approval Of Civano Land Development Agreement 

On December 18, 1998, USWC filed an application for approval of a LDA between 
USWC and The Community of Civano LLC (Civano). Civano plans to construct a development 
known as The Community of Civano (the Community) which consists of approximately 1,100 
acres of land in Pima County. Pursuant to A.A.C. R14-2-506 and its tariff governing 
construction charges (Section 4, USWC Exchange and Network Services Tariff) USWC has 
entered into an agreement with Civano for the construction of feeder and distribution facilities, 
which would serve the Community. USWC tariffs require developers or builders in new housing 
developments to pay USWC in advance its cost for installing facilities in new housing 
developments. In its filing, USWC is requesting that the Commission waive the normal LDA 
requirement for prepayment. Under the agreement, Civano would endorse USWC as the 
prefmed provider of telecommunications service to the Community's residents and businesses. 
The term of the agreement is ten years, during which time Civano agrees not to enter into a 
similar agreement with another service provider. However, the agreement does not preclude 
other carriers flom serving the development. The agreement also contains a provision for USWC 
to recoup its investment if the number of projected Access Lines does not meet or exceed the 
total number of lots in the development build out schedule at the end of each three year period. 
In summary, the proposed agreement introduces a new process for providing facilities to serve 
new housing developments. 
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Staff has reviewed USWC supporting information and recommends approval of the 
agreement because the proposed Civano LDA does not preclude other service providers from 
serving potential customers and the agreement contains a provision for USWC to recoup its 
investment if the development does not build out as planned. 

C. Petition For Approval Of The Anthem Arizona Land Development Agreement 

On February 9, 1999, USWC filed an application for approval of a LDA between USWC 
and the Anthem Arizona, L.L.C. (Anthem). Anthem plans to construct a development known as 
The Del Webb Anthem Phoenix (“Development”) which consists of 13 parcels of land in 
Maricopa County. Pursuant to A.A.C. R14-2-506 and its tariff governing construction charges 
(Section 4, USWC Exchange and Network Services Tariff), USWC has entered into an 
agreement with Anthem for the construction of feeder and distribution facilities that would serve 
the Development. USWC tariffs require developers or builders in new housing developments to 
pay USWC in advance its cost for installing facilities in new housing developments. 

In its filing, USWC is requesting that the Commission waive the n o d  LDA 
requirement for prepayment. Under the agreement, Anthem would endorse USWC as the 
preferred provider of telecommunications service to the Development’s residents and businesses. 
The term of the agreement is ten years, during which time Anthem agrees not to enter into a 
similar agreement with another service provider. However, the agreement does not preclude 
other carriers from serving the development. The agreement also contains a provision for USWC 
to recoup its investment if the n k b e r  of Access Lines does not meet or exceed 95% of the total 
number of lots within each Plat at the end of five years. In summary, the proposed agreement 
introduces a new process for providing facilities to serve new housing developments. 

Staff has reviewed USWC supporting information and recommends approval of the 
agreement because the proposed Anthem LDA does not preclude other service providers from 
serving potential customers and the agreement contains a provision for USWC to recoup its 
investment if the development does not build out as planned. 

Ray T. Williamson 
Acting Director I Utilities Division 
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ORIGINATORS: Del Smith and Lester Sawyers 
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A. Tariff Filing To Introduce The Provisioninv Ameement For Housing DeveloDment 

1. U S WEST Communications, Inc. (VSWC) is certified to provide telephone 

service as a public service corporation in the State of Arizona. 

2. On December 11, 1998, USWC submitted tariff revisions to introduce their 

BEFORE THE ARIZONA CORPORATION COMMISSION 
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Section 104 Page Index Release 1 
Section 104 Pages 1-5 Release 1 

3. These revisions introduce a new process for providing distribution facilities in 

iew housing developments and replace USWC’s existing Land Development Agreement (LDA). 

4. The present tariff requires that the developer pay the up-fiont costs to have 

utside plant facilities placed. The money collected by USWC is refunded annually to the 

leveloper on the basis of the number of lots taking service fiom USWC. 

5. Under the proposed tariff, USWC does not require up-front payments unless the 

ber lot cost exceeds a Company determined cap, which shall equal the distribution and drop 

mrtion of the average exchange loop investment times the number of lots in the development. 

6. USWC states that the current LDA that places all of the risk on the developer is 

LO longer workable in a competitive market where others are willing to provide the facilities at no 

:ost to the developer. 

7. Staff has determined that other service providers are installing facilities that can 

,e used to provide telecommunications services at no cost to the developer. 

8. Staff agrees that USWC needs the latitude to meet competitive challengers in 

esidential developments where alternative service providers exist. However, Staff is concerned 

hat the PAHD tarif€ could result in investment in unused facilities by USWC, thereby creating the 

mtential for ratepayers to be asked to pay for these unused facilities in a future rate application. 

9. Staff recommends approval of the tariff with the modification that USWC be 

equired to identifjl and keep records of all PAHD projects in such a manner that will allow Staff 

o review the details of these projects in a future USWC rate filing. 

10. In addition, Staff recommends that a decision on how these projects should be 

iandled for rate making purposes not be made u t i 1  the future rate proceeding. 

1 1. In addition, Staff recommends that USWC modify its proposed PAHD tariff as 

Ollows: 
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... 
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a. In Section 4.1B the last sentence should read, "The Company may, at its 

discretion, modify requirements and charges pertaining to supporting structures 

which includes, but is not limited to, pipes, conduits, poles, trenches, and 

backboards for the placement of telephone facilities in housing developments 

where an alternative provider is available." 

B. 

b. Section 4.4.B.8 should read, "The PAHD may vary terms and conditions as 

appropriate to respond to developer needs in those developments where an 

alternative provider is available." 

Petition For ADDroval Of Civano Land Develomnent Ayreement 

12. On December 18, 1998, USWC filed an application for the approval of a LDA 

&ween USWC and The Community of Civano LLC (Civano). 

13. Civano plans to construct a development known as the Community of Civano (the 

:ommunity), which consists of approximately 1 , 100 acres of land in Pima County. 

14. Pursuant to A.A.C. R14-2-506 and its tariff governing construction charges 

Section 4, USWC Exchange and Network Services Tariff) USWC has entered into an agreement 

vith Civano for the construction of feeder and distribution facilities, which would serve the 

:0mmUnity. 

15. USWC tariffs require developers or builders in new housing developments to pay 

JSWC in advance its cost for installing facilities in new housing developments. In its filing, 

JSWC is requesting that the Commission waive the normal LDA requirement for prepayment. 

16. Under the agreement, Civano would endorse USWC as the preferred provider of 

elecommunications service to the Community's residents and businesses. 

17. The term of the agreement is ten years, during which time the developer agrees 

lot to enter into a similar agreement with another service provider. However, the agreement does 

lot preclude other carriers from serving the development. 

... 

... 

... 
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18. The agreement also contains a provision for USWC to recoup its investment if the 

lumber of projected Access Lines does not meet or exceed the total number of lots in the 

levelopment build out schedule at the end of each three year period. 

19. In summary, the proposed agreement introduces a new process for providing 

acilities to serve new housing developments. 

20. Staff has reviewed USWC supporting information and recommends approval of 

he agreement because the proposed Civano LDA does not preclude other service providers from 

erving potential customers and the agreement contains a provision for USWC to recoup its 

nvestment if the development does not build out as planned. 

C. Petition For ADDroval Of The Anthem Arizona Land DeveloDment Agreement 

21. On February 9, 1999, USWC filed an application for approval of a LDA between 

JSWC and the Anthem Arizona, L.L.C. (Anthem). 

22. Anthem plans to construct a development known as “Del Webb Anthem Phoenix” 

“Development”), which consists of 13 parcels of land in Maricopa County. 

23. Pursuant to A.A.C. R14-2-506 and its tariff governing construction charges 

Section 4, USWC Exchange and Network Services Tariff) USWC has entered into an agreement 

vith Anthem for the construction of feeder and distribution facilities, which would serve the 

)evelopment. 

24. USWC tariffs require developers or builders in new housing developments to pay 

J S WEST in advance its cost for installing facilities in new housing developments. In its filing 

JSWC is requesting that the Commission waive the normal LDA requirement for prepayment. 

25. Under the agreement, Anthem would endorse USWC as the preferred provider of 

clecommunications service to the Development’s residents and businesses. 

26. The term of the agreement is ten years, during which time Anthem agrees not to 

nter into a similar agreement with another service provider. However, the agreement does not 

reclude other carriers from serving the development. 

... 

... 
Decision No. 
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27. The agreement also contains a provision for USWC to recoup its investment if the 

lumber of Access Lines does not meet or exceed 95% of the total number of lots within each Plat 

it the end of five years. 

28. In summary, the proposed agreement introduces a new process for providing 

acilities to serve new housing developments. 

29. Staff has reviewed USWC supporting information and recommends approval of 

he agreement because the proposed Anthem LDA does not preclude other service providers from 

#erving potential customers and the agreement contains a provision for USWC to recoup its 

nvestment if the development does not build out as planned. 

CONCLUSIONS OF LAW 

1. U S WEST is an Arizona public service corporation within the meaning of Article 

W ,  Section 2, of the Arizona Constitution. 

2. The Commission has jurisdiction over U S WEST and over the subject matter of 

he application. 

3. Approval of the filing does not constitute a rate increase as contemplated by 

1.R.S. 40-250. 

4. The Commission, having reviewed the tariff pages (copies of which are contained 

n the Commission tariff files) and Staffs Memorandum dated March 22, 1999, concludes that the 

ariff modified as suggested in the body of this Order is reasonable, fair, and equitable, and is 

herefore in the public interest. 

5. The Commission, having reviewed the Civano and Anthem Agreements and 

i W s  Memorandum dated March 22, 1999, concludes that both Agreements are reasonable, are 

lot anti-competitive because they do not prevent other carriers fiom serving potential customers in 

he developments, and are therefore in the public interest. 

... 

... 

... 

... 
Decision No. 
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ORDER 

THEREFOREy IT IS ORDERED that the tariff be and hereby is approved subject to the 

nodifications discussed in the body of this Order. 

IT IS FURTHER ORDERED that USWC shall identify and keep records of all PAHD 

rojects as outlined by Staff in Finding of Fact No. 9. 

IT IS FURTHER ORDERED that USWC shall file a revised tariff in compliance with 

:inding of Fact No. 1 1 .  

IT IS FURTHER ORDERED that the Civano and Anthem Land Development 

4greements be and are hereby approved. 

IT IS FURTHER ORDERED that this Decision shall become effective immediately. 

BY ORDER OF THE ARIZONA CORPORATION COMMISSION 

COMMISSIONER - CHAIRMAN COMMISSIONER COMMISSIONER 

IN WITNESS WHEREOF, I, STUART R. 
BRACKNEY, Acting Executive Secretary of the 
Arizona Corporation Commission, have hereunto, set 
my hand and caused the official seal of this Commission 
to be affixed at the Capitol, in the City of Phoenix, 
this day of___, 1999. 

STUART R. BRACKNEY 
Acting Executive Secretary 

DISSENT: 
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Decision No. 


