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PROCEDURAL HI STORY
The New Hanpshire Public Utilities Conmm ssion
(Comm ssion) issued Order No. 23,738 on July 6, 2001 (July 6t"
Order), ruling on the pricing nethodology and the ternms and
conditions of a Statenent of Generally Avail able Terns (SGAT)
filed by Bell Atlantic, the predecessor in interest of Verizon
New Engl and, Inc. d/b/a Verizon New Hanpshire (Verizon).
Wthin the statutorily prescribed tine linmtation several

parties to the docket noved for reconsideration of the July 6"

Or der.

On November 21, 2001, the Comm ssion issued Order
No. 23,847 ruling on all issues for which it received a Mtion
for Reconsi deration (Reconsideration Order). On Decenber 21,

2001, Verizon filed a Mdtion for Rehearing and/ or
Reconsi deration of certain portions of the Reconsideration

Order (Motion for Reconsideration). On January 4, 2002, the
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O fice of Consunmer Advocate (OCA) filed a letter arguing that
Verizon’s notion for reconsideration is untinmely, and that the
Comm ssion lacks jurisdiction to entertain the notion. On
January 8, 2002, Freedom Ri ng Conmunications, L.L.C d/b/a Bay
Ri ng Comruni cati ons (Bay Ri ng) and DI ECA Comruni cations, Inc.,
d/ b/ a Covad Communi cati ons Conpany (Covad) (collectively the
Joint CLECs) filed an Opposition to Verizon’s Mtion for
Reconsi deration and Clarification. On January 24, 2002,
Verizon replied to the OCA's January 4 letter, arguing that it
was untinmely filed, and further arguing that the Comm ssion
may entertain the Mtion for Reconsideration.

In its Mdtion for Reconsideration, Verizon argues
that in addressing its request for reconsideration of power
charges, which the Commi ssion initially denied, the
Commi ssion, for the first tinme, set about to determ ne DC
power rates. In so doing, Verizon argues, the Comm ssion
erred in several respects which resulted in unreasonably | ow
power costs. Specifically, Verizon asked 1) that the
Conmmi ssion reconsider its decision to require an installation
factor different than that originally proposed by Verizon in
its DC power cost study; 2) that the Conm ssion clarify that
Verizon could charge a statew de averaged rate for DC power,

rather than the rates cal cul ated by density zone; 3) that the
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Comm ssi on adj ust the anps over which the remaining |evel of
i nvestnent is spread once the total power investnment is
reduced by the amount of power costs recovered in swtching;
and 4) that the Conm ssion correct the method of applying the
joint and common cost factor.
1. POSITIONS OF THE PARTI ES
A. Installation Factor

In the Reconsideration Order, the Comm ssion
rejected Verizon’s installation factor of 2.8912 and opted to
use the approved switch installation factor of 1.36 for power.
Verizon argues this is contrary to the evidence and conpletely
unsupported by the record. In its Mtion Verizon refers to
the record on this point to show that with respect to power
pl ant, installation activities included not only installation
of the equi pnment but also the placenent and materials for
power cables and racking. Exh 43 at 21.

The Joint CLECs point out that neither the direct
testinmonies that Verizon cites in its Mtion, nor any other
pl ace in the record, provides support for its installation
factor of 2.8912. Rather than provide support for the
installation factor, according to the Joint CLECs, the Verizon
citations nmerely describe the nethodol ogy by which the

install ation factor is cal cul at ed. In fact, the Joint CLECs
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argue, the testinony of Stanley Baker does not even describe
t he nmet hodol ogy for calculating installation factors for
collocation; it is instead devoted to supporting UNE rates -
specifically unbundl ed tandem swi t chi ng.
B. Statew de Averaged Power Rate

Verizon requests that the Commi ssion clarify its
ruling on DC power rates by stating that Verizon should be
usi ng statew de, not deaveraged rates, for DC power. While
Veri zon presented DC power costs for each zone, Verizon did
not propose using deaveraged rates and points out that no
ot her collocation rate differs anong zones. Further, the
rates charged to date have been statew de averaged rates for
DC power.

The joint CLECs oppose Verizon's request to only
of fer statew de averaged rates for DC power. The Joint CLECs
argue that inasmuch as Verizon provided the data necessary to
det erm ne geographically deaveraged rates and the Conm ssion
cal cul at ed new deaveraged rates, the conpetitive marketpl ace
is best served by retaining the deaveraged rates. The Joint
CLECs point to the FCC' s Local Conpetition Order which says at
par agraph 764 that “[D]eaveraged rates nore closely reflect
t he actual costs of providing interconnection and unbundl ed

networ k el enments” and at paragraph 622 that “incunbent LECs’
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rates for interconnection and unbundl ed network el ements nust
recover costs in a manner that reflects the way they are
incurred.” Thus, according to the Joint CLECs, the interests
of conpetition are best served by deaveraging rates to the
extent that it is not adm nistratively burdensone to do so and
t hat because the rates have been cal cul ated on a deaveraged
basis, they should not be averaged.
C. Reduction in Power I|nvestnent

Veri zon contends that because the Comm ssion reduced
the total power investnent by about 38% in its Reconsideration
Order, based on its finding that this amount of investnment was
al ready recovered from sw tching charges, the Conm ssion
shoul d renove the anps of power used by the switches fromthe
power cost analysis. Wthout such an adjustnent, Verizon
argues, the per-anp cost will be understated because nore
anperage i s assunmed than the | ower |evel of investnent is
i ntended to support. Verizon suggests, since there are no
specific data concerning switch power usage, that a reasonable
solution for matching investnment with power capacity is to
reduce the total anps by the same 38% reduction in investnent
assunmed in the Reconsideration O der.

The Joint CLECs did not specifically address the
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reduction in power investnent.
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D. Application of the Joint and Common Cost Fact or

Verizon asserts that the Joint and Common cost
factor (J&C factor) is already an annualized figure and that
it should be applied to the in place investnment in order to
properly determ ne the annual joint and comon costs. Verizon
argues that its witness, M. Baker testified that he
cal cul ated “annual” carrying charge factors, which include the
J&C factor (Exh 63 at 6) and that the work papers Exh 43,
Attachment E, page 23 clearly denonstrate the factor was
devel oped to produce an annual figure.

The Joint CLECs did not specifically address the
Joi nt and Conmon Cost Factor.
I COVM SSI ON ANALYSI S

We first address the procedural question raised by
the OCA. It is not necessary to address Verizon’s claimthat
OCA’ s January 4, 2002 letter was untinmely filed, because we
reject its conclusion for other reasons. OCA essentially
argues that in our Reconsideration Oder, Oder No. 23,847, we
addressed the issues raised by Verizon in its Mtion for
Reconsi deration of that Order. OCA argues that Verizon's only
recourse fromthat Order was an appeal to the New Hanmpshire
Suprenme Court. In another case OCA s argunment may contro

but, putting aside the question of differences between the
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topics covered in the Order and those raised in the Mdtion for
Reconsi derati on, case | aw makes it clear that the Commi ssion

has the authority to correct its own errors. Appeal of Wite
Ms. Educ. Ass’'n, 125 N.H. 771, 774 (1984), cited in Petition
of Ellis, 138 N.H 159, 160 (1993). While we reject Verizon's

arguments on three of its four points, Verizon does in one
case point the Comm ssion to a calculation error in Order No.
23,847 which we will correct in this Oder. W turn next to
the specific clains raised by Verizon in its Mition for
Reconsi der ati on.

We agree with the Joint CLECs that there is no
record basis to support Verizon's 2.8912 installation factor
for collocation power costs. In our July 6 Order, we found
there was no evidence on this record of Verizon’s increnental
cost for power and did not approve Verizon's power costs.
Upon reconsi deration, we determ ned that the evidence does
show an increnental need for power facilities, and we
attenmpted to properly calculate the TELRI C costs for such
power needs based on the evidence. As stated in our
Reconsi deration Order, Verizon's proposed power installation
factor is over twice as high as the installation factor

approved for switching costs, and represents the assunption
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that installation costs for power plant facilities are al nost

three tines the cost of the facilities thensel ves.
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VWil e Verizon argues that our use of the switch
installation factor is inappropriate, we do not find anything
in the record to justify Verizon’s proposed installation
factor, and continue to believe that proposed factor is
i mpr obabl e and unreasonable. Verizon refers us to testinony
that says that installation factors use the | atest
installation costs (Exh 43 at 3) and that with respect to
power plant, installation activities include not only
installation of the equi pnment but also the placenent and
mat erials for power cables and racking (Exh 43 at 21).

Verizon does not refer us to a place in the record that
supports the latest installation costs and we do not find that
pl acenent of materials for power cables and racking supports a
finding that installation of power equipnment is nore expensive
than installation of switch equipnment. W deny Verizon's
request for reconsideration of the installation factor.

Wth respect to power cost geographic deaveraging,
Verizon’s witness testified that power costs “were determ ned
by density zone because they vary significantly by zone.”

Exh. 43 at 22. Verizon initially calculated the rates on a
deaveraged basis, by density zone. A deaveraged rate
structure is nore reflective of cost and requires no

additional work to inplenment. We therefore clarify our
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Reconsi deration Order to require Verizon to offer DC power on
a deaveraged basis. W do not expect the deaveraging of this
one factor to have a major inpact on the attractiveness of
rural areas to Verizon’s |ocal exchange conpetitors. The

| arger questions raised by geographi c deaveragi ng of costs
shoul d be addressed in a nore conprehensive manner in a

di fferent proceeding.

Wth regard to Verizon’ s suggestion to devel op per-
anp rates by reducing the anps in the denom natior by 38% we
find that it would negate the renoval of the double recovery.
Applying a 38% reduction in the denom nator with the 38%
reduction in the nunmerator mathematically equates to an
adj ustment of the rate by multiplying it by one, and produces
a per anp investnment identical to that originally proposed by
Veri zon. As we found in our Reconsideration Order, the per
anp investrment initially proposed by Verizon produces a
doubl e-counting of the power costs recovered in swtching.
Verizon’s Mdtion for Reconsideration regarding the reduction
in power investnment is denied.

Finally, with regard to Joint and Comon costs, we
have determ ned that Verizon has brought to our attention a
conputational error in our Order on Reconsideration. Verizon

points to M. Baker’s statenent that “Joint and common costs
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have been allocated to TELRIC i nvestnents through annual
carrying charge factors” (Exh 63 at 6), and argues that this
denonstrates that the joint and common cost factor is an
annual carrying charge factor. W do not find this statenent
di spositive. However, Verizon also cites Exhibit 43,
Attachment E, Page 23 as the workpaper that develops a ratio
of one year’s joint and common expenses to booked i nvest nent
for 1996. This ratio is nultiplied by a Gross Revenue Loadi ng
factor on Exhibit 43 Attachnment C, Workpaper |, Part F to
produce a factor that, when nultiplied by investnment, results
in an annual cost attributed to joint and commpbn expenses.
Because the joint and compn cost factor thus derived is an
annual i zed factor, it is correct to apply this ratio to the

i n-place power investnment in order to produce an annual | oint
and common cost associated with power investnent, as Verizon
proposed, rather than double-counting the annualization, as we
did in our Order No. 23,847 cal cul ation.

During our careful review of the record on this
point, we also determ ned that during the hearings on the
under | yi ng docket, Verizon had put into evidence an updated
wor kpaper, Exhibit 63, Attachment E, Page 51, which cal cul ates
the ratio of joint and conmon expenses to booked i nvest ment

for 1997. Using the 1997 data, the J&C factor is reduced to



Dr 97-171

13

0. 0600 after applying the G oss Revenue Loading factor. W
find it reasonable to use the updated factor based on the 1997
data. We will grant Verizon’s Mtion for Reconsideration on
how the factor is applied, using the factor devel oped fromthe
nost recent data on the record. This produces nonthly

recurring power rates as foll ows:

Ur ban Subur ban Rur al
Cost/ Anp > 60 Anps $3.53 $3. 99 $6. 13
Cost/ Anmp <= 60 Anps | $3.71 $4. 18 $6. 32

Based upon the foregoing, it is hereby

ORDERED, that our Order No. 23,847 is clarified to
require Verizon to offer DC power as deaveraged rates; and it
S

FURTHER ORDERED, that the Mtion for Reconsideration
and/ or Rehearing filed by Verizon on the installation factor
and reduction in power investnent is hereby DENIED; and it is

FURTHER ORDERED, that Verizon’s Motion for

Reconsi deration of the application of the joint and conmon
cost factor is GRANTED and the resulting rates are as
specified above; and it is

FURTHER ORDERED, that Verizon file conpliance pages

containing the rates approved herein, effective July 6'", the
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date of our initial order, and consistent with our

Reconsi derati on Order.
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By Order of the Public Utilities Comm ssion of New

Hampshire this fourth day of February, 2002.

Thomas B. Getz Susan S. Ceiger Nancy Brockway
Chai r man Conm ssi oner Conmi ssi oner

Attested by:

Debra A. How and
Executive Director and Secretary



