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l. PROCEDURAL HI STORY

The New Hanpshire Public Uilities Comm ssion (Comm ssion)

i ssued Order No. 23,738 on July 6, 2001 (July 6'" Order), ruling
on the pricing nmethodol ogy and the terns and conditions of a
Statenent of CGenerally Available Terns (SGAT) filed by Bel

Atl antic, the predecessor in interest of Verizon New Engl and,
Inc. d/b/a Verizon New Hanpshire (Verizon). Wthin the
statutorily prescribed tine [imtation several parties to the
docket noved for reconsideration of the July 6'" O der.

On August 2, 2001, AT&T Commruni cations of New Engl and, |nc.
(AT&T) filed a Motion for Rehearing of the Recurring Cost and
Non- Recurring Cost |Issues. On August 3, 2001, Verizon filed a
Motion for Rehearing and/or Reconsideration; and Freedom Ri ng
Communi cations, L.L.C. d/b/a BayR ng Communi cati ons (BayRi ng) and
Network Plus, Inc. (Network Plus) jointly filed a Mdtion for
Rehearing. BayRing and Network Plus jointly filed a Menorandum
in Opposition to Verizon's Mtion for Reconsideration and/or
Reheari ng on August 16, 2001. AT&T filed a Menorandumin
Qpposition and Response to Verizon’s Mdtion for Reconsideration
or Rehearing on August 17, 2001. Verizon filed its Reply to the
Motions for Reconsideration by AT&T, BayRi ng and Network Plus on
August 17, 2001.

1. GENERAL DESCRI PTI ON OF | SSUES

The July 6'" Order adopted a costing nethodol ogy for the



DT 97-171

4

unbundl ed network el ements CLECs wi sh to purchase from Verizon
Consi stent with orders of the Federal Comunications Conm ssion
(FCCO) inplenmenting the Tel ecomruni cati ons Act of 1996, the
Comm ssi on determ ned what constitutes Total Elenment Long-Run
I ncremental Cost (TELRIC) pricing in New Hanpshire for both
recurring and non-recurring costs. The precise nmeaning of TELRI C
has been and continues to be the subject of appellate review
The FCC s Local Conpetition First Report and Order, issued August
8, 1996, set out pricing rules that were appealed to the 8
Crcuit US. Court of Appeals.

Portions of the 8" Circuit’'s order (lowa Wilities Board v.
FCC, 120 F.3rd 753 (8" Cir. 1997), lowa |, were appealed to the
United State Suprenme Court. The Suprenme Court remanded the issue
to the 8" Circuit. AT&T v. lowa Uilities Board, 119 S.Ct. 721
(1999), lowa II. On remand the 8" Circuit found that the FCC s
pricing rule wongly based forward-I|ooking cost estimates on the
costs of supplying a “hypothetical network” rather than an actual
network. lowa Utilities Board, et al. v. FCC, 219 F.3d 744 (8
Cir. July 18, 2000), lowa IlIl. The 8" Crcuit, however,
i medi ately stayed the inplenentation of its decisionin lowa III
so that the parties could appeal the ruling.

BayRi ng, Network Plus, and AT&T seek reconsideration of the
Conmi ssion’s July 6'" Order, arguing that the Comn ssion

over|l ooked the fact that lowa Il had been stayed and therefore
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failed to conply with the currently-effective FCC nandated TELRI C

met hodol ogy. Section Ill of this order addresses TELRI C
met hodol ogy questi ons generally.

The July 6'" Order also ruled on Verizon's proposed termns
and conditions for interconnection. Verizon seeks
reconsi deration of a nunber of those terns and conditions.
Section |V addresses those terns and conditions.

I11. TELRI C METHODOLOGY

A AT&T

AT&T clains that the Comm ssion expressly and illegally
rejected TELRIC in favor of a totally new pricing system based
on an erroneous assunption that lowa Ill is good | aw when it has
been stayed. According to AT&T, the Conmi ssion’s new pricing
system was i nposed wi thout notice to the parties or opportunity
to be heard. The new pricing systemis not TELRI C conpliant;
therefore, Verizon is not in conpliance wwth 8252 of the Act and
shoul d not receive approval for entry into the |ong distance
mar ket under 8 271, according to AT&T.

AT&T clainms Verizon's Mtion for Reconsideration actually
supports AT&T' s argunent that the Comm ssion rejected TELRI C
prici ng. According to AT&T, Verizon’s argunent in support of
the FCC s TELRI C construct, that “all costs nust be estinmated
over the long run in which all costs are variable and avoi dable,”

is the very essence of the hypothetical network approach that the
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Commi ssi on rej ect ed.

AT&T argues that the Comm ssion’s use of the Staff-
sponsored Tel ecom Model for costing |oop rates is per se not
TELRI C-conpl i ant because the Tel ecom Mbdel yields a statew de
average loop rate that is 17.8% hi gher than the statew de average
| oop rate produced by the Verizon nodel, when the Conm ssion-
approved 15% common cost factor is applied. AT&T cites FCC Rul e
51.505(b) (1), based upon paragraph 685, which states

“UNE costs shoul d be nmeasured based on the use of the nost

ef ficient tel econmuni cations technology currently avail abl e

and the | owest cost network configuration.”

According to AT&T, the Tel ecom Mbdel does not conport with
FCC Rul e 51.505(b)(1) since, according to AT&T, there is
undi sput ed evidence that the Tel ecom Model is not the “optinmum
efficient network design” as required by the rule. The
undi sput ed evi dence, according to AT&T, was identified inits
Initial Brief, where AT&T averred that no engi neer had ever
exam ned the algorithns underlying the Tel ecom Model to ensure
that they accurately nodel the nost efficient outside plant or
appropriately nodel ed use of forward | ooking technol ogy. AT&T
clainms that the Comm ssion did not appropriately consider this
undi sput ed evi dence.

One ill effect of using the non-TELRI C Tel ecom Model , AT&T
clainms, is higher loop rates. AT&T asserts that the Conm ssion

failed to consider the unrebutted critique show ng the Tel ecom
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Model overestimates |oop rates, i.e., loop rates higher than the
Verizon statew de average rate show that the Tel ecom Model is not
the “l owest cost network configuration” mandated by FCC Rul e
51.505(b) (1).

Reiterating argunents nmade in the SGAT hearings, AT&T
attacks the Tel ecom Model s choice of a star design of feeder
plant, its failure to use the pine tree network design and the
Commi ssion’s failure to include GR 303 in the | oop design. AT&T
argues GR-303 technology is avail able as shown by Veri zon
testinmony in Massachusetts, see AT&T Mdtion fn. 22, p. 11, and
testinmony in New York on Next Generation DLC as the nost
efficient technology for the feeder conponent, AT&T Mdtion at p.
13. AT&T recommends the Conm ssion | ower the |oop costs
i mredi ately. AT&T does not ask the Conm ssion to adopt the HAI
5.0a nodel it proffered during the hearings, nor to re-run the
Tel ecom Model using pine tree and GR 303 design. |Instead, on
reconsi deration, AT&T recommends the Conm ssion order the use of
Verizon's originally-filed nodel.

B. BayRi ng and Network Pl us

BayRi ng and Network Plus (BayR ng and Network Plus) al so
argue that the Commission’s July 6'" Order nandates non- TELRI C
prices that do not conply with the FCC s Rule 51.505(b)(1),
prices for unbundl ed network el enments (UNEsS) that may be

significantly higher than TELRI C conpliant prices. According to
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BayRi ng and Network Plus, the Conmission's July 6'" Order,

di sregarding the 8" Circuit’'s stay of its lowa Il decision,

m stakenly “requires that UNE costs be based upon |LECs’ act ual

i ncremental costs needed to serve conpetitors with the I LEC
network facilities, including whatever upgrades the |ILEC chooses
to inplenent.” BayR ng and Network Plus Mtion for Rehearing, at
2, citing to the Comm ssion July 6th Order at 5. BayRi ng and

Net wor k Pl us point out that Massachusetts and New York have used
the TELRI C standard rather than the standard at issue in |lowa
L.

BayRi ng and Network Plus argue that the Massachusetts DTE is
currently holding a generic UNE costing proceeding that requires
conpliance with Rule 51.505(b)(1). The DTE s January 2001 Order
of Notice on that proceeding stated that the status quo in
Massachusetts is use of the FCC s TELRI C and avoi ded cost
met hods, despite regulatory uncertainty surrounding it, until a
hi gher court rules otherwise.! Also, the New York PSC refused to

apply lowa Il given the unpredictable duration of court review

' nvestigation by the Departnent of Tel ecommunications and
Energy on its own Mtion into the Appropriate Pricing, based upon
Total Elenment Long-Run Increnmental Costs, for Unbundl ed Network
El enents and Conbi nati ons of Unbundl ed Network El enments, and the
Appropriate Avoi ded Costs Discount for Verizon New Engl and, |Inc.
d/b/a Verizon Massachusetts’ Resale Services in the Commonweal th
of Massachusetts, D.T.E. 01,20, Vote and Order to Open
| nvestigation, at 4-5 (Mass D. T.E. Jan. 12, 2001.)
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and/ or FCC renand. ?

BayRi ng and Network Plus claimVerizon itself recognizes
that the AT&T interpretation of Rule 51.505(b)(1) results in
| ower prices, as denonstrated by Verizon’s argunment in the
Suprenme Court. Verizon’s brief on Wit of Certiorari argues that
the 8" Circuit erred in holding that neither the Takings C ause
nor the TAct requires incorporation of |ILEC “historical costs”
into UNE rates. Verizon’s argunent is adamantly agai nst TELRIC
pricing as defined by the FCC because it conpletely ignores
i ncunbents’ past investnents. See BayRi ng and Network Pl us

Mbtion, Exhibit 2.

’Proceedi ng on Mdtion of the Conmi ssion to Examine New York
Tel ephone Conpany’s Rates for Unbundl ed Network El ements, Case
98- G- 1357, Ruling Denying Request for Reconsideration, (N.Y.
P.S.C. Sept. 18, 2000).
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BayRi ng and Network Plus al so argue that the BA-GTE Merger

Condi ti ons mandate their proposed interpretation of Rule
51.501(b) (1) independent of any |ower court decisions. BayRing
and Network Plus support this claimby a letter dated Septenber
22, 2000, fromthe FCC s Common Carrier Bureau Chief to Verizon's
Deputy CGeneral Counsel. The letter, attached as Exhibit 3 to
BayRi ng and Network Plus’ notion, clarifies that under the BA-GTE
Merger Order Verizon is obliged to nake UNEs avail able in
accordance with the FCC s Local Conpetition Third Report and
Order and the Line Sharing Order until a decision by the US
Suprenme Court concludes the TELRIC litigation either by denying
certiorari outright or by invalidating given pricing rules.
Since the Suprenme Court granted certiorari, BayRi ng and Network
Plus assert that Verizon nust follow the FCC rules or else it
will violate the BA/ GTE Merger Order.

C. Verizon

In opposition to the argunents by AT&T, BayRi ng and Networ k
Pl us, Verizon argues that the Comm ssion correctly applied
f orwar d-| ooki ng econom ¢ cost principles consistent wwth TELRI C
whil e refusing to consider specul ative technol ogi es and costi ng
nodel s. Verizon points out that in addition to | anguage in the
stayed lowa Il decision, the Comm ssion specifically relied on
1683 of the FCC s Local Conpetition First Report and Order when

rejecting a purely hypothetical network for costing purposes.
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1683 rejects any purely hypothetical network because doi ng so
woul d enabl e new entrants to use the existing network at the
| ower -t han-actual prices. Verizon, |ike AT&T, also relies on
1685 for support of its position, citing it alnbst inits
entirety, as does AT&T for the opposite proposition.

Verizon argues that the July 6'" Order is not inconsistent
with a reasonable application of a TELRI C anal ysis. Verizon also
poi nts out that neither BayRi ng nor Network Plus identify any
changes required in the Comm ssion SGAT Order as a result of the
8" Circuit stay.

D. Conm ssion Anal ysis

Motions for rehearing and/ or reconsideration of a Conm ssion
order are governed by RSA 541. RSA 541:3 directs that the
Comm ssion may grant a notion for rehearing “if in its opinion
good reason for the rehearing is stated in the notion.” Pursuant
to New Hanpshire case |law, “good reason” is shown when a party
expl ai ns that new evidence exists that was unavail able at the
original hearing. Dumais v. State, 118 N.H 309, 386 A 2d 1269
(1978); Appeal of Gas Service Inc., 121 N.H 797, 475 A 2d 126
(1981); Re Consuners New Hanpshire Water Conpany, Inc., 80 NH PUC
666 (1995). As stated in Dumais, 118 N.H at 312, the purpose of
a rehearing is to provide consideration of matters that were
ei ther overl ooked or “m stakenly conceived” in the original

deci si on.



DT 97-171

12

In review ng any notion for rehearing, the Conm ssion
anal yzes each and every ground that is clainmed to be unlawful or
unreasonable to determne if there are grounds to grant the
request, i.e., if there is good reason shown. In re WIlton
Tel ephone Conpany and Hol lis Tel ephone Conpany, NH PUC Order No.
23,790 (Septenber 28, 2001).

We first turn to the clainms by AT&T, BayRi ng and Network
Plus that we overl ooked the lowa Il order is stayed and
m st akenly applied the 8" Circuit’s interpretation of TELRI C
The lowa Il decision’s rejection both of a purely hypothetical
network and purely historical costs does correspond wth our
determ nation that costing of unbundl ed network el ements should
have sone basis in reality.® Wile we did not note in our July
6'" Order that lowa Il had been stayed, our determn nation of
costing is firmy based on forward-|ooking costs as defined by
the TAct, 47 CF.R 851, and the FCC s Local Conpetition First
Report and Order. Qur decision was not based upon a
m sunderstanding that lowa Il is the |law of the nation as a

whol e or of New Hanpshire. Rather, our decision is consistent

®0ral arguments on the appeals of parts of lowa Ill were made at the United States
Supreme Court on October 10, 2001. Three questions are before the Court: (1) Did the 8"
Circuit err in holding that 8251(d)(1) forecloses FCC TELRIC methodology which is based on
the replacement of existing technology to determine interconnection rates? (2) Did the 8" Circuit
err in holding that neither the Takings Clause nor the TAct requires that historical costs be
incorporated into UNE costs? and (3) Does 8251(c)(3) prohibit regulators from requiring ILECs
to combine previously uncombined UNES? An order is expected before June 2002, perhaps as
early as 1Q02.
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with a sound TELRI C analysis. The argunents raised by AT&T,

Bayring, and Network Plus do not present new evidence that was
ei ther unavail able or m stakenly overl ooked by the Comm ssion.
No rehearing or reconsideration is conpelled or necessary.

Al t hough neither rehearing nor reconsideration is
necessitated by the notions filed, we will clarify our intent
regarding the TELRIC pricing decision. Qur determ nation of what
constitutes FCC-required TELRIC pricing for both recurring and
non-recurring costs has as its foundation the “just and
reasonabl e rates” requirenents of the TAct and New Hanpshire | aw.
Section 252(d) of the TAct establishes pricing standards for
states to determ ne just and reasonable rates, i.e., rates that
are “(i)based on the cost of providing the interconnection or
UNE, and (ii) non-discrimnatory.” The July 6'" Order |ooks
primarily to 252(d) (1) for guidance if an FCC directive was
capable of different interpretations. |In addition, the
Conmi ssion made clear its intent to follow the FCC s direction in
the Local Conpetition First Report and Order, the order
establishing TELRIC as the pricing nethodol ogy. For exanple,
when finding 1685 unclear, the Conm ssion | ooked to 252(d) (1) and
to 1683. See pp. 56-62 and pp. 85-87 of the July 6'" Order,
where we conclude that 1685 is capable of differing
interpretations and | ooked past 685 to the TAct | anguage itself

and to 1683.
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Qur determnation of “just and reasonable rates” is based on
two prem ses regardi ng cost nodeling. They are (1) econom c cost
nmodeling is an inprecise art that aspires to establish a zone of
reasonabl eness rather than a single correct answer, and (2) a
reasonabl e approach to nodeling a forward-I| ooking network
requires sonme relationship to the reality of the current network
world. See pp. 90-91 of the July 6" Oder. 1In light of these
two premnmises, the July 6'" Order is not unreasonable. Further,
as it does not look nerely to historical costs, the July 6'"
Order does not violate TELRIC principles. As the FCC stated in
its Massachusetts 271 Approval Order, citing to the FCC s New
York 271 Approval Order, states have the “flexibility to set

prices within a range of TELRI C-based rates.”*

“I'n re Application of Verizon New England Inc., Bell
Atl antic Communications, Inc. d/b/a Verizon Long D stance NYNEX
Long Di stance Conpany d/b/a Verizon Enterprise Solutions) and
Verizon d obal Networks Inc. for Authorization to Provide In-
region, InterLATA Services in Massachusetts, CC Docket No. 01-09,
Menor andum Opi ni on and Order, FCC 01-130, 33 (April 16, 2001).
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V. SPECI FI C COSTS, TERVMS AND CONDI TI ONS

A (GR-303
1. AT&T

AT&T argues agai nst the July 6'" Order’s exclusion of GR-303
integrated digital loop carrier (I1DLC) from assunptions about UNE
| oop rates. AT&T bases its argunents for reconsideration of the
July 6'" Order’s hol di ngs regardi ng GR-303 upon the claim
di scussed above, that the Comm ssion failed to apply TELRIC
properly, as it did not include 100% integrated digital |oop
carrier (IDLC), the nost efficient alternative currently
avai | abl e.

I n support of its notion, AT&T requests the Comm ssion | ook
again at Verizon’s testinony in the Massachusetts DIE s 271
proceedi ng and at a 1999 NYPSC order, both of which AT&T provided
as post-hearing subm ssions in this docket. |In Massachusetts,
Verizon’s witness stated that the conpany woul d depl oy GR- 303
going forward. AT&T clains that the testinony confirnms that
AT&T s analysis is correct regarding the cost advantages accrued
by assum ng GR-303 in a forward-I|ooking network. AT&T Motion, fn.
22, p. 11. The NYPSC Order found that GR-303 is available in New
York and should be used in a forward-| ooking cost study.

By letter dated April 4, 2000, AT&T provided parts of
Verizon's testinony in NYPSC Case 98-C- 1357, a docket exam ning

the conpany’s UNE rates. In panel testinony in that case,
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Verizon refers to GR-303 or Next Ceneration DLC as the |atest and
nost cost effective technol ogy avail able. Cost savings could be
realized when GR-303 is used for both feeder and for |ine-side
ports in switches, that is, for the switch recurring rate and the
| oop non-recurring rate, according to AT&T' s interpretation of
the Verizon New York testinony.
2. BayRing and Network Pl us

These carriers do not address the issue of GR-303 in the

cost nodel .
3. Verizon

Veri zon contends that the Comm ssion correctly decided the
GR- 303 issue regardl ess of the status of the lowa II1l decision on
TELRIC pricing. The record of the case, specifically Exhibit 53
and the transcripts fromMay 21, 1998 at pp 181-182, in Verizon's
opi ni on, denonstrates that GR-303 technology is inappropriate in
a multiple carrier environnment and that inclusion of GR 303 would
be purely specul ative. The Comm ssion produced a forward-| ooking
design of feeder plant, rejecting both the Verizon and the AT&T
proposals and crediting Staff’s testinony in order to adjust cost
study inputs. The reasoned results were based on substanti al
evi dence on the record and, Verizon argues, should not be
reconsi dered. The argunent was considered and rejected by the
July 6'" Order, according to Verizon. Verizon reasons that the

Conmi ssion’s decision did not overl ook the evidence, no new
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evi dence has been adduced, and therefore the AT&T notion states
no good reason for rehearing or reconsideration of these issues.
4. Comm ssion Anal ysis

We recogni ze and appreciate AT&T’ s provision of nateri al
presented in proceedi ngs before our sister state conm ssions, New
York and Massachusetts. W were cognizant of AT&T s argunents at
the time we issued the July 6'" Order. W take this opportunity
to better craft our |anguage in considering this issue so as to
avoi d the perhaps understandabl e m scharacterization of our
findi ng.

As we stated in the July 6'" Order, we find that the
appropriate equi pnent assunptions for a forward-I|ooking cost
nodel contenplate a blend of equi pnent, incorporating the nost
technol ogi cal l y advanced technology with that actually avail abl e.
We have credi ble record evidence before us that in the
foreseeable future TR-008 IDLC w il be deployed in approxi mately
20% of the New Hanpshire network. W also have record evi dence
that GR-303 is deployed in sone places in New York but that it is
not proven in a nulti-carrier environnent and that it has limts
that could interfere with sonme conpetitors’ provision of service.
The July 6'" Order requires a forward-|ooking study, one that
assunes nore than twi ce as nuch IDLC, 50%rather than the 20%
that Verizon judged would obtain in the future. AT&T, Bayring

and Network Plus have not shown good reason for us to reconsider
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our July 6'" Order on this point. W wll stand by our original
assunption as we believe it is just, reasonable and forward-
| ooking. We will not require a study to assunme 100% I DLC as t hat
has not been shown to be a reasonabl e or forward-| ooking
assunption for New Hanpshire.

B. Switch Weighting

1. AT&T

AT&T argues that the July 6'" Order violates TELRIC
principles by not reflecting all the discounts for swtch
i nvestment that could be obtained when building an entirely new
network, specifically citing to the FCC s Massachusetts 271
Approval Order at 135. In support of its Mtion for
Reconsi derati on, AT&T presents a recent case in which a federa
court rejected Verizon's appeal of the Del aware Comm ssion’s
ruling.® Stating that Verizon's proposed switch cost study
i nproperly | ooked only to the short-run, the Del aware Conmm ssion
held that, in the long-run, an efficient and rational conpetitor
woul d replace all of its existing swtches with the nost current
technol ogy and receive bul k-rate discounts. AT&T concl udes that
TELRIC principles require that switching prices be based on the
| ong-run assunption that the forward-I|ooking network would

consi st of new switches that are avail abl e at deeper discounts

Bel| Atlantic-Delaware, Inc. v. MMahon (Del aware Order), 80 F. Supp.2d
218 (D. Del. 2000).
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and therefore | ower prices.
2. Verizon

In Verizon's view, AT&T' s proposed assunption of 100% new
switches is inappropriate for a forward-|ooking cost study.
Verizon argues that in the real world, entire networks are
repl aced over tine. Therefore, the deep discounts avail able for
purchases of new swi tches, offered because the manufacturer then
knows the switch custoner is captive for a decade or nore, i s not
a reasonabl e assunption, and therefore is not an econom c
reality. Verizon cites Staff’s testinony that a blend of the two
prices is appropriate for |ong-run econom c costing purposes.
Verizon states that the Conm ssion accepted the logic of a blend
because it recogni zed that w thout the payback of future non-

di scounted growt h purchases vendors will not offer the deep
di scount on new switches at all.

Verizon counters AT&T' s reference to the rationale in the
FCC s Massachusetts 271 Approval Order by pointing out that the
FCC rejected AT&T' s argunent in that very order. The FCC,
according to Verizon, found that Massachusetts properly exercised
its flexibility to set prices wthin a range of TELRI C based
rates” as had the New York Conm ssion, when it accepted the
swi tching prices based on the smaller discount offered for growth
swi tches. Thus, Verizon reasons, AT&T's reference to a phrase in

135 of the Massachusetts 271 Approval Order does not enable
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AT&T' s argunent to prevail.
3. BayRing and Network Pl us

The question of new versus growh switch investnent is not
addressed by the BayRing and Network Plus filings.

4. Comm ssion Anal ysis

We understand the recent case |aw that AT&T presents as
confirms a state comm ssion’s ability to use 100% new sw t chi ng
price inputs and have found that decision to be TELRI G conpli ant,
that is, as the FCC has stated, within the range of what a
reasonabl e application of what TELRI C woul d produce. The
Del aware Order rejected Verizon’s challenge to the Del aware
comm ssion’s interpretation of “long-run.” However, we do not
find the Del aware case conpels a different conclusion in regard
to switch weighting in the July 6'" Order.

The FCC s Massachusetts 271 Approval Order cited by AT&T is
instructive on that point. |In Y33 of that order, the FCC rejects
the identical argument AT&T raises here; the FCC al so rejected a
simlar argunent advanced by commenters in the New York 271
application before the FCC. The FCC, as Verizon notes, found
t hat both Massachusetts and New York could use the smaller switch
di scount and still be within the “range of TELRI C-based rates.?®”

I d.

%The FCC al so found that the switchi ng rates of New York and
Massachusetts were “no | ess TELRI C-conpliant” for being the subject of ongoing
New Yor k and/or Massachusetts investigations, respectively. 1d.
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The Del aware Order can be read to hold that a decision to
use 100% new switching is TELRI C-conpliant and that 100% growt h
switching is not TELRIC-conpliant. W find that it cannot be
read to hold that the blend of new and growth sw tching, as
established in the July 6'" Order, is not TELRI Cconpliant.
Thus, even if the decision of a |ower federal court in a circuit
different fromour own were dispositive, it would not require a
reconsi deration of our order. Therefore, we will not revise the
July 6" Order.

C. Fall-Qut Rate

1. AT&T

AT&T contends that a proper TELRI C nodel for non-recurring
costs would assune only a 2% fall-out rate: only 2% of all UNE
service orders would fall out of the electronic ordering system
and require manual intervention. AT&T argued for that percentage
but the Comm ssion accepted a fall-out rate of 15% as put
forward by Verizon. AT&T requests reconsideration of this
deci sion, pointing out that the Comm ssion did not directly
address AT&T' s argunents.

AT&T reiterates its argunents with support froma
Massachusetts DTE order and from an NYPSC ALJ's reconmended

deci sion.” The Massachusetts DTE deci sion found that state-of-

"Massachusetts Depart ment of Tel ecomuni cati ons and Energy Consol i dated
Arbitrations Phase 4-L Order (4-L Order) (Cctober 14, 1999), and “Recomended
Deci sion on Mddul e 3 Issues” (NY ALJ Recommendation), New York PSC Case 98- C
1357 (May 16, 2001).
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the-art operations support system (OSS) installed to process CLEC
orders woul d have a higher flowthrough rate than | egacy retai
service order systens. Efficiencies gained through electronic
ordering would result in no nore than a 2% fall-out rate. The
NYPSC ALJ recommended a 2% rate and, according to AT&T, Verizon's
request for a 4%rate was rejected by the ALJ. AT&T recommends
t hat the New Hanpshire Comm ssion follow that conbined rationale
to find a 2% fall-out rate.
2. Verizon
The record in this docket, according to Verizon, supports
the July 6'" Order’s conclusion, according to Verizon. There was
evidence that the current fall-out rate is slightly nore than
35% thus, the 15%fall-out rate is reasonably forward-I| ooking.
It reflects the highest |evel of nechanization anticipated in
Verizon’s New Hanpshire network in the foreseeable future.
Exhibit 52 at 18. Therefore, Verizon reasons, the Conm ssion
shoul d reject AT&T' s notion on this point.
3. BayRing and Network Pl us
BayRi ng and Network Pl us have not provided conment regarding
the fall-out factor.
4. Comm ssion Anal ysis
I n Massachusetts, Verizon proposed a 15% fall-out rate, and
AT&T proposed a 2% fall-out rate. The argunments presented were

essentially simlar to the argunments presented at hearings in New
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Hanpshire. 1In section Il1.B.2.b.ii., the DIEs 4-L Order found

that fall-out standards shoul d not be based on experience wth,
or analogy to, the legacy retail service ordering systens because
a forward-| ooki ng whol esal e network will be using newy
installed, state-of-the-art OSS systens created by Verizon
expressly for the whol esale nmarket. The DTE al so found that
CLECs t hensel ves, being | arge and sophi sticated
t el ecommuni cations carriers, should not be anal ogi zed to retai
custoners because CLECs have a strong commercial interest in
provi di ng accurate information. Therefore, the DTE adopted the
2% fall-out rate.

AT&T s additional information on this issue in the form of
t he Massachusetts DIE's 4-L Order does not convince us to
reconsi der our July 6'" Order. The argunents presented are not
new, they were presented in this docket. The fact that the
Massachusetts DTE wei ghed the evidence differently does not
conpel a rehearing or reconsideration. Furthernore, the decision
was issued in Cctober 1999, well before the issuance of our July
6'" Order.

The NY ALJ Recommrendati on, however, issued on May 16, 2001,
contains substantially new information for our consideration.
The NY ALJ reports that, as in New Hanpshire, AT&T and ot her
CLECs proposed a fall-out rate of no nore than 2% arguing that a

properly designed system woul d detect errors and automatically
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return the order to the originator rather than manually
correcting the problens. The argunents raised in New Hanpshire
are unlike those raised by Verizon in New York. There, Verizon
contended that “fall-out rates will vary by activity, though for
nost UNEs, its studies reflect a 4%rate.” The ALJ recommended
adoption of the 2% | evel advocated by AT&T, noting that “[F]all-
out rates can be expected to decline as experience is gained with
nore efficient OSS, and it is inportant that rates here be set on
the premse of mninmal fallout.” NY ALJ Recommendation at p.

189.

The NY ALJ Recommendation noting the Massachusetts 2% fall -
out rate, and Verizon's assertion that a 4%rate is accurate in
nost cases, convince us that the 15%fall-out rate we adopted for
New Hanpshire is too high. Wile AT&T did not persuade us that a
2% rate is appropriate, we find that Verizon's statenent that 4%
is representative of nost UNE order fall-out rates conpels us to
revisit our earlier decision. Verizon does not provide any
information to refute the ALJ's report of its New York position.
Nor does it differentiate the process in New Hanpshire fromthat
in New York so as to explain why the 4%rate exists in New York
and not in New Hanpshire. W wll order Verizon to use a 4%
fall-out rate in New Hanpshire for the NRC nodel.

D. Rate Design for Switching Cost Recovery

1. AT&T



DT 97-171 o5

AT&T al so seeks rehearing of the Conm ssion’s approval of
the stipulated switching cost recovery rates, arguing that the
Comm ssi on m sunderstood the basis of AT&T' s argunent on brief.
AT&T Motion for Rehearing at 16. AT&T seeks rehearing of the
fol |l ow ng concl usi on:

AT&T' s objection to the inclusion of swtching costs in the

recurring cost portion of the SGAT is not credible. Just as

| oop costs “recur,” as that termis used in UNE cost
nodel i ng, so too do switch costs. The forward-1|ooking
nature of these studies includes the concept that neither

| oop nor switch costs occur as one-tinme costs.

Order No. 23,738 at 92.

AT&T states that its objection was not to the inclusion of
switching costs in recurring rates, but rather to the recovery of
the “getting started” portion of switch costs on a usage basis,
gi ven AT&T' s argunent that such costs do not vary with usage.
AT&T Motion for Rehearing at 16, citing AT&T Initial Brief at
14-15. AT&T argues that recovering fixed “getting started” costs
on a mnutes-of-use (M) basis will lead to over-recovery. AT&T
Motion for Rehearing at 16.

AT&T stated inits initial brief that Verizon calculated a
per-MOU fee for switching costs by spreading the total estimted
switch investnent, both fixed and variable, across the then-
current usage of its existing swtches. AT&T Initial Brief at
15, citing Exh. 63, Baker Track 2 Direct, Wrkpaper Part B, pp.
9-10, lines 1-2 and 91 (dividing estimated swtch investnent by

hi storic busy hour mnutes of use to derive unit cost per m nutes

of use). AT&T went on to argue that as the mnutes of use
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continue to increase over the years the switches will be in
pl ace, “the fixed cost of the switch will not change, but the
revenues collected ... through this charge will continue to
grow.” Id. at 15. AT&T argues that such a result does not
conport with the TELRI C net hodol ogy, “under which per unit costs
are to be calculated using a reasonabl e projection of future
demand,” not current demand levels. 1d., citing 47 C.F.R
851.511; First Report and Order, FCC 96-325, In the Matter of
| mpl enent ati on of the Local Conpetition Provisions of the
Tel ecommuni cati ons Act of 1966, CC Docket 96-98 (August 1, 1996),
1682.

Par agraph 682 of the First Report and Order reads in
pertinent part:

Per-unit costs shall be derived fromtotal costs using

reasonably accurate "fill factors" (estinmates of the

proportion of a facility that will be "filled" with network

usage); that is, the per-unit costs associated with a

particul ar el enent nust be derived by dividing the total

cost associated with the elenment by a reasonabl e projection
of the actual total usage of the el enent.

AT&T' s witness Petzinger testified that m nutes of use do
not drive switch port investnents, but rather port exhaust drives
such investnment. Tr. 9/22/98, p. 31. AT&T concl uded that
“getting started” switching costs should not be recovered on a
usage-sensitive basis. AT&T Initial Brief at 15. Nowhere in

AT&T s Initial Brief, Reply Brief or Mdtion for Rehearing does

AT&T specify on what other basis it proposes that Verizon recover
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its “getting started” switching costs, although in the Mdtion for
Rehearing, AT&T inplies that such costs ought to be recovered via
a fixed nonthly rate that does not vary with actual usage, in the
way that |line port costs are recovered. AT&T Mdtion for
Rehearing at 16.
2. Verizon
Veri zon responds that the Comm ssion correctly rejected
AT&T' s position, that the Conm ssion’s decision was sound, and
that no over-recovery will occur under the Conm ssion’s ruling.
Veri zon asserts that the evidence in the case supports the
determ nation that “getting-started” costs vary with switch size
and usage, and therefore that assignnent of such costs to
traffic-sensitive rates properly matches the costs to their
cause. Verizon Reply to Motions for Reconsideration, at 9.
Verizon also cites the surrebuttal testinony of Stanley Baker,
Exh. 65 at 13-14, to support the contention that Verizon’s unit
costs were based on |l evelized, or averaged demand over the life
of the switch
3. BayRing and Network Pl us
These carriers did not address the issue of switching costs
recovery in their Opposition to Verizon's Mtion for
Reconsi derati on and/ or Reheari ng.
4. Comm ssion Analysis

Bot h AT&T and Verizon appear in their briefs and notions to
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have m s-characterized what Verizon actually did in its study of
recurring swtch costs, including “getting started costs.” The
cross-exam nation of M. Baker reveals that Verizon estimted
total costs for such investnments by running its SCI'S nodel, and
usi ng Decenber 1997 MOU as an input for determ nation of then-
current investnent requirenents. Verizon also apparently then
used the sanme historic mnutes of use as the usage determ nant
over which the costs were spread to develop the unit cost factor
Tr. Day 9/14/98, pp. 131-132.

M . Baker essentially argued that this approach, current
costs divided by current usage, net the TELRIC criteria, because
as usage increased over tine, so also would investnent
requi renents given the increasing demand for nore powerful
processing switch capacity. Id. M . Baker opined that this
approach woul d produce a conservative factor for cost-recovery,
in that deriving investnent costs based on an engi neering
estimate of investnment needed to neet historic demand woul d
produce a nunerator |ower than that which would have been
devel oped had Verizon used actual (forecast) demand, which woul d
have produced a nore costly SCIS output. 1d. at 129. This is a
pl ausi bl e observation, based on the record in this docket.

The FCC net hodol ogy, properly understood, does not require
that the “getting started” costs be recovered in one fixed charge
applied equally to each interconnecting CLEC, nor does it rule

out the possibility of recovering such “getting started” costs
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via a usage charge, including a charge based on m nutes of use.
Rather, it sinply demands a proper matching of the cost to be

recovered and the units over which such costs are to be spread.
Verizon’s proposal, and our Order, provided for such a matching.

AT&T al so does not point to record evidence upon which we
coul d i npl enent the segregation of “getting started” costs and
the fixed nonthly per-switch recovery of such costs. Thus, AT&T
falls short of providing a factual basis sufficient to require
rehearing. Wile AT&T does point to reasoning in the July 6'"
Order that bears clarification, it does not cite to evidence that
was overl ooked or m sconceived in the original Oder.

W find that AT&T has not presented good reason to disturb
our Order approving the recovery of “getting started” sw tching
costs on an MOU basis. On this basis, we decline to grant AT&T s
notion to reconsider or rehear this portion of the July 6"
Order. On our own notion, we clarify that the basis for our
approval of Verizon’s proposal on recovery of getting started
costs is as discussed above.

E. Collocation Power Costs

1. \Verizon

Verizon contends that the Conm ssion should reconsider its
di sal | owance of charges to collocators for DC power. Verizon
bases its request on the Conm ssion’s own recognition that

collocators will draw power, Mdtion at p. 2, July 6'" Order at
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118, and on a contention that FCC TELRI C cost principles require
consideration of the total, long-run, increnental costs,
i ncl udi ng forward-|ooking joint and comon costs regardl ess of
what entity is utilizing that el enent.

According to Verizon, the Comm ssion’s conclusion that no
increnental costs exist for power generation since no additional
power equi pnment nust be installed “in the short term” Motion at
3 (characterizing the July 6'" Order) does not satisfy the ‘I ong-
run’ conponent of TELRIC. According to Verizon, to be considered
| ong-run, the period contenpl ated nust be | ong enough that al
costs are treated as variable and avoi dable so as to recover
fixed investnment costs that are inputs directly attributable to
providing the element. Mdtion at p. 3, citing the FCC s Local
Competition Order § 692. The fact that Verizon’ s existing power
pl ant currently can provide power w thout imredi ate placenent of
new conponents shows nerely that no additional investnment is
required in the short-run. Recovery of the |ong-termcost nust
still be accounted for, according to Verizon.

Verizon also clains that the Conmm ssion’s concl usi on does
not satisfy the “increnmental’ conponent. The increnent which
nmust be nmeasured is not the increment triggered by the CLEC but
the entire increnment of denmand to supply both the CLEC and the
| LEC. Verizon points out that the TELRI C costs for building
space or switching use are based on the cost of the current

bui |l di ng space and sw tches, whether or not Verizon has enough
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current capacity to provide such elenents to CLECs w t hout
bui I di ng new buil dings or switches. The sane net hodol ogy applies
to power, in Verizon's view. Hence, the increnental cost may and
shoul d be ascertained now rather than | ater when additional costs
are incurred.

In Verizon's view, its cost study not only correctly
determ ned power costs but it also denpbnstrated that additional
power equi pment may need to be installed in order to neet CLEC
need, contrary to the Comm ssion’s conclusion at p. 118 of the
Order. Verizon’s witness Grenier stated, in Tr. 6/10/98 at p.
80-81, that even plants with a m croprocessor capacity of 2600
anps would require an additional eight 200 anp rectifiers to
enable it to operate at full capacity. Therefore, Verizon clains
that it has shown an increnental cost and, pursuant to the July
6'" Order at p. 118, Verizon nust be conpensated for its costs.

2. AT&T

AT&T supports the Comm ssion decision. AT&T interprets the
July 6'" Order as rejecting the power charges based on the fact
that Verizon's power costs are already fully recovered in the
power factor used to calculate switching costs. The power
factor, as detailed by Verizon Wtness Baker, Tr 9/1/98 at 24, 97,
and 109 and Ex. 62, summary page and Wor kpaper Part B at 78,
divides the total installed cost of CO power equipnment by the

total installed cost of digital switching equipnent. In AT&T s



DT 97-171 32
view, the fact that Verizon would be double counting nmakes the

power charges inproper, whether they are TELRI C-conpliant or not.
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3. BayRing and Network Pl us

BayRi ng and Network Plus argue that the Conm ssion’s
deci sion disallow ng collocation power costs is correct under the
TELRI C standard, whether or not Verizon denonstrated an
i ncremental cost, since Verizon failed to prove that its
i ncrenental power costs are not already recovered in other
charges such as the charge for unbundl ed switching. Qpposition
at p. 2.

BayRi ng and Network Plus al so point out that Verizon's
argunment chanpioning TELRIC with regard to power costs is
antithetical to its position on recurring and non-recurring | oop
and switch costs. They argue that accepting Verizon’s argunent
woul d nean that the Conmm ssion would al so have to revise its
decisions on all UNE pricing and reject the lowa Il decision.
They al so raise the issue that no power charges should apply in
t he absence of a CLEC s actual use of power.

4. Comm ssi on Anal ysi s

The filings of Verizon, AT&T, BayRi ng and Network Plus on
the issue of power costs have caused us to revisit our
determ nation in the Order in this docket, and to review the
record.

First, with respect to the argunents of the CLECs to the
effect that Verizon would be double-counting if collocation costs

i ncl uded any power costs, the record does not support this
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contention, and it was not the basis for our initial decision.
As AT&T points out, the power factor used to calculate switching
costs does use the total installed cost of digital swtching
costs in the denom nator. Exh. 62, Wrkpaper Part B at p. 78.
However, the nunerator ($10.6 mllion) is not, contrary to AT&T' s
assertion, the total installed cost of central office (CO power
equi pnent. This can be ascertai ned by exam ning Exh. 43,
Attachment C, Workpaper |, Part D, the cal culation of collocation
power costs. This workpaper shows investnment by COtype for the
conponents of power investnent, including mcroprocessor plants,
rectifiers, batteries, breakers, power distribution service
cabi nets, and energency engi ne/turbines. Summ ng these
i nvestment estimates for each type of CO (urban, rural and
suburban), and nultiplying each sumby the nunber of COs in the
appropriate type (per the Stipulation, Exh. 61), the total
install ed cost of CO power equi pment can be estinmated at $27.6
mllion. Cearly, the power factor devel oped for digital swtch
investnments in Exh. 62. Wrkpaper Part B, p. 78, is only intended
to collect a subset of Verizon’s installed power costs in New
Hanmpshire. Thus, AT&T, BayRing and Network Plus are incorrect
when they assert that applying the power factor devel oped for
swtch investnents collects the entirety of power costs, and
t herefore the doubl e-counting argunent cannot serve to support
our original determ nation on the collocation power cost issue.

We turn next to Verizon's argunment that, contrary to our
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initial decision Verizon failed to denonstrate an increnental
need for power facilities inits COs, the evidence does show an
i ncremental need which would be associated wth increnental
costs. W have reviewed the record and have determ ned t hat
Verizon is correct. Qur finding at p. 118 of the July 6'" Order,
to the effect that “Bell Atlantic has not shown that additional
power equi pment nust be installed in order to neet CLEC needs,”
was based on a m sconception of the testinony of Verizon w tness
Grenier. Qur order was based on the assunption that the power
pl ant investnent nodeled in Exh. 43, Attachnment C, Workpaper |
Part D, represented a systemw th spare capacity, requiring no
further investment for the foreseeable future to serve grow h.

M. Genier testified that the typical or representative
power plant investnent nodeled in his Exh. 43, Attachnent C,
Wor kpaper |, Part D, assunmes a configuration in which there is
roomto grow the use of the facilities by adding rectifiers,
batteries, cabinets, and Battery Distribution Fuse Bays. Tr.
6/10/98, at 81. |In other words, the estimted power plant
i nvestment nodeled by M. Genier was one that would require
further investnent to acconmodate increnmental growth, whether
fromcollocators or from Verizon itself. Gven this corrected
readi ng of the record, we next turn to the proper cal cul ation of
TELRI C costs for such power needs.

Consistent with its derivation of building and | and costs,

Verizon took total costs for the power plant investnent as it is
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currently enpl oyed, and spread those costs over current anperage,
to develop unit costs. W do not disturb this nethod, but upon
careful review of Exh. 43, Wrkpaper |, Part D, we note that
certain corrections nmust be made to the calculation if we are to
base col | ocati on power prices on it, as proposed by Verizon.

First, we noted that on Lines 30 and 45, Verizon has
enpl oyed an installation factor of 2.8912, to gross up the
i nvestnment cost of the facilities to their installed cost. This
installation factor is over twice as high as the installation
factor approved for switching costs, and represents the
assunption that installation costs for power plant facilities are
al nost three tinmes the cost of the facilities thenselves. On its
face, this assunption is inprobable and unreasonable. 1In our
reconsi dered deci sion on collocation power plant costs, we find
that the installation factor should be the sane as the switch
installation factor, or 1.36.

Second, we note that Verizon has nmade a conputational error
inits application of the Joint and Common Cost factor to power
pl ant investnents. Verizon derives an in place power investnent
and an associ ated building investnent on Lines 31 and 35, and
then applies a J&C factor of 0.0948 to this anmount, to produce a
so-cal l ed “Annual Joint and Comon Cost” on Line 40. Verizon
performs a simlar calculation with respect to J&C costs for
battery distribution fuse bays, on Lines 46, 50, 54 and 55. This

calculation is incorrect, because the application of a J&C factor
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to an underlying investnent, w thout annualization, does not
produce an annualized figure. This error can be corrected by
applying the J&C factor to the underlying investnents after
annual i zi ng.

Third, it is necessary to back out the power costs recovered
via switching charges, in order to prevent double-counting of
this anount of power costs. As noted above, power costs
recovered in switching costs are approximately $10.6 mllion.

The sum of power plant investnents noted on Exh. 43, Attachnent

C, Workpaper I, Part D, shows that total engineered power costs
for the present usage are approximately $27.6 mllion. The power
costs not recovered by digital switch charges are thus $27.6
mllion mnus $10.6 mllion, or $17.0 mllion. The ratio of such
costs to total power costs, approximately two to three, nust be
applied to the power plant investnent used in devel opi ng

col l ocation costs, to prevent doubl e-recovery of the $10.6
mllion in power costs.

Wth the three corrections noted above to Verizon's
cal culation, the record reveals a per-anp recurring nonthly cost
for installations, in urban COs, |less than or equal to 60 anps of
$3.18, and a per-anp recurring nonthly cost for installations
over 60 anps of $3.03, as shown in the attached Appendi x.
Accordingly, we grant Verizon's petition for reconsideration, and
on reconsideration, we determne that the recurring nonthly per-

anp costs for collocation power are as developed in this O der
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based on the record in this case.

F. Collocators Access to Central Ofice Space:
Escorts and Separate Entrances

1. Verizon

The Commission’s July 6'" Order relied on the FCC s
Advanced Services Order® to require Verizon to provide, anobng
other itemnms, direct access for collocation “in any unused space
wi t hout the necessity of separate entrance or internediate
arrangenents.” Verizon argues that the Commi ssion failed to take
into account a Circuit Court of Appeals Order, GIE Services
Corporation v. FCC, 205 F.3d 416 (D.C. GCr. 2000), reversing the
collocation part of the FCC s Advanced Services Order by limting
the access requirenment to conport nore strictly with the |anguage
of 8251(c)(6). The |anguage of the statute, the court noted,
requires only that |ILECs provide space for “physical collocation
of equi pnment necessary for interconnection or access to unbundl ed
network elenents.” Since the circuit court specified that the
FCC coul d not give CLECs total freedomto pick and choose space
in a CO subject only to technical feasibility, the New Hanpshire
Comm ssi on may not broaden the access rights provided in
8§251(c)(6) by looking to other parts of the federal statute for

support such as 8224 of the Act, as the July 6'" Order did.

8 n re Deploynent of Wreline Services Offering Advanced
Tel ecomruni cati ons Capability, CC Docket No. 98-147, First Report
and Order and Further Notice of Proposed Rul enaki ng, FCC 99-048
(1999)
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Verizon further argues that the Comm ssion should allow it
to establish separate entrances for collocating CLECs as a valid
and inportant security neasure. According to Verizon,

i nadvertent or intentional damage to its facilities pose a danger
to public safety and to the econony shoul d universal service be
af f ect ed.

In addition, Verizon objects to unescorted access as granted
in the July 6'" Order. Verizon requests that the Commi ssion
reconsider its decision to permt CLECs to have unescorted access
to CO areas outside the CLEC s col |l ocati on node whenever a
Verizon escort does not appear for a schedul ed appointnent. This
decision restricts Verizon’s ability to inpose reasonable
security arrangenents to protect its equipnment and network
reliability, an ability authorized in the FCC s Local Conpetition
First Report and Order and in the Advanced Services O der.
Verizon argues that the Conmm ssion’s decision is unreasonabl e
given the fact that no continuing problemof m ssed appointnents
is denonstrated on the record. Further, Verizon clains that the
decision will force it to resort to nore costly neasures in order
to preserve security, the costs of which would be passed along to
CLEGCs.

2.  AT&T
Al t hough AT&T agrees with Verizon that the D.C. Circuit

Court of Appeals partially vacated the FCC s Advanced Services



DT 97-171

40
First Report and Order, AT&T points out that on August 8, 2001,

the FCC released its newly adopted rules, intended to neet the
requi renents of that order. The new rules, according to AT&T, do
not grant incunbents |ike Verizon carte blanche to |imt physical
col |l ocation arrangenents and thereby di scourage conpetition. The
FCC s order containing the rules, the Advanced Services Fourth
Report and Order,® specifically restricts Verizon's discretion.
FCC Rul e 51.323(i)(6) allows Verizon to require CLECs to use
separate entrances to access collocation space only when four
conditions are nmet: (1) construction of a separate entrance is
technically feasible; (2) either legitimte security concerns or
operational constraints unrelated to conpetitive concerns warrant
such separation; (3) construction of the separate entrance wl |l
not artificially delay collocation provisioning; and (4)
construction of the separate entrance will not materially
i ncrease the requesting carrier’s costs. Since Verizon has not
satisfied any of the rules’ requirenents, AT&T argues the
Comm ssion’s order properly struck down the separate entrance
requi renent.

AT&T also relies on the FCC s Advanced Services Fourth
Report and Order to argue against Verizon’s conplaints regarding

unescorted access. Requiring security escorts is no |onger

°'n the Matter of Deploynment of Wreline Services Ofering
Advanced Tel econmuni cati ons Capability, CC Docket No. 98-147,
Fourth Report and Order, No. FCC 01-204 (rel. August 8, 2001).
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perm ssi bl e under any circunstances, according to AT&T. Rule
51.323(i) states that an ILEC may not require a collocator to
have security escort of any kind at any tine. AT&T urges the
Comm ssion to require Verizon to revise its SGAT accordi ngly.
3. BayRing and Network Pl us

BayRi ng and Network Plus also cite the Advanced Services
Fourth Report and Order extensively to support their argunent
agai nst Verizon's ability to require separate entrances. They
refer to the FCC s explanation that a mandatory requi renent for
separate entrances coul d decrease collocation space, delay CLEC
collocation and increase the CLEC s cost, as well as being
unnecessary to ensure that the ILEC can protect its property.
Id. at 1Y99-100. The FCC al so pointed out that security caneras
or other, less injurious, nonitoring systens would achi eve the
sanme end as separate entrances. 1d. at {101.

4. Comm ssion Anal ysis

This issue, anong others, illum nates the tension between
the security concerns as to which Verizon is rightly vigilant and
the goal of conpetition that the Congress established in the
TAct. Collocation is fundanental to the Congressional plan.
There is an inherent tension to collocation, of course. Verizon
needs flexibility to keep the communi cati ons network secure for
its business purposes and for the public good. CLECs need

reasonabl e access to facilities at their collocation sites in
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order to pronote conpetition.

Legitimate security concerns can certainly exist, although
the FCC noted that |ILECs have incentives to overstate the
security concerns. At the time of the Advanced Services Fourth
Report and Order, conpetition may have held primacy over property
concerns. Since Septenber 11'", the balance in the tension may
have changed, although neither a separate entrance nor an escort
requi renent may insure against the harmthat a determ ned eneny

of the United States wishes to inflict.
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We direct Verizon to take all necessary steps to assure the
security of their premses. W require that whatever security
measures Verizon chooses will not inpede or delay CLEC busi ness
unnecessarily. Should a CLEC report that it experiences
unnecessary delay or other abusive practices, we wll take action
as required.

G Treatnment of Collocation Space and Equi pnent

1. \Verizon
a. Reservation

Veri zon seeks rehearing of the Comm ssion determ nation that
“Bell Atlantic may not include provisions inits SGAT whi ch woul d
deny CLECs’' capacity expansion requests.” (July 6'" Order at p.
140.) Verizon objects to the July 6'" Order’s restriction on its
ability to reserve vacant CO space pursuant to 84.5.2.2.2.C of
the SGAT. Verizon asserts that the section reflects FCC
decisions that ILECs are allowed to retain a |imted anount of
fl oor space for defined future uses on a nondiscrimnatory basis
(Local Conpetition First Report and Order at{604 and Advanced

Servi ces Reconsideration Order!® at 152).

Depl oyment of Wreline Services Ofering Advanced
Tel ecomruni cations Capability, CC docket No. 98-127, Order on
Reconsi deration and Second Further Notice of Proposed Rul emaki ng,
15 Rcd 17806, FCC 00-297. (2000).
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Verizon clainms that 84.5.2.2.2.C correctly bal ances the
i nportance of providing physical collocation to CLECs while
addressing I LECs’ and CLECs’ need to reserve space to neet the
future needs of their customers, as required by the FCCin its
Advanced Services Reconsideration Oder at Y50. Further, as 61
of the Advanced Servi ces Reconsideration Order requires Verizon
to provide the Comm ssion with floor plans and information to the
Commi ssi on whenever it denies space to a collocator, Verizon
believes that the Comm ssion will have opportunity to detect and
redress inappropriate space reservation. Therefore, Verizon
urges the Comm ssion to reconsider and to permt 84.5.2.2.2.C as
proposed in Verizon's Novenber 17, 2000 revision.!!

b. Reclamation

Veri zon al so requests the Comm ssion reconsider its deletion
of 84.5.2.2.8. A, the SGAT section permtting reclamation of CO
col |l ocation space from CLECs when Verizon needs the space “to
provide service or to fulfill its legal obligations.” Mtion at
p. 15. Presenting its concern as that for fulfilling its |egal
obligation to provide collocation space on a nondi scrimnatory

basis to other requesting carriers, Verizon argues that FCC Rul e

“The revised version of 84.5.2.2.2.Cis: [Verizon] reserves
the right to manage its own central office conduit requirenents
and to reserve vacant space for planned facilities. [Verizon] and
its affiliates will retain and reserve a |limted anount of vacant
fl oor space within its premses for its own specific future uses
on terms no nore favorabl e than applicable to other [CLECs]
seeking to reserve collocation space for their future use.
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51.323(f)(6) allows an RBOC to inpose reasonable restrictions on
t he war ehousi ng of unused space by collocating carriers as |ong
as the ILEC sets no space limtations without state conmm ssion
approval based on denonstrabl e space constraints. For support,
Verizon relies on the FCC s |anguage in its Local Conpetition
First Report and Order, Y586, stating that inefficient use of
space by one CLEC coul d deprive another entrant of collocation
opportunities.
2.  AT&T
a. Reservation

AT&T did not respond to Verizon' s request for
reconsi deration of the Comm ssion’s ruling on reservation of CO
space by Verizon

b. Reclamation

AT&T asserts that 84.5.2.2.8. A was properly stricken from
the SGAT as it permtted reclamation at any tinme Verizon wanted
to use the space itself. AT&T characterizes the section as an
inperm ssible unlimted take-back provision, rather than one
narromy tailored to protect against CLEC inefficiency; and
furthernore, one inconsistent with the statutory obligation
i nposed by 8251(c)(6) that collocation be provided on just,
reasonabl e, and non-discrimnatory terns. AT&T refers to the
FCC s Advanced Services 4'" Report and Order for support. In it

the FCC stated that |ILEC s have powerful incentives to allocate
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space inconsistent with the aforenentioned statutory obligation
(992) and that once space has been assigned to a collocator it is
no | onger available for allocation to a different use, including
a conpeting use by the I LEC (195). AT&T concl udes t hat
84.5.2.2.8. A should not be reinstated into the SGAT.
3. BayRing and Network Pl us
a. Reservation

These carriers find Verizon' s argunent specious and appl aud
the Comm ssion’s decision to facilitate collocation by precluding
space reservation that woul d deny CLEC capacity expansi on
requi renents. They argue that the Conm ssion’s decision is
within the discretion afforded to state comm ssions. In fact,
they state that 52 of the Advanced Servi ces Reconsi deration
Order, cited by Verizon for support, does not limt the
Comm ssion’s discretion but rather points out that state
comm ssions should resolve issues related to space reservation as
t hey can assess whet her excessive space reservations are inpeding
physi cal coll ocation.

These carriers argue that Verizon's revised rule permts
Verizon itself to establish the rules by which reservation is
permtted, thus allow ng Verizon to establish facially
nondi scrimnatory but actually unequal treatment. Thus, the
Comm ssion’s prohibition of any space reservation by Verizon is

reasonabl e and shoul d st and.
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b. Reclamation

BayRi ng and Network Plus agree with Verizon that warehousing
by any carrier should not be countenanced where other carriers
have a need for the space. Nonethel ess, BayRi ng and Network Pl us
deplore 84.5.2.2.8. A as a carte blanche for evicting CLECs.
Recl amati on by Verizon to neeting Verizon's tariffed customner
needs, regardless of a CLECs current use of space to serve CLEC
custoners i s unacceptable: the CLECs custoners’ choices of
carrier would be denied and the CLEC s investnents in equi pnment
and marketing squandered. Verizon’s attenpt to reserve a right
to evict CLECs in favor of its own need for space conflicts with
t he nondi scrim nation provisions of the TAct, according to
BayRi ng and Network Plus, whereas the first-cone-first-served
basi s produced by the Comm ssions deletion of 84.5.2.2.8. Ais the
| evel playing field sought by the TAct.

4. Comm ssion Anal ysis

W agree that our choice of language in the July 6'" O der
i s sonewhat overbroad. The FCC s Advanced Services Fourth Report
and Order addresses space assignnent policies and practices in
detail and, at 196 permts state conm ssions to inpose additional
space assignnment requirenents as long as they are consistent with
the TAct and the FCC rules. The FCC is considering setting
nati onal standards governing the period of time for which I LECs

and CLECs can reserve space for future use. 1Id. at fn. 235.
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We wi || approve Verizon's proposed 84.5.2.2.C. of the SGAT

as revised, interpreted in the followng manner. Wth regard to
the planned facilities for which Verizon may manage its own CO
conduit requirenents and reserve vacant space, denying a CLEC
request, Verizon shall have specifically planned, prior to the
request, to use the space or conduit within one year after the
CLEC request. W consider the one year tinme period reasonable
and will require construction to cormmence within one year of the
CLEC s request.

As for the issue of reclamation of space previously assigned
to CLECs, we will apply a rationale simlar to that above.
Verizon may recl aimspace that a CLEC is not using in a manner
connected with the provision of service by giving advance Noti ce
of Reclamation and Reconfiguration to the Comm ssion of its
intent and reason for the reclamation and requesti ng Conmm ssi on
approval therefor. Both parties will have an opportunity to be

heard before the Comm ssion makes its deci sion.
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G Installnment Paynents for Conditioning Collocation Space
1. Verizon

Verizon objects to the July 6'" Order requirenent that it
of fer CLECs the opportunity to anortize nonrecurring collocation
costs over five years, with a carrying charge equal to the
overall cost of capital included in the cost study in this
docket. According to Verizon, its 1997 SGAT 813.0 provisions
currently permt CLECs to make installnment paynents on
col | ocation space conditioning over an 18 nonth period if they
have gross revenues of less than $2 billion per year arising from
t el ecomruni cati ons provisioning. Forcing Verizon to becone a
| ender to any CLEC, regardless of financial condition unfairly
transforns Verizon into a lender of first resort for CLECs.

The Comm ssion’s order places on Verizon the effort and
expense of admnistering and collecting installnent paynents, and
the risk of non-paynent for no valid reason. According to
Verizon, the need for an installnent plan has |ikely decreased
si nce 1997 because of the collocation options that are avail able
today. In addition to the various sized cages and virtual
col l ocation, CLECs may choose shared-cage and cagel ess
col l ocation pursuant to the FCC s Advanced Services O der.
Verizon therefore requests the Conmm ssion reconsider this
requi renent.

2.  AT&T
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According to AT&T, the Comm ssion’s exercise of its
authority to structure rates for the recovery of non-recurring
costs via a reasonable installnent plan is entirely proper.
State conmm ssions are granted such authority in 47 C. F. R
851.507(e).*? AT&T conpares installnment paynents to the recovery
of forward-1ooking fixed investnment in outside plant through
monthly recurring charges to CLECs, arguing that nonthly charges
are no different.

3. BayRing and Network Pl us

According to Network Plus and BayRing, the Conm ssion’s rate
design for nonrecurring collocation costs conports wth 749 of
the FCC s Local Conpetition First Report and Order. The FCC
referred approvingly to decreasing the size of a conpetitor’s
initial capital outlay by such arrangenents, thus reducing
barriers to entry. BayRi ng and Network Plus note that Verizon
does not protest the concept of installnment paynent but only the
Comm ssion’s design of the installnent plan; Verizon nerely
prefers its 18 nonth plan offered only to CLECs wth gross

revenues of less than $2 billi on.

1247 C.F.R.51.507(e) states “ State commissions may, where reasonable, require
incumbent LECs to recover nonrecurring costs through recurring charges over areasonable
period of time.”
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Net wor k Pl us and BayRi ng consider that the design of the
plan dictated in the July 6'" Order is superior to Verizon's
because (1) it uses the overall cost of capital established in
this docket as opposed to the cost of capital used in the 1996
arbitrated I nterconnection Agreenent between AT&T and Veri zon,
(2) it lowers the barrier to entry to a greater extent, and (3)
five years is a conservative estimate of the useful |ife of
collocation facilities and therefore reasonabl e.

4. Comm ssion Anal ysis

No new evi dence has been adduced, nor has there been any
claimthat the Comm ssion overl ooked a fact or precedent. W
find that the five year paynent plan approved in our July 6'"
Order is reasonable and may encourage conpetition. W wll deny
the Mdtion for Reconsideration.

H  Building and Land Costs Excl uded from Feeder

1. \Verizon

Verizon clainms the Comm ssion premsed its decision to
elimnate all building and | and costs fromrecurring feeder costs
on an erroneous conclusion that all building and | and costs are
captured in switch costs. The three conpeting cost nodels in
this docket all allocate a portion of building costs to the type
of equi pnent housed in the particular building. For instance,
one end of fiber feeder term nates on digital electronic

equi pnent called the CO Term nal housed in the CO Buil ding and
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the other end on digital electronic equipnent called the Renote
Term nal housed in a hut or vault type structure. The costs of
the CO Buil ding are apportioned anong the equi pnent housed in the
CO and, therefore, the Tel ecom Model included a portion of
building cost in its feeder costs. (Mtion at p. 17.) Verizon
argues that its nodel also included a portion of building costs
inits feeder costs, a portion that should remain in feeder

costs.

According to Verizon, the Comm ssion’s statenent at page 84
of the July 6'" Order, that building costs are fully included in
swtching costs is incorrect and not supported by the record.

See Exhibit 63, Baker testinony, Wrkpaper E, p. 52. As shown by
Verizon’s workpaper, building investnments are apportioned by a

| oadi ng factor created by dividing total NH buil ding investnent
by total CO based plant investnents, including all swtching
investnments, and circuit and other investnents. So, Verizon
argues that the building factor has to be applied to feeder in
order to collect the whole amount. Verizon clainms that |ess than
hal f of the building costs are allocated to switching, the rest
have not been accounted for and should be by restoring the

bui | di ng cost conponent to feeder costs.
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2.  AT&T

In its Opposition and Response to Verizon’s Mtion for
Reconsi deration or Rehearing, AT&T did not respond regarding this
i ssue.

3. BayRing and Network Pl us

Bayring and Network Plus argue that allow ng Verizon to
all ocate I and and building costs to feeder will result in double
charging. According to them Verizon fails to provide any record
support for, but nerely inplies that the sw tching expenses do
not include the CO Term nal equi pnment. Thus, according to
Bayring and Network Plus, Verizon has not net its burden of
pr oof .

4. Comm ssion Anal ysis

We have carefully reviewed the record on this claimand
agree with Verizon that our analysis m stakenly required the
removal of a building and | and cost factor fromrecurring feeder
costs in the Johnson Tel ecom Mbdel. Verizon directs our
attention to the workpapers of its TELRIC witness, M. Baker, in
support of its contention that renoval of building and | and costs
fromfeeder cost recovery would result in an underrecovery of
such costs. Contrary to the assertions of BayR ng and Network
Plus, a review of Exhibit 63, Wrkpaper E, p. 52, denonstrates
that the building and | and cost factor devel oped by Verizon was

based on the ratio of total building costs to total investnents,
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including circuit equi prment (of which feeders are a conponent)
and ot her non-sw tch investnents.

To apply such a factor only to switching investnents woul d,
as Verizon asserts, result in recovery of |ess than 100% of
buil ding investnments. W grant Verizon's petition for
reconsi deration. To effect recovery of full building costs,
then, we wll allow Verizon to apply its BBL factor to feeder
costs. The chart bel ow denonstrates the effect of restoring that

cost factor.

Element BJA Group 1 BJA Group 2 BJA Group 3
Directloopcost | $ 1041 | $ 1394 | $ 30.32
Common cost $ 120 | $ 1741 $ 4.19
NID $ 036 | % 036 | % 0.36
Totd $ 11971 % 16.04 | $ 34.87

Wol esale Bills
1. Verizon
Veri zon objects to the July 6'" Order requirenent that
billing tapes should be available to CLECs within five days after
the billing date each nonth because it clains the record does not
support that tinme frane. Verizon suggests that the Comm ssion
had no evi dence regarding the process for producing bills and
t hus coul d not judge the reasonabl eness of a five day turnaround
time. Inits notion, Verizon enunerates the billing information

it provides to CLECs, arguing that the conplexity of the
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informati on and the wholesale billing process nakes a five day
time franme unfeasible. Verizon provides the bill in the formthe
CLEC chooses: paper, tape, CO-ROMor file transfer. Verizon
provi des daily usage files (DUF); retail and whol esale call usage
is recorded if appropriate. Usage data are captured for both
Verizon and each CLEC at the sane tinme, on the sane nedia, and
delivered to the sane data center before being checked
automatically for format and sent to the Carrier Access Billing
System and Message Processing System The Message Processing
systemrates the usage where appropriate and creates Exchange
Message Interface records (EM files).

Verizon points out that the tineliness of these billing
actions is neasured nonthly by Carrier to Carrier Cuidelines
agreed upon by an industry working group and approved in a New
York Public Service Conm ssion proceeding. The Cuidelines
require a delivery of 98%of bills within 10 busi ness days and
95% of usage records within four business days of the creation of
t he record.

Verizon further contends that the five day time franme is
unnecessary for CLECs to render a bill to the CLEC end-user.
CLECs receive usage files electronically on a daily basis within
a target of four business days. Therefore, CLECs can use that
information to bill their end users.

2.  AT&T

AT&T did not provide argunents in opposition to Verizon's
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Mot i on.
3. Bayring and Network Pl us

Net wor k Pl us and Bayring contend that the record before the
Conmmi ssion was sufficient for the Conm ssion’s decision and that
Veri zon had the burden of providing evidence suggesting
otherwi se. Furthernore, they argue that the five day tine frame
i s reasonabl e because (1) Verizon has i medi ate access to the
information, (2) tinely (and accurate bills) are critical to the
mai nt enance of the CLEC s relationship to its end-user.

Bayring and Network Plus dispute Verizon’s claimthat CLECs
can effectively utilize Verizon’s DUF feeds to render end-user
bills. They assert that option is both inefficient and
i npractical, besides being additionally hanpered by |ack of a
full nonth of billing tapes. Finally, Bayring and Network Pl us
cl ai mthat New Hanpshire CLECs needs for a five day turnaround
shoul d not be turned aside sinply because New York has accepted a

| onger peri od.
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4. Comm ssion Anal ysis
We find that no new evi dence has been presented in Verizon's
nmotion. Nor has Verizon convinced us that reason exists that
woul d conpel a change in the requirenent that Verizon provide
billing tapes to CLECs within five days after the billing date
each nonth. Verizon does not claiminpossibility, nmerely that it
IS unnecessary and, further, that a New York industry working
group recommends a 10 day peri od.
We expect to consider the reasonabl eness in New Hanpshire of
t he proposed New York carrier-to-carrier guidelines including the
ten-day billing time frame in our currently-pendi ng docket, DT
01-006. Until we rule otherwise, in that or another docket
therefore, our decision in the July 6'" Order will stand.
J. Service Charge
1. \Verizon
Veri zon seeks reconsideration of the Comm ssion’ s decision
to apply a service charge to Verizon when a Trouble is determ ned
to be on the Verizon side of the CLEC Point of Term nation,
4.5.2.2.6.D. As above, Verizon suggests that the Conm ssion had
insufficient evidence before it on the issue. Verizon avers that
the CLEC has an obligation to its custonmer to test the entire
circuit serving its custoner, since the switch perforns the
testing and the loop is connected to the CLEC s swtch. The

CLEC s test results determne howto restore service to its end-
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user. |If the test determnes that Verizon's network is at fault
and nust take action to clear the trouble, and Verizon does find
trouble in the COwring, Verizon will do so at no charge to the
CLEC. If, however, Verizon finds no trouble in the CO w ring,
Verizon issues a charge for its unnecessarily incurred diagnostic
expenses. Verizon argues that the reverse situation is not
conparable. Wen Verizon finds trouble on the Verizon side, the
CLEC has not incurred any unnecessary expense. Therefore, no
conpensating charge is justified. According to Verizon, the
position of the CLECis not symmetrical with that of Verizon and
shoul d not be treated symetrically.
2.  AT&T

AT&T chose not to respond to Verizon’s Mdtion for

Reconsi deration or Rehearing on this issue.
3. Bayring and Network Pl us

Bay Ring and Network Plus assert that Verizon could in fact
cause CLECs to incur unnecessary expenses associated with trouble
reports. Verizon's technicians could fail to uncover a problem
on the Verizon side of the network and incorrectly report that no
troubl e existed, pronpting an charge to be | evied unnecessarily
and CLEC resources to be depleted in redundant searches for
probl enms on the CLEC side. Verizon should be |iable for the
expenses associated with retests that reconfirmthe prior

conclusion that the trouble is on the Verizon side. The CLECs
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argue that they are entitled to recoup these unnecessary expenses
just as Verizon is. Symmetry does exi st and shoul d be
mai nt ai ned.
4. Comm ssion Anal ysis
Veri zon has presented no new evidence to revise our judgnent
that symmetry should be obtained in the | evying of charges for
unnecessary troubl e-shooting by CLECs and Verizon. W wll| deny
Verizon’s notion on the issue. The |anguage of page 148 of the
July 6'" Order, however, should be tightened to reduce confusion.
The goal of Verizon’s 84.5.2.2.6Din the SGAT is to deter a CLEC
fromcausing Verizon to test its lines before the CLEC tests its
own equi pment and/or to deter a CLEC fromperformng | ess than
adequate testing before going to Verizon. W nandate a rule to
achi eve the sane goal for CLECs. Therefore, Verizon nust pay a
servi ce charge whenever a CLEC-reported Trouble as is found to be
on the Verizon side of the Point of Term nation after Verizon has
reported the contrary.
K. Requirenent to Re-arrange Conduit

1. Verizon

The July 6'" Order placed a condition on Verizon's
84.5.2.2.8.E by requiring a Verizon-instigated rearrangenent of
CLEC facilities in conduit be done w thout disrupting services
provided to the CLEC s custoners. The condition, according to

Verizon, is inpossible and should be elimnated. Wile it always
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strives to avoid service disruptions, accidents happen.
Therefore, Verizon urges that the Comm ssion’s absol ute
prohi bition should be deleted or rephrased to nake good-faith
efforts or reasonable care the standard for avoi ding service
out ages.
2.  AT&T

AT&T argues that Verizon’s 8 4.5.2.2.8.E, as proposed,
allows Verizon to interrupt service to CLEC custoners at w ||
The Comm ssion’s condition mandating that Verizon not disrupt
service to the CLEC s custoner holds Verizon to a standard of
care. AT&T points out that unavoi dabl e and acci dent al
di sruptions may occur but that Verizon should not have what
anounts to a license to interrupt CLEC service. Therefore, AT&T
urges the Commi ssion to retain the condition.

3. Bayring and Network Pl us

These carriers agree with AT&T that Verizon's request to
delete the condition placed on 84.5.2.2.8. E should be deni ed.
Bayring and Network Plus al so oppose Verizon’s request that the
condition be rephrased to a good faith or reasonable care
st andar d.

Bayring and Network Plus argue that even Verizon m shaps,
resulting in service disruptions, cause stress on the CLEC s
relationship to end-users, underm ning the custoner’s expectation

of reliable and uninterrupted service. The |ost good will would
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not occur, in the opinion of Bayring and Network Plus, if Verizon
exerci ses a hei ghtened standard of care, breach of which would
make Verizon liable for consequential danages. Hence, rejecting
a good faith or reasonabl e care standard, Bayring and Network
Plus recomend that the Conm ssion require, at a mninum that
Verizon be held to a “best effort” standard of care, along with
liability for failure to neet that standard.

4. Comm ssion Anal ysis

In analyzing this issue, the central principle that nust be
observed is symetry of treatnent between Verizon’s own retai
custoners, and the retail customers of its conpetitors. Both
sets of custoners should enjoy the sane hi gh standards of
reliable and uninterrupted service. The differences between the
parties as to the standard of care to which Verizon should be
hel d, and when it must rearrange circuits, can be traced to
different views of what standard, and associ ated consequences,

W || produce such symetry.

It nust be recognized that Verizon’s own custoners
occasionally, and through no fault of Verizon, nust experience
service interruptions when Verizon works on circuits, as when on
very rare occasions it must tenporarily disconnect circuits in
order to conplete a rearranging job to inprove the network. To
the extent our Order does not permt Verizon any leeway at all to
make such network inprovenents if it nust tenmporarily disrupt

service to a CLEC s custoners, we will reconsider that standard
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bel ow.
It is also observably true that, as Verizon puts it,
accidents will happen, even when Verizon is provisioning service

toits own custonmers. However, here Verizon’s argunent for
reheari ng stands on weaker ground, because it anounts to a
request to be relieved of all responsibility for the consequences
of its actions, even when sone |evel of negligence or inprudence
is involved, and regardl ess of the consequences to custoners.
Verizon has a higher |evel of obligation to its own custoners,
and should not be permtted to relax that duty of care nerely
because the harnmed party is the CLEC s custoner or the CLEC

Accordingly, we wll permt Verizon to anmend its SGAT, to
i ncl ude | anguage permtting it to interrupt CLEC custoners
tenporarily, under the same ternms and conditions as Verizon woul d
interrupt its own custoners, in order to perform necessary work
on its system provided that Verizon nust give the CLEC
sufficient advance notice, where possible, to permt the CLEC to
give its custoners as much notice as Verizon gives to its own
custoners. W note that we do not expect this provision to be
i nvol ved except in extraordinary and rare circunstances.

L. Bidding to Determ ne Coll ocation Cage Costs

1. Verizon

The July 6'" Order, at pp. 155-156, requires that Verizon

conpare two conpetitive bids against its in-house estimte for
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speci al construction of collocation space, that is for
construction necessitated when conditioned CO space is
unavail able. Verizon clains that physical collocation
construction is not special construction, but a normal process
produci ng normal expenditures associated with providing
col l ocation space to acconmopdate transm ssion equi pnment. These
expenses may include installation of cable holes, wire nesh
caging materials, floor tiles, expanded HVAC system |I|ighting and
groundi ng nodi fications, etc.

Veri zon argues agai nst any bi ddi ng requirenment because it
spreads the costs of the special construction over “the entire
area that it (Verizon) conditions,” then it charges al
collocators in the area a pro rata portion of the costs. Verizon
further argues: (1) the sane contractors that conduct work on
Verizon's facilities will do the work on the same terns as for
Verizon’s work, (2) Verizon cannot identify when speci al
construction wll be required and a bidding requirenent for each
j ob could delay provisioning, and (3) Verizon will be forced to
prepare plans, draft and publish an RFP, receive and eval uate
bi ds, and then conplete the contract process.

Finally, Verizon clains that nothing on the record justifies
a conclusion that a bidding process woul d be beneficial.
Therefore, Verizon requests the Comm ssion reconsider its
deci si on.

2.  AT&T
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AT&T chose not to respond to Verizon’s Mdtion for

Reconsi deration or Rehearing on this issue.
3. Bayring and Network Pl us

Bayring and Network Plus argue that a bidding process is
necessary to ensure that the charges i nposed on CLECs are
reasonable. These carriers reject Verizon's claimthat no
bi ddi ng process is warranted because the charges are applied
indirectly, i.e. the actual costs of construction are collected
by spreading them across all CLECs who request collocation in the
area. The indirect nature of the charges does not change the
need that the charges be appropriate and reasonable. BayR ng and
Network Pl us contend that the record supports the Comm ssion’s
conclusion that the need to custom ze cage construction does not
preclude the attai nment of efficiencies in planning and design.
In addition, since Verizon uses the sanme contractors to do the
wor k whether it charges directly or indirectly, BayRi ng and
Net wor k Pl us argue that the Conm ssion’s concl usions regarding
efficiencies apply equally to direct and indirect charges.

Bayring and Network Plus refute Verizon's contention that
the record does not address the benefits of a bidding process.
I n support, they cite Staff’'s recommendation for such a process
to mnimze barriers to conpetition and to assure that the
charges are not inflated by Verizon

4. Comm ssion Analysis
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We di sagree with Verizon that the burdens of a bidding
process outwei gh the benefits. W also disagree that the record
does not support such a concl usion, based upon Staff’s
recommendation. The record is sufficient; no new evidence is
adduced; and CLECs do not object to the delay in collocation that
Verizon foresees. We will not reconsider our July 6'" Order.

M  Changes Derived fromthe Tel ecom Model

Verizon’s Motion for Rehearing or Reconsideration
conditionally objects to providing a conpliance SGAT tariff that
includes rates derived fromthe Tel ecom Model. Verizon avers it
has no access to the Tel ecom Mbdel and cannot conply unless and
until the Staff facilitates re-running the nodel to reflect the
requi red changes to inputs.

The Comm ssion understands that Staff has facilitated the
necessary re-running of the Tel ecom Model and that rate changes
have been properly conpleted. Hence, no reconsideration is
required.

N. Request for a Conpliance Proceeding

AT&T requests that we require Verizon to make a conpli ance
filing of cost studies, and provide an opportunity for review and
i nvestigation of those revised cost studies. AT&T Mtion at 19.
AT&T urges the Conmi ssion to require that such conpliance filing
be acconpani ed by workpapers, and an expl anati on of what specific

changes were nade to carry out each of the Comm ssion’s specific
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directives. 1d. at 20.

Veri zon opposes AT&T's conpliance filing concept, arguing
that AT&T interposes the request solely for the purpose of
del ayi ng the adoption of the SGAT and hinder Verizon’s entry into
t he | ong-di stance market in New Hanpshire. Verizon Opposition at
11. Verizon notes that it intends, as part of its conpliance
filing, to submt workpapers reflecting the adjustnents to
Verizon’s cost nodels ordered by the Conmm ssion.

It is unnecessary to grant AT&T s request for a procedural
order setting out a formal hearing schedule on the conpliance
filings. W wll direct Verizon to submt workpapers, as
prom sed, together with a listing of areas where adjustnents were
made fromthe original order, and references to the appropriate
wor kpapers in each case. W will allow parties ten days fromthe
date of the conpliance filing with respect to this Oder to file
any comments they may have on the Verizon conpliance filing. |If
it appears fromthe filing and the coments that further
procedural steps are warranted, we will nake the decision to
proceed at that tine.

O Effective Date

The Comm ssion’s pendi ng Docket DT 00-072 will consider the
i ssue of the retroactive SGAT rates raised by BayRing. CQur
deci sion herein regarding the date for inplenentation of the
rates approved in the July 6" Order and in this Oder is not

di spositive of that issue. DT 00-072, which was placed on hold
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until the conpletion of this docket, will now proceed.

The effective date of the revised tariffs to be filed in
conpliance with this order shall be the date our initial order
i ssued, that is, July 6, 2001. W wll order Verizon to
i npl emrent the rates approved herein as of July 6'".

Based upon the foregoing, it is hereby

ORDERED, that the Mtion for Reconsideration and/or
Rehearing filed by AT&T, Bayring and Network Plus regarding the
July 6'" Order’'s interpretation of TELRIC is hereby DEN ED;, and
it is

FURTHER ORDERED, that AT&T's Motion for Reconsideration
and/ or Rehearing regarding the July 6'" Order’s exclusion of GR-
303 fromthe | oop nodel is hereby DENIED, and it is

FURTHER ORDERED, that AT&T's Motion for Reconsideration
and/ or Rehearing regarding switch weighting is hereby DEN ED; and
it is

FURTHER ORDERED, that AT&T's Motion for Reconsideration
and/ or Rehearing of the percentage of fall-out fromthe
el ectronic ordering system assuned in the nodel is hereby
GRANTED;, and it is

FURTHER ORDERED, that the fall out rate adopted in our July
6'" Order shall be revised to 4% and it is

FURTHER ORDERED, that AT&T's Motion for Reconsideration

and/ or Rehearing of the rate design for swi tching cost recovery
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adopted by the July 6'" Order is hereby DENIED;, and it is

FURTHER ORDERED, Verizon's Mtion for Rehearing and/or
Reconsi deration regarding the July 6'" Order’s disall owance of
charges to collocation for DC power is GRANTED, and it is

FURTHER ORDERED, that the per anp recurring nonthly cost for
installations |less than or equal to 60 anps shall be $3.18 and
for installations over 60 anps the charge shall be $3.03 per anp;

and it is
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FURTHER ORDERED, that Verizon's Mtion for Rehearing or

Reconsi deration of the July 6'" Order regarding unescorted access
to CO space and separate entrances to CO space i s hereby GRANTED
in part and DENIED in part; and it is

FURTHER ORDERED, that Verizon’s Mtion for Rehearing and/or
Reconsi deration of the July 6'" Order regarding reservation of
space is hereby GRANTED with conditions; and it is

FURTHER ORDERED, that Verizon's revised 84.5.2.2.2.Cis
hereby approved as interpreted herein; and it is

FURTHER ORDERED, that Verizon's Mtion to reinstate
84.5.2.2.8. A regarding reclamation of space is hereby GRANTED
with conditions, as provided herein; and it is

FURTHER ORDERED, that Verizon’s Mtion for Rehearing and/or
Reconsi deration of the July 6'" Order regarding CLEC install nent
paynments for space conditions is hereby DENIED, and it is

FURTHER ORDERED, that Verizon’s Mtion for Rehearing and/or
Reconsi deration of the July 6'" Order regarding building and | and
costs excluded fromfeeder is hereby GRANTED;, and it is

FURTHER ORDERED, that Verizon’s Motion for Rehearing and/or
Reconsi deration of the July 6'" Order regarding a 5-day provision
of billing tapes to CLECs is hereby DENIED; and it is

FURTHER ORDERED, that Verizon’s Mtion for Rehearing and/or
Reconsi deration of the July 6'" Order’s revision of 84.5.2.2.6.D

permtting service charges inposed by CLECs for trouble testing,
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is hereby DENIED; and it is

FURTHER ORDERED, that Verizon’s Mtion for Rehearing and/or
Reconsi deration of the July 6'" Order’s condition placed on
84.5.2.2.8.E to prohibit disruption of CLEC services during
Verizon instigated conduit rearrangenment is hereby GRANTED in
part; and it is

FURTHER ORDERED, that Verizon’s Mtion for Rehearing and/or
Reconsi deration of the July 6'" Order’s requirenent for
conpetitive bidding on certain collocation construction is hereby
DENIED; and it is

FURTHER ORDERED, that Verizon’s Motion for Rehearing and/or
Reconsi deration of the July 6'" Order that the Comn ssion
schedul e a conpliance hearing is DENFED, and it is

FURTHER ORDERED, that the rates approved herein are
effective July 6'", the date of our initial order, as discussed

above.
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By Order of the Public Utilities Conm ssion of New Hanpshire

this twenty-first day of Novenber, 2001.

Thomas B. Getz Susan S. Gei ger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Debra How and
Executive Director and Secretary
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NEW HAMPSHIRE

POWER COST

Power
MicroprocessorPlant (BUSS BAR)

Rectifiers

Batteries

Automatic Breaker

Power Distribution Service Cabinet

Emergencyengine Aurbine (auto start)

PowerP lant Investment-PER AMP

72

AMP
Material
Unit Investment Per AMP

Quantity
AMPS per unit
Tot. AMPS
Utilization
Material
TotalInvestment
Unit Investment Per AMP

Strings
AMPs per String
Tot. AMPS
Total Investment
Unit Investment Per AMP

AMP perBreaker
Total Investment
Unit Investment Per AMP

Amps
Material
Unit Investment Per AMP

AMP Capacity
Utilization
Utilized AMP S
Emerg. Engine Invest.
Conduit/Emer Lights
TotalInvestment
Unit Investment Per AMP

Installation Factor
InPlace Power Investment
Annual Carrying Charge Factor
AnnualPowerCost
Building Factor
Building Investment
Annual Building Carrying Charge Factor
Annual Building Cost
Annual TELRIC Cost
Joint& Common Cost Factor
AnnualJoint&Common Cost

Recurring AnnualCost per AMP - Greater Than 60 Amps

Mo nthly Recurring Cost Per Amp>60

B attery Distribution Fuse Bay

Amp Capacity
Material
Unit Investment Per AMP
Installation Factor
InPlace Power Investment
Annual Carrying Charge Factor
AnnualPowerCost
Building Factor
Building Investment
Annual Building Carrying Charge Factor
Annual Building Cost
Annual TELRIC Cost
Joint& Common Factor
AnnualJoint&Common Cost
BDFP costper AMP

Recurring AnnualCost per AMP -Less Than or Equalto 60 AMP S

Mo nthly Recurring Cost Per Amp<60

L1
L2
L3

L4
L5
L6
L7
L8
L9
L10

L11
L12
L13
L14
L15

L16
L17
L18

L19
L20
L21

L22
L23
L24
L25
L26
L27
L28

L29
L30
L31
L32
L33
L34
L35
L36
L37
L38
L39
L40
L41

L42
L43
L44
L45
L46
L47
L48
L49
L50
L51
L52
L53
L54
L55
L56
L57

.62*Material
L2/11

L4*L5
(L4-1)*L5/L6
.62*Material

L8/L7

L9/L6

L11*L12
.62*Total Investment
L14A13

.62*Total Investment
L17A16

.62*Material
L2019

L22*.23
.62*Emerg. Engine Invest.
.62*Conduit/Emer Lights

L25H.26

L2724

L3+L10H 15H 18+21H28
ORDER
L29*L30
L31*L32

L31*L34

L35*L36
L33+H37

(L39*L33)+L39*L37)
L38+.40

L41/12
.62*8181
L4342

Order
L44*L45
L46*L47

L46*L49

L50*L51
L48H52

(L54%1L52)(L54*48)
153455
L41456

L5712

Urban Suburban Rural
2,600 2,600 1,200
$10,486 $7,402 $5551
$4.03 $2.85 $4.63

5 6 5

200 200 200
1,000 1,200 1,000
0.800 0.833 0.800
$18,505 $22,021 $18,505
$23,131 $26,425 $23,131
$23.13 $22.02 $23.13
3 4 3

310 310 310

930 1,240 930
$24,981 $32,630 $24,981
$26.86 $26.31 $26.86
1,200 800 400
$24,673 $21,589 $12,337
$20.56 $26.99 $30.84
800 400 400
$2,467 $2,282 $1,665
$3.08 $5.71 $4.16
1,216 868 278
0.70 0.70 0.70
851 608 195
$23563 $20,972 $13,262
$18,505 $15421 $12,337
$42,068 $36,393 $25,598
$49.42 $59.86 $131.27
$127.09 $143.73 $220.90
1.36 1.36 1.36
$172.85 $195.47 $300.42
0.1618 0.1618 0.1618
$27.97 $31.63 $48.61
0.1406 0.1406 0.1406
$24.30 $27.48 $42.24
0.2174 0.2174 0.2174
$5.28 $5.97 $9.18
$33.25 $37.60 $57.79
0.0948 0.0948 0.0948
$3.15 $3.56 $5.48
$36.40 $41.17 $63.27
$3.03 $3.43 $5.27
800 800 800
$5,046 $5,046 $5,046
$6.31 $6.31 $6.31
1.36 1.36 1.36
$8.58 $8.58 $8.58
0.1618 0.1618 0.1618
$1.39 $1.39 $1.39
0.1406 0.1406 0.1406
$1.21 $1.21 $1.21
0.2174 0.2174 02174
$0.26 $0.26 $0.26
$1.65 $1.65 $1.65
0.0948 0.0948 0.0948
$0.16 $0.16 $0.16
$1.81 $1.81 $1.81
$38.21 $42.97 $65.08
$3.18 $3.58 $5.42
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