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GLOSSARY OF ACRONYMS

ACL et Atlantic Connections, Ltd.

ADSL Asynchronous Digital Subscriber Line

A technology to access the backbone network, ADSL provides very high capacity transmission
over relatively short local loops. It isintended for gpplications requiring a high-speed
downstream channdl, ideal for one way applications like video. It supports voice, data, and
video transmission a speeds of 6 Mbps downstream and 16 - 64 kbps upstream.

ARMIS ... Automated Reporting Management Information System

An FCC-mandated system for collecting and making public certain financid and operationd
data from the largest carriers, begun in 1987. Since 1992, ARMIS reports include service
quality and network infrastructure information.

ATET o AT&T Communications of New England, Inc.
BayRiNg.....oovviii Freedom Ring Communications, L.L.C., d/lb/aBayRing
CATC o Carrier Account Team Center

One of the work centers Bell Atlantic established to ddiver UNEs. The CATC personne
interact directly with CLECS personndl.
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CB .o Coordination Bureau

Another one of the work centers Bell Atlantic established to deliver UNES. Thisone
coordinates the Bell Atlantic workers providing servicesto CLECS, i.e. hot cuts, etc.

CCIBC . o Current Cost to Book Cost

A ratio used to determine forward-looking building costs per square foot for collocation

purposes.
CLECS it Compstitive Local Exchange Carriers
GO ottt Centrd Office
CP R .ttt Continuing Property Records

Records carriers are required to file with the FCC and with the NHPUC pursuant to FCC
Rules, PART 32, and the PUC’s Chart of Accounts. CPR is compiled on the basis of origina
cost and includes the identity, vintage, location and cost of units of property, the ongoing
transaction activity regarding such units, and other information needed to support regulatory,
cog, tax, and other accounting information needs and requirements.

DCAS . Direct Customer Access System
The BA software system that provides CLECs with eectronic interaction with BA’s OSS.

DTE ...t Massachusetts Department of Telecommunications and Energy

B A Engineering and Adminigration

The term meaning the tasks BA datesit must under taketo E & A provide collocation.

GlIGS .o Gigabytes of Memory
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A measurement of computer capacity.
GR-303 . . . it (no red trandation)

Digital loop carrier technology optimized for ISDN services, permitting additiona
electronic provisoning cgpability a remote terminds.
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Vi
GUI Graphica User Interface
The electronic computer software program by which the Bell Atlantic provides CLECs access
to UNEs.
HALS0a . .. Hatfield Associates Inc. 5.0a.

The acronym to denote the costing model presented by AT& T, which was devel oped by
Hatfidd Associates Inc. The iteration advocated in this docket is known as HAI 5.0a

HDSL oo High-bit-rate Digital Subscriber Loop

A technology for accessing the backbone network, a more cost effective way of providing T-1
local loop circuits than ADSL- - but dower than ADSL.

ICOS . ottt I ndependent Telephone Companies

Incumbent loca exchange carriers which are not Bell Operating Companies. In New
Hampshire and in this docket, they include Granite State Telephone Company,
Merrimack County Telephone Company, Contoocook Valley Teephone Company,
Wilton Telephone Company,

Hollis Telephone Company, Dunbarton Telephone Company,

Northland Teephone Company, Bretton Woods Telephone Company,

and Dixville Tdephone Company.

IDLC . Integrated Digita Loop Carrier

Digita Loop Carrier Systems concentrate traffic from multiple digital carrier linesinto T1s.
Unlike Universd Digital Loop Carrier, IDLC removes the need to convert the sgnd from
andog to digitd in the CO. IDLC enables carriers to expand economically- -without upgrading
COs or adding wire and equipment. IDLC uses T1 linesto free up copper wire pairs and
increase the traffic capacity of the network.

ILEC . Incumbent Local Exchange Carriers

ISDN Integrated Services Digita Network
A suite of fully digital technologies for transmission, switching, sgnaling and contral. It offers
improved bandwidth, flexibility, and reliability. However, it developed dowly and by differing

standards (and at unattractive rates) and failed to secure a place in the market. 1ISDN-BRI and
ISDN-PRI are newer forms. ISDN has much less bandwidth than ADSL and ISDN isadid-
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Vi
up service intended for periodic use, whereas ADSL is adedicated line better for internet

access. 1SDN isaswtiched service 0 it can call and receive cdls from anyone; ADSL relies
on the service provider to connect named others.

MIPS oo Millions of Instructions Per Second

MLAC - Mechanized Loop Administration Center

One of the six work centers BA established to enable ddivery of UNEs.

NECTA . ot e New England Cable Televison Association, Inc.
NID oottt Network Interface Device
N RCS - ottt Non-Recurring Costs

The onetime cogs incurred by Bell Atlantic in order to implement serviceto aparticular CLEC
end-user by providing UNEsto a CLEC..

NYNEX or Bdl Atlantic .................. ..., New England Telephone & Telegraph Co.
NYPSC . ..o New Y ork Public Service Commission
NY T New Y ork Telephone

OCA . New Hampshire Office of Consumer Advocate
0SS Operational Support Systems

The electronic systems designed to carry out the functions required for interconnection between
cariers, i.e. preordering ordering, provisoning, maintenance, repairs and billing.

PO T e Point of Termination

A POT frameisareay rack that houses the termination equipment used to provide the access
connection between the CLEC' s equipment and that of Bell Atlantic.
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RBOC. . . Regiona Bell Operating Company

RS . i Recurring Codts

The prices Bdll Atlantic charges for UNEs.
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RCMAC .. Recent Change Memory Administration Center

Another of the work centers established by Bdll Atlantic to enable ddivery of UNESs.

g Remote Terminals
RTU ot Right to Use
SCIS e Switching Cost Information System

Bdl Atlantic' s software program by which it proposes to price switching RCs.
SGAT it Statement of Generdly Available Terms

VIS ot it Subject Matter Experts

SONET .« Synchronous Optica Network
The standard for fiber-optic backbone networks. A highly redundant system, it permits
interconnection and interoperability, endorsed by the ITU. The optima configuration isadud,
counter-rotating ring.

TACE - Teecommunications Act of 1996

TELRIC ..o Total Element Long-Run Incremental Costs
The types of costs by which the FCC determined that states could determine prices for UNES.
Subsequently appedled, and in aremand order issued by the 8" Circuiit, found to beillegd
under the TAct.

TOC Task Oriented Costing

TRA o Tdecommunications Resdllers Association

UDLC ..ot e Universal Digital Loop Carrier
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Digita Loop Carrier Systems concentrate traffic from multiple digital carrier linesinto T1s.
Unlike IDLC, UDLC requires eectronics in the CO convert the sgnd from digita to andog in
the CO.
UNES -t ti ittt et e et Unbundled Network Elements
Vanguard . . .. ..o Vanguard Cellular Financia Corporation

1Y 4115 Vitts Corporation
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| NTRODUCTI ON

The first conprehensive tel econmuni cations | egislation
since 1934, the Tel ecommuni cati ons Act of 1996! (TAct), was
signed into law on February 8, 1996. Fundanmentally changi ng
the basis of tel ecommunications regulation, the TAct seeks to
utilize the discipline of the marketplace to stinulate
t echnol ogi cal innovation, efficiency, and inprovenents in
service quality and reliability. One of the two principal
goal s of the tel ephony provisions of the TAct is to open the
| ocal exchange and exchange access nmarkets to conpetition.?
Under the provisions of 8251(c), the main method the TAct
provides to facilitate conpetition is to require |Incunbent
Local Exchange Carriers (ILECS) to enter into interconnection
agreenments with new entrants (Conpetitive Local Exchange
Carriers [CLECs]).

Anot her means for enabling entry into the | ocal exchange
mar ket i s under Section 252(f) which permits an I LEC to
prepare and file with a state commi ssion a Statenent of

Generally Available Terms (SGAT), prescribing its general

1 Tel ecomuni cations Act of 1996, Pub. L. No. 104-104, 110 Stat. 56,

codified at 47 U.S.C. 88151 et seq. Hereinafter, all citations will be to the
nunbered sections of the TAct as first published, not as codified.

2 Joint statement of managers, S.Conf. Rep. No. 104-230, 104!" Cong. 2d
Sess., at 1 (1996). The second goal is to pronobte innovation and investnent
by all participants in the tel ecommuni cati ons narket pl ace.
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terms and conditions for interconnection. The instant docket
was undertaken to review and establish Bell Atlantic’s® SGAT.
Whil e the Comm ssion derives its authority to review the SGAT
from New Hampshire enabling |l aws, we here follow the Tact, as
interpreted by FCC rules and orders and federal court orders.
As further described in Section I, at page 8, as we noted in
Order No. 22,692, Bell Atlantic’s filed SGAT has been in
ef fect pending the final outcone of this case. However, we
are not aware of any CLEC currently taking service under the
filed SGAT. In addition, numerous CLEC-specific
i nterconnecti on agreenents have been negoti ated, and many
CLECs are taking access service under their terms.

As required by the statute, the Federal Conmunications
Comm ssion (FCC) initiated several rul emakings to inplenent
the various sections of the TAct. In its First Report and

Order, Inplenmentation of the Local Conpetition Provisions in
t he Tel ecommuni cati ons Act of 1996, issued on August 8, 1996
(hereinafter, Local Conpetition First Report and Order), the

FCC set out an extensive set of rules governing the |ILECs’

3 Effective in 2000, New Engl and Tel ephone and Tel egraph Conpany d/b/a
Bel | Atlantic nmerged with GIE, and it is currently naned Verizon New Engl and,
Inc. d/b/a Verizon New Hanpshire. For clarity, we refer to the conpany as
Bel | Atlantic because that was the nane of the conpany when this docket was
filed.
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obligations to open their |local networks.4 The Local
Conpetition First Report and Order adopted rules relating to
t he manner and degree of required network unbundling, costing
and pricing nethodol ogi es, interconnection, and resal e of
retail services.

Fol l owi ng the adoption of the Local Conpetition First
Report and Order, certain ILECs and state conm ssions filed
vari ous appeals of the rules, which were then consolidated in
the Eighth Circuit of the United States Court of Appeals. The
Eighth Circuit permanently stayed several provisions of the
Local Conpetition First Report and Order on July 18, 1997, a
deci sion that was | ater anmended on rehearing, October 14,
1997, lowa Utilities Board v. FCC, 120 F.3rd 753 (8th
Cir.1997) (hereinafter, lowa I).

The United States Suprene Court granted several parties’

requests for review of lowa I. On January 25, 1999, the

4 npl enentati on of the Local Conpetition Provisions of the
Tel ecommuni cations Act of 1996, CC Docket No. 96-98, First Report and O der,
11 FCC Rcd 15499, 15509 (1996) (Local Conpetition First Report and Order),
aff’d in part and vacated in part sub nom Conpetitive Tel ecommuni cati ons
Ass’n v. FCC, 117 F.3d 1068 (8! Cir. 1997) (ConmpTel v. FCC) and lowa Wils.
Bd. v. FCC, 120 F.3d 753 (8'" Gir. 1997) (lowa Wils. Bd. v FCO), aff’'d in
part and remanded, AT&T v. lowa Wils. Bd., 525 U S. 366, 119 S. C. 721
(1999), vacated in part sub nom lowa Wils. Bd. v. FCC, No. 96-3321 (8th Gr.
July 18, 2000), FCCv. lowa Wilities Board, 121 S.Ct. 878, cert. granted
(U.S., Jan. 22, 2001) (No. 00-587). Oder on Reconsideration, 11 FCC Rcd
13042 (1996), Second Order on Reconsideration, 11 FCC Rcd 19738 (1996), Third
O der on Reconsideration and Fourth Further Notice of Proposed Rul emaki ng, 12
FCC Rcd 12460 (1997), further recons. pending.



DE 97-171

5
Suprene Court upheld rmuch of the Local Conpetition First

Report and Order in its order in AT&T v. lowa Utilities Bd.,
119 S. Ct. 721 (1999) (lowa Il). In lowa Il, the Suprene Court
upheld the majority of the FCC s rules inplenenting 8251 of
the TAct. O particular relevance to this docket, lowa I
reversed the Eighth Circuit’s holding that the FCC had no
jurisdiction to design a pricing nethodol ogy. The Suprene
Court remanded the case to the Eighth Circuit for review on
the merits of the pricing nethodol ogy.

On remand, the Eighth Circuit considered the FCC s
pricing nethodology on the nerits, lowa Utilities Board, et

al. v. FCC, 219 F.3d 744 (8" Cir. July 18, 2000) (hereinafter,

lowa I11), using the standards set out in Chevron U S. A Inc.
v. Natural Resources Defense Council, Inc., 467 U S. 837, 842-
43 (1984). lowa Il vacates 47 CFR 851.505(b) (1) which spells

out the FCC s pricing nmethodology. It holds that the rule
violated the plain meaning of the TAct by reflecting the costs
of supplying a “hypothetical network.”

Qur analysis of the pricing proposals in this docket is
prem sed on a forward-I|ooking econom c cost nethodol ogy, as
set forth in the TAct and now interpreted in lowa Ill. Thus,
it is calculated to reflect the ILEC s actual increnental

costs in the future to serve conpetitors with the ILEC s
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network facilities, including whatever upgrades the |ILEC
chooses to inpl enment.

In lowa Il, the Suprene Court also directed the FCCto
conduct further proceedings to clarify the standards for
determ ni ng the unbundling obligations of 8251(c)(3). The FCC
conplied, issuing its Third Report and Order and Fourth
Further Notice of Proposed Rul emaki ng, |nmplenentation of the
Local Conpetition Provisions in the Tel ecommuni cati ons Act of
1996, CC Docket No. 96-98 (Novenber 5, 1999) (hereinafter,
Local Conpetition Third Report and Order).

It is inmportant to note that although the positions put
forth by the Parties and Staff, recounted below, reflect the
state of the law at the time of briefing in February 1999, the
entire body of case | aw di scussed above infornms our analysis
and deci si on.
| . PROCEDURAL HI STORY

On July 11, 1997, New Engl and Tel ephone and Tel egraph
Conpany, subsequently d/b/a Bell Atlantic and hereinafter
referred to as Bell Atlantic, filed with the New Hanpshire
Public Utilities Comm ssion (Comm ssion) a Statenment of
Cenerally Avail able Terms, pursuant to 8252(f) of the TAct.
The filing was made as part of Docket No. DE 97-013, a docket

t he Comm ssion opened on February 6, 1997 to investigate Bel
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Atlantic’s conpliance with 8271 of the TAct. Section 271 sets

out a fourteen point checklist of conditions that Regional
Bell Operating Conpanies like Bell Atlantic nust neet in order
to gain entry into the inter-LATA market.

The Commi ssion granted limted intervenor status to
Granite State Tel ephone Conpany, Merrimack County Tel ephone
Conpany, Contoocook Vall ey Tel ephone Conpany, W Iton Tel ephone
Conmpany, Hollis Tel ephone Conpany, Dunbarton Tel ephone
Conpany, Northland Tel ephone Conmpany, Bretton Wods Tel ephone
Conmpany, and Dixville Tel ephone Conpany (the |ndependent
Tel ephone Conpanies or 1 COs). The Conm ssion granted full
i ntervenor status to AT&T Communi cations of New Engl and, |nc.
(AT&T), MClI Tel econmuni cati ons Corporation (MClI), New Engl and
Cabl e Tel evi sion Association, Inc. (NECTA), Vanguard Cellul ar
Fi nanci al Corporation (Vanguard), and Vitts Corporation
(Vitts), by Order No. 22,531 (March 24, 1997) and Order No.
22,692 (August 25, 1997). The Commi ssion’s Order No. 22,692
om tted the Tel econmuni cati ons Resell ers Associ ation (TRA) as
a full intervenor despite TRA's notion for intervention in DE
97-013 filed March 28, 1997. By letter dated Septenber 24,
1997, the Conmm ssion acknow edged the om ssion and granted TRA

status as a full intervenor.
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On August 1, 1997, NECTA filed a Mdotion to Strike Bel

Atlantic’s SGAT filing as inappropriate in a 8271 anal ysis.
On August 16, 1997, Bell Atlantic filed a Mdtion in Response
to the Motion to Strike. By Order No. 22,692, the Conm ssion
denied the Mdtion to Strike but found that the SGAT shoul d be
revi ewed i ndependently of 8271 conpliance issues.
Accordingly, the Comm ssion transferred all pertinent filings
to this docket, DE 97-171, made all intervenors in DE 97-013
i ntervenors herein, and schedul ed a pre-hearing conference
date of Septenmber 9, 1997 for the newly opened DE 97-171. In
addi tion, the Comm ssion found that nore time than allotted by
§252(f)(3) of the TAct would be necessary for adequate review
of the SGAT. Therefore, the Conm ssion ordered that the SGAT
as filed by Bell Atlantic would automatically take effect,
wi t hout approval, pursuant to 8252(f)(3)(B) and that
Comm ssi on review woul d conti nue pursuant to 8252(f)(4),
t hereby postponing the exercise of its authority to approve or
di sapprove the SGAT until its review in this docket is
conpl ete, but not delaying Bell Atlantic’s introduction of an
SGAT tariff.

Order No. 22,692 stated that SGAT rates which go into
effect automatically pursuant to 8252(f)(3)(B) were to be the

equi val ent of tenporary rates under NH RSA 378: 27, indicated
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that a hearing on tenporary rates would be held, and requested
the parties and Staff to submt a procedural order including a
date for a hearing on tenporary rates. The foll ow up
procedural order does not address the issue of tenporary
rates. The procedural order submtted by Staff and certain
intervenors including Bell Atlantic and AT&T did not include
provi sion for a hearing on tenporary rates and the Comm ssion
had no reason to add such a provision sua sponte. The

Comm ssi on received no request then or subsequently to hold a
hearing on tenporary rates.

In response to notions, the Conmm ssion granted intervenor
status to RCN Tel ecom Services, Inc. (Cctober 27, 1997),
Freedom Ring Communi cations, L.L.C. d/b/a BayRi ng (BayRi ng)
(Novenmber 4, 1997), Atlantic Connections, Ltd. (ACL) (Novenber
21, 1997), and New Engl and Fi ber Conmuni cati ons (March 3,
1998) .

Bell Atlantic filed testinony on COct ober 2, 1997,
addi tional interconnection agreenment ternms and conditions on
Novenber 12, 1997, and a Cost Study on Decenmber 22, 1997. TRA
filed an Objection to Bell Atlantic’s Cost Study on January
13, 1998.

On January 15, 1998, Bell Atlantic filed a Mtion for

Confidential Treatnment of certain data responses. By Order
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No. 22,851 (February 17, 1998) the Commi ssion granted the

Motion for Confidential Treatnment along with a grant of
confidentiality for future simlar data responses.

Bet ween March 3, 1998 and March 10, 1998, testinony was
filed by Bell Atlantic, BayRing, AT&T, ACL, and Staff. On
March 24, 1998, AT&T filed a Motion for Confidentiality
regarding testinmony of one of its wi tnesses, which the
Commi ssion granted by Order 22,913 (April 30, 1998). Bel
Atlantic filed rebuttal testinmony on April 17, 1998; AT&T
filed Surrebuttal testinony on May 14, 1998. On May 8, 1998,
Staff filed its Cost Study, which was prepared by Ben Johnson
Associates, Inc., a consulting firm Bell Atlantic filed
suppl enmental testinony regarding collocation issues on May 15,
1998, and both Bell Atlantic and BayRing filed additional
testimony in Novenber of that same year.

The Conmm ssion divided the docket into Tracks 1, 2, and
3. Track 1 addresses Operational Support Systens (OSS) and
Non- Recurring Costs (NRCs). Hearings for Track 1 occurred on
May 19, 20, 21, 22, and June 10, 1998. Track 2 addresses
Recurring Costs; hearings for Track 2 were held on Septenber
1, 2, 3, and 4, 1998 and October 8 and 29, 1998. Track 3

addr esses Non-Cost |ssues.® On Decenber 3, 1998, the

5 Anot her docket opened recently, DT 01-006, Carrier to Carrier Metrics,
addr esses non-cost issues fromthe perspective of neasuring parity of
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Comm ssi on heard evidence regarding collocation, a Track 2
i ssue, and one non-cost issue, reciprocal conpensation. By
agreenment of the parties and Staff and with Conm ssion
approval, other Track 3 issues were submtted solely via
written testinmony and without briefs.

Briefs on Track 1 and Track 2 issues were filed by Bel
Atlantic, AT&T, BayRing, the O fice of Consuner Advocate
(OCA), and Staff on February 10, 1999. Reply briefs were
filed by Bell Atlantic, AT&T, Freedom Ring, and Staff on March
3, 1999.

Subsequent to the filing of briefs, both the OCA and AT&T
subm tted additional materials for the Conm ssion’s
consideration. The materials consisted of orders and reports
i ssued by the FCC, the Ninth Circuit Court of Appeals, and the

state public utilities conm ssions of Massachusetts, Vernont,
New Yor k, Rhode Island, Kansas, and Pennsylvania, as well as
copies of testinmony Bell Atlantic submtted to the New York
and Massachusetts comm ssions. W take official notice of

t hose docunents that are formal decisions of judicial and
quasi - judi ci al bodi es.

On February 1, 2000, BayRing filed a Mdtion for Relief,

concurred in by the OCA, Sprint, and TRA, requesting that (1)

performance, that is, whether the service Bell Atlantic provides to CLECs is
on a par with the service it provides itself.
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the rates to be determned in this docket be nmade retroactive
to the SGAT s effectiveness, and (2) conpetitors have the
option of buying services fromeither Bell Atlantic’'s tariffs
or fromthe SGAT. On March 6, 2000, Bell Atlantic filed a
Motion in Opposition to BayRing’s Request for Relief. By
letter fromthe Executive Director, the Conm ssion

acknow edged the nmotions and announced that an Order of Notice
woul d i ssue, subsequent to the issuance of the Conm ssion’s
decision in the instant docket, for a new docket to deal with
the issues raised in the notions.

On August 4, 2000, Bell Atlantic filed a new SGAT to take
into account the Supreme Court’s rulings in lowa Il, the
Eighth Circuit’s holdings in lowa Ill, and the FCC s Local
Conpetition Third Report and Order.

I'1. CONVERSANT MOTI ON TO | NTERVENE

On March 9, 2001, Conversant Communi cations of New
Hampshire, LLC (Conversant), filed a petition for |ate
intervention to this docket, pursuant to N.H Adm n. Rules
Chapter Puc 203.02. On March 19, 2001, Bell Atlantic objected
to the notion.

Conversant, an authorized CLEC in New Hanpshire since
Septenber 1998, argues that it is eligible to take service

fromthe SGAT and therefore has an interest in the outcone.
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Conversant’s petition agrees that it takes the record and the
procedural schedule as they are. Bell Atlantic objected to
the entrance of a new intervenor when the proceeding is al

but conplete. Bell Atlantic points out that Conversant’s
petition contains information not in the record and not

subj ect to cross-exam nati on.

The record in this docket is closed. Accordingly, we
wi Il not consider any of the material in Conversant’s petition
in our deliberations on this docket. W will grant
Conversant’s petition for intervention by its own ternms, that
is, with the record conplete and briefs filed before
Conversant’s intervention. As an intervenor, Conversant shal

receive notice of any further actions in this docket.



DE 97-171

14
I'11. DESCRIPTION OF THE TOPI CS GENERATI NG DI SPUTE

A. Operati onal Support Systens

Operati onal Support Systens (OSS) are systems designed to
support the functionalities of pre-ordering, ordering,
provi si oning, maintenance, repair, and billing. The Federal
Communi cati ons Conm ssion concluded that, in order to conply
fully with 8251(c)(3) of the TAct, an incunbent |ocal exchange
carrier nmust provide, upon request, nondiscrimnatory access
to its OSS, including access to internal gateway systens.
Local Conpetition First Report and Order, 1523. To do that,
Bell Atlantic devel oped a single nechanized interface, as
requested by the CLECs, to supply themw th the
functionalities currently performed by Bell Atlantic custoner
service representatives and repair personnel. In addition,
Bell Atlantic developed a Direct Custoner Access System and
Repair Trouble Adm nistration System and created |inks from
those two systens to a variety of other Bell Atlantic OSS
systens. These systens, in conjunction with security nmeasures
devel oped to protect CLEC privacy and billing system
devel opnents, are used to provide OSS to CLECs. Bell Atlantic
seeks to recover the costs of developing this system of access

to OSS. At issue here is the anbunt that Bell Atlantic should
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be permtted to recover and the method or rate design by which
recovery shoul d occur.

B. Non- Recurring Costs

Non-recurring costs (NRCs) are the one-time costs
incurred by Bell Atlantic in order to inplenment service to a
particul ar CLEC customer by providing various unbundl ed
network el enents (UNEs) to the CLEC NRCs i nclude the one-
time costs associated with the process by which CLECs order
specific UNEs from Bell Atlantic and the one-tine costs
associated with Bell Atlantic actually provisioning these
unbundl ed network el enments. Exanples of activities giving
rise to NRCs are: appointnment availability assessnment, address
verification, telephone nunber reservation, feature
availability assessnent, order entering, and order status
checking. Bell Atlantic submtted a Non-Recurring Cost Study
on July 11, 1997 and a revised NRC Study on February 4, 1998.
It anal yzes the one-tinme costs to Bell Atlantic of providing
| oop and transport facilities, line- and trunk-side
i nterconnection of the [ocal switch, trunk-side
i nterconnection of the tandem switch, and interconnection to
the Bell Atlantic signaling network. On March 9, 1998, Staff
filed testinony regarding Bell Atlantic’ s Non-Recurring Cost

Study. AT&T submitted its own Non-Recurring Cost Study on
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March 13, 1998. The issue is which cost study is nost
appropriate for the Comm ssion to use in setting non-recurring

costs for the SGAT.
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C. Recurring Costs

Recurring costs are the nmonthly prices which Bel
Atlantic will charge CLECs for the actual UNEs. The SGAT
deals with the costs Bell Atlantic proposes for the UNEs
identified in the Conm ssion’s CLEC rules, N.H Adm n. Rules
Puc 1311.01, i.e., network interface device (N D),
interoffice transm ssion facilities, tandem swi tching, | ocal
| oops, local switching, signaling systens and call-rel ated
dat abases, directory assi stance/operator services, and access
to OSS. The recurring costs nust conport with 88251 and
252(d) of the TAct. Bell Atlantic, AT&T, and Staff filed
Recurring Cost Studies and filed witten testinony by expert
w tnesses in support of the differing results of their
respective studies.

As a result of technical discussions, Staff and Bell
Atl antic reached agreenent on recurring charges for UNEs and
present ed evidence in support of the agreenent (Stipulation)
during hearings. AT&T objects to the Stipulation and
present ed evidence chall enging the Stipul ati on and supporting
its owmn Recurring Cost Study. By the tine issues were joined
in the briefs, all parties supported sone form of |oop cost

de- averagi ng by density.
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D. Col | ocati on

Section 251(c)(6) of the TAct requires an |ILEC to nmake
bot h physical and virtual collocation available to requesting
CLECs on just, reasonable, and non-discrimnatory terns.

Col l ocation refers generally to the placenment of a CLEC s
equi pnent in an ILEC s central office building for the purpose
of interconnection and access to unbundl ed network el enents.

I n physical collocation, the ILEC | eases space avail able
inits CObuilding to a CLEC for placenent of the necessary
equi pnent and provi des CLEC personnel access to the equipnent.
Physi cal collocation costs can be characterized as both non-
recurring and recurring costs. The non-recurring costs
consi st of construction |abor and material costs, and expenses
for engineering and adm nistration; recurring costs consi st of
carrying charges, annual building costs, and power costs. An
alternative is virtual collocation, which permts a CLEC to
pl ace transni ssion equipnent in relay racks in the same area
where sim |l ar equi pnent, owned by the ILEC, is placed. The
virtual collocation equipnent is purchased by the CLEC and
installed in a relay rack | ocated anong the ILEC s own digital
circuit equipnent. The CLEC transfers ownership of the
equi pment to the ILEC for $1 and the |ILEC maintains the

equi pmrent at the direction of the CLEC



DE 97-171

19
Section 251(c)(6) requires the ILECs to make both

physi cal and virtual collocation available to CLECs on just,
reasonabl e, and non-di scrimnatory rates, terns and
conditions. The parties differ on the cost of providing the
vari ous conponents of coll ocation.
E. Non- Cost | ssues

Non-cost issues deal with the adequacy of the SGAT to
insure that Bell Atlantic will provide the SGAT-tariffed
services in a non-discrimnatory manner. Section 252(f) of
the TAct requires an SGAT to conply with the requirenments of
8251; 8251(c)(2) conpels Bell Atlantic to provide CLECs
interconnection with the Bell Atlantic network and access to
unbundl ed network elenments that is at | east equal in quality
to that provided to itself or to any subsidiary, at reasonable
and non-discrimnatory rates. Sinply put, the SGAT nust not
contain ternms for CLECs that are unjustifiably different than
the ternms by which Bell Atlantic provides service to itself;
t he SGAT nust be fair on its face, providing CLECs with non-
di scrim natory access to services which are on a par with the
services Bell Atlantic provides itself.

Staff, AT&T and BayRing claimthat Bell Atlantic’s SGAT
filing is insufficient to enable non-discrimnatory service.

They assert that additional terns are necessary, such as
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provi sioning intervals (time-frames within which Bell Atlantic
must acconplish particular tasks), clearly-defined ordering
priorities, requirements for prior notice of service
di sconti nuance or rejection, tinmely provision of billing
information and a billing verification process, and a dispute
resol uti on process. AT&T argues that Bell Atlantic nust
denonstrate that its SGAT offerings are currently obtainable
by conpetitors and are not nere paper prom ses.
V. POSITIONS OF STAFF AND PARTI ES AND COWM SSI ON ANALYSES

A Oper ati onal Support Systens

1. Bell Atlantic - OSS

Bell Atlantic proposes to recover $108.2 mllion in
expenditures it incurred to nodify its OSS and to devel op new
systens for providing CLECs with access to the Bell Atlantic

OSS that covers Bell Atlantic's footprint (New York and New

England). In addition, Bell Atlantic proposes to recover
$18.5 million in annual costs to maintain the CLECs’ access to
0SS, and $8.1 million in annual costs to maintain the Resale
Service Center. The $8.1 mllion, which will be recovered

only fromresellers, is not in dispute.
The devel opnent costs of $108.2 million include costs for
OSS access specifically related to the five OSS

functionalities, as well as for certain operator services
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capabilities (brandi ng/unbrandi ng, interfaces to Wite Pages
listings and direct access to Directory Assistance),

custom zed routing capability, and the establishment of the
Resal e Service Center and Carrier Account Team Center. Bell
Atlantic arrived at the figure by identifying the actual
expenses and capital requirenments incurred in 1996 to create
t he necessary capabilities within the OSS and Service
Managenment System and adding the 1997 budgeted expense and
capi tal amounts where work renmmi ned to be conpleted at the
time of the Bell Atlantic OSS cost study.

The proposed annual ongoi ng costs, excluding the $8.1
mllion associated with the operations of the Resale Service
Center, include the capital-related expenses for general
pur pose conputers, the system and hardware mai ntenance costs,
and the processing costs associated with the ongoing provision
of call usage detail information and custoner service record
retrieval

Bell Atlantic proposes to recover its clainmed OSS costs,
bot h devel opnent and ongoing costs, through a conbi nation of
fixed nonthly charges and per-transaction charges. Bell
Atlantic’s proposed fixed nonthly charges of $4,777 for CLECs
and $2,383 for resellers were designed to collect 20% of the

devel opnent costs, and woul d cease after five years, based on
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a projection of the nunber of conpetitive carriers Bell
Atlantic anticipated will enter the regional market. Bel

Atl antic proposes to recover the remining 80% of the

devel opnent costs and the ongoing costs via a transaction
charge. For the first seven years the transaction charge
woul d be $1.15. O that, 76 cents would recover devel opnent
costs and 39 cents would recover ongoing costs. After seven
years the devel opment costs would have been totally recovered,
based again on a projection of the nunber of conpetitive
carriers Bell Atlantic anticipated would enter the regional
mar ket. Thereafter, transaction charges of 39 cents woul d
continue to recover Bell Atlantic’s annual ongoing OSS costs.
In order to insure recovery of the allowed costs, no nore and
no less, Bell Atlantic proposed to track the revenues and to
make appropriate md-course rate adjustnents so that recovery
of devel opnment costs is conpleted during the designated
recovery peri od.

Bell Atlantic intends to levy the nonthly charge on CLECs
and resellers based on their operation within the Bel
Atlantic territory, not based on their operations within a
particul ar state. Hence, a CLEC operating in all of the
states in the Bell Atlantic footprint or in nore than one

state would pay only one nonthly CLEC charge; i.e., payment of
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the charge grants the conpetitive carrier access to Bell
Atlantic’s OSS throughout the entire territory. |In order to
renmove the possibility that carriers in New Hampshire m ght
pay nore or even all of the entire devel opnent costs, Bel

Atl antic proposes that the Comm ssion inpose a cap, based upon
New Hanpshire' s percentage of access lines in the region

Bell Atlantic avers that the resulting New Hanpshire all ocated
portion of OSS devel opnment is $4.5 mllion.

Bell Atlantic argues that its OSS charges are reasonabl e,
appropriate, and conpliant with the FCC s forward-| ooking
costing nethodol ogy. According to Bell Atlantic, the FCC
requires that charges for UNEs nust be based upon costs
derived fromusing the nost efficient tel ecomunications
technol ogy currently avail able and the | owest cost network
configuration, given the existing |ocation of COs. Bell
Atlantic clainms that its OSS neets the FCC standard known as
Total Elenent Long-Run Increnmental Costs (TELRIC). As support
for its claim Bell Atlantic points out that no other party in
t he docket recommends or proposes an alternative OSS
architecture and that AT&T s cost nodel uses the same OSS
architecture as Bell Atlantic. Furthernore, the conpany
argues, its OSS cost study presents the increnmental cost

di fference between state-of-the-art OSS designed to provision
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Bell Atlantic retail custoners and state-of-the-art OSS
desi gned to provision nunerous carriers.

According to Bell Atlantic, its rate structure is fair,
reasonabl e, and in accord with cost-causation principles.

Bell Atlantic posits cost causation as the defining principle
for rate design: costs should be borne by the entities that
cause the costs. Resellers and UNE purchasers who will be
conpeting against Bell Atlantic’s retail marketing efforts are
the sole beneficiaries and the sole cost causers of the OSS
expenditures at issue in this docket, according to Bel
Atlantic. In Bell Atlantic’ s view, neither the new OSS
systens nor the nodifications to existing OSS woul d have been
made absent the TAct. Furthernore, Bell Atlantic clains that
none of the OSS devel opnent efforts enhanced its existing OSS
in any respect; nor will Bell Atlantic use the new systens in
connection with any of its own retail operations.

Bell Atlantic contests AT&T's argunent that conpetitive
neutrality concerns should outweigh the principle of cost
causation. The onset costs borne by conpetitive carriers
cannot be considered equal to those borne by Bell Atlantic.
Bell Atlantic’s involuntarily-incurred costs to establish
interface systens, mandated solely to enable nulti-carrier

access, far exceed the start-up costs incurred by conpetitors.
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Furthernore, Bell Atlantic avers that it will neither benefit
from nor use the new systens. Therefore, Bell Atlantic urges
the Comm ssion to reject rate designs that would force Bel
Atlantic to bear the costs of providing OSS access to CLECs
and resellers. Follow ng cost causation principles, Bel

Atl antic argues, does not rise to the level of a barrier to
entry; it is nerely allowing Bell Atlantic to recover the just
and reasonabl e cost of doing business.

Bell Atlantic also urges the Commi ssion not to base a
deci si on about OSS costs upon a m staken belief that the New
York Public Service Comm ssion (NYPSC) found that Bel
Atlantic’'s costs are overstated or flawed. According to Bel
Atlantic, the NYPSC only tenporarily denied cost recovery to
New York Tel ephone (NYT), based on Bell Atlantic/NYNEX nerger
conditions agreed to in New York.

The proposed on-going transaction costs, according to
Bell Atlantic, reflect: (1) general purpose computer
investment, and (2) annual system mai ntenance related to the
devel opnent of the new systens and to system nodifications, as
well as the carrying costs for accessing capital investnment.
CGeneral purpose conputer investnment neans equi pnent bought in
bul k and assigned to systens as needed, especially for storage

capacity and processing capacity (gigabytes of nenory and



DE 97-171

26

mllions of instructions per second, known as G Gs and M PS,
respectively). Bell Atlantic argues that general purpose
conputer investment should be cal cul ated at $3, 000 per G G and
$20, 000- 25,000 per MPS. Bell Atlantic argues that annual
system nmai nt enance costs should be cal cul ated based on a
factor of 15% of any initial program devel opment cost incurred
for billing and provisioning system upgrades.

Bell Atlantic admts that the NYPSC found that NYT failed
to neet its burden of proof with respect to its estinmate of
ongoi ng conputer costs associated with OSS access because NYT
did not provide industry guidelines or descriptions of
anal ogous situations to support the 15% factor it proposed.
However, since the close of the New York record, Bell Atlantic
asserts that it has identified evidence in the industry that
fully supports the 15% factor.

Wth regard to clains nade that its OSS costs should be
reduced to reflect savings anticipated as a result of the Bel
At anti c/ NYNEX merger or re-engineering savings, Bell Atlantic
argues that any savings to be realized in the future are
purely specul ative and therefore should not be used to offset

actual devel opnent expenses.

2. AT&T - OSS
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AT&T argues that Bell Atlantic has not conplied with

TELRI C princi pl es because its OSS charges are based on
hi storic costs that are not forward-1ooking. AT&T states that
Bell Atlantic has already recovered those costs from
rat epayers but that, even if Bell Atlantic had not already
been made whol e, these backward-I| ooking costs should not be
i nposed on conpetitors. Each carrier should bear its own
conpetition onset costs, according to AT&T; these OSS costs
are merely Bell Atlantic’s conpetition onset costs.
Alternatively, if Bell Atlantic is permtted an explicit
mechani sm for recovering these costs, AT&T declares that it
must be a conpetitively neutral mechani sm spreading the costs
to all access |lines regardless of carrier. Thereby, each
carrier would be responsible for a portion of the costs
determ ned by its nmarket share. AT&T further insists that
Bell Atlantic should spread the costs to access lines in the
Bell Atlantic-South states as well as those in Bell Atlantic-
Nort h®, thus reducing the total costs to be recovered in New
Hanmpshi re.

AT&T urges the Conmm ssion to reject Bell Atlantic’'s OSS

proposal as the NYPSC did. AT&T cautions that practical

6 When NYNEX nerged with Bell Atlantic, the former NYNEX states (Mine,
Vernmont, New Hanpshire, Rhode Island, Massachusetts, and New York) became
known as Bell Atlantic - North.
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problens will arise if any one state in New England were to
i mpl ement the proposal. Bell Atlantic’ s proposal to conduct a

true-up at a later date in order to allocate an unidentified
portion of the OSS costs to Bell Atlantic-South is
unacceptabl e to AT&T.

AT&T argues that a forward-| ooking, TELRIC-conpliant cost
study has to nodel anticipated future costs based on the nost
efficient avail able technology, rather than Bell Atlantic’'s
existing OSS infrastructure. Relying on historic costs to set
OSS rates would amobunt to a single-issue rate case rather than
a forward-1ooking cost study and should be rejected. In
addi tion, AT&T argues that Bell Atlantic should offset its
0SS costs with the estimated annual expense savings of $1.8
billion that are expected as a result of the NYNEX-Bel
Atl antic nerger.

AT&T asserts that Bell Atlantic failed to denonstrate
that the OSS costs it seeks to recover go beyond the upgrades
and nodifications to OSS that it ordinarily incurs annually
and recovers in retail rates. Ordinary conputer upgrades and
devel opnent expenses are not recoverable in SGAT charges;
hence, absent proof to the contrary, Bell Atlantic should not
be permtted to recover these costs via the SGAT, according to

AT&T. AT&T al so points out that Bell Atlantic’s on-going
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mai nt enance figure is nerely a percentage (15% of the total
devel opnent cost clains. The NYPSC rejected this percentage
factor and instead determ ned that 10%is an adequate estinate
of mmi ntenance costs.

AT&T clains that contrary to Bell Atlantic’s assertion,
the OSS costs are not caused by potential entrants but by the
Congr essi onal mandate for | ocal conpetition in the
tel ecomuni cati ons market. The TAct requires ILECs to provide
conpetitors with access to I LEC networks. Therefore, AT&T
contends that all end-users, including Bell Atlantic end-
users, are the intended beneficiaries of conpetition and
should ultimately bear conpetition onset costs. AT&T further
argues that Bell Atlantic itself benefits from making these
OSS i nprovenents because Bell Atlantic will gain the ability
to show that it has net the prerequisite access requirenents
of 8271 of the TAct. Thus, in addition to obtaining whol esal e
revenues, Bell Atlantic gains the ability to enter the |ong
di stance market. Accordingly, AT&T argues, if Bell Atlantic
is permtted to recover the costs, the charges shoul d be
i nposed in a conpetitively neutral manner on all carriers in
proportion to their total nunber of access lines. AT&T posits

that this would spread the costs anong all cost causers.
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As for Bell Atlantic’s proposal to inplenment transaction
charges, AT&T argues that OSS costs are one-tinme costs, and
not traffic sensitive. One-tinme costs recovered as per-
transaction charges will pose a barrier to entry, inhibiting
carrier entry into the market and inhibiting customer novenent
within the market. Furthernore, according to AT&T, the
severity of the barrier to entry will increase, AT&T avers, as
a result of Bell Atlantic’ s proposal to adjust the |evel of
onset cost charges in order to keep the recovery period
constant at seven years. The initial charges will suppress
entry to such an extent that there will be fewer entrants than
Bell Atlantic forecasts, necessitating an increase in the
charges and further discouraging entry.

AT&T suggests that the proposal to cap at $4.5 mllion
New Hanpshire’ s share of the total OSS devel opnment cost does
not alleviate the basic problemof barrier to entry.

According to AT&T, the proposal still fails to assess a fair
share of the onset costs to Bell Atlantic-South and also fails
to reduce the rates to correspond to the cap. Thus the
barrier to entry is maintained and, noreover, by virtue of the
constant time period, the barrier inposes its heaviest burden

on early entrants.
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Bell Atlantic’s proposed ongoing charge of 39 cents per
transaction for maintenance of OSS access, which is neant to
apply ad infinitum cannot be justified in a forward-I| ooking
envi ronnent. According to AT&T, the only justifiable charges
for OSS consist of 1.4 cents per transaction for central
conputer processing and 0.0104 cents per transaction for the
cost of storing transaction data. AT&T recommends that the
Comm ssi on decrease the 39 cent transaction charge to a 1.4104
cents per transaction charge.

3. BayRi ng - OSS

BayRi ng argues that Bell Atlantic’s proposal for
recovering OSS costs inproperly shifts Bell Atlantic s costs
of doing business to CLECs and di scri m nates against small er
CLECs to such an extent that smaller CLECs will be forced out
of the New Hanpshire market.

BayRi ng di sputes Bell Atlantic’'s claimthat CLECs are the
sol e cost causers, pointing out that the TAct requires Bel
Atlantic to open its OSS to conpetitors. 1In return, Bel
Atl antic, which | obbied in support of the TAct according to
BayRi ng, obtains the opportunity to qualify under 271 for

entry into the |ong-distance market from which it has been
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barred under the Modified Final Judgnment.’ BayRing posits

that the OSS enhancenents for which Bell Atlantic seeks
recovery are a prerequisite for 7271 authority and cites to
the NYPSC s ruling that 100% recovery from CLECs does not take
into account the benefits accruing to Bell Atlantic as a
result of conpliance. As evidence of another benefit accruing
to Bell Atlantic, BayRing refers to the public statenent by
Bell Atlantic’ s chairman that the conpany wants to be the
prem er provider of whol esale services in its territory.

BayRi ng’ s second argunent against Bell Atlantic’s
proposed OSS cost recovery is based on Bell Atlantic’s
adm ssion that the $108 mllion OSS devel opnent costs were
hi storical expenses incurred to nodify enbedded OSS and t hat
Bell Atlantic has already expensed them Furthernore,
according to BayRing, in 1996 in New Hanpshire, Bell Atlantic
recovered these costs at the sanme tine it enjoyed overearnings
above its allowed rate of return.

BayRi ng urges the Comm ssion to reject Bell Atlantic’'s
OSS cost recovery design because it is unfair in several ways.
According to Bay Ring, the OSS cost recovery proposed:

unfairly opens the possibility that one state could be

" Modi fied Final Judgnment — refers to the order issued by Judge Green in
the 1984 AT&T divestiture case that created the seven Regional Bell Qperating
Conpani es, who were limted to providing |ocal and intra-LATA services and
barred from providing inter-LATA
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responsible for the entire $108 mllion, constitutes a one

i ssue rate case, fails to use the anticipated $1.1 billion
annual nerger savings to offset the OSS costs, and

di scri m nates against small carriers in rural states. Small
carriers |like BayRi ng woul d, under Bell Atlantic’ s recovery
desi gn, pay OSS onset costs equal to those paid by a CLEC in a
nore popul ous state. Small carriers |like BayRi ng cannot
spread OSS paynents across a |arger market segnent. Nor can
BayRing, as a carrier serving only one state, spread its
paynments anong nmany state operations. Therefore, BayRing
argues, Bell Atlantic’s OSS recovery design will inpede the
growt h of conpetition in New Hanmpshire.

According to BayRing, the Bell Atlantic design favors
CLEC entry in only the nost densely popul ated areas of the
state; it may even deter CLEC entry into New Hanpshire at all.
A CLEC which is both facilities-based and resal e-based, under
t he proposed design, would pay Bell Atlantic $7,620 per nonth
for five years for access to the DCAS. The resulting $91, 440
annual paynment for OSS ($457,200 over the five year recovery
period) ampunts to a true barrier to entry. Using itself as
an exanple, BayRing figures that it would be forced to charge
its customers $8.41 per line nmonthly to cover the OSS onset

charges. This charge could effectively close the doors to New
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Hampshire for all but the large national carriers, squeezing
out small innovative CLECs |ike BayRi ng.

BayRi ng agrees with the concept of transaction charges.
However, BayRing recommends that the Comm ssion reject them
until Bell Atlantic (1) accounts for its own causation of such
costs and (2) accounts for nmerger savings.

4. OCA - OSS

The OCA argues that the record supports a finding that
Bell Atlantic is not entitled to any further recovery of OSS
devel opnent costs beyond the expensing of $108 mllion in 1996
and 1997. However, if the Comm ssion detern nes that those
costs may be recovered from consuners, the OCA recommends that
recovery occur fromBell Atlantic’s custonmers as well as those
of CLECs. The OCA asserts that Bell Atlantic ms-identifies
the CLECs as the cost-causers of OSS expenses. The ultimte
cost-causer is the American public, the intended beneficiary
fromthe conpetition created by the TAct. The OCA
specifically supports Staff Wtness Johnson’s direct testinony
that the bul k of onset costs are related to TAct-mndat ed
changes to Bell Atlantic’s |egacy systens for the purpose of
fostering conpetition and transitioning to a nmulti-carrier
environment. Accordingly, the OCA argues that if anyone is to

rei mhurse Bell Atlantic for OSS devel opnent expenses, every
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t el ephone user in Bell Atlantic-North's footprint, including

Bell Atlantic's custoners, should do so.

Wth regard to the proposed 39 cent per transaction
charge, the OCA recomends a reduction to reasonable |evels,
arguing that the appropriate charge is between 4 and 8 cents
per transaction.

The OCA agrees with AT&T that Bell Atlantic’s OSS
devel opnent costs are historic costs, expensed in prior years,
and that therefore Bell Atlantic’s cost study is not in accord
with TELRI C nmet hodol ogy. If Bell Atlantic anticipated
recovering these expenses from CLECs it should have accounted
for them as an asset under devel opnment or construction, rather
t han expensing them The OCA argues that by expensing these
costs at the time, Bell Atlantic avoided reporting
overearnings of $2.45 mllion. Bell Atlantic’s
reclassification of these costs now, an action which
m smat ches revenues and costs, nerely denonstrates, in the
view of the OCA, Bell Atlantic's desire to erect a barrier to
conpetition.

Anot her reason the OCA clainms Bell Atlantic’s OSS costs
are not TELRIC conpliant is that Bell Atlantic’s nodification
of its |l egacy OSS systenms is neither forward-I|ooking nor

efficient. A large part of the | egacy OSS has been in service
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for 10 to 20 years and is seriously out-dated, according to
the OCA. Furthernore, the proposed on-going costs of $3000
per G G for storage and $20, 000- $25, 000 per MPS are
drastically overstated, given that such costs have dropped and
continue to drop sharply each year as conputer science
advances. The OCA cites to technical articles submtted with
Bell Atlantic’ s rebuttal testinmony as support for reducing the
cost per MPS by 400% The OCA cites to testinony by Staff
Wt ness Johnson and AT&T W tness d oberson as support for
reduci ng the cost per G G by 1000%

According to the OCA, Bell Atlantic’'s OSS access fails to
meet the FCC s requirenent that |LECs provide non-
di scrim natory access to UNEs. The OCA criticizes the quality
of access provided by Bell Atlantic using the G aphical User
Interface (GQUI) as cunbersone to use, relatively slow, and not
interactive. The OCA contrasts this with the conpletely
interactive access provided to Bell Atlantic’s enpl oyees,
denonstrating discrimnatory treatnment. In addition, the OCA
notes, all data a CLEC enters into Bell Atlantic’s system nust
al so be entered into the CLEC s own in-house system The OCA
concludes that the CLEC is thus required to assume extra | abor

costs for lower quality access to OSS.
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The OCA agrees with AT&T that Bell Atlantic has

m sidenti-fied the OSS cost causers. The OCA argues that
Congress mandates access to OSS and other UNEs for the
“general good and welfare of our national society as a whole.”
Therefore, every tel ephone user in Bell Atlantic’s footprint
benefits and every tel ephone custoner, including Bell Atlantic
custoners, should share in the costs.

The OCA contends that Bell Atlantic ignores the
substanti al benefits, including profits, that it derives from
provi di ng OSS access via the nodified OSS system Using
material fromthe proprietary portion of the record, the OCA
concludes that Bell Atlantic, far frombeing forced to nodify
the OSS solely for CLECs, had a strong incentive to invest in
the nodifications in order to realize savings that wl|
maxi m ze profits. Also, estimating that the proposed
transaction charge will be applied an average of four tines
per customer service order, the OCA argues that the charge
shoul d be offset against the return Bell Atlantic will achieve
for its investnent.

Agai n using data contained in the proprietary record to
performthe offsetting calculation, the OCA arrives at a per
transaction cost of 4 cents. By another cal cul ation, based on

mar ket share, the OCA arrives at a per transaction cost of 8
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cents. Therefore, the OCA recomrends reducing the transaction
charge to a level of no nore than four to eight cents per
transacti on.

5. Staff - OSS

Staff argues that Bell Atlantic’ s proposed OSS
devel opnent costs are too high because they do not reflect
TELRI C principles and do not reflect nerger savings.
Therefore, Staff urges the Comm ssion to reject thementirely
or reduce themsignificantly. Staff reaches its concl usion by
conparing Bell Atlantic’s nmethod for cal culating OSS agai nst
the FCC s Local Conpetition First Report and Order, in which
the FCC defined TELRIC and specified its use for devel oping
access charges. Contrary to the FCC s requirenent, Staff
claims, Bell Atlantic used actual expenses and capital
requi renments associated with providing access to its existing
| egacy OSS. According to Staff, Bell Atlantic’s method is an
enbedded cost approach inconsistent with TELRIC.

Mor eover, Staff points out that testinony of Bel
Atlantic in a prior docket supports a finding that nerger
savings will amount to $850 million per year sone tinme after
the third year of the Bell Atlantic/NYNEX nerger. Therefore,
Staff avers that Bell Atlantic’s proposed costs should be

reduced by some anount to better reflect TELRIC and nerger
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savi ngs, although Staff does not quantify the nerger savings
attributable to OSS. Staff clainms that although Bell Atlantic
has the best access to cost information, Bell Atlantic has not
met its burden of proof to quantify the magnitude of the
forward-| ooki ng costs of OSS devel opnent.

Wth regard to on-going OSS costs, Staff agrees with the
OCA that Bell Atlantic’s proposal does not denpnstrate
forward-| ooking costs by reflecting current conputer
t echnol ogy advances. According to Staff, Bell Atlantic relies
on | arge, centralized databases using |arge mainframes, which
is not the nost efficient current technol ogy.

6. COWMM SSI ON ANALYSI S - CSS

Efficient OSS pricing is critical to the introduction of
effective local conpetition in New Hanpshire. In determ ning
t he appropri ateness of devel opnent costs, we first ook to
what the TAct requires. The Tact, at 8252(d)(1)(A), requires
that costs must be determ ned without reference to any rate-
based proceeding and nust be non-discrimnatory. As

interpreted by the FCC and in lowa Ill, such costs are to be

forward-| ooki ng and based on long-run incremental costs.® In

81n lowa I1l1, 219 F.3d at p.752, the Eighth Grcuit court concluded
that the termcost as used in the statute, is anbi guous, that the FCC was
authorized by Congress to nake rules that are a reasonabl e construction of the
statute, and that the use of a forward-|ooking cost nethodol ogy was
reasonabl e.
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this case, Bell Atlantic estimated the cost of devel opi ng OSS
based on its actual historic costs. By definition these

hi storic costs are not forward-1ooking, and Bell Atlantic did
not suggest that in the foreseeable future it would be
required to incur the sane | evel of costs again, for the same
or like systems, in order to serve CLECs and their custoners.
Asi de from the nmaintenance requirenments for the present system
(the costs of which are discussed separately), there is no
evidence in the record that suggests a need for new OSS
investnents in order to continue provisioning service to CLECs
and their customers in the future. Thus, with respect to the
i ssue of OSS devel opnent costs, the record does not indicate
that Bell Atlantic will have any such costs, when exam ned on
an increnmental, forward-I| ooking basis.

Bell Atlantic has already expensed and recovered the New
Hanmpshire share of the total amount it incurred in the past
for OSS devel opnent. Nonethel ess, Bell Atlantic argues that,
as CLECs are the cost causers, they should repay Bel
Atlantic. |In response to questions from Conm ssioners Geiger
and Ell sworth, Bell Atlantic suggested that any possible
doubl e recovery coul d be avoi ded by providing some form of

credit toits own custoners, to offset whatever anpunt it
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receives in repaynent from CLECs. Transcript, Track |, Day 2,
pp. 119-120.
We are not persuaded by Bell Atlantic’s argunment. 1In

1996 and 1997, when Bell Atlantic was incurring the costs of
OSS access for a nulti-carrier environment, Bell Atlantic
served virtually 100% of the |ocal exchange custonmers in its
service territory. Consequently, when Bell Atlantic expensed
its OSS costs, it recovered these costs fromall of its |ocal
custonmers. Now that conpetition is slowy taking hold and
sonme Bell Atlantic custoners are switching to a CLEC, they
shoul d not be charged for OSS devel opnment again. |In other
wor ds, when a CLEC passes its OSS fees on to its fornmer Bel
Atlantic custoners, such CLEC customers would be paying tw ce
for the benefit of OSS access and effective conpetition.

Bell Atlantic’ s suggestion that it would avoid double
recovery by crediting its remaining custoners woul d
essentially shift a disproportionate share of the burden of
OSS devel opnment to custoners choosing the conpetitive option.
I n addition, even though Bell Atlantic would reap no direct
profit fromthe exercise, CLECs would face an unnecessary
barrier to entry, which could inhibit the growth of |oca
conpetition. Even had Bell Atlantic not expensed 100% of its

0SS costs, it could be argued that some sharing of conpetitive
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start-up costs would be warranted on account of the benefits
Bell Atlantic can enjoy because of the opening of al

t el ecommuni cati ons markets to conpetition under the overal
scheme of the TAct.

Havi ng found that Bell Atlantic’s OSS devel opnent costs
have been recovered already, we deny further recovery of those
costs since allowi ng recovery of costs that have already been
recovered fromthe custoner base would be the very nodel of
backwar d- | ooki ng regul ati on.

Bell Atlantic clainms total on-going annual costs of

approximately $26.6 mllion to maintain OSS access. O those
costs, $8.1 mllion is not in dispute here. Bell Atlantic
proposes to collect the remaining $18.5 mIlion through
transaction charges to CLECs. The $18.5 million, according to

Bell Atlantic, is conprised of conputer capital costs and

mai nt enance costs. The conputer capital costs anmount to

$11, 292,178 and the mai ntenance costs amount to $7, 240, 500.
Bell Atlantic estimted the maintenance costs at 15 percent of
the $48 mllion in OSS devel opment costs incurred for billing
and provisioning. To determne its transaction costs, Bel
Atlantic divided each of these anpunts by 47,693, 385, the

number of CLEC transactions anticipated annually.
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Respectively, transaction charges of 24 cents and 15 cents
resulted: 39 cents in total.

We find that Bell Atlantic is entitled to recover
reasonabl e on-going OSS costs. W further find that although
all custonmers potentially benefit from conpetition, CLEC
custonmer transactions drive Bell Atlantic’s maintenance costs
and derive the direct and i medi ate benefit of OSS usage.
Therefore, we agree with one of Bell Atlantic’s argunents;
i.e. that on a forward-I| ooking basis, users of OSS should pay
to maintain it. W wll approve a transaction charge as the
met hod for recovering on-going OSS costs.

The OCA recommends reducing the overstated costs by
reduci ng Bell Atlantic’s proposed per transaction cost of 39
cents, based upon the OCA' s interpretation of Bell Atlantic’'s
profits on OSS investnents. However, that reasoni ng does not
wi t hstand cl ose scrutiny as several of its assunptions appear
fl awed.

We consi dered AT&T' s preferred approach, using an
al l ocator and then splitting the result by the nunber of
access lines. This method appears conpetitively neutral.
However, the nunmber of access |lines nmaintained by conpetitors
changes constantly and we are reluctant to utilize such a

“snapshot in time” nmethod.
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The evidence presented convinces us that Bell Atlantic
overestimated the conmbi ned projected costs of MPS and 4 Gs,
and thus overestimated its conputer capital costs. W find

particularly convincing the docunments attached to the OCA

brief, initially entered into evidence by Bell Atlantic, and
the testinony of Staff Wtness Johnson. In sumthey support a
recognition that technol ogi cal advances have and will continue

to reduce the costs of MPS and G Gs significantly.
Therefore, we find that these costs should be reduced.

Based on our review of the record, especially the above-
mentioned industry articles attached to Bell Atlantic Wtness
Mnion's testinmony (Ex. 3, Att. 6-8), we will reduce the cost
per MPS and the cost per G Gto one quarter of that clainmed,
$2,823,044. This reduction represents neither a precise
hi storical anount nor a hypothetical future cost; it is a
reasonabl e projection of forward-|ooking costs based upon
realistic assunptions. To the extent there is any ambiguity
in the basis for the reduction of charges to one-quarter of
Bell Atlantic’ s proposal, as we noted above some sharing of
costs is appropriate given the opportunities for gain
represented by the TAct’s scheme of conpetitive markets.

We accept Bell Atlantic’s figure of $7,240,500 annual

mai nt enance costs. For mai ntenance costs, Bell Atlantic
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presented testinmony that 15% of the $48 mllion billing and

provi si oni ng devel opment costs (out of the total of $108
mllion in OSS devel opnent costs) is appropriate and usual .
Conflicting testinony was presented by AT&T and we note that
t he NYPSC Commi ssion adopted a 10% figure. W find that
neither the 15% figure nor the 10% figure is definitively
supported. However, testinmony from Staff agrees that 15% i s
not unreasonable. We therefore will not reduce the 15%
figure.

We find, using $7,240,500 in maintenance costs and the
revised estimate of $2,823,044 in incremental capital conputer
costs, the transaction costs for conputer capital costs and
mai nt enance costs are 15 cents and 6 cents respectively, or 21
cents per transaction:

$7, 240, 500/ 47, 693, 385 + $2, 823, 044/ 47, 693, 385 =
$10, 063, 500/ 47, 693, 385 =

$0. 21/ transacti on.

B. Non- Recurring Costs
1. Bell Atlantic - Non-Recurring Costs
Bell Atlantic conducted a non-recurring cost (NRC) study
(Bell Atlantic NRC Study) to identify the one-tine costs of

providing UNEs to CLECs. Bell Atlantic plans to provide the
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UNEs via a delivery system conprised of six work centers: the
Carrier Account Team Center (CATC), the Coordi nati on Bureau
(CB), the Recent Change Menory Adnmi nistration Center (RCMAC),

t he Mechani zed Loop Adm nistration Center (MLAC), the Central
Ofice Frame, and Field Installation. To determ ne the NRCs,
Bell Atlantic identified the work functions it considered
woul d occur in each of these work centers, then nultiplied the
work time required to acconplish each work function by the
appropriate hourly | abor rate.

To develop the work tine estimates, Bell Atlantic
surveyed enpl oyees in the work centers that were currently
operating. 1In those instances where the work center was not
actually operating, Bell Atlantic consulted its own chosen
subj ect matter experts (SMEs) who provided estimtes of the
work time required for each work function. In both cases, the
respondents were asked to estimate a m nimum a nmaxi mum and a
nost-likely time to conplete each work function. Fromthe
three esti mtes provided by each survey respondent, Bell
Atlantic conputed a nmean giving the mnimumtinme estimte a
one-si xth weighting, the “nost likely” tine estimte a four-
si xths weighting, and the maximumtinme estimte a one-sixth
wei ghting. The weighted neans were then averaged to obtain a

single nean for each work function. Bell Atlantic derived the
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cost for interconnecting each UNE by totaling the nmean costs
of the work functions necessary for that UNE.

Bell Atlantic argues that its NRC Study conplies with the
TELRI C nmet hodol ogy prescribed by the FCC, citing to 1685 of
the FCC s First Report and Order which requires an ILEC to
base its costs on “the nost efficient technol ogy deployed in
the i ncunbent LEC s current wire center |locations.” The
reason for using technol ogy deployed in the ILECs’ wire
center, again according to 7685, is to permt the cost study
to utilize existing, so-called | egacy, network design while at
the same time basing prices on efficient, new technol ogy that
is currently conpatible with the existing network design.

Bell Atlantic argues that the FCC chose this approach because,
as stated further in 9685, it “nost closely represents the
incremental costs that incunmbents actually expect to incur in
maki ng network el enents available to new entrants.”

Bell Atlantic argues that its NRC Study, being based on
the actual costs it expects to incur on a forward-I|ooking
basis for the foreseeable future, nodels copper cabl es and
Main Distribution Frame cross-connections. Bell Atlantic
claims that copper cables and Main Distribution Frane cross-

connections will be in use for at least 70% of its custonmers
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over the next five years.? This is in distinct contrast to
AT&T's nodel. Bell Atlantic argues that AT&T s 100% fi ber

f eeder nodel assunmes universal use of technology that is
actual ly used by only 10% of Bell Atlantic’ s |oop capacity now
and that Bell Atlantic projects will be used by only 30% over
the next five years.

Bell Atlantic also objects to AT&T's claimthat a cost
study shoul d include 100% GR-303 Integrated Digital Loop
Carrier (1DLC) technology. According to Bell Atlantic, GR-303
is currently under field trial but will require nunmerous
nodi fi cations to OSS desi gn and engi neering before it is
viable in a conpetitive UNE environnent. Bell Atlantic does
not anticipate that GR-303 will be deployed in the reasonably
foreseeabl e future.

According to Bell Atlantic, in addition to 100% GR- 303
| DLC, AT&T makes ot her unreasonabl e assunptions in performng
its NRC study. For instance, AT&T assunes Local Digital
Swi tches, Digital Cross-connect Systens, Synchronous Opti cal
Net wor k (SONET) rings for transport, and a | ow profile, punch-
down bl ock Main Distribution Frame for term nating copper
| oops in the CO. These assunptions |ead AT&T to ot her

erroneous assunptions, in Bell Atlantic s view, specifically,

® Time references in this order are taken frombriefs filed in February
1999. Five years in this context would be 1999-2004.
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(1) a significantly higher flowthrough percentage than Bell

Atlantic’s study assunes: 98% as opposed to 85% (2) no
incremental cost to performcross connections, (3) the
elimnation of the Coordination Bureau, and (4) a |large and
unrealistic reduction in work times.

Bell Atlantic, again refuting AT&T s cl ains, argues that
the activities associated with installing and renoving CO
wiring are far nore conplex than the physical connection of
wires. For instance, in order to provision both new and hot -
cut links Bell Atlantic nust receive the request, visit each
| ocation on the frame, and check for CLEC dial tone and cable
availability. For hot-cut provisioning, mny additional
activities are required, entailing critical functions
performed by the Coordination Bureau. Bell Atlantic argues
that Staff’s request for Bell Atlantic to increase the nunber
of enpl oyees devoted to serving whol esal e custoners testifies
to the inportance of the Coordination Bureau.

Wth regard to cross-wiring, Bell Atlantic argues agai nst
AT&T' s contention that no manual intervention is necessary
following the initial construction. Bell Atlantic agrees that
the use of 100% Dedi cated Qutside Plant would avoid the
i ncrenmental cost for manual disconnect and reconnect

intervention necessary as a result of “left in” cross-
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connects. However Bell Atlantic asserts that 100% Dedi cat ed
Qutside Plant is poor network design. The better network
desi gn, based on Bell Atlantic’s experience, provides nore
distribution pairs than feeder pairs, avoiding the expense of
dedi cated feeder all the way back to the wire center. Thus,
as Bell Atlantic explains it, |oop feeder facilities are
constructed prior to custonmer demand, while disconnection and
reconnection of “left in” cross-connects and spare feeder
occurs as demand shifts. This, according to Bell Atlantic,
represents efficient use, is the proper nodeling for NRCs, and
is reflected in Bell Atlantic’s NRC study by its treatnment on
an “as needed” basis.

Finally, Bell Atlantic argues against Staff’s assertion
that its estimated work tines are subject to inaccuracy and
bias. Bell Atlantic clainms that its instructions to
respondents and its verification process protected agai nst
bi as.

2. AT&T - Non-Recurring Costs

AT&T reconmmends that the Comm ssion use the AT&T NRC
Model , which it clainms has none of the defects of Bel
Atlantic’s NRC study. According to AT&T, its nodel is
forward-| ooki ng, based on the |east-cost, nost efficient

t echnol ogy avail abl e for deploynent. The AT&T nodel reflects
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the increased efficiency and fl owthrough rates of those
efficient technologies. AT&T asserts that, conpliant with
TELRI C principles, its nodel assunmes a network using advanced
0SS, 100% fi ber feeder, and GR- 303 technology. GR-303 is
digital |oop carrier technology optim zed for |Integrated
Services Digital Network (1 SDN) services and permts

addi tional electronic provisioning capability at renote
termnals. AT&T s nodel thus maxim zes el ectronic

provi sioning and minimzes manual activities at every possible
juncture.

AT&T avers that its nodel relies on reasonable work tinme
esti mates based on a bottom up approach of identifying
i ndi vidual tasks within each of some 200 functions. 1In
contrast to the Bell Atlantic cost study, AT&T clainms, its
nodel is conpletely open, logical in organization, and user-
friendly.

AT&T attacks the Bell Atlantic NRC Study as the
antithesis of the AT&T NRC Model. Paranmount anong the flaws
of the Bell Atlantic study, according to AT&T, is its failure
to nodel the provisioning of conbinations of UNEs absent

mandat ory col |l ocation, in direct contradiction of the Supreme
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Court’s decision in lowa Il.1 AT&T states that Bell Atlantic

seeks to charge CLECs for physically disassenbling the
requested conbinati ons of UNEs, and for then physically
reassenbling themthrough a collocation facility purchased and
installed at CLEC expense. AT&T argues that, by renoving the
need to reflect activities regarding central office wring,
coordi nation of activities by the Coordination Bureau, and
assi gnnment of new physical facilities by the MLAC, the Suprene
Court’s decision in lowa |l makes 98.5% of Bell Atlantic’s
non-recurring costs for hot-cuts avoi dabl e.

AT&T argues that Bell Atlantic’ s study contains other
fatal flaws. Bell Atlantic’ s study does not properly specify
the work functions that nmust be performed when a CLEC asks for
a UNE because Bell Atlantic assunes the use of enbedded
net wor k technol ogy and ignores tinme-saving technol ogi es that
shoul d be incorporated in a forward-|ooking study pursuant to
TELRI C principles. AT&T insists that non-recurring charges,
to be TELRI C-based, nust assune the nost efficient technol ogy
whet her or not such systens have actually been depl oyed by
Bell Atlantic at this time. According to AT&T, Bell

Atlantic’'s failure to nmake this basic assunption regarding

©9n post - briefing subm ssions, AT&T also cites to the Local
Conpetition Third Report and Order in support of requiring Bell Atlantic to
provi sion UNE conbi nati ons.
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efficient technol ogy usage leads to Bell Atlantic’ s use of the
15% fall-out rate. AT&T argues that fall-out is generally
caused by preventable errors and that, if OSS and associ at ed
dat abases are properly operated and mai ntained, the fall-out
rate should not exceed 2%

AT&T further argues that Bell Atlantic inproperly nodels
t he embedded m x of copper and fiber feeder in its NRC study.
By assum ng a hi gher percentage of copper, AT&T states, Bell
Atl antic inposes additional costs for unnecessary manual
interventions. According to AT&T, Bell Atlantic should use
the same m x of fiber and copper used in the Staff nodel,
which Bell Atlantic adopted for the recurring costs
Stipul ation.

AT&T al so argues that Bell Atlantic inproperly includes
di sconnect fees as part of non-recurring costs for
provi sioning UNEs. So long as a particular CLEC continues to
| ease UNEs fromBell Atlantic, the CLEC will not be
di sconnected no matter how many end-user custoners succeed one
another at a service |location. Therefore, no disconnect
charges can be assuned; the industry practice of charging
retail customers for disconnection costs within connection

fees cannot be transported to the UNE market.
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Finally, AT&T argues that Bell Atlantic failed to prove

its work tinme estimtes are credi ble. AT&T charges that Bel
Atlantic’'s estinmates emanate in part froma biased and
statistically unreliable survey. Furthernore, the results of
the survey were then incorrectly weighted. AT&T advises the
Conmmi ssion to learn fromthe NYPSC s findings that Bel
Atlantic’s work time estimates are unacceptable and to adopt
t he AT&T NRC Model . AT&T's NRC Model produces a non-recurring
cost of $5.17 for providing an unbundl ed | oop, as shown on
Exhi bit 33. AT&T arrives at that figure by listing all the
steps AT&T identifies as necessary, applying Bell Atlantic
| abor rates, and applying a probability factor and an over head
factor for each step. AT&T' s $5.17 cost figure conmpares with
Bell Atlantic’s non-recurring cost figure of $124.89.
3. BayRi ng - Non-Recurring Costs

BayRi ng supports AT&T's NRC Model, arguing that Bell
Atlantic’s NRC study is virtually identical to the one it
filed in New York that was subsequently rejected by the NYPSC
inits Opinion 97-19, issued Decenber 22, 1997 (Phase 2
Deci sion).' The Task Oriented Costing (TOC) nethod used by

Bell Atlantic was rejected in New York and has now been

Y pyblic Service Conmission of NY Qpinion and Order in Phase 2, Oder
No. 97-19, W 839976, NYPSC (Docket Nos. 95-C 0657, 94-C 0095, and 91-C 1174)
(Dec. 22, 1997).
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abandoned by Bell Atlantic there, according to BayRi ng.

BayRi ng agrees with Staff and AT&T that Bell Atlantic’s study
is flawed in nultiple ways and argues that AT&T s nodel is
TELRI C-conpliant. [If the Conm ssion chooses to adopt the Bel
Atlantic nodel, BayRing urges that it require Bell Atlantic to
di scount the outconmes substantially, using the approach
recommended by Staff.
4. OCA - Non-Recurring Costs

The OCA agrees with BayRing that Bell Atlantic’s TOC
studies are unreliable and contain the sanme flaws identified
by the NYPSC s Phase 2 Decision. The NYPSC s Phase 2 Deci sion
uses the structure of the Bell Atlantic Mddel but substitutes,
wher ever a range of costs is available, the | owest possible
figure. The NYPSC Phase 2 Decision al so adjusts downward the
work times used for Bell Atlantic’s calculations, to
approxi mately 16% of the conpany’s estinmates for Central
Office work times and to about 57% for all other work tines
t he conpany esti mated.

As Attachnment 10 to its brief, the OCA presented a
conpari son worksheet for new and hot-cut Anal og Loops and new
and hot-cut Digital Loops. Attachment 10 di splays four costs:
t hose produced by the Bell Atlantic NRC Model, by the Johnson

Associ ates Tel ecom Model, by the NYPSC s Phase 2 Deci sion, and
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by averaging the Bell Atlantic-South costs determ ned by state
comm ssions in New Jersey, Delaware, Washi ngton D.C.
Virginia, West Virginia, and Pennsyl vani a.

Concl udi ng that both the NYPSC cost nethodol ogy and the
Tel ecom Model recommended by Staff produce a nore reasonabl e
measurenment of Bell Atlantic’ s forward-Iooking costs than the
Bel | Atlantic cost nodel, the OCA recomrends that the
Comm ssi on adopt the NYPSC Deci sion regardi ng New York
Tel ephone’s study with two specific nodifications. The OCA s
proposed nodifications to the NYPSC net hod would (1) renove
t he charges associated with the “Manual Surcharge,” and (2)
reduce the costs of provisioning nultiple lines. The Manual
Surcharge should be renoved, the OCA argues, as a matter of
fundamental fairness. No CLEC could ever obtain service on a
conpletely flowthrough basis, according to the OCA.
Therefore, Bell Atlantic, which can obtain automatic
provi sioning and is thus exempt from any Manual Surcharge,
necessarily experiences a conpetitive advantage. Stated
differently, the OCA clains that the Manual Surcharge is a
di scrim natory charge applied only to CLEGCs.

According to the OCA, reducing the costs of provisioning
multiple lines, its second proposed nodification to the NYPSC

decision, will accurately reflect the efficiencies Bel
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Atl antic experiences when handling the assignnment and
provi sioning of multiple loops in a single service order. The
OCA argues that these efficiencies were recognized by Bel
Atl antic-South when costs per line were reduced by nore than
56% as denonstrated by Attachnent 10. Accordingly, the OCA
recommends that costs related to provisioning nultiple lines
in a single order should be reduced by cutting the
installation, Coordination Bureau, RCMAC, and MLAC costs by at
| east 50%
5. Staff - Non-Recurring Costs

Staff argues that Bell Atlantic’s NRC Study overstates
the estimate of non-recurring costs. Staff criticizes Bel
Atlantic’s work time estimates, arguing that they rely too
heavily on the subjective opinion of a small sanple of
enpl oyees (five or fewer), and are subject to upward bias
because of inexact instructions and failure to account for the
unfam liarity of the studied activities. Furthernore, the
estimates reflect inefficient methods of operation. Bel
Atlantic itself, Staff points out, testified that it was
unable to performany statistical analysis of its data and
that its validation studies were in the nature of “eyeballing”

the results.
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To buttress its conclusions, Staff points to the non-
recurring costs proposed in Bell Atlantic-South states,
offered as Proprietary Exhibit 35. As a general pattern,
Staff asserts, the costs in Bell Atlantic-South states are
substantially |l ower than those proposed by Bell Atlantic in
this case. For a basic loop, for instance, Bell Atlantic
proposes rates in New Hanpshire that are 48% to 212% hi gher
than rates in Bell Atlantic-South. Staff argues that the work
estimates in Bell Atlantic’ s study cannot be corrected by
anal ogi zing to current Bell Atlantic functions.

Staff does not support the AT&T NRC nodel, arguing that
AT&T's work tinme estimates are no nore reliable than Bel
Atlantic’s but are not as verifiable or susceptible to
correction. Staff also argues that the AT&T NRC Model
projects a network that is too unrealistically “high tech” to
be a credible source for costs, assumng as it does 100%
fiber, 100% staffed Central O fices, and a 98% fl ow-t hrough
rate. Staff points to the extrene differences between the
AT&T and Bell Atlantic cost nodels’ cost for an unbundl ed
| oop, Exhibit 33, as an indication of the parties’ extrene
positions: $5.17 versus $124. 89.

Staff concludes that the Conm ssion should use Bel

Atlantic’s NRC study, but should adjust the work tinme
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esti mates provi ded by survey respondents and those provided by
the subject matter experts (SMEs). Staff recommends adjusting
the survey estimates by giving 85% wei ght to the m ni num
estimtes, 10% weight to the so-called nost-likely estimates,
and 5% to the maxi num esti mates, arguing that the 85-10-5
approach to weighting mtigates the bias it ascribes to Bell
Atlantic’s survey and produces the highest reasonabl e and
rational approach. In further support of this approach, Staff
argues that the NYPSC Phase 2 Deci sion urged by the OCA and
BayRi ng adopted an even greater downward wei ghting of 100-0-0
but that the 85-10-5 weighting nore properly accounts for
outliers.

Staff further recommends adjusting Bell Atlantic’ s SME
time estimates by 50% in order to account for built-in bias.
Finally, Staff recomrends reducing the Coordination Bureau
work time estimates by 50% to account for a steadily
di m ni shing need for the bureau’s intervention as conpetition
progresses and all carriers beconme nore famliar with the
process of UNE provisioning.

6. COW SSI ON ANALYSI S - NON- RECURRI NG COSTS

We first address AT&T's contention that Bell Atlantic’s

NRC study nust be rejected in toto because it presents costs

for individual UNEs rather than conbi nati ons of UNEs. As a
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result of lowa Il, Bell Atlantic is precluded frominsisting

upon providing UNEs one by one to CLECs when the UNEs are

al ready conbi ned. However, in all probability, CLECs w |
utilize UNEs in varying degrees of conbination. W therefore
deci de that non-recurring costs should be established in an
SGAT for all tasks individually, and for those provided in
conbi nation as well. Accordingly, we do not reject Bell
Atlantic’s NRC Study on this basis.

VWhile lowa Il and lowa Ill brought clarity to a nunber of
i nportant issues, they did not resolve all the ambiguities
that reside in the conplex and dynamc field of
i nterconnection pricing. That is denonstrated by the fact
that on January 22, 2001, the Suprenme Court granted certiorari
for review of portions of lowa III. We consi der Bel
Atlantic’s, AT&T's, and Staff’s cost studies, each in |ight of
the TAct and the body of case | aw surrounding the TAct.

I n support of their respective cost studies, the parties
and Staff direct our attention to Y685 of the FCC s Local
Conpetition First Report and Order, which describes the FCC s
preferred approach to costing interconnection and access to
UNEs. As stated in 1685:

“...prices for interconnection and access to unbundl ed

el ements woul d be devel oped from a forward-1ooking
econom ¢ cost nethodol ogy based on the nost efficient
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t echnol ogy depl oyed in the incunbent LEC s current wire
center locations. This approach mtigates incunbent
LECs’ concerns that a forward-1ooking pricing nmethodol ogy
i gnores existing network design, while basing prices on
efficient, new technology that is conpatible with the

exi sting infrastructure. This benchmark of forward-

| ooki ng cost and existing network design nost closely
represents the increnmental costs that incunmbents actually
expect to incur in making network el ements available to
new entrants. Moreover, this approach encourages
facilities-based conpetition to the extent that new
entrants, by designing nore efficient network
configurations, are able to provide the service at a

| ower cost than the incunbent LEC. We, therefore,
conclude that the forward-1ooking pricing nethodol ogy for
i nterconnecti on and unbundl ed network el enments should be
based on costs that assune that wire centers will be

pl aced at the incunbent LEC s current wire center

| ocations, but that the reconstructed |ocal network wl|
enpl oy the nost efficient technology for reasonably
foreseeabl e capacity requirements.”

The Parties and Staff argued vigorously for different
interpretations of this paragraph. Bell Atlantic cited it in
support of its belief that the FCC i ntended costs to reflect

t hose actually incurred by ILECs. AT&T cited it in support of
its belief that the FCC intended costs to reflect the npost
efficient technol ogy possible.

We find that the paragraph is susceptible to different
interpretations. Accordingly, were it not for the Eighth
Circuit’s order in lowa Il we could |ook only to the goal
expressed in 8252(d)(1) of the TAct for direction. However,

the Eighth Circuit specifically rejects 7685 as contrary to
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the plain | anguage of the TAct. lowa IIll, 219 F.3d at 750.

According to the Eighth Circuit:

“The reality is that Congress knew it was requiring the
existing ILECs to share their existing facilities and
equi pmrent with new conpetitors as one of its chosen

met hods to bring conpetition to | ocal tel ephone service,
and it expressly said that the ILECS’ costs of providing
those facilities and that equi pnent were to be
recoverabl e by just and reasonable rates. Congress did
not expect a new conpetitor to pay rates for a
‘reconstructed |l ocal network.’”” 1d. (enphasis in
original)

Consequently the Eighth Circuit determ ned that conpetitors
must pay for the cost to the ILEC of providing its existing
facilities and equi pnment either through interconnection or by
furnishing the specifically requested existing network
elements. The Eighth Circuit firmy opined that Congress did
not intend to conpensate the ILECs for “sonme state of the art

presently avail able technol ogy ideally configured but neither

depl oyed by the I LEC nor to be used by the conpetitor.” Id.
at 751.
Thus, lowa Ill clearly rejects the “hypothetical network”

interpretation of TELRIC, which is that espoused by AT&T.

However, lowa |1l just as clearly supports a forward-| ooking

cost approach, directing that “...costs can be calculated to
reflect what it will cost the ILEC in the future to furnish
t hose portions or capacities of facilities that the conpetitor

will use.” Id. It also supports an increnmental costing
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approach, nmeaning the incremental cost to the |ILEC of carrying
the extra burden of the conpetitor’s traffic. 1d. Hence, it
woul d seem that the TELRI C net hodology is not rejected
outright, only the FCC s use within that nethodol ogy of what
the Eighth Circuit terns a hypothetical network. The Eighth
Circuit stated that forward-I|ooking costs have been recogni zed
as pronoting a conpetitive environnent, one of the goals of
the TAct, and concluded that “...a forward-| ooking cost

cal cul ati on met hodol ogy that is based on the increnmental costs
that an ILEC actually incurs or will incur in providing the

i nterconnection to its network or the unbundl ed access to its
specific network el ements requested by a conpetitor wll
produce rates that conply with the statutory requirenent of
§252(d) (1) that an ILEC recover its ‘cost’ of providing the
shared itens.” Id. at 751. Further, lowa Il firmy
rejected historical costs as the “costs” intended by
§252(d)(1). 1d. at 752.

Wth the reasoning of the lowa IIl in mnd, we are
convinced by Staff and Bell Atlantic argunents regarding the
interpretation of {685 that AT&T' s figures unrealistically
reflect a network technology that is not yet possible. At the
same time, we are convinced that Bell Atlantic’s NRC figures

are too high because its survey sanples are very small and
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subj ect to upward bi as. We t herefore consider an approach to
NRC costing that takes advantage of the sonmewhat nore
realistic Bell Atlantic approach, adjusted in a nunber of ways
to renmove the upward bias and dependence on historic costs for
t echnol ogy.

The NYPSC utilized such an approach to adjust Bel
Atlantic’s work-time figures in the 1997 order cited by Staff,
the OCA, BayRing, and AT&T. The NYPSC accepted Bell
Atlantic’s survey nmethod but adjusted the tine estimtes; the
NYPSC used only the mninmumtine estimtes produced and
elimnated both the average and maxi num esti mates, thus giving
a weighting of 100-0-0. The NYPSC s adjustnent resulted in a
57% reduction of Bell Atlantic’s survey estimates. The NYPSC
then extended the 57% reduction of Bell Atlantic’ s survey
results by reducing the non-survey, SME estinmates by an equal
57%

VWil e we understand the approach taken by the NYPSC to
the survey results, we believe the method proposed by Staff
provi des a nore bal anced approach, giving sonme weight to the
average and the maximumti nme esti mates when cal cul ating costs.
We will adopt Staff’s recomendation to subject Bell
Atlantic’'s survey time estimites to a weighting of 85-10-5.

W will require Bell Atlantic to determ ne the reduction on a



DE 97-171

65

percent age basis. W are satisfied that this weighting wll
produce reasonable results. We will order this sane

percent age reduction to the non-survey SME nunbers and,
simlarly, to the time estimtes associated with the

Coordi nati on Bureau, pursuant to Staff’s reconmendati on.

In order to ensure a forward-1ooking cost nodel that
takes into account the existing and reasonably foreseeable
state of technology, we will change several of the network
assunmpti ons nade by Bell Atlantic:

(a) Central Ofice Use of GR 303 - Inits Brief filed

on February 10, 1999, Bell Atlantic argued that its TR-008
systens represent the nost forward-|ooking DLC technol ogy
currently in place. Accordingly, Bell Atlantic concluded that
TR- 008 technol ogy conports with the FCC s TELRI C net hodol ogy.
On the other hand, AT&T argued that 100% GR-303 | DLC should be
the technol ogy nodeled in a TELRIC study. More specifically,
AT&T argues that GR-303 elimnates the need for cross connects
at the feeder distribution interface, is the nost forward-

| ooki ng technol ogy, and should be used in the cost nodel

whet her or not it is currently “available.” lowa Ill makes
clear that AT&T s argunent is untenable. In addition, in our

own anal ysis of the Local Conpetition First Report and Order,

we note that in Y683 the FCC itself rejected any purely
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hypot heti cal network because it could di scourage conpetitors
frombuilding facilities for the follow ng reason: new
entrants would be able to use the ILEC s existing network at
the | ower, hypothetical |east-cost, nost efficient network
prices. ?

Based on the record, we find that GR-303 has not been
depl oyed in the New Hanmpshire network nor proven to work in a
mul ti-carrier environment. Therefore, we find that GR-303
| DLC should not be included as a portion of the technology in
a TELRI C NRC nodel .

Bell Atlantic indicates that currently 10 percent of its
| oop capacity is designed using TR-008 IDLC technol ogy. Bel
Atlantic projects a 30% use of TR-008 IDLC technol ogy within

the next five years. 1In a forward-|ooking cost nodel, we find

© 1683 reads: “Forward-1ooking cost nethodol ogies, like TELRIC, are
intended to consider the costs that a carrier would incur in the future
Thus, a question arises whether costs should be conputed based on the | east-
cost, nost efficient network configuration and technology currently avail abl e
or whet her forward-1|ooking cost should be conputed based on incunbent LECs’
exi sting network infrastructures, taking into account changes in depreciation
and inflation. The record indicates three general approaches to this issue.
Under the first approach, the forward-I|ooki ng econom ¢ cost for interconnec-
tion and unbundl ed el enents woul d be based on the nost efficient network
architecture, sizing, technol ogy, and operating decisions that are operation-
ally feasible and currently available to the industry. Prices based on the
| east-cost, nost efficient network design and technol ogy replicate conditions
in a highly conpetitive narketplace by not basing prices on existing network
desi gn and investnents unless they represent the | east-cost systens avail abl e
for purchase. This approach, however, nay discourage facilities-based
conpetition by new entrants because new entrants can use the incunbent LEC s
exi sting network based on the cost of a hypothetical |east-cost, nost
efficient network.”
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it reasonable to assunme that Bell Atlantic will continue to
deploy TR-008 IDLC in the growth of its |oop capacity. W
therefore find it reasonable to assume 50% use of TR-008 |IDLC
in a forward | ooki ng nodel .

(b) Copper/Fiber Feeder M x - AT&T argues that the NRC

nodel shoul d assune 100 percent fiber feeder, in conjunction
with GR-303 IDLC. Additionally, AT&T points out that Bel
Atl antic recomends inconsistent assunptions on how much fi ber
is used in feeder plant in the non-recurring and recurring
cost nodels, the effect of which is to create higher non-
recurring charges. Bell Atlantic avers that since only 20
percent of its existing loop plant is currently served by
fi ber feeder, the NRC nodel should assume 100 percent copper
feeder. The stipulated recurring cost nodel assunes that
fiber feeder is placed in | oops that are greater than 15, 000
feet long while copper feeder is placed in |oops that are |ess
t han 15, 000 feet |ong.

We agree with AT&T that this assunption should be
consi stent. However, as discussed in the recurring costs
section below, we believe the copper/fiber breakpoint is nore
appropriately established at 12,000 feet. There is no
evidence in the record that quantifies the percentage of fiber

feeder that would exist if one assunes | oops greater than
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12,000 feet are fed by fiber. W will require, accordingly,

that such a percentage be cal cul ated and used as an assunption
in the non-recurring cost nodel.

c) Manual Cross Connects - We agree with Bell Atlantic

t hat manual cross connections are necessary in nodeling a
network and should be accounted for in non-recurring, rather
than recurring, costs. Requiring 100% dedi cated |line in order
to avoi d such manual cross-connections would be irrational and
inefficient. That consideration outwei ghs AT&T s argunent
that the CLEC nay bear a |arger share of the Field

I nstallation charge than ultimtely proves necessary over
tinme. Placing a cross-wire at the feeder distribution
interface is the | ogical business decision and all ows use of

| ess feeder cable fromthe CO We will therefore approve Bel
Atlantic’s use of manual cross connections in the nodel.

(d) Disconnect Fees, Manual Surcharges, Miltiple Loop

Installation - W wll also adjust Bell Atlantic’ s nodel to

di sallow Bell Atlantic’ s up-front charge for future disconnect
costs. This charge is inappropriate in the context of

provi sioning a CLEC. Unlike the retail custoner from whom a
di sconnect fee may be difficult to collect, CLECs will not

di sappear sinply because a particul ar custonmer ceases

subscribing to its services. W agree with AT&T that CLECs
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remain in a business relationship with Bell Atlantic even
after a CLEC custoner term nates service. Bell Atlantic
shoul d collect the disconnect fee at the time it actually
incurs the cost and not before.

W will not follow the OCA s recomendation to renove al
manual surcharges. These charges apply at the CLEC s
di scretion, as long as there are no barriers to using the
Di rect Custoner Access System (DCAS). Therefore, the CLEC
controls whether or not the charges apply; they are not per se
unfair. Nor will we follow the OCA’s recommendati on to reduce
charges further when nultiple | oops are provisioned
si mul taneously. Qur decision to utilize the weighting of work
times proposed by Staff already accounts for the efficiencies
Bell Atlantic achi eves when provisioning nultiple | oops.

(e) UNE Conbinations - AT&T clainms that an NRC study nust

be based on UNE conbi nations, obviating the need for incurring

many expenses. In lowa I, the Suprene Court reinstated the

FCC s rule 47 C.F. R 8315(b), which prohibits an ILEC from

separating UNEs that are already conbined before | easing them

to CLECs. As an exanple, the FCC found that:

[TIo the extent an unbundled loop is in fact
connected to unbundl ed dedi cated transport, the
statute and our rule 51.31(b)require the incunbent
to provide such elenments to requesting carriers in
conbined form Local Conpetition Third Report and
Order at 1480.
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Hence, Bell Atlantic nmust refrain from separating requested
network el enents that are already conmbi ned and nust provide
for our review of SGAT tariffs and costing support for those
conbi ned el enents. We determ ned above that identifying the
costs of separate UNEs in an SGAT is appropriate; we now
determine that Bell Atlantic prepare and file revised SGAT
tariffs for the provision of currently conbined UNEs using the
cost met hodol ogy decided in this order.

On August 4, 2000, Bell Atlantic did file a revised SGAT
to take into account the Suprenme Court’s rulings, including
requi rements for additional UNEs and |ine-sharing services
pursuant to the FCC s orders in the Local Conpetition docket,
CC Docket No. 96-98 and the Advanced Services docket, CC
Docket No. 98-147. ldeally, the instant docket would continue
until all UNEs needed by CLECs are available with prices
supported by accurate and approved costs. However, we are
concerned about the length of time for which this docket has
been pending. W believe that the devel opnment of [ ocal
exchange conpetition in New Hanpshire will best be served by
conpleting this Order and requiring Bell Atlantic (now
Verizon) to file a conpliance tariff for the original |ist of
UNEs. We will open a docket to review the cost support for

the additional UNEs and UNE conbi nations required by the
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Suprenme Court, with participation of the parties to this
docket, for which Verizon shall file newtariffs in conpliance
with this Order.

The Suprenme Court did not address the FCC rul es requiring
| LECs to conbine elenments not currently conmbined in the |ILEC s
network, 47 C.F.R 8315 (c)-(f). In lowa Ill when the Eighth
Circuit revisited its decision pursuant to Suprene Court
direction, it re-affirmed its decision to vacate 88 315(c)-
(f). The Eighth Circuit declared that its rationale in
vacating 8315(b) concerned who is required to combine
el ements, not whether the el enments can be conbined at all.
ld. at p.24. Pursuant to the Eighth Circuit interpretation of
8§251(c)(3), Bell Atlantic is not required to conbi ne unbundl ed
network el ements that are not already conbi ned; that task
bel ongs to the requesting carriers. The Eighth Circuit’s
concl usion that 88315(c)-(f) violate the plain neaning of the
statute stens fromthe words of 8251(c)(3), which states, in
part, “An incunmbent | ocal exchange carrier shall provide such

unbundl ed network el enents in a manner that all ows reguesting

carriers to conbine such elenents in order to provide such

t el ecommuni cati on services.” (Enphasis added.) In |ight of

the Eighth Circuit reaffirmati on and the fact that the Suprene
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Court did not address the issue, we will not require the
conmbi nati on of UNEs that are not already conbi ned.

The mandate of the TAct as it applies to this docket is
easily stated as a requirenment to produce forward-| ooking
l ong-run increnental costs. It is not as easily translated
into concrete terns. For non-recurring costs in this section,
we have taken advantage of the best data avail able and applied
rational adjustments to produce forward-| ooking costs based on
the increnental costs that Bell Atlantic will incur in
provi di ng i nterconnection. This approach neets the
requi rements of 8252(d).

C. Recurring Costs

1. Bell Atlantic - Recurring Costs
(a) Overvi ew

Bell Atlantic and Staff reached a negoti ated agreenent
(the Stipulation) as to what cost study to use to deterni ne
the recurring costs of interconnection. The Stipul ation
actually calls for using two cost nodels. For determ ning the
charges for unbundl ed network | oops, including network
interface devices, the Stipulation uses the Tel ecom Moydel
proffered by Ben Johnson Associ ates on behalf of Staff,
subject to certain cost input nodifications. For determ ning

the port and usage charges for end office and tandem
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switching, the Stipulation uses Bell Atlantic’s Switching Cost
| nformati on System (SCI'S), subject to certain cost input

modi fications. The Stipulation adds a conmon cost factor of
15% to both the SCI'S and Tel ecom Model results, thus reducing
t he amount of joint and common costs contained in Bel
Atlantic’s original filing by half.

Under the terns of the Stipulation, the recurring rate
for a 4-wire analog | oop cannot exceed twi ce the Tel ecom
Model s recurring rate for a 2-wire anal og | oop. Furthernore,
Bell Atlantic nmust make avail able to requesting conpetitive
carriers 4-wire HDSL-conpatible, 2-wire HDSL-conpatible and 2-
wi re ADSL-conpati bl e unbundl ed | ocal | oops, at a date no |l ater
t han that on which Bell Atlantic makes such | oops comercially
avai l able to any custonmer or carrier in New Hanpshire or,
alternatively, no later than the date Bell Atlantic places
HDSL or ADSL services into use in its own network. At that
time, per the Stipulation, Bell Atlantic will file for
approval by the Conm ssion a cost study establishing the cost
of providing those unbundl ed HDSL and ADSL-conpati bl e | oops. 3
The Stipulation requires Bell Atlantic to keep the Comm ssion

informed of the status of inplenmenting HDSL and ADSL servi ces.

BBell atlantic (now Verizon) apparently now has ADSL-conpati bl e | oops
whi ch are available nowto CLECs but has not filed the relevant cost study.
W will order the filing nade.
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Pursuant to the Stipulation, recurring costs for
interoffice trunking facilities shall be determ ned using Bel
Atlantic’'s SCI'S, revised to reflect a utilization factor of
65% and conmon costs of 15% Wth the exception of
coll ocation charges, Bell Atlantic and Staff agreed that
recurring charges for other elenments not specifically
referenced in the Stipulation should be those proposed in Bel
Atlantic’'s originally filed cost study in this proceeding.

Bell Atlantic argues that the record denonstrates that
the recurring costs set out in the Stipulation are
reasonabl e, cost-based recurring costs which should be
approved by the Conm ssion. According to Bell Atlantic,
AT&T s objections to the switching cost and | oop cost
provi sions of the Stipulation are not supported by the record
or by TELRIC principles. The Stipulation achieves the primary
goal of an SGAT pricing construct, that of facilitating
conpetition and insuring that Bell Atlantic itself can recover
the costs it incurs in providing network el ements, producing
forwar d-| ooki ng and TELRI C conpl i ant prices.

According to Bell Atlantic, the TELRIC standard requires
t he use of the nost efficient technol ogy deployed in the
| LEC s current wire center |ocations in order to closely

represent increnental costs that |ILECs actually expect to
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incur. Whether the stipulated costs are higher or |ower than
hi storic enbedded costs is not a litrmus test of whether they
are TELRIC conpliant, Bell Atlantic avers, citing 705 of the
Local Conpetition First Report and Order. In that paragraph,
t he FCC
“. . .decline[d] to adopt enmbedded costs as the
appropriate basis of setting prices for interconnection
and access to unbundl ed el enments. Rather, [it]
reiterate[d] that the prices for the interconnection and
network elenents critical to the devel opnent of a
conpetitive | ocal exchange should be based on the pro-
conpetition, forward-|ooking, econom c costs of those
el ements, which may be higher or |ower than historical
enbedded costs....”
Bell Atlantic also asserts, in concert with Staff Wtness
Johnson, that TELRIC is not a synonym for |owest cost. Citing
1685 of the Local Conpetition First Report and Order in
further support of this argunent, Bell Atlantic stresses that
t he nost reasonable costs are those that incunmbents actually
expect to incur. What is critical for TELRIC conpli ance,
according to both Bell Atlantic and Staff, is that costs nust
be actually achievable. Bell Atlantic agrees that technical
i nnovati ons have | owered sone costs of telecomunications
services, but argues that |abor, materials, and construction

costs, inflation and some one-tinme costs are factors which may

cause sone costs to increase over tine.
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The proper way to develop recurring costs for UNEs,
according to Bell Atlantic, is to first engineer and construct
t he unbundl ed el ement conponents using efficient, currently
avai |l abl e and depl oyed technology. 47 C.F.R 851.505(b)(1).
The conponents nust be consistent with the nost efficient
current practices used for nost growth and repl acenent
projects, that is, sized to neet current demand and growth for
10 years ahead. Recurring per-unit costs should then be
derived by dividing the total cost by a reasonabl e projection
of the actual total usage of the element. The per-unit
i nvest ment costs can then be converted to annual costs.

Annual capital costs (depreciation, return on investnent
and incone taxes) were agreed on by Staff and Bell Atlantic
prior to the filing of testinmony on recurring costs. The
agreed upon capital costs have not been challenged in this
docket .

(b) Loop Costs

Bell Atlantic defers to Staff’s explanation and support
for the Tel ecom Model -derived | oop costs portion of the
Stipulation, that is detailed in Section Ill1.C. 5 below. Bel
Atlantic draws the Conm ssion’s attention to the fact that

Staff supported the Tel ecom Model as superior to AT&T s HAI
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Model Rel ease 5.0a (HAI 5.0a) even before entering the

Sti pul ati on.
(c) Swi t chi ng Costs

After significant nodifications to the cost inputs to the
SCI'S, the Stipulation results in a proposed total recurring
cost of $325 per line (for switch investnment) for all |ocal
switching network elenment features that are currently
available in the switch generics. This result is
significantly |l ower than the $684 Bell Atlantic originally
filed, and is reasonable, according to Bell Atlantic. The
cost conponents were reduced fromBell Atlantic’s original
filing by applying the discounts available for new and growth
switches respectively, assum ng a weighting of 80%to 20% new
to growth switches. Right-to-use fees (RTUs) were reduced
fromapproxi mately $54 mllion to $30 mllion.

Bell Atlantic argues that a cost study nust always take
into account historical references in projecting |long-run
forward-| ooking costs. Any further reduction of the sw tching
costs, such as those based on AT&T's insistence on the use of
hi storical switching data, is unreasonabl e and unjustifiable.
According to Bell Atlantic, AT&T' s support of the use of
hi storical data here, when it has objected to any such use at

every other instance in this docket, is illogical and a
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denonstration of AT&T s nere self-interest rather than
principled anal ysis.

Bell Atlantic challenges the validity of AT&T s ot her
obj ections to the Stipulation’s switching costs. Reference to
t he Gabel Study (Exhibit 75) is unsuitable for New Hanpshire,
Bell Atlantic argues, because New Hanpshire switches are
smal | er and hi gher cost and the Gabel study excluded certain
costs relevant to New Hanpshire. AT&T s evidence of recent
di al -with-dial conversions in New Hanpshire (Exhibit 76) did
not include power plant and main distribution frame upgrades
and replacenents, and did not include building costs.

Mor eover, Exhibit 76, as correctly adjusted during the
heari ng, provided confirmation that in fact the switch
i nvestment costs are within the zone of reasonabl eness.

Bell Atlantic avers that Staff Wtness Johnson’s Direct
Testimony, on which AT&T relied for support, did not include
all costs associated with switching. Furthernore, the
Stipulation’ s 80-20 wei ghted di scount easily w thstands the
AT&T criticism because the AT&T witness also testified she did
not understand how it was used. The same witness criticized
the switch installation factor of 1.5 but could not provide
evidence that Bell Atlantic’s installation technicians are

inefficient; to the contrary, she asserted that Bell
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Atlantic’'s switching installation is reasonably efficient and
cost-effective.

In addition to the above points, Bell Atlantic directs
the Commi ssion’s attention to AT&T' s adm ssions that the SCI' S
model can be used to produce forward-I|ooking switch costs and
that inputs should reflect forward-|ooking prices that Bel
Atl antic can expect to incur. Further, Bell Atlantic raises a
nunmber of other points questioning the expertise of AT&T s
swi tching w tness.

2. AT&T - Recurring Costs
(a) Loop Costs

AT&T clainms that the recurring | oop costs resulting from
the Stipulation are incorrect, too high on a state-w de
average basis, and higher than the state-w de average costs
Bell Atlantic requested for in its original filing. The
stipulated | oop costs are driven too high, according to AT&T,
by the flawed Tel ecom Model. In AT&T' s view, the Tel ecom
Model designs an inefficient outside plant |ayout containing
more feeder than is necessary and assunes the use of outnoded
and expensive equi pnent. AT&T clains that adopting the
stipulated | oop costs will provide Bell Atlantic with an

unjustified w ndfall.
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According to AT&T, the Tel ecom Model creates a nopde
which is not |east-cost by (1) failing to utilize a pine tree
design and (2) failing to cluster custoners correctly. The
result of these failings is to require nore feeder cabl e and
more el ectronics than necessary, thus inflating costs. AT&T
al so objects to the Tel ecom Model’s estimate of the overal
di stribution cabl e® needed, arguing that the estimting
al gorithmis unexpl ai ned.

AT&T clains that many of the |loop inputs to the Tel ecom
Model are inefficient and undocunented. For exanple, the
Tel ecom Model pl aces the copper-fiber breakpoint for feeder at
15, 000 feet because the npdel assunmes the use of Universal
Digital Loop Carrier (UDLC). AT&T argues that a 12,000 foot
copper-fiber breakpoint is less costly and is achieved by
assum ng the use of Integrated Digital Loop Carrier (IDLC), a
nor e advanced technology. |IDLC renoves the need for
el ectronics to convert digital to analog signal at the CO By
failing to use the | east cost technol ogy at every point in the
design, AT&T clains, the Tel ecom Model violates a basic TELRIC

principle.

14 Feeder cable is the portion of the outside plant cable that runs from
switches at a COto a distribution area interface.

5 Distribution cable is the portion of the outside plant cable that
runs fromthe interface to the custoner |ocation.
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The Tel ecom Model al so violates TELRIC, AT&T claims, by

assum ng 50% sharing of aerial structures between Bel
Atl antic and other entities. The percentage of sharing is
under st ated, according to AT&T, and shoul d be changed to 33%
or 25% Bell Atlantic use, to reflect the actual anmount of
sharing with other entities occurring. These exanples
denonstrate what AT&T argues is a general |ack of backup
docunentation for the Tel ecom Model inputs.
(b) Switch

AT&T argues that the $325 switch investnent utilized in
the Bell Atlantic-Staff Stipulation is excessive, as shown by
the fact that other ILECs have actually obtained uninstalled
switch prices of $68 to $140. Furthernore, AT&T points to the
Gabel Study’'s showing of a per-line switch investnment cost of
around $120 to $130 (Exhibit 75).

AT&T objects to the Stipulation’s application of a
wei ghted price discount within the SCIS to arrive at the
switch price. The SCI'S, according to AT&T, can only estinmate
the costs of placing a new swtch and, therefore, introducing
the growmth switch discount is inappropriate. Only the new
switch price discount should be used in the nodel, according

to AT&T.



DE 97-171 82

In addition to starting with an excessive anount for
switch investnent, the Stipulation incorrectly applies an
exorbitant installation factor. According to AT&T, Bell
Atlantic’s installation factor of 52.11% refl ects enbedded
costs nore than tw ce those of Bell Atlantic South. The
Stipul ation al so
(1) includes Bell Atlantic’s right-to-use fees that are
al ready accounted for in the joint and conmmon cost factor
applied to all investnment accounts; (2) inproperly collects
fixed switch costs through traffic sensitive charges, (3)

i nappropriately applies a comopn cost factor for switches

(1599 that is higher than originally proposed by Staff for
switches, and (4) inproperly applies an even hi gher common
cost factor for all other elenents (33.49%.

AT&T recommends that the Conm ssion adopt the HAI Mbdel,
Rel ease 5.0a (HAI 5.0a), rather than the Stipulation.
According to AT&T, the HAI 5.0a is TELRIC conpliant and has
been refined over tinme by efforts of the FCC, other state
comm ssions, and |ILECs nation-wide. The HAI 5.0a is well-
docunment ed and expl ai ned and can be used as a universal
service support nodel. It uses the pine-tree design and
clustering techniques to nodel outside plant using a nunmber of

i nput val ues specific to New Hampshire, including population
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data, access line counts, ARM S expense, |nvestnent and
Revenue data, and Wre Center and Tandem | ocati ons.
Furt hernore, AT&T asserts, it can be re-run using specified
al ternative inputs should the Comm ssion require. According
to AT&T, only the HAI 5.0a produces the forward-| ooking
econom ¢ costs required by the TAct.
3. BayRi ng - Recurring Costs

BayRi ng supports AT&T' s argunents in favor of using the
HAI 5. 0a and argues against the Stipulation as not being
TELRI C conpliant. BayRing argues that the ability of CLECs to
obtain | oops is the linchpin to |ocal exchange conpetition and
that the Stipulation fails to enable CLECs to obtain that
ability.

The unbundl ed | oop, BayRing asserts, is the bottl eneck

facility. The fact that the state-w de average |oop rate

proposed in the Stipulation is higher than the state-w de
average rate Bell Atlantic initially sought shows that it does
not conport with the public interest and shoul d not be
approved. In particular, BayRing objects to the conmmon cost
factor of 15% applied in the Stipulation because that compn

cost factor is not adequately supported on the record.
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4. OCA - Recurring Costs

The OCA generally supports the structure of the
Stipulation but recommends two changes in order to avoid using
hi storic costs rather than forward-|ooking costs. First, in
order to better reflect the volunme of business that CLECs w ||
bring to Bell Atlantic, the OCA suggests that all factors used
in the Stipulation should be made equival ent to those Bel
Atlantic offers to its |largest special contract retail
custoners. The OCA points out that, in the Stipul ation, Bel
Atlantic applies a 52.11% switch installation factor and a
13.54% power factor to its investnent cost, both of which
factors are higher than those Bell Atlantic uses to conpute
special contract costs for large retail custoners. The OCA
recommends adoption of the installation factor achi eved by
Bell Atlantic South, a factor of 20%

Second, in the OCA's view Bell Atlantic has overstated
the value of its assets and the Comm ssion should correct the
overstatement by reducing the asset value by the percent it
has depreciated. The OCA recommends that Bell Atlantic’'s
asset val ue be reduced by renoving altogether any fully
depreci ated asset and allowng only a pro rata share of other
assets. In the OCA proposal, an asset that has been

depreciated to 91-100% of net book cost will be given an SGAT
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val ue of 95% an asset which has been depreciated to 81-90% of
net book cost will be given an SGAT val ue of 90% and so on,
in 5% decrenments for each decile by which net book val ue has
been reduced. By nmaking these overall changes, the OCA
bel i eves the Stipulation would represent forward-I| ooking
TELRI C costs.
5. Staff - Recurring Costs

Staff supports the Stipulation as a non-discrimnatory
and TELRI C-conpliant method for determ ning recurring costs,
one which is superior to the HAl 5.0a Moddel proposed by AT&T
and superior to either the Bell Atlantic Moddel alone or the
Tel ecom Model al one. The Stipulation, according to Staff,
conbi nes the strength of the Tel ecom Model regarding |oop
analysis and the strength of Bell Atlantic’ s swi tching data
whi ch, when the SCI'S i nput deficiencies are corrected by the
Sti pul ati on, produces forward-I|ooking, |east-cost, reasonable,
non-di scrimnatory prices. Staff defers to the Bell Atlantic
argunments regarding the switch costing nmethodol ogy (Section
I11.C. 1.(c) above), concentrating on the Tel ecom Model’ s | oop
costi ng net hodol ogy.

Staff avers that the Tel ecom Model s | oop costing
met hodol ogy uses superior customer |ocation data, and

separates wire center service areas into two user-specified
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cost zones for greater data granularity. According to Staff,
the Tel ecom Model sorts through many potential configurations,
segnent by segnment and node by node, taking into account all
rel evant variables, to identify the |east-cost solution. The
Tel ecom Model obtains greater accuracy than the other nodels
by use of the Geographic Information System (GIS) to identify
custoner | ocations, feeder segnents, and distribution areas.
The Tel ecom Model’s accuracy is denonstrated by the maps it
produces of particular wire-center networks, which reflect the
actual topography of New Hanpshire.

In contrast to AT&T's HAI 5.0a which distributes all
difficult to | ocate custoners along the edges of census
bl ocks, the Tel ecom Mbdel all ocates custoners on the basis of
relative population within each census bl ock. Therefore,
enpty census bl ocks receive none of the listings while densely
popul at ed bl ocks receive the nost listings. This distribution
met hod, according to Staff, insures that average rather than
short- or least-length feeder I engths are nodeled. The result
produces a cost for an achi evable system rather than an
unattai nabl e | east-cost system

Rat her than devel op a state-w de average, the Tel ecom
Model de-averages rates into three custonmer group prices.

Thi s de-averaging, Staff argues, confornms with the
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Comm ssion’s conclusion in Order No. 22,433, DE 96-262, that

average prices fail to encourage devel opnent of facilities-
based conpetition.

Staff does not support the HAI 5.0a. The HAlI 5.0a
assunmes even distribution of custonmers and di scards
geographi cal detail via an “aspect ratio” sinplification
process. The effect of the process, in Staff’s opinion, is to
understate the amount of distribution cable necessary to reach
actual customer locations. Staff introduced an FCC St aff
anal ysis of a Nevada Public Service Comm ssion report finding
t hat the nodel under-estimated the length of the star network
configuration by an average of 15.4% and the |length of the
M ni mum Spanni ng Tree network configuration by an average of
41.5% Staff asserts that the HAI 5.0a is an unreliable tool
for Comm ssion use. Staff clains that using actual customer
| ocation is the key to accuracy and thus recommends the
Tel ecom Model .

Staff al so questions the input choices nmade by AT&T
experts. The choices were made in AT&T neetings for which no
notes or other docunments were adduced at hearing. AT&T
produced a nation-wi de rather than a state-specific nodel.
According to Staff, the HAI 5.0a cannot be adjusted to account

for all New Hanpshire specifics. As an exanple of the nodel’s
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i naccuracy, Staff presented an exhibit in which the HAlI 5. 0Oa,

as filed, produced maps which include service areas in
Massachusetts, 11 m | es beyond the state boundary.
6. COWMM SSI ON ANALYSI S - RECURRI NG COSTS

We were presented initially with three cost studies on
recurring costs in this docket: the Bell Atlantic Mdel
AT&T s HAlI 5.0a Model, and the Staff-sponsored Tel ecom Model
The respective proponents all claimthat their nodel is
TELRI C-conpl i ant, al though each nodel enploys different
met hods and different inputs for forecasting the forward-
| ooki ng recurring costs of switches, |oops, interoffice trunk
facilities, and m scel |l aneous other recurring charges such as
Signaling System 7, custom zed routing of operator services,
and both branded and unbranded operator services.

Staff and Bell Atlantic entered into a Stipulation which
conbi nes the Tel ecom Model | oop outputs and the Bell Atlantic
Model switch outputs, both sonmewhat nodified fromtheir
original forms. Therefore, we here consider first the
propriety and internal integrity of a recurring cost rate that
is derived froma hybrid of two nodels, using one nodel to
determ ne switching costs and another to determ ne | oop costs.
The question is whether a conbination of two nodels in sone

way conprom ses the results.
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We conclude that a nodel conposed of parts of two

different nodels is valid as long as the definitions of the
di fferent conponents are not over- or under-inclusive. An
anal ogy can be made to conbining two different geographic
representations of France and Germany. Using the map of
France from one atlas and the map of Germany from another is
acceptable as | ong as they both agree on the sane boundary and
scale. In this case the boundary between the | oop conponent
and the switching component nust be the same so as not to
include a particular cost itemin both. Wth regard to the
proposed Stipulation, we find that in one instance the
boundari es do not coincide. Using as an exanple the Tel ecom
Model report of the |l oop cost results for MIford, New
Hanmpshire, we observe that the feeder includes 25% of buil ding
and | and costs, both of which are fully included in Bell
Atlantic’s switching costs. As to scale, the two nodels nust
al so have the sanme basis for analysis. Here, both the Bel
Atl antic and the Tel ecom Model are describing a scorched node
approach, devel oping a new network but using the existing COCs;
t hey use the sanme cost of capital, capital structure, and
depreci ation.

Therefore, we will accept the Stipulation as valid for
analysis with an understanding that a correction is required

to renmove the building and | and costs from feeder costs. W



DE 97-171

90
find that the Stipulation’s use of the Bell Atlantic and

Tel ecom Model outputs, for switch and | oops respectively, does
not conprom se the resulting costs. W therefore proceed to
consider the recurring cost analyses put forward by the AT&T
HAI 5.0a on the one hand and the Stipulation on the other.

(a) Loop Costs

Qutside Plant Model: W find that the outside plant

nodel ed by the Tel ecom Model is a better representation of the
reality of customer location while the HAl 5.0a is nore of an
abstraction. Wiile an abstract can provide a useful construct
for some purposes, for purposes of pricing unbundl ed network
el ements in New Hanpshire we require nore precision if it is
reasonably avail able. The evidence shows that the HAlI 5. 0Oa
produces a network that is too far renmoved fromthe current
network configuration to be useful during the next decade.

The HAI 5.0a assunes perfect efficiencies and thereby fails a
reality test that we believe the TAct requires, a belief which
is confirmed by lowa Il1l. lowa Ill, as discussed supra at 58,
rejects the “hypothetical network” basis for TELRI C-conpliant
costing. W find that the Tel ecom Model passes that reality
test, as shown by the fact that it produces results for line
counts and | oop lengths that better reflect the New Hanpshire

reality.
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Pursuant to Section 252(d), we nust determ ne “just and
reasonabl e” rates for network elements. In addition, {685 of
the FCC s Local Conpetition First Report and Order anticipates
costs based on the nost efficient technol ogy deployed in the
ILEC' s current wire center |ocations. As supported by the 8th
Circuit’s decision in lowa Ill, we interpret this to nean that
t he necessary reasonabl eness required by the TAct nust be
judged by reference to the increnental costs that |LECs
actual ly expect to incur.16

AT&T's HAlI 5.0a is based upon incorrect assunptions for
New Hanpshire and thereby produces unreasonable results which
we cannot approve. The HAlI 5.0a designs and builds an
entirely new, full-grown instant network, ignoring the actual
met hods by which any carrier would produce a network. For
instance, it assunes that all outside plant structure will be
shared i medi ately, that aerial cable will not need poles to
support it in the densely popul ated areas of New Hanpshire,
and that cable is buried where New Hanpshire’'s granite
t opography will not permt buried cable. W agree with Staff

t hat the geocoding relied upon by the HAlI 5.0a does not

16 ¢ note that the U.S. Supreme Court will consider lowa |1l again,
havi ng granted certiorari in response to separate petitions by the FCC, AT&T,
Worl dCom I nc., Verizon Communi cations and General Conmmunications. FCCv. |owa
Uilities Board, 121 S.Ct. 878, cert. granted (U. S., Jan. 22, 2001) (No. 00-
587).
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produce realistic custoner |ocations and is further abrogated
by “rectangul ari zi ng” New Hanpshire’ s anything but rectangul ar
terrain for purposes of estimating anounts of distribution
cable. W also find convincing the fact that the Nevada
Public Service Conm ssion reported to the FCC and the FCC
agreed that the HAI Model underbuilds the network by failing
to use actual custonmer |ocations.

OQur decision to reject the HAl 5.0a for costing UNEs is
not lightly taken. We note that the FCC endorsed the use of
geocoded data for national universal services purposes. Fifth
Report & Order, Federal State Joint Board on Universal
Service, 13 F.C.C.R 21323, rel eased Cctober 28, 1998.

However, the FCC rejected the use of geocoded data for
determning with precision the actual UNE costs |likely to be
incurred at specific locations. The FCC specifically rejected
AT&T s surrogate nethodol ogy for | ocating custoners who cannot
be geocoded and rejected the HAI algorithmfor clustering
custoner | ocations, as well as its polygonal distribution
cabl e estimation technique. Various versions of the HAI

Model , including version 5.0a, have been found unreliable by

sone ot her state conmm ssions, including California, South
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Carol i na, Washington and Massachusetts.!” Most recently, |owa
1l rejects AT&T s basic assunption that a TELRI C-conpl i ant
nodel rnust utilize the nost advanced technol ogy in existence. 8

The Tel ecom Model, in contrast to the HAI 5.0a, produces
out puts that represent a substantially operative New Hanpshire
network. The outputs w thstand conparisons to the existing
net wor k, such as pole counts and custoner |ocations. Thus, we
are satisfied that the Tel ecom Model is serviceable for the
pur pose of costing UNEs in New Hanpshire.

UDLC v. IDLC: As in our analysis in Section Ill.B.6 above

regardi ng the network assunptions proper for a NRC nodel, we
find that the forward-|ooking network consists of a bl end of
equi pment. Therefore, bal ancing the need to encourage
conpetition and to avoid confiscation, we cannot adopt AT&T s
proposal that a total GR-303 IDLC network should be presuned.
As in the NRC analysis, we conclude that it is reasonable to

assume 50% TR-008 IDLC for a recurring cost nodel.

T california Public Wilities Conmissi on, Rul emaki ng R93- 04- 003,
Deci si on 98-02-106 (Feb. 19, 1998); South Carolina Public Service Conm ssion,
O der No. 98-322, May 6, 1998; Washington Wilities and Transportation
Commi ssi on, Docket UT-960369, Eighth Supplenental Oder, April 16, 1998;
Massachusetts Dep’t of Public Uilities, D.P.U 96-73/74, et al., Phase 4,
O der (Dec. 4, 1996);

8 ona 111 agreed with the ILEC petitioners that a cost nethodol ogy
nust determ ne the cost of providing actual facilities and equi prent, not a
state of the art network which uses avail abl e technol ogy ideally configured
but neither deployed by the |ILEC nor used by the conpetitor.
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Copper/ Fi ber Feeder M x: AT&T' s nodel assunes the

nost cost effective point to place fiber feeder is for |oops
greater than 9,000 feet while the Tel ecom Mbdel assunes fi ber
feeder will be placed in | oops greater than 15,000 feet. |In
its brief, AT&T acknow edges nost outside plant engi neers use
a 12,000 foot breakpoint in nodels which purport to be TELRIC
conpliant. We find 12,000 feet to be a nore reasonabl e
assunmption than the 15,000 feet used in the Tel ecom Model .
According to the record in DR 89-010, of which we take
adm ni strative notice, in particular in an increnmental cost
study filed by Bell Atlantic (then d/b/a New Engl and Tel ephone
and Tel egraph Conpany), fiber is placed in New Hanpshire in
| oops that are greater than 12,000 feet. The Tel ecom Mbdel
shoul d be reconputed using 12,000 feet as the copper/fiber
br eakpoi nt .
(b) Switch Costs

Qur above analysis of the nerits of the HAI 5.0a holds
true with regard to switching costs. Accordingly, we reject
the HAI 5.0a nodel for New Hanpshire and consider the
switching costs put forward in the Stipul ation.

According to AT&T and the OCA, the stipulated switching
cost is entirely arbitrary. Seeing that the $325 figure is

t he product of an equation based upon a nunber of individual
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conmponents, we |look to the basis of the individual conponents
to determne if they are rationally based or arbitrary. The
i ndi vi dual conponents of the equation are:

- SCI' S docunented switching investnent anount
- Unmbilical s amount

| nstall ati on Fact or
- Power Factor

- Right to Use Fees

aa WO N P
1

We consider the SCIS anount, the installation factor, and the
right to use fees, as no party contested the unbilicals anount
or the power factor here.

AT&T objects to the SCI'S anobunt as excessive because, as
revised per the Stipulation, it used an 80-20 weighting to
i nclude the vendor discounts for both new and growth switch
purchases to calculate the input price of a switch. AT&T
claims that only new switch discounts are pertinent and that
SCI'S can be used to estimte new switch purchases only. W
are not convinced of those points. As we have determ ned
above, a reasonabl e approach to nodeling a forward-I| ooking
network requires sone relationship to the reality of the
current network world. Bell Atlantic’s initial use of an all-
growt h di scount is unacceptable; AT&T' s use of all-new switch
di scount is equally unacceptable. The Stipulation s weighted
di scount is a reasonabl e approach in these circunstances. W

do not agree with the OCA s post-hearing suggestion that the
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SCI S results, as revised and presented in Exhibit 62, need to
be reduced further. Therefore, we accept the SCIS results as
revised and presented in Exhibit 62.

We find convincing the argunents put forth by AT&T
regarding Bell Atlantic’s installation factor of 52.11
percent. The installation factor is too high, reflecting
enbedded costs entirely. We will not, however, nerely inport
fromthe Bell Atlantic South area a 20 percent factor AT&T
argues is forward | ooking. As in several other areas of
conflict between AT&T and the incunbent, we find neither
proposal entirely convincing. We will therefore order the
use of an installation factor which we believe is reasonable
and justifiable: 36%

After considering all the argunments regarding right-to-
use fees (RTUs), we find that Bell Atlantic’s RTU fees were
not expensed but, rather, they were capitalized. Therefore,
the RTU fees are not being doubl e-counted in this nodel.

Economi ¢ cost nodeling is an inprecise art that aspires
to establish a zone of reasonabl eness rather than a single
correct answer. Wth regard to |oop costs, we neasured
reasonabl eness by conparison to verifiable external sources.
Simlarly, we consider whether the proposed switching costs

are within the zone of reasonabl eness in |light of external
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sources. Exhibit 76 provided a list of 25 dial-wth-dial

switch conversions in New Hanpshire. Exhibit 87 updated that
list to include additional conversion costs. Exhibit 87
provi des the external neasurenent by which we find that the
switching costs, as slightly nodified by a decreased
installation factor, represent forward-I|ooking costs
acceptable for use in this docket. The switching cost per
line accordingly beconmes $294. 61.

AT&T's objection to the inclusion of switching costs in
the recurring cost portion of the SGAT is not credible. Just

as loop costs “recur,” as that termis used in UNE cost
nodel ing, so too do switch costs. The forward-|ooking nature
of these studies includes the concept that neither |oop nor

switch costs occur as one-tine costs.

Common Cost Factor: Bell Atlantic’s cost nodel applied a

common cost ratio to various investnents in the nodel, based
on the relationship between the conpany’s historical expenses
and historical investnents. Bell Atlantic advocated a ratio
of historical expenses to historical investnents, which in

ef fect anobunted to a common cost factor of 33% for al
recurring costs. AT&T advocated a 10.4% conmon cost factor.
The Stipul ati on supported by Staff and Bell Atlantic contains

a 15% conmmon cost factor for swtching costs and Bel
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Atl antic’s higher common cost factor for all other recurring
costs.

Al t hough we have decided that the Stipulation s use of
two different cost studies for recurring costs does not
conprom se the TELRIC outconme of this Track of the proceeding,
we cannot approve different common cost factors within one
recurring cost study wi thout nore support for the variation.
To judge that the cost study’'s results are reasonable, we nust
find that the common cost factor is reasonable. On the record
bef ore us the reasonabl e approach utilizes one commopn cost
factor for every portion of the nodel. On the basis of
credibility, we find that a 15% common cost factor is
reasonable for all relevant recurring costs.

D. Col | ocation

1. Physi cal Col |l ocation Costs in General

Physi cal collocation costs are incurred by Bell Atlantic
to prepare suitable building sites, to construct the
col l ocati on cage area, extend the CLEC s cables to the
col l ocation area, provide cable within the building and
provide DC power. Bell Atlantic initially filed cost studies
i n support of proposed costs for 300 and 100 square foot
physi cal coll ocation cages. Later, Bell Atlantic added

proposed costs for a 25 square foot m ni-cage. The cost
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studi es used cost figures fromBell Atlantic’s actual
experience of providing collocation in Massachusetts because
projects had not been conpleted in New Hanpshire at the tinme
of filing.

Bell Atlantic estimted costs for physical collocation in
three categories: non-recurring, recurring, and time and
materials (T&W charges. The category of non-recurring costs
has three conponents: 1) construction and installation of cage
facilities, 2) provision of the Point of Term nation (POT)
frame,® and 3) provision of engineering and adm ni stration
(E&A) tasks. The recurring costs category also has three
conponents: 1) carrying charge factors for the POT frame, 2)
bui | di ng costs per square foot, and 3) power investnent per
anp?°. The T&M costs category includes tinme and materials
charges for pulling and splicing cable to the cage froma
manhol e; the T&M charges are uncontested in this docket. Bel
Atl antic proposes to recover its non-recurring costs through a
one-time paynent, nade up-front by the collocating CLEC, it
proposes to recover its recurring costs through nonthly

char ges.

© APOT frame is a rel ay rack that houses the term nation equi pnent
used to provi de access between the CLEC s equi pnent and that of Bell Atlantic.

20 Anp is the abbreviation of anpere. An anpere is a unit of electric
current equivalent to the flow of current produced by one volt applied across
a resi stance of one ohm
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2. Non- Recurring Costs for Physical Collocation

a) Bell Atlantic - Non-Recurring Costs
for Physical Collocation

Cage Construction and Installation

For its New Hanpshire cage construction cost study, Bel
Atl antic used the average | abor and material prices of
contractors who actually installed ten collocation projects in
Massachusetts. |In response to a record request during the
hearings, Bell Atlantic reviewed the results of 10 New
Hanmpshire collocation projects. The New Hanpshire projects
averaged about $9000 nore than the Massachusetts projects.

The cost difference, according to Bell Atlantic, resulted from
the use in New Hanpshire of card readers for security
entrances, wire nmesh ceilings on collocation cages, and the
need for nore conditioning of common areas. According to Bel
Atl antic, Massachusetts has now adopted these additional
security practices.

Bell Atlantic stressed that its non-recurring cage cost
is an average cost, that no project can be considered
“typical,” and that because Bell Atlantic has no way of
proj ecting how many or what size cages will be requested by
CLECs, cages cannot be nass-produced. For non-recurring
col l ocation, Bell Atlantic clains $18, 948 as the statew de

average cost for a 300 square foot cage and $16, 717 for the
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100 square foot cage. Hence, the proposed cost is neither an
“individual case basis” nor the | owest possible price.

Bell Atlantic says it incurs both fixed and vari abl e non-
recurring construction costs for 300 and 100 square foot
cages. The fixed costs remain the same for both sizes of
cages. They are the site preparation costs, including
el ectric service, cable slot or core hole installation, daily
site clean-up, floor repair, protection of working equi pnent
during construction, and m scel |l aneous hardware. The variable
costs are for the cage material itself, which varies by cage
Si ze.

Bell Atlantic also devel oped non-recurring costs for its
25 square foot mni-cage. According to Bell Atlantic, only
the variable costs for the mni-cage differ fromthe | arger
col l ocati on cage costs. They are derivative of the | arger
cage non-recurring costs: Bell Atlantic cal culated 50% of the
vari abl e non-recurring costs of the 100 square-foot cage and
added that to the fixed costs.

Bell Atlantic contends that all its collocation costs are
conservative and reasonabl e cal cul ati ons of forward | ooking
costs that will actually be incurred. Bell Atlantic refutes

criticisnms of its proposal for cage construction by clain ng:
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> w t hout forecasts of the nunmber and sizes of cages CLECs
will require, it cannot mass produce the cages to obtain
ef ficiencies;
> construction costs will not decrease over tine as a

result of experience because cage el enents are not
expected to experience any technol ogi cal breakthroughs;

> Bell Atlantic conducts a bid process for construction
which clearly sets vendor requirenments; and

> Bell Atlantic’ s hourly rates are reasonabl e and not
i nfl at ed.
POT Fr ames

Bell Atlantic based the cost of the POT frane, the
structure that houses the term nation equi pment used to
provi de interconnection between the CLEC equi pment and Bel
Atlantic facilities, on recent vendor material prices for POT
frames and the associated installation hardware. Bel
Atlantic then determ ned an installation cost by nultiplying
the POT frame material costs by an installation factor.

POT frame costs for the 25 square foot m ni-cage, Bel
Atlantic avers, will be the same as those for the | arger cages
because the procedures and activities of Bell Atlantic
personnel are not dimnished as a result of cage size.

I n support of its POT installation charges Bell Atlantic
argues that adequate information has been presented to show
that its POT installation costs are conservative. Bel

Atl antic al so contends that placenent of a POT franme requires



DE 97-171

103

engi neering and adm nistration efforts, separate and apart
fromthe Engi neering and Adm nistrative (E&A) expenses dealt
with in c) below. Therefore, Bell Atlantic adds an E&A
expense to the POT frame charges.
Engi neering and Adm ni stration

Bell Atlantic’s E&A costs arise in three areas:
col | ocati on application and site-survey processes, CO
engi neering, and real estate analysis. E&A costs were
cal cul ated by determ ning the average tine Bell Atlantic
enpl oyees estimted they spend on the specified tasks, and
mul tiplying that figure by the appropriate | abor rate. The CO
engi neering costs vary according to whether the request is the
first or a subsequent application for collocation in a CO
Bell Atlantic calculates that the subsequent applications take
28.5 hours to process as opposed to 40 hours for the initial
application. Bell Atlantic devel oped costs by a weighting
formul a, assum ng four cage applications per CO and using the
hi gher nunmber of hours once and the | ower nunmber 3 tines.

E&A costs for the 25 square foot mni-cage, Bell Atlantic
avers, will be the same as those for the 100 and 300 square
f oot cages because the procedures and activities of Bell
Atl antic personnel are not dimnished as a result of cage

si ze.
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I n support of its E&A charges, Bell Atlantic enunerated
all the hours, associated activities, and the titles of the
i ndi vidual performng the work. Collocation E&A includes
coordi nation of and activity by interoffice facility
engi neers, equipnment engineers, conmon systens engi neers, real
estate managers, and security staff. Bell Atlantic indicates
that efficiencies were factored into the work tinmes and cl ear
instructions were given to the personnel who estinmated the
time spent. As a result, Bell Atlantic argues, its proposed
EQA costs represent a fair average that can reasonably be used
in the SGAT tariff.

b) AT&T - Non-Recurring Costs for
Physi cal Col | ocati on

AT&T argues that Bell Atlantic has not nmet its burden of
proving that its proposed non-recurring collocation costs are
reasonabl e. AT&T asserts that Bell Atlantic’ s collocation
cost studies are not TELRIC-conpliant because they rely on
hi storic construction costs, based on the cost of six cages
built in Massachusetts by two contractors. AT&T al so points
out that the sanple size is very small and asserts it is
therefore statistically unreliable. The broad range of prices
charged for the collocation prices denonstrates, according to
AT&T, Bell Atlantic’s inefficient nethod of awardi ng contracts

on a cost-plus basis rather than conpetitive bidding. Bel
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Atl antic’s cost-plus approach encourages | ess-than-efficient
pl anni ng and engi neering practices, AT&T clains. In sum the
Bell Atlantic cost studies for construction do not produce a
forward-| ooking result and should be rejected by the
Comm ssi on.

AT&T al so objects to the | abor charges Bell Atlantic
proposed for E&A and for installation for both physical and
virtual collocation. According to AT&T, E&A charges anount to
approxi mately 25% of the costs of a | arge cage based on bald
assertions of the time necessary for Bell Atlantic staff to
conplete certain tasks. Bell Atlantic’'s tinme estimates are
unsubst anti at ed, AT&T argues, and shoul d be rejected.

Even if the collocation costs were not unreasonable, AT&T
argues, conpelling CLECs to pay |large fees in advance of
commenci ng business will discourage conpetition and unfairly
burden conpetitors. In order to encourage conpetition, AT&T
asserts that non-recurring coll ocation costs should be
anortized over a nmulti-year period.

c) BayRi ng - Non-Recurring Costs
for Physical Collocation

BayRing argues that Bell Atlantic’s collocation costs
must be rejected because they are not TELRIC conpliant.
BayRi ng contends that the Bell Atlantic cost study is based on

hi storical data about out-of-state construction projects which
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were contracted on a cost-plus basis rather than a conpetitive
bid. Further, according to BayRing, the study uses too few
projects to be statistically significant, includes
unreasonably high | abor rates, and has not been vali dated by
New Hanpshire projects. BayRing urges the Comm ssion to heed
t he NYPSC s observation about Bell Atlantic’ s collocation cost
analysis in its Phase 3 Opinion and Order, Case 95-C-0657, et
al. at 32 (February 22, 1999). The NYPSC said in that order,
...[T] he purposes of a TELRIC anal ysis include overconi ng
the need to rely on any one conpany’s processes and
associ ated costs--unless that conpany has persuasively
shown themto be forward-| ooking best practices,
sonet hi ng New York Tel ephone has not done.
| f the Comm ssion does accept sone formof Bell Atlantic
costs, BayRing argues, the Comm ssion should develop a refund
mechanismin order to renove any possibility that Bel
Atl antic could over-recover for collocation. The NYPSC
directed that New York Tel ephone’s conpliance filing include a
“carefully defined and suitably limted nmechani sm for dealing
with significant over- or under-recovery.” |Id., at 67-68.
BayRi ng further urges the Conm ssion to order Bel
Atlantic to pay a proportionate share of collocation costs in
the event Bell Atlantic needs to use sone of the prepared

col | ocati on space for its own purposes in the future.

Finally, BayRing agrees with AT&T that Bell Atlantic should
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all ow CLECs to anortize collocation paynents over tinme, rather
than requiring a large up-front paynment. The anortization
provision w Il encourage conpetition and will assist Bel
Atlantic in nmeeting its merger commtnents to the Comm ssi on.

d) OCA - Non-Recurring Costs for
Physi cal Col | ocati on

The OCA objects to Bell Atlantic’s non-recurring cost
| evel s as excessive in general, pointing out that other areas
of Bell Atlantic’s cost studies have doubl ed the costs which
coul d be considered reasonable. The OCA agrees with the
argunments presented by other parties as to why the costs are
excessi ve.

e) Staff - Non-Recurring Costs for
Physi cal Col | ocati on

Staff agrees with AT&T, BayRi ng, and the OCA that Bel
Atl antic’s proposed non-recurring construction costs are
exorbitant. In Staff’s opinion, the $18,948 charge for
bui l ding a 300 square foot wire mesh cage is not a | ong-run
forward-| ooking increnmental cost. Bell Atlantic’s cost-plus
met hodol ogy produces a high average cost that would be reduced
by a bidding process. Bell Atlantic has presented no
evi dence, according to Staff, to validate its historic costs
as forward-1ooking. Furthernmore, Staff contends that Bel

Atlantic’s | abor costs are nuch inflated, even when all owances
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are made for unexpected events that would | engthen the
bui | di ng process. Staff also objects to Bell Atlantic’s
inclusion of site preparation work in its collocation costs,
contending that site preparation is analogous to retrofitting
a house with wiring rather than installing the wiring at the
time of initial construction. A forward-I|ooking cost study
should reflect initial construction cost, according to Staff,
not retrofitting costs.

Bell Atlantic’s E&A costs, according to Staff, provide no
credi bl e support for the work tinme estimates. Using the
exanpl e of the 77 hours Bell Atlantic clainms are necessary in
total to process each CLEC application, Staff argues that no
surveys were undertaken; rather, Bell Atlantic held individual
conversations with various enpl oyees. No subject matter
experts validated the tines, and no efficiencies were factored
into the estimtes. Staff argues that these flaws in the E&A
charges apply throughout Bell Atlantic’s collocation cost
studi es, whether for physical or virtual collocation.

Staff objects to the 1.3477 installation factor for POT
frames because it is based on unverifiable enbedded cost data.
The source information for the factor is Bell Atlantic’s
Conti nui ng Property Records (CPR). Staff pointed out that the

validity of Bell Atlantic’'s CPR had been chall enged at the
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FCC?! because audits of a number of |LECs, including Bel
Atlantic, uncovered CPR entries for equi pment that could not
be found, thus suggesting that the assets were not used in
accordance with FCC rules and could inproperly inflate costs.
As a result, Staff argues, the Conm ssion cannot determn ne
whet her it is accurate. ??
f) COWMM SSI ON ANALYSI S -
NON- RECURRI NG COSTS FOR PHYSI CAL
COLLOCATI ON
Non-recurring Costs In General
The TAct provides that Bell Atlantic nust nake space
available in central office buildings to CLECs for placenent
of the equi pnent necessary for interconnection and access to
UNEs. Section 251(c)(6) of the TAct requires Bell Atlantic to

make both physical and virtual coll ocation arrangenents

avai l able to requesting carriers on rates, terns, and

21 1998 Bi enni al Regul atory Revi ew Revi ew of Depreciation Requiremnents
for Incunbent Local Exchange Carriers, CC Docket No. 98-137, Aneritech
Cor poration Tel ephone Qperating Conpani es’ Continuing Property Records Audit,
et al., CC Docket No. 99-117 GTE Tel ephone Qperating Conpani es Rel ease of
Information Gbtained During Joint Audit, AAD file No. 97-26, Further Notice of
Proposed Rul enaki ng, FCC 00-119, 15 FCC Rcd 6588 (rel. April 3, 2000).

22 The FCC's investi gation of Bell Atlantic’s CPR has ended. By Oder
00-396, In the Matter of 1998 Biennial Regulatory Review, CC Docket No. 98-
137, CC Docket No. 99-117, AAD File No. 98-26, (released Novenber 7, 2000),
the FCC decided not to pursue its investigation of the audits with regard to
i mproperly purchased or utilized assets because of its recently adopted
interstate access charge reforns, changes in the interstate rate structure,
and the age of the CPR audits. However, the FCC “renui n[ed] concerned about
the RBOC s poor record keeping that these audits reveal ed” and directed the
Common Carrier Bureau to work with the RBOCs to inprove the accuracy of their
property records and accounts. |d. at Y13.
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conditions that are just, reasonable, and non-discrimnatory.
In “physical” collocation, Bell Atlantic provides CLEC
personnel access to the CLEC s equi pnment which has been pl aced
in Bell Atlantic’s CO. In *“virtual” collocation the CLEC
transfers ownership of its equipnment to Bell Atlantic; the
equi pment is placed in relay racks in the same area as Bel
Atlantic’s simlar equipnment, and Bell Atlantic maintains the
equi pnmrent at the direction of the CLEC. See Local Conpetition
First Report and Order, 11 FCC Rcd at 15784, n. 1361; and at
15785, 9559. The TAct directs that an increnental costing
met hod shall be used to price collocation to the CLECs. 47
U S.C. 8252(d)(1).

The FCC delineated the m ni mumrequirenments for the
provi sion of collocation in its First Report and Order, In the
Matter of Deploynent of Wreline Services Ofering Advanced
Tel ecomruni cati ons Capability, FCC 99-48 in CC Docket No. 98-
147 (hereinafter, Advanced Tel econs Order), released March 31,
1999. The FCC s ruling in the Advanced Tel econs Order
directly affects this docket and our analysis of collocation
costs. The Advanced Tel econms Order requires ILECs to permt
col l ocati on of any equi pnent used for the purpose of gaining
i nterconnection or access to UNEs, without limtation on the

use of any features or capability of the equi pment, including
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switching capability. Requiring ILECs to optim ze the space

avai l able at their prem ses in order to foster deploynment of
advanced services even in rural areas, the FCC ordered |LECs
to make avail able different kinds of collocation and to
provi de al nost unfettered access to the coll ocated equi pnent.
Bell Atlantic, therefore, nust permt both shared cages and
cagel ess collocation, nmust provide direct access in any unused
space without the necessity of separate entrance or
i ntermedi ate arrangenents, may not inpose unreasonable m ni mum
space requirenent on CLECs, and must permt the CLEC 24 hour/7
days access to its collocated equi pnent, inter alia. Advanced
Tel ecoms Order, 11 39-51.

Keeping the FCC' s directives in mnd, we predicate our
anal ysis of the costs proposed for collocation on a
recognition that Bell Atlantic bears the burden of proving
t hat the charges are reasonable and forward-I|ooking. For each
conponent of the non-recurring and recurring costs of
coll ocation, Bell Atlantic nust denonstrate (1) the reasonable
basis for and (2) the forward-1|ooking nature of its charges.
Non- Recurring Coll ocation Costs for Cage Construction

The basis for Bell Atlantic’ s cage construction charges
is clear and no party has objected to the technol ogy proposed.

Furt hernore, we are convinced the cost is not zero and no



DE 97-171

112

party has provided a convincing cal cul ati on of the cost. W
must, on this record, ook to historic cost as a basis for
forward-| ooking costs. However, we find that the proposed
costs are unreasonabl e because they were derived from an
average of a very small nunmber of actual construction
projects. Further, the costs were obtained through “cost-
pl us” contracts. Thus, the historic costs of each project may
not have been as efficiently nmanaged as those which could have
been obtained in a conpetitive bidding process for the
opportunity to construct the collocation cages. Therefore, we
find that Bell Atlantic has not nmet its burden of proof that
t he proposed charges are reasonabl e, despite the fact that
they are based on actual install ations.

Al t hough Bell Atlantic argues that a one-at-a-tine,
i ndi vi dual case basis approach is necessary because CLECs wi ||
not divulge their planned demand for cages, we agree with the
Massachusetts Department of Tel ecommuni cations and Energy’s
observation that “Bell Atlantic |ikew se cannot know with
certainty the underlying demand for its own retail services,
and yet Bell Atlantic plans and designs its networks and its
procurenment and construction programto achieve the greatest
possi bl e efficiencies given that uncertain demand.”

Consol i dated Petitions of New Engl and Tel ephone and Tel egraph
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Conpany, et al. for Arbitration of Interconnection Agreenents,
DPU/ DTE 96- 73/ 74, 96-75, 96-80/81, 96-94-Phase 4-G, at Section
I11.A 2, 96 (issued June 11, 1998). We are not convinced that
t he degree of custom zation required precludes accounting for
efficiencies in the planning, design, and procurenent costs
and thus avoiding over-inflated construction costs. This is
especially rel evant where, as here, the forward-| ooking
costing approach contenpl ates an energi ng network rather than
a reconfigured old network

In order to determ ne adequately forward-I|ooking costs
for cage construction, and in light of the fact that Bel
Atl antic has had the opportunity to construct a nunber of
cages of varying sizes in New Hanmpshire by now, we will direct
Bell Atlantic to provide, within 30 days of the date of this
order, current costing information for such actua
construction. W will direct Staff to review the information
and report to us within 15 days. W may, on the basis of
Staff’'s report, order Bell Atlantic to issue a Request for
Proposals (RFP) for construction of nultiple cages. The RFP,
by its nature, would obtain current New Hanpshire-specific
data and take into account any cost efficiencies that could be
obtai ned i n planning, designing, and contracting out work for

multiple cages in the nultiple-carrier CO W anticipate that
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Bell Atlantic possesses and will provide sufficient current
cost information, representing reasonable costs for cage
construction, so as to obviate the need for an RFP.
Non- Recurring Costs for POT Frames

Bell Atlantic proposes as non-recurring collocation costs
for POT frames the installed investnent in the POT franme
(investment tines installation factor). The threshold issue
is whether the installed investnment cost is reasonable. These
costs are historically accurate and recent and, therefore,
bear the necessary relation to reality we require to determ ne
that it is a good representation of a reconstructed network
t hat enpl oys the nost efficient technology for reasonably
foreseeabl e capacity requirenents. As for the installation
factor, it is not dissimlar to what we are approving for
other installations and we will therefore approve it. In sum
we are convinced that Bell Atlantic’ s cost figures for POT

frames are reasonable and credi bly forward-1| ooking.
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Non- Recurring Engi neering & Adm nistrative Costs

Bell Atlantic’ s proposed non-recurring E&A costs were
severely criticized as excessive by Staff, AT&T, BayRi ng, and
the OCA. Contrary to their efforts regardi ng other non-
recurring costs, however, none of those parties suggested
alternative figures or any nmethod of reducing those figures.
Bell Atlantic presented only one estimated average tinme for
perform ng the tasks necessary to process a collocation
application; Bell Atlantic’ s presentation did not include
m ni mum maxi mum and average tinmes as was the case regarding
non-recurring OSS costs. Based on the record, we find that a
20 percent reduction in the proposed E&A charges produces
reasonabl e and justifiable charges. W wll so order.
Non- Recurring Site Preparation Costs

The Advanced Tel ecoms Order directs that charges for

space preparation, security and other collocation expenses are
to be allocated on a pro rata basis so that the first
col l ocat or does not bear the entire cost. As an exanple, in
151 of the Advanced Tel ecoms Order, the FCC posits a cagel ess
col |l ocati on arrangenent that requires air conditioning and a
power upgrade. In that hypothetical case the FCC determ ned
that the ILEC is not permtted to require the first coll ocator

to pay the entire cost of site preparation. |Instead, the FCC
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requires an ILEC to devel op a system of “partitioning the
cost” (Y51) via a ratio of the conditioned space to the
overall space. The FCC |eaves it to state comm ssions to
determ ne the proper pricing nethodology to ensure properly

al l ocated site preparation costs. In light of the FCC s
Advanced Tel ecoms Order, we will order Bell Atlantic to file
its method of partitioning the site preparation costs, as part
of its conpliance filing in this docket.

Further, in order to foster the entrance of collocated
CLECs, and in the interests of establishing just and
reasonable rates for collocation, we will allow al
collocation NRCs to be anortized over a period of up to 5
years, at the CLEC s option, wth a carrying charge equal to
t he overall cost of capital included in the cost study, for
t he unanortized balance. As in any anortization process, Bel
Atl antic woul d have recourse against a given CLEC in the event
of failure to pay its recurring or unanortized non-recurring
char ges.

3. Recurring Costs for Physical Collocation

a) Bell Atlantic - Recurring
Costs for Physical Collocation

Recurring POT Frane Costs

Bell Atlantic proposes to charge on average $153 per year

as a POT frame recurring cost. To develop recurring costs for
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the POT frame, Bell Atlantic nmultiplied the installed

i nvest nent by carrying charge factors, including building

i nvest nent and cost factors, as well as joint and commopn cost
factors.

Bell Atlantic Recurring Building Costs Per Square Foot

Bell Atlantic’ s cost study identifies a recurring cost
per square foot for each density zone, nmultiplied by the
amount of fl oor space occupi ed by each cage, to determ ne an
annual charge. The wei ghted average recurring cost per
assi gnabl e square foot is based on Bell Atlantic’s CO buil ding
investnent. The CO buil ding investnment per square foot was
mul tiplied, according to Bell Atlantic, by an appropriate
carrying cost factor to obtain the recurring cost per
assi gnabl e square foot for each CO and each density zone.

Bell Atlantic argues that its nethodol ogy usi ng booked
investnment is nore appropriate than using tax assessed val ues
for the COs, as Staff suggests. Tax assessnents do not take
into account the tel ecommunications-specific building needs
and cannot be based on conparabl e buil di ngs because there are
none. Furthernore, Bell Atlantic argues, the booked value is
a conservative value, pointing out that its alternative was to
use the SGAT Recurring Cost Study value, which utilizes a

current cost to book cost ratio (CC/BC). Using the CC/ BC



DE 97-171

118

woul d have increased building costs significantly, according
to Bell Atlantic.
Bell Atlantic Recurring Power Costs for Physical Collocation
To identify a cost for DC power per anp, Bell Atlantic
determ ned the investnent required to install the type of
power plant that would currently be ordered, which includes
the m croprocessor plant, rectifiers, batteries, automatic
breakers, power distribution cabinet, and emergency
di esel /turbine. An installation factor, a carrying charge
factor, a building factor, and a joint and common cost factor
were then applied to conmpute an annual recurring cost per anp
for each density zone for all collocation cages requiring over
60 anps. The same process was used, but reflecting the
addition of a battery distribution fuse bay, to conpute an
annual recurring cost per anp for each density zone for al
col |l ocation cages requiring |l ess than 60 anps.
According to Bell Atlantic, both AT&T and Staff are wrong
to exclude the cost of investnment in electrical power
equi pnent. Bell Atlantic clains that the fact that cages w |
produce no quantifiable increases in DC power equipnent costs
is immaterial. In support of this contention, Bell Atlantic
cites the Massachusetts DTE order finding the Bell Atlantic

met hod sound “because it properly accounts for the increnental
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energy costs associated with providing power to the CLEC s
equi prent.” DTE Order 96-94, Phase 4-G at p. 20 (June 11
1998). Bell Atlantic stresses that the intent of a TELRIC
study is to estimate the increnental cost of providing a
service elenment, regardless of who is utilizing the service
and regardl ess of whether or not the capacity has been
exhausted. Physical collocation is based on the prem se that
CLECs will be installing transm ssion equi pment, which

i nevitably requires some anount of power for which the CLECs
nmust pay.

b) AT&T - Recurring Costs for
Physi cal Coll ocation

AT&T contends that Bell Atlantic has not justified its
proposed power charges. Bell Atlantic’s per anp charge for DC
power is a charge for the equi pnment necessary to produce DC
power, not a charge for the power itself, according to AT&T.
Bell Atlantic has not made any show ng that collocation wll
produce an increnmental need for DC power equi pment in existing
COs. Therefore, AT&T argues, the power cost is not an
incremental cost for providing collocation space. Bel
Atl antic has nerely shown the cost per anp of the equi pnent
used to produce power now. Under TELRIC, therefore, Bel
Atl antic should not be allowed to inpose these charges. In

effect, AT&T argues, Bell Atlantic is attenpting to charge for
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backup power equi pnent that Bell Atlantic already has in place
and woul d continue to maintain for its existing CO equi pnent
whet her col |l ocation occurs or not. AT&T did not brief further
specific argunents regardi ng recurring costs for physical

col | ocati on.

c) OCA - Recurring Costs for
Physi cal Col | ocati on

Reiterating its argunments regardi ng other recurring SGAT
rates, the OCA objects to the square foot rental rate for
col l ocation space. In determning its building cost portion
of collocation space rental rates, Bell Atlantic used the full
asset cost accunulated to include all costs associated with
initial construction, renovation and other costs. The OCA
recomends that the Conmm ssion reduce asset costs in a manner
tied to the anount the asset has been depreciated, as detailed
in Section IV.C. 4 above. According to the OCA, the resulting
reduction of rental to no nore than $10 to $11 per square
foot, including all associated expenses such as utilities,
property tax, and insurance, would be reasonable.

d) Staff - Recurring Costs for
Physi cal Col | ocati on

According to Staff, Bell Atlantic’ s annual buil ding
costs, based on assignabl e square footage in each CO reflect

enbedded booked costs. In Staff's view, booked costs
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represent only what Bell Atlantic has invested in the
property, not what is required incrementally on a forward-

| ooking basis. Bell Atlantic provided no independent third
party anal yses, and no nunicipal tax assessment information
about building values. Staff suggests using an equalization
ratio in order to validate building values and represent
current fair market value, thereby producing a reasonable
representation of TELRI C cost.

Staff argues that Bell Atlantic’ s increnental cost of
addi ng the power capacity to service a CLEC nust be either
zero or a de mninmus anmount. I n support of this position,
Staff points to testinony by Bell Atlantic’s w tness who
averred that anple spare capacity exists currently and
addi ti onal anperage coul d be obtai ned when necessary by
i ncreasing the nunber of rectifiers. An entirely new
m croprocessor plant is unnecessary, but according to Bel
Atlantic’s witness, what Bell Atlantic has put forward is not
an increnental cost but rather a proportional share per anp of
bui l ding an entire m croprocessor plant.

Staff argues that the recent Suprene Court’s lowa |1
deci si on uphol ding the FCC requirenment that |ILECs provi de UNEs
in a conbined form nmeans that no additional DC power charge is

necessary. |In other words, Staff’s position is that no
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separate power charges are necessary or appropriate in a

purely UNE-P environnent.

e) COW SSI ON ANALYSI S - RECURRI NG
COSTS FOR PHYSI CAL COLLOCATI ON

Recurring Costs for POT Franes

No party has specifically argued that the installed POT
frame recurring costs are unreasonable, and we find that Bel
Atlantic’s installed POT frame investnment cost is reasonable.
We al so approve the joint & common costs factor, 9.57 percent,
utilized by Bell Atlantic. It cannot be called excessive, as
it is confortably |ower than the 15 percent approved as
reasonable with respect to overall recurring costs in the
Stipulation, and is in fact |ower than the 10.4 percent urged
by AT&T for that purpose.
Recurring Costs for Building

Bell Atlantic proposes a recurring per square foot
charge. For recurring costs, Bell Atlantic subjects the
installed investnent cost for the building space to several
factors: (1) a building carrying charge factor and (2) a joint
and common costs factor. W therefore next consider whether
the factors applied to the installed investnent cost for the
bui | di ng space are reasonabl e.

Bell Atlantic uses its gross booked investnments, nnus

retirenments, to determ ne annual building costs. Although



DE 97-171

123
gross booked investnents do not reflect depreciation, we agree

with Bell Atlantic that depreciation is included in the
bui I ding carrying charge factor. Hence, the building carrying
charge factor adequately covers the necessary elenents. W

al so agree that a CC/BC ratio would produce a higher figure if
depreci ation were accounted for before applying a building
carrying charge factor. As in the case of POT frame recurring
costs, the factors for joint and common costs (together, 9.43
percent) are confortably bel ow any conparabl e upper limt of
reasonabl eness.

VWile it m ght be considered i nappropriate for Bel
Atlantic to recover building costs from CLECs when such costs
are presently in its rate base, such an analysis fails to take
account of the forward-I|ooking basis of utility ratenmaking.
Certainly Bell Atlantic will stand to recover additional
revenues associated with the same patches of building space in
its CO as a result of these charges. However, that fact al one
does not require that we institute a rate proceeding to reduce
Bell Atlantic’s rate base allocation to retail custonmers or to
adj ust other custoners’ rates to reflect the contribution from
the CLECs: the magnitude of the revenues involved woul d not be
sufficient to trigger a revenue requirenments or rate design
i nvestigation. O course, such CLEC revenues will be taken

into account at any time that Bell Atlantic’'s rates or rate
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design i s exam ned. We find that Bell Atlantic’s

recurring building charge per square foot is reasonable.
Recurring Costs for Power

Pursuant to the requirenments of the TAct, 88251(c)(6) and
252(d) (1), as with other types of costs in this docket, Bell
Atl antic nust recover from CLECs its increnental costs for DC
power delivered to the collocation point. It follows that if
there is an increnental cost for producing the power used by
CLECs, Bell Atlantic nmust be made whole. Bell Atlantic has
pri ced power based on the costs of an entire m croprocessor
pl ant. However, although no party disputes that collocators
will draw power, Bell Atlantic has not shown that additiona
power equi pnent nmust be installed in order to nmeet CLEC needs.
Therefore, at present there is no increnmental cost for
generation. Eventually, perhaps, Bell Atlantic will require
nore generation equi pment and will expend funds to build it.
If Bell Atlantic had forecast its future need it would be
possi ble to determ ne the net present value of those future
costs. Wthout such a forecast, and given Bell Atlantic’s own
testinmony that anple power exists, we conclude that, even with
the collocation of multiple new CLECs, new generation
equi pment installation is not on the planning horizon.

Therefore, there is no evidence on this record of Bel
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Atlantic’s increnental cost for power and we will not approve
Bell Atlantic’ s power costs.

Because Bell Atlantic has not addressed the issue of its
incremental electric utility service cost caused by placenent
of CLEC equi pnent in COs, we have not addressed it in this
Or der.

4. Virtual Collocation Costs
a) Bell Atlantic - Virtual Collocation Costs

Bell Atlantic puts forward both non-recurring and

recurring costs for virtual collocation. The non-recurring
costs for virtual collocation, according to Bell Atlantic,

i nclude the | abor costs incurred to (1) place interconnection
cabl es, (2) recover engineering and inplenentati on expenses,
and (3) install and performtesting of transm ssion equi pnent.
Non-recurring tasks include preparation of an estimate for
construction, participation in project managenent activities
and nmet hod of procedure neetings, and installation and turn-up
of the equipnment.

The recurring costs Bell Atlantic clainms for virtual
collocation include five conponents: (a) access charges, (2)
the cost of fire retardant fiber cable to the fiber
distribution frame, (3) the cost of fiber junpers to the

transm ssi on equi pnment, (4) the cost of building floor space



DE 97-171

126

at the per square foot cost developed in the physical
col |l ocati on study, and (5) the cost of DC power at a per anp
cost devel oped in the physical collocation study.

In addition, Bell Atlantic avers, T&M costs will be
incurred for “cable pull and splice” activities. They are the
sane as those for the physical collocation scenario -- certain
ot her m scell aneous charges will apply, Bell Atlantic states,
in circumstances where special training of Bell Atlantic
technicians is necessary, special maintenance or repair is
requested, or if an escort for a CLEC technician is necessary.

b) Gt her Parties and Staff -
Virtual Collocation Costs

AT&T calls for the Conm ssion to reject Bell Atlantic’s
collocation costs in their entirety. AT&T objects to Bel
Atlantic’s non-recurring E&A costs as unsubstantiated for both
non-recurring and recurring virtual collocation costs. In
fact, according to AT&T the sane problens that pervade Bel
Atl antic’s physical collocation studies also infect Bell
Atlantic’s virtual collocation study, resulting in Bel
Atlantic’'s failure to neet its burden of proving that the
costs are reasonabl e and forward-1ooking. BayRing clains the
E&A costs are unreasonably high and unvalidated. Staff avers
that the E&A costs are inflated. Because Bell Atlantic’s

proposed recurring costs for building square footage and power
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costs are identical to those proposed for physical
col l ocation, the parties and Staff object to those charges on

t he sanme grounds detail ed above.
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C) COW SSI ON ANALYSI S -
VI RTUAL COLLOCATI ON COSTS

Labor charges for tasks performed by Bell Atlantic

enpl oyees in the area of virtual collocation suffer fromthe
sanme deficiencies as we determned in the case of physica
coll ocation. While we agree with the intervenors and Staff
that the estimated costs are too high, no specific alternative
was advanced for our consideration, and we find that sone
costs will in fact be incurred. As we determined in the case
of physical collocation, the record supports a finding that at
| east 20 percent of the costs could be avoided through further
econom es, and we will direct Bell Atlantic to reduce its
associ at ed charges accordi ngly.

Qur analysis of Bell Atlantic’s proposed charges for
bui | di ng square footage and power costs for virtual

coll ocation is the same as our analysis for physical
col | ocati on, above. Hence, we will require Bell Atlantic to
revise its charges to renove the proposed power costs, and we
approve the proposed buil di ng space charges.

E. House and Ri ser

1. Parties’ Positions on House and Ri ser

House and riser cable (House and Riser) refers to the

portion of the local distribution plant that is |ocated inside

mul ti-tenant buil dings, either commercial or residential.
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Carrier networks can be efficiently connected to House and
Ri ser cables at a single location within the building. Bell
Atl antic proposes rates for providing connection to the House
and Riser within a nulti-story building to a CLEC that is
providing its owmn link to the end-user. Bell Atlantic
devel oped a standard design for House and Ri ser for use
t hr oughout New Hanpshire.

The Bell Atlantic design consists of three backboards and
six 50-pair bl ocks placed in the basenent of the building; a
300-pair cable is term nated at the basenent bl ocks and pulled
to the top story, with a backboard and 50-pair bl ock placed on
each story. Bell Atlantic proposes that CLECs wi shing to
serve the building will install their own term nal bl ocks
(i.e. backboard and connecting bl ock) near Bell Atlantic’s
existing block to facilitate cross-connection via junper
W res.

| nt erconnection, as proposed by Bell Atlantic, occurs
between the Bell Atlantic network interface device (N D) and
the CLEC s NID and is perforned by Bell Atlantic, not CLEC,
technicians. Separate CLEC bl ocks are necessary in order to
i solate troubles, Bell Atlantic argues, and only Bell Atlantic
technicians can insure the integrity of the network and avoid

the risk of outages.



DE 97-171

130

To cost the House and Riser service, Bell Atlantic
presented a study to determ ne recurring House and Ri ser costs
and a tinme and materials calculation of the non-recurring
i nterconnection costs. The study covered four rate centers in
each of the three density levels. The costs related to the
50-pair term nal investnent, according to Bell Atlantic,
amount to $134.04 per nonth for non-recurring and $0. 60 per
nmont h for recurring.

AT&T objected to Bell Atlantic’s insistence on NID-to-NID
i nterconnection, claimng that direct cross-connection by CLEC
technicians to the Bell Atlantic NI D would acconplish the
i nterconnection nore efficiently and economcally. There is
sinply no need for an extra connection and no need for Bel
Atl antic’s one-tinme charge of $134.04 and it therefore should
be elimnated entirely, according to AT&T.

AT&T al so argues that CLECs should be permtted to
performthe cross-connections, fearing that Bell Atlantic
technicians will not performthe work in a timely manner.
Finally, AT&T requests that the Comm ssion order Bell Atlantic
to share informati on about existing House and Riser facilities

i n New Hanpshire.
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2. COW SSI ON ANALYSI S - HOUSE AND RI SER
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The use of NIDs to acconplish the interconnection woul d
protect consuners fromoutages in service. A NDIis a
connection block to which a customer connects inside wire, in
this case House and Riser cable. The FCC s Local Conpetition
First Report and Order requires that Bell Atlantic provide
access to its NID as a network elenment via the CLEC s NI D; the
FCC did not rule on whether direct connection of CLEC | oops to
an [LEC's NID is required. Local Conpetition First Report and
Order 99 392-396. Nonethel ess, we recogni ze that the proposed
bui | ding configuration is not necessary in all cases and that
it is possible to connect directly to the Bell Atlantic NID.

I n pages 65 to 71 of its Opinion and Order in Phase 2,

Order No. 97-19, dealing with the ALJ' s Recomended Deci sion
regardi ng UNE rates (Decenber 22, 1997), the NYPSC approved
direct connection of CLEC cables to New York Tel ephone’s
(NYT's) NID and a further alternative configuration whereby
the CLEC supplies a term nation “point of demarcation”
arrangenent. The NYPSC conditi oned such direct connection,

whi ch woul d obviate the need for one term nal block and a NI D
to-NI D connection for each cable pair, on (1) capacity

avai lability, (2) the rules governing equi pnment standards, and
(3) NYT's authority to specify where the cross-connection can

be made so as to preserve NYT needed access. The NYPSC
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deferred the decision as to whether only New York Tel ephone
techni ci ans should be permtted to work on direct connections
to a New York Tel ephone bl ock, despite the recommendati on of
the ALJ, because of ongoi ng discussions between NYT and a CLEC
to permt a 6-nonth trial of cooperative House and Riser
provisioning. 1Id. at p. 71.

The 6-nmonth trial to determne if CLECs could make their
own cross-connections without disrupting service, anticipated
in the NYPSC s Opinion and Order in Phase 2, began in January
2000. On January 19, 2001, both Verizon New York Inc.
(Verizon) and the participating CLEC filed reports on the
results of the trial; additional comments on the results were
filed by Verizon and three CLECs. Noting that over the course
of the trial there were no custonmer service outages caused by
RCN techni ci ans, the NYPSC i ssued an order on June 8, 2001,
concluding that the trialed process “will be valuable in
enhanci ng customer choice and service quality and shoul d be
generally available.” Case 00-C-1931, In the Matter of
Staff’s Proposal to Exam ne the |Issues Concerning the Cross-
Connecti on of House and Ri ser Cables, Order Granting Direct

Access to House and Riser Facilities, Subject to Conditions,

at page 6.
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The conditions inposed by the NYPSC address Verizon’'s

concerns regarding (1) general craftsmanship, and (2) paynent
i ssues. The conditions are:

(1) CGeneral Craftmanship

The carrier wishing to use House and Riser pairs (the
Using carrier or UC) owned by another carrier (the owning
carrier or OC) identifies itself to the OC and indicates, in
witing, its intent to access House and Riser directly. One
representative of the UCis then trained by the OC in the OC s
standards and practices. The OC nust offer training at |east
nmonthly. The UC then trains its own technicians.

(2) Paynment |ssues

The UC nmust negotiate billing and paynment process
agreenents with the OC, including ordering nethods and paynent
verification for pairs used.
The NYPSC s Order Granting Direct Access instructs Verizon and
the CLECs to neet with the NYPSC Staff to develop training and
conpensati on procedures that Verizon will then file inits
tariff. Prior to the devel opnment of these processes, Verizon
is directed to process CLEC requests on a case-by-case basis.
An OC can file a conplaint with the NYPSC regarding
craftsmanship or billing and a finding by the NYPSC of poor
performance will result in restrictions, suspension, or
revocation of the direct access to House and Riser. Carriers
that are unable to utilize the direct access capability were

directed by the NYPSC to use the current New York tariff

provi sions for dispatching the OC s technician.
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Qur goal here is to preserve quality of service w thout
i Nposi ng unnecessary costs on conpetitive entrants.
Accordingly, we will not Iimt House and Riser interconnection
to the design proposed by Bell Atlantic, but will permt CLECs
to utilize the House and Riser interconnect nethods approved
by the NYPSC in its Opinion and Order in Phase 2, subject to
the three conditions inposed by the NYPSC. W wll also
permt direct access to House and Riser, as the NYPSC did and
subj ect to the processes outlined by the NYPSC for
saf eguardi ng craftsmanshi p and paynent.

We will grant AT&T' s request for an order requiring Bell
Atlantic to provide House and Riser information. This is
reasonabl e given Bell Atlantic’ s apparent agreenment to provide
that information. As the incunbent carrier Bell Atlantic is
in sole possession of such information.

F. Non- Cost | ssues

1. Bell Atlantic - Non-cost |ssues

Bell Atlantic’s witnesses filed direct and rebuttal
testi mony regardi ng non-cost issues on July 11, 1997 and Apri
17, 1998. A panel of expert witnesses filed suppl enental
testi mony on Novenber 16, 1998. According to Bell Atlantic’s
w tnesses, the filed SGAT provides a conmprehensive whol esal e

general offering that successfully establishes all three npdes
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of conpetitive entry anticipated by the TAct, i.e.

i nterconnection, UNEs, and resale, and neets the requirenents
of 88251 and 252. Bell Atlantic supports conpetitors via a
dedi cated organi zation called the Tel ecom I ndustry Services
(TI'S), consisting of five teanms, which coordinates the
delivery of quality service to whol esale custoners via uniform
processes. TIS Operations Center personnel act as |iaisons
bet ween the custonmer and nultiple Bell Atlantic departnents.
Bell Atlantic testified to the existence of a three
vol ume CLEC and Resel | er Handbook Series that facilitates
CLECs’ and resellers’ electronic interaction with Bel
Atl antic. The handbook, which has been updated, discusses
products, business rules, and processes. |In addition, Bel
Atl antic states that pursuant to requests of conpetitors and
Staff, the TIS held quarterly neetings in Manchester in 1998,
open to conpetitors operating in one or nore of the northern
New Engl and states. These neetings provided opportunities for
conpetitors to obtain direct answers for specific problenms and
guesti ons.
Bell Atlantic’ s testinony recounts its experience in New
Hanmpshire, up until October 31, 1998, in provisioning
i nterconnection, collocation UNEs, access to databases and

signaling systens, directory listings services, nunber
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portability, reciprocal conpensation, resold services, and
access to OSS. In every area, according to Bell Atlantic, the
provi si oni ng has been successful, with continually inproving
response tines.

Bell Atlantic updated its pre-filed direct testinmony to
detail its OSS accessibility in New Hanpshire. |In particular,
Bell Atlantic explained inprovenments nade to its system
response tinme for nechani zed pre-ordering functions.

Mechani zed pre-ordering functions give CLECs information on
product and service availability and other real-tine

i nformation necessary for effective end user custoner service.
According to Bell Atlantic, its goal was to nake the system
response tinme to a CLEC no nore than 4 seconds |onger than the
systemresponse tine to Bell Atlantic. Bell Atlantic
testified that its goal has been nmet for all of its mechanized
pre-ordering functions.

Bell Atlantic also testified that Electronic Data
| nterchange (EDI), a national standard data format, is now
avail able to both reseller and UNE custoners for pre-ordering
and ordering OSS functions. This represents progress in
converting Bell Atlantic’'s systeminterface to conformto

nati onal standards.
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Bell Atlantic clainms it has procedures in place regarding
access to poles, ducts, conduits and rights-of-way,

i nformati on about which is available to conpeting carriers on
request, as well as an 800 nunber for assistance. Bel
Atlantic clainms that tinmeframes are in place where possible
but that sone aspects of timeframes are situation specific and
cannot be determ ned in advance. |Its License Adm nistration
Staff is in charge of insuring that time commtnments are net
and, in the event that unforeseen circunstances result in the
need for tinme extensions, the custonmer is notified in witing.
CLECs, according to Bell Atlantic, will receive the sanme if
not better service than Bell Atlantic provides itself.

In sum Bell Atlantic avers that no non-cost issues
remai n; non-discrimnatory provisioning is in place. Bel
Atlantic sees no need for assigning a manager for New
Hampshire CLECs. Currently, each CLEC has an Account Manager
who acts as the CLEC s advocate within Bell Atlantic. Bel
Atlantic’s econom es of scale would suffer if every state
mandated a state manager. CLECs are well informed about
procedure, according to Bell Atlantic. The various procedural
handbooks contain |lists of the appropriate contacts for
specific problenms and Section 9.4 of the Bell Atlantic

Graphical User Interface User Guide tell CLECs how to access
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Bell Atlantic’s formal escal ation procedure to resolve
conplaints. Finally, Bell Atlantic points out, a dissatisfied
CLEC can seek redress through the Comm ssion pursuant to RSA
365:1 and the Commi ssion’s Rules Puc 1311.02 and Puc
1312.04(b). Thus, Bell Atlantic clainms it has a fornmal
procedure in place for resolving conpeting carriers’ problens.
2. AT&T - Non-cost |ssues

AT&T asserts that the SGAT should not be approved until
Bell Atlantic denonstrates the ultimte non-cost test, that of
operational readiness. According to AT&T, Bell Atlantic nust
denonstrate its capacity to provide the SGAT services in a
non-di scrim natory manner and in comrercially reasonable
volunes. Such a determ nation regardi ng operational readiness
requires analysis of OSS tests, which were on-going in New
York at the tinme AT&T filed its testinmony and were schedul ed
for later tests throughout the New England regi on. Because
the OSS testing is crucial to a finding of operational
readi ness, AT&T argued that the Conm ssion should defer
consi deration of those issues to a 8271 docket in New
Harmpshi re, which would include OSS testing.

In addition to the need to denpnstrate operational
readi ness, AT&T argues that the Bell Atlantic SGAT filing nust

denonstrate that it provides non-discrimnatory access to
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pol es, ducts, conduits, rights-of-way, and other pathways.
According to AT&T, the pathways include all facilities to

whi ch conpeting carriers require access in order to conpete
effectively, pursuant to the 8271 conpetitive checkli st,

i ncl udi ng manhol es, cabi nets, panels, boxes, renote term nals,
cross-connect cabinets, vaults, risers, etc.

AT&T objects to the SGAT's failure to set provisioning
intervals for obtaining access to the pathways and to the
SGAT' s inclusion of adm nistration fees for preparatory work
and for rights-of-way license fees, inter alia, citing 47
U.S.C. 8224(f) in support of its objections. Section 224(f)
mandates that all utilities must grant tel ecommunications
carriers and cabl e operators non-discrimnatory access to al
pol es, ducts, conduits and rights-of-way owned or controll ed by
the utility.? AT&T clainms inter alia, that Bell Atlantic’s
current and standard interconnection agreenments contain
provisions permtting Bell Atlantic to refuse to grant CLEC
requests to nodi fy pathways. According to AT&T, the FCC s

interpretation of 8224(f) as expressed in its Local Conpetition

2 section 224(f)(2) carves out a linmted exception allowi ng electric
utilities and ILECs to deny access where there is insufficient capacity or for
reasons of safety, reliability and general engineering purposes. |In 71176 of
the Local Conpetition First Report and Order, the FCC expands the scope of
this exception, 8224(f)(2), to permt |ILECs to consider issues of capacity,
safety, reliability and engi neeri ng when processi ng attachnent requests,
provi ded the consideration is done in a nondiscrimnatory nmanner
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First Report and Order and read in conjunction with 8251(b)(4)

of the TAct constitutes a conprehensive non-discrimnation
standard which is violated by Bell Atlantic’ s SGAT. AT&T cites
Paragraph 1123 of the Local Conpetition First Report and Order
as the goal of that standard: to “ensure that no party can use
its control of the enunerated facilities and property to

i npede, inadvertently or otherw se, the installation and

mai nt enance of tel ecommunicati ons and cabl e equi pnment by those
seeking to conpete in those fields.”

The SGAT, according to AT&T, inproperly contains no
written procedures and no timeframes for provisioning. AT&T
contends that procedures and tinme frames for provisioning are
necessary to insure non-discrimnatory provisioning. Wthout
the certainty of process and tine lines a CLEC will not have an
incentive to plan routes or build infrastructure, nor wll
regul ators be able to nmeasure Bell Atlantic’'s fair provisioning
performance. The bottomline, according to AT&T, is that
conpetition will be stifled.

Furthernmore, AT&T avers, the SGAT unfairly requires CLECs
to have a Bell Atlantic representative present at the tine
construction begins on CLEC projects, but fails to put forth a
process for scheduling the project or to state a tinmefrane

within which Bell Atlantic nust provide the representative. 1In
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contrast, the SGAT contains specific and abbreviated tinme
intervals by which CLECs nust abide. AT&T detail ed a nunber of
simlar instances which denonstrate discrimnatory treatnment of
CLECs. For instance, the SGAT requires that CLECs i ndemify
Bell Atlantic for damage caused by CLECs but not vice versa,
and requires the renoval of CLECs’ facilities if Bell Atlantic
needs the space, but not vice versa.

AT&T further argued that Bell Atlantic is incapable of
provi di ng support parity. Areas of significant concern to AT&T
are (1) the degree of manual intervention required for serving
CLECs as opposed to Bell Atlantic, (2) insufficient capacity to
handl e reasonably forecast volunmes, (3) problens with the ED
interface, and (4) electronic format provisioning of directory
listings.

AT&T recommends that the Comm ssion reject the filed SGAT
or, in the alternative, defer approval, as pernitted by
8252(f)(4), until after the conpletion of a 8271 proceedi ng.
AT&T requests that the Commi ssion, if it nonethel ess decides to
approve the SGAT, condition approval so that Bell Atlantic
cannot refuse to negotiate with any carrier over terns that are
contained in the SGAT, in order to prevent the SGAT from bei ng
utilized as a barrier to conpetition.

3. BayRi ng - Non-cost |ssues
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Li ke AT&T, BayRi ng argues that an SGAT shoul d incl ude

provi sioning and repair intervals. Failure to include such

i npl ementation intervals, BayRing concludes, wll enable Bel
Atlantic to continue the dilatory practices that have inpeded
conpetition in New Hanpshire. In support of this position
BayRing detailed the difficulty and delay it experienced in
obtaining trunking facilities fromBell Atlantic. After a two
nmont h del ay during which BayRi ng sought and received constant,
hel pful intervention by Comm ssion Staff, trunking was obtai ned
but was installed wi thout diversity. Bell Atlantic’s failure
to provide diversity resulted in service outages which BayRi ng
claims m ght otherw se have been significantly mtigated.
BayRing also testified to | engthy delays in pole and
underground conduit preparation. According to BayRing, the

i nclusion of provisioning and repair interval requirements in
the SGAT will avert these kinds of delays and foster the

devel opnent of |ocal conpetition in New Hanpshire.

BayRi ng argues that the |anguage in Section 6 of the SGAT
is inadequate to insure non-discrimnatory service to
resellers. Section 6.2.2.1(C)(1) nerely provides that
“reasonable priority rules” will dictate the way service orders
are filled when service facilities are scarce. BayRing

recommends that priority rules be clearly defined and subj ect
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to Conm ssion oversight to insure fair inplenmentation by Bel
Atlantic. Section 6.3.2.2(A) permts Bell Atlantic to
di scontinue services to a reseller’s end user for cause w thout
notice. BayRing points out that, as such action wll
irreparably harmthe reseller’s relationship with the end user,
Bell Atlantic nmust give notice to the reseller. Section
6.3.2.2(B) should simlarly be changed so that Bell Atlantic
must cooperate with resellers in the case of suspected fraud by
an end user and nust not discontinue service w thout notice to
the reseller.

Specific time limts should apply to Bell Atlantic
regarding billing, according to BayRing. BayRi ng argues that

Section 6.4.1.3 should include a requirement that Bell Atlantic

make billing tapes available to the relevant reseller five days
after the billing date. Section 6.4.1.8 should include a
requi renment that billing disputes be resolved within three
nmont hs. Furthernmore, billing disputes resolved in a reseller’s

favor should result in a credit to the reseller for disputed
ampbunt penalties, whether the reseller pays the disputed bil
in advance or not. BayRing argues that Section 6.4.1.8(F) be
revised accordingly. Finally, Section 6.4.1.9(B) should not

provide Bell Atlantic with any discretion on providing bil
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verification information, BayRing avers. In BayRing s view,
resellers are sinply not liable for unverifiable bills.
4. Staff - Non-cost |ssues

Staff witness Forest Livingston testified that the SGAT
should include a formal problemresol ution process and a fornmal
opportunity for CLECs to review and m nim ze speci al
construction charges. A formal problemresolution process is
necessary, according to Staff, to resolve CLEC-Bell Atlantic
probl enms wi t hout Comm ssion involvenent. Conmm ssion Staff have
spent significant time coordinating the commnications and
probl em sol ving efforts between CLECs and Bell Atlantic. Staff
recommends the formal process include:

1) a witten conplaint presented on a formcreated for the
pur pose,

2) a witten response fromBell Atlantic within a
specified time presented on a formcreated for the
pur pose,
3) if the response does not satisfy the CLEC s need, a
request fromthe CLEC to the PUC for an expedited formal
Conmmi ssion arbitration process.
According to Staff, this process will enhance the communication
bet ween Bell Atlantic and the CLECs and al so insure that a
di spute is clearly docunented for Comm ssion review shoul d that
revi ew beconme necessary.

In addition to a formal resolution process, Staff argues

that the SGAT should include a formal opportunity for CLECs to



DE 97-171

146

review and m ni mze special construction charges for

coll ocation. This process will provide the necessary
artificial inpetus for Bell Atlantic to keep these charges
reasonable. O herw se, Staff posits, the construction charges
wi |l become a barrier to conpetition. Staff proposes that
CLECs have an opportunity for a view of the proposed
construction, that Bell Atlantic obtain three bids for the
work, and that Bell Atlantic provide the CLEC with a docunented
rational e for choosing a specified bidder.

Staff’s initial prefiled testinony recommended that Bell
Atlantic hold quarterly open neetings with all interested CLECs
to di scuss and resol ve conmmon problens. According to Staff’s
|ater filed Supplenental Comments, Bell Atlantic voluntarily
undert ook such quarterly nmeetings with good effect.

Staff testinony stressed the need for Bell Atlantic to
specifically designate at | east one manager authorized to
assi st New Hanpshire CLECs to obtain the services commtted to
by Bell Atlantic. |In Staff’s view, Bell Atlantic’s Regul atory
Managenent Team had been responsive to CLEC problens referred
to it by the Conm ssion only after the “normal CLEC support
systeni failed because of |lack of authority to take the

necessary actions to nmeet CLEC commit nents.
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5. COWM SSI ON ANALYSI S

The essence of non-cost issues is non-discrimnation.
Bell Atlantic and all |ocal exchange carriers have a general
duty of non-discrimnatory interconnection with other
t el ecommuni cations carriers, non-discrimnatory resale, non-
di scrim natory dialing and nunbering access parity, and non-
di scrimnatory access to rights-of-way, pursuant to 88251(a)
and (b) of the TAct. Bell Atlantic, as the incunmbent LEC, has
addi tional obligations, pursuant to 8251(c). Bell Atlantic is
obligated to provide interconnection that is at |east equal in
quality to that provided to itself, to provide non-
di scrimnatory access to UNEs, to offer its retail services for
resale without discrimnatory conditions, to provide notice of
changes that affect the interoperability of carrier networks,
and to provide nondiscrimnatory collocation.

Par agraphs 1123 through 1186 of the FCC s Local

Conpetition Third Report and Order thoroughly discuss non-

di scrim natory access and 8224(f). The FCC commences its

di scussion with a conclusion that on balance utilities nust
accommmodat e requests for access by tel econmunications carriers
and cabl e operators. The FCC goes on to establish a few rules
and gui delines for providing access. The rule contained in

11157 is particularly germane here. The FCC holds that a
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utility may not favor itself over other parties with respect to
t he provision of telecomrunications, in particular with respect
to attachnments to the ILEC s facilities. Therefore, any
provi sioning priorities established by Bell Atlantic nust treat
conpetitors and Bell Atlantic itself as absol ute equals.

a) Space and Service Capacity

The FCC specifically addresses the issue of capacity
expansi on, holding in Y1162 that the principle of non-

di scrim nation established in 8224(f)(1) mandates that the |ILEC
must take the steps necessary to expand capacity on poles,
ducts, conduits, and rights-of-way if and when a carrier so
requests. In 71163, the FCC notes that the |ILEC nust first
take all reasonable steps to accommopdate the request for

access, but, in situations where denonstrable safety and
reliability concerns arise, the ILEC has authority to deny a
request. In any event, costs are to be borne only by the
parties directly benefitting fromthe nodification.

We find the FCC s discussion of this issue clear and
unambi guous. Bell Atlantic may not include provisions inits
SGAT whi ch woul d deny CLEC s capacity expansion requests.
Requests nust be accommopdat ed unl ess denonstrable safety and
reliability concerns outwei gh the non-discrimnm nation

requi rement of 8224(f)(1).
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The sanme primacy of 8224(f)(1)’s non-discrimnation
requi renment applies to Bell Atlantic’ s reservation of facility
space to nmeet future needs. As the FCC states in 71165-1170,
the practice could result in denial of access even when unused
capacity exists and, hence, threaten the devel opnent of
conpetition, directly contrary to the goals of Congress.

AT&T' s argunent that the TAct’s mandate of access to
pol es, ducts, conduits, and rights-of-way owned or controlled
by the ILEC reaches to all possible pathways to interconnection
is not supported by the FCC s Local Conpetition First Report
and Order. The FCC instead recognizes, in 71185, that an over-
broad construction of the phrase would inpact small incunbent
LECs adversely. As the FCC phrases it, 8224(f) does not grant
access to every piece of equipnent or real property owned or
controlled by the utility, and the paragraph specifically
exenpts a utility from maki ng space available on its corporate
office roof for a conpetitor’s transm ssion tower.
Nonet hel ess, the FCC s articulation of such an extrenme exanple
| eaves an understanding that facilities used in the nornal
course of service delivery to custoners should be available to

requesting carriers.
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b) Oper ati onal Readi ness

We are not convinced by AT&T s argunment that operational
readi ness nust be denonstrated in this docket. Pursuant to
8§271(c)(2)(A) (i) and (ii), the fundamental prerequisite to an
anal ysis of Bell Atlantic’s 8271 application is the existence
of approved interconnection agreenments or, where no functioning
i nterconnecti on agreenents exist, the existence of an SGAT
which is either approved or in effect. The existence of one or
the other serves as the basis for analysis as to whet her Bel
Atl antic has successfully net the fourteen point conpetitive
checklist enunerated in 8271(c)(2)(B) of the TAct. W thout the
exi stence of one or the other, a 8271 anal ysis cannot go
forward. However, approval of an SGAT neither requires nor
denonstrates proof that the SGAT functions in conformance with
the 8271 conpetitive checklist. As we made clear in our order
dat ed August 25, 1997, Order No. 22,692, this docket deals with
an SGAT review, not a 8271 application.

Qur task is to ascertain that the SGAT itself is a non-
di scrimnatory interconnection agreenent. W do not agree with
AT&T that operational readi ness nust be denonstrated in this
docket. We will not defer our judgnent until after a §271
docket is conplete. A positive finding that the SGAT is non-

discrimnatory is not conmmensurate with a decision that Bell
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Atl antic has successfully nmet any of its 8271 obligations in
New Hanpshire.

We have determ ned that our review of the SGAT does not
requi re proof of operational readiness. Therefore, we wll not
in this docket reach the questions raised by AT&T regarding
Bell Atlantic’ s capacity to handle the expected vol unme of
i nterconnecti on requests, nor potential problenms with the ED
interface, potential delays by the use of manual intervention,
nor potential problenms with electronic provisioning of
directory listings. Gven the |ack of an extensive record on
these issues in this docket, we believe that it is nore
appropriate to consider these issues if and when they are
rai sed by AT&T or other CLECs in other dockets.

c) Text Amendnment s

Qur review of the SGAT | eads us to mandate certain textual

changes in order to make it non-discrimnatory on its face.
Sone of the changes were raised by particular parties, sone we
rai se sua sponte. We do not and cannot guarantee that the

i npl ement ati on of every phrase in conjunction with every other
phrase contained in the SGAT will be non-discrimnatory. Cur
intent is to direct Bell Atlantic to correct such term nol ogy

as appears discrimnatory and to provi de adequate process for
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obtaining redress of any discrimnatory effects which occur
despite our efforts.

Liability  AT&T objected to the liability provisions of
the SGAT. Section 4.2.1.3(C) of the revised SGAT filed on
August 4,

2000,%* limts Bell Atlantic’'s liability to damages to the
CLEC s prem ses caused by Bell Atlantic’s gross negligence or
wi |l ful msconduct. Section 4.2.3.11limts a CLEC' s liability
for damages to Bell Atlantic’'s facilities if the |oss or damage
is caused by any gross negligence or willful m sconduct on the
part of the CLEC. Section 4.2.3.1 further holds the CLEC
|iable for damages to the facilities of Bell Atlantic caused by
gross negligence or willful acts of a CLEC s officers,

enpl oyees, agents or contractors. The wording of these
sections differs enough so as to create crucial differences
despite what may be an intent to create equal rights.

First, there is an inportant difference between the terns
“Wi Il ful m sconduct” and “w |l ful acts.” The presence of
m sconduct is determ ned subjectively whereas the presence of
an act is determ ned objectively. There is nothing in the

record to justify such a difference. The fact that one phrase

2 Al sections of the SGAT addressed in this portion of this order are
contained in the SGAT dated Septenber 9, 1997 as revised and re-filed on
August 4, 2000.
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applies to the CLEC s officers and the other to Bell Atlantic

t he corporation does not appear have a material effect;
however, in order to constitute non-discrimnatory |anguage,
t he | anguage should be the sanme. Simlarly, there is an
unjustified difference between “prem ses” and “facilities”
which could result in different treatnent. The |anguage in
each case should be “facilities.”

| ndemmi fication AT&T objected to the indemnification

requi renments of the SGAT. Section 4.2.1.3.(D) requires a CLEC
to indemify Bell Atlantic against clainms arising fromthe use
of interconnection services. Section 4.2.3.7(B) requires a
CLEC to indemify Bell Atlantic against clains by third persons
arising out of the construction, installation, operation,

mai nt enance or renoval of CLEC facilities connected to Bel

Atl antic interconnection services when such clains are based on
the tortious conduct of the CLEC. Section 4.2.3.7C requires a
CLEC to indemify Bell Atlantic against clains by the CLEC or
third parties when such clains arise out of any act or om ssion
of the CLEC. We find that the indemification clauses are
reasonabl e, except as to Section 4.2.1.3.7C which appears so
broad as to renmove a CLEC s right of redress against Bel
Atlantic in every situation. Bell Atlantic shall re-draft and

file language to clarify what is nmeant by “arise out of.”
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Section 4.5.2.2.2C gives Bell Atlantic the right to

reserve vacant space in its CO for facility additions planned
within three years. This provision violates 8224(f) (1), as
di scussed supra at Section IIl.F.5 (a), and will not be

approved.

Section 4.5.2.2. 2F requires CLEC personnel to be

acconpani ed by qualified Bell Atlantic representatives in al
manhol e and vault | ocations, subject to an escort charge.

Paragraph 1182 of the FCC s Local Conpetition First Report and
Order recognizes an ILEC s concerns that only properly trained

personnel work in proximty toits lines. W find Bel
Atlantic’s requirenent reasonable but too broadly drawn. W
direct Bell Atlantic to anend the | anguage to define what
“qualified” nmeans or to delete the word, to nake the word
“representatives” singular, and to include a deadline by which
the representative nmust be provided. |In addition, this section
must include | anguage to the effect that the requirenent for an
escort no |longer pertains after Bell Atlantic fails to neet a
prom sed deadline w thout agreenment by the requesting carrier.
Wth respect to AT&T's request that the indemmification clause
be made reciprocal, we note that the | anguage of the clause
does not describe a harmthat Bell Atlantic could do to a CLEC

That is, Bell Atlantic will not be using a CLEC s equi pnment.
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Accordingly, we will not require symmetry of the

i ndemmi fication | anguage, but would entertain a request for
such symmetry in the future if it can be shown under what
circunstances a need for indemification could arise.

Section 4.5.2.2.5G permts Bell Atlantic to provide an

escort for CLEC personnel, during the installation phase of

col l ocation, in areas outside the CLEC s nulti pl exing

col l ocati on node, subject to appropriate charges. As above,
this section nust include a deadline by which tinme the escort
shall be provided. This section nust also cross-reference the
section of the SGAT which defines the “appropriate charges.”

Section 4.5.2.2.5H gives the CLEC access to speci al

construction sites at the commencenent, during the nmiddle, and
at the end of construction; additional access will be provided
upon request and subject to appropriate charges. This section
fails to define the amount or explain what the appropriate
charges cover. No reference is made to the need for an escort;
the CLEC is not necessarily venturing beyond its multiplexing
col l ocati on node, as covered in 5G above. Further, Bell

Atl antic does not charge for its provision of acconpani mnent and
observati on pursuant to 5M discussed below. For all of these

reasons, we will deny the charges.
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Section 4.5.2.2.5M gives Bell Atlantic discretion to

provide a Bell Atlantic enployee to acconpany and observe CLEC
personnel at the CLEC s requested time of entry at no cost to
the CLEC. This provision is reasonable. Nonetheless, it nust
be anmended to include | anguage that Bell Atlantic’s personnel
must adhere to the CLEC s reasonable tinetable and that access
wi Il not be denied or delayed as a result of the non-appearance
of the Bell Atlantic personnel.

Section 4.5.2.2.5N provides that CLECs will have access to

their coll ocated equi prent twenty-four hours a day, seven days
a week, without a security escort “except as noted in Section
4.5.2.2.5N" (sic). W find this section confusing, even

wi t hout the obvious typographical error. Assum ng the final
section reference is to 5M above, the term “security escort”
is used here for the first tinme. W require the use of the
same termin sections where Bell Atlantic neans the sane thing.
Thus, “security escort” should be used in 5G 5M 5N, and in
2F, and should be clearly defined.

Section 4.5.2.2. 6B nakes the CLEC responsible for

coordinating with Bell Atlantic to insure that services are
installed in accordance with the service request. The CLEC
must obtain witten approval fromBell Atlantic of its proposed

scheduling of work, in order to coordinate the use of tenporary
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stagi ng areas and other building facilities, which approval

will not be unreasonably withheld. W find troubling the
absence of any timeframe within which Bell Atlantic nust
respond to a CLEC s scheduling proposal. The potential for

unr easonabl e del ay, even if approval were eventually granted or
not wi thheld unreasonably, makes this provision i nadequat e.

Bell Atlantic is directed to redraft it to specify a reasonable
ti meframe.

Section 4.5.2.2.6D states that the CLEC nust pay a service

charge whenever Bell Atlantic identifies a trouble as being on
the CLEC side of the Point of Term nation. This appears fair
but should include the reverse. Bell Atlantic nust pay a
servi ce charge whenever a CLEC identifies a trouble as being on
the Bell Atlantic side of the Point of Term nation.

Section 4.5.2.2.8A gives Bell Atlantic the right to

reclaim CO col | ocation space, with prior notice, in order to
fulfill its legal and tariff obligations to provide

t el ecommuni cations services to its custonmers. W find that
this section violates the non-discrimnnation requirenment of
§224(f)(1), as discussed above, and will require Bell Atlantic

to delete it.

Section 4.5.2.2.8E gives Bell Atlantic the right to

rearrange a CLEC s facilities in any conduit system as Bel
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Atl antic sees fit in order to accommodate additional facilities
of either Bell Atlantic or another CLEC. W find that this
section should be amended to read as follows: “Should the

Tel ephone Conpany need to install additional facilities to any
conduit systemin which the TC occupi es conduit for the purpose
of nmeeting the Tel ephone Conpany’s own service requirenments or
for providing for physical collocation for another TC, the

Tel ephone Conpany will, after notifying the TC of the
addi ti onal occupancy, rearrange the TC s facilities in the
conduit system as reasonably deternm ned by the Tel ephone
Company. This will be done at no cost to the rearranged TC and
wi t hout disrupting the services provided to the TC s custoners,
so that the additional facilities of the Tel ephone Conpany or
ot her TC may be accommmodat ed.”

Section 4.5.2.2.8F permts Bell Atlantic to rearrange a

CLEC s facilities “in an energency;” Bell Atlantic nust nake
“reasonabl e efforts” to notify the CLEC prior to rearranging
the CLEC' s facilities |located in a conduit, manhole, cable
vault, roof space, transmitter/receiver space, riser system or
cabl e support structure. The section also provides that the
CLEC will be charged for the rearrangenent if the energency

occurs as a result of the CLEC s presence.
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We recognize Bell Atlantic’'s need to respond to
extraordi nary situations with emergency neasures that my
necessitate rearranging a CLEC s facilities. W also recognize
the need to define those extraordinary situations, at |east by
example. We will order Bell Atlantic to anmend the | anguage of
this section to include the followi ng introductory sentence:
“An enmergency exists when continued service to custoners and/ or
the continued safety of personnel or facilities is in immnent
danger.”

Section 4.5.2.2.8H gives Bell Atlantic sole discretion to

determ ne that a nmultiplexing node is not efficiently used
within a reasonabl e anount of tinme and, with six nonths notice,
to reclaimand reassign space that is not being efficiently
used. We find the | anguage of this section unacceptable.
Neither the “efficiently used” nor the “reasonabl e amunt of
time” is defined, and Bell Atlantic is permtted to step into
the shoes of the conpeting carrier for planning purposes. W
wi |l not approve this section as witten. W will allow Bel
Atlantic to work with Staff to draft | anguage for our

consi deration that addresses its concerns nore narrowy.

Resal e provisions

Section 6.2.2.1.(C) (1) authorizes Bell Atlantic to handle

service orders in accordance with reasonabl e, non-
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di scrimnatory but unenunciated priority rules. The SGAT s
requi rement for non-discrimnatory priority rules neets the
requi rements of the TAct. Nonethel ess, clearly enunciated
priority rules would be hel pful and woul d avoi d del ayed or
unfair distribution of scarce resources. We will order Bell
Atlantic to draft such rules and submt them for our review
within 60 days of the issuance of this order.

Section 6.3.2.2.2 permits Bell Atlantic to discontinue

service or cancel an application for service wi thout notice to
a CLEC in two situations. Notice is not required when Bel
Atlantic is under court or governnment order to cease furnishing
services, nor in the event of fraudul ent use of the network.

We do not understand the absence of notice to the CLEC in
either of these situations. Bell Atlantic need not give the
CLEC | engt hy advance notice but there seens to be no good
reason to give the CLEC no notice at all. Even in an energency

situation Bell Atlantic can provide information to the CLEC as

to the actions taken and the reasons therefor, and we wll so
order.

Section 6.4.1.3 deals with billing periods and the charges
covered in one bill. As BayRing pointed out, there is no

mechanismin this section to assure that CLECs have access to

billing tapes within a reasonable time. W find reasonable
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BayRi ng’s recomendation that Bell Atlantic make billing tapes
avai lable to the relevant reseller five days after the billing
date each nmonth. This will provide CLECs with an opportunity
to review charges for their end users in a substantially equa
manner to that provided to Bell Atlantic.

Section 6.4.1.8 deals with billing disputes between

resellers and Bell Atlantic. The resolution process does not
specify a timeframe for resolution, nor any requirenent for
written response by Bell Atlantic. W accept as reasonable
BayRi ng’' s recommendati on for a maxi nrum of three nmonths within
whi ch di sputes should be resolved. W believe that
docunment ati on of dispute resolution adds certainty to the
process. Therefore, we will require that both CLECs and Bel
Atl antic provide witten notifications regarding disputes. W
will not require a particular format for such notification at
this time, but may revisit the issue if further experience

i ndicates that the Commi ssion’s ability to resolve disputes is
conprom sed by the lack of uniformty in issue presentation.

Section 6.4.1.8(F) deals with the crediting of Disputed

Amount Penal ties and Late Paynent Penalties when a dispute is
resolved in favor of a Reseller. The Disputed Amount Penalty
is defined at Section 6.4.1.8(H)(2)as the di sputed anmount

resolved in the reseller’s favor tinmes a penalty factor which
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is the |l esser of two interest rates listed at (H)(2)(a) and
(b). Thus, apparently the Di sputed Amount Penalty is only
levied in the event the dispute is resolved in favor of the
reseller. However, we infer that the Di sputed Amount Penalty
is levied at such tinme that any reseller notifies Bell Atlantic
that it disputes a billed amunt, since Sections 8(D) through
(H) refer to credits for a Disputed Anount Penalty.

Al t hough the | anguage i s sonmewhat confusing, it appears
t hat when a dispute is resolved in favor of a non-payi ng CLEC,
the CLEC receives full credit for the Di sputed Anount Penalty
when the CLEC pays the disputed bill by the regul ar paynment
date and pro rata credit when the CLEC pays the disputed bil
before the date the resolution is resolved. Thus, a CLEC nust
pay its disputed bills timely or pay the Di sputed Anount
Penal ty.

We do not have experience with Disputed Amount Penalti es,
nor is there testinony as to its purpose. W surmse that its
purpose is to dissuade CLECs fromutilizing billing disputes to
take financial advantage of non-paynment during the dispute.
Such a non-paynment grace period is provided in Bell Atlantic’s
tariff for retail customers who dispute their tel ephone bills.
Since the penalty seens rationally related to the purpose, we

do not find the Di sputed Amount Penal ty unreasonabl e per se.
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However, we find the application of the Di sputed Anount Penalty
as detailed in 6.4.2.8(D)-(H) unreasonable. We will therefore
require Bell Atlantic to provide credit for Disputed Anmount
Penalties any tine a dispute is resolved in favor of the
Reseller, until such time as Bell Atlantic provides and we
approve a different schene of application.

Section 6.4.1.9(B) states that Bell Atlantic will provide

a requesting CLEC with billing verification information “if
avail abl e.” We find that bills which cannot be reasonably
verified upon request are bills that are invalid and,
therefore, Bell Atlantic nmust strike this |anguage.

d) Ot her Non-cost | ssues

1. Staff argued forcibly that a formal problemresolution

process should be included in the SGAT. Bell Atlantic clains
that the process is already in place by virtue of the inclusion
of contact personnel. As above regarding billing disputes,
6.4.1.8, and service order priorities, 6.2.2.1(C), we require
docunment ed process. Hence, for a conplaint to conme before the
Comm ssion, we direct that the conplaining carrier nust have
first presented it to the other carrier in witten form on one
page; the responding carrier nust respond within 10 busi ness
days in witten formon one page. Failure to tinmely respond

will give the conplaining carrier the immediate right to
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request, within 10 business days, an expedited or “fast track”
Comm ssion arbitration pursuant to the nethod awarded and
described in Issue 4 and further detailed in |Issue 29 of the
Arbitrator’s Final Report to the Conm ssion in DE 96-252, dated
November 15, 1996, as approved by the Comm ssion in Order No.
22,433 issued Decenber 2, 1996. We also note that nediation
(alternative dispute resolution) of a conplaint is available if
the parties so agree. As part of its merger obligations, Bel
Atlantic was required to and did file with the Conm ssion an
alternative dispute resol ution process.

2. We find nmerit in Staff’s argunment that Bell Atlantic
shoul d be required to put special construction projects out for
bid. The SGAT s special construction charges apply only when
condi ti oned CO space is unavail able and new space nust be
constructed. In the event that Bell Atlantic decides
addi ti onal space nust be constructed to accommpdate a CLEC s
request, the requesting CLEC should be permtted to view the CO
in order to understand the scale of the project. Wthin 15
busi ness days, Bell Atlantic should obtain at |east two
estimates for the work to be done, in addition to an in-house
estimate. Before commencing work but in any event no nore than
10 business days after receipt of the estimtes, Bell Atlantic

shoul d notify the CLEC of Bell Atlantic’s choice of contractor
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and the reasons for its choice. The requesting CLEC shoul d

t hen decide, and informBell Atlantic, within 10 busi ness days
whet her or not Bell Atlantic should nove forward with the
speci al constructi on.

3. At the tinme the parties and Staff filed briefs in this
docket, we had determ ned that a separate phase of this
proceedi ng woul d deternm ne whether Bell Atlantic is required to
provide CLECs with conbi ned UNEs ot her than those already
conmbi ned. However, |ater court decisions obviate the need for
such consideration. After the Eighth Circuit vacated it, the
Supreme Court reinstated the FCC s rule 51.315(b), finding that
the FCC s decision to forbid ILECs from separating network
el ements before |leasing themto CLECs was reasonable. Basing
its argunent on the Suprenme Court’s reasoning with regard to
Rul e 51.315(b), the FCC asked the Eighth Circuit to also
reinstate rules 51.315(c) through (f), which the Eighth Circuit
had simlarly vacated and Suprenme Court did not address. In
its July 18, 2000 order, the Eighth Circuit refused,

di stinguishing its rationale regarding 51.315(b) fromits
rationale for vacating (c) through (f). Thus, Bell Atlantic is
only required to provide conmbined UNEs in circunstances where

the el enments are al ready conbi ned.
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Bell Atlantic filed a revised SGAT on August 4, 2000 to

conformwi th the FCC s rul es, hence including pricing for
certain UNE conbinations: |oop and port conbinations
previously used by Bell Atlantic to provide |ocal exchange and
associ ated swi tched exchange access services (UNE-Ps). These
UNE-P prices are to be nodified in |light of our decisions
herein and filed for our review as conpliance filings.

4. Reciprocal conpensation for traffic carried by Bel
Atlantic for CLECs and vice versa is currently under
consideration in Docket No. DT 99-085.

5. On February 1, 2000, BayRing filed a notion in this
docket for relief regarding the rates Bell Atlantic had billed
BayRi ng, apparently charged in accordance with the SGAT
currently in effect pursuant to Conm ssion Order 22,692, issued
August 25, 1997. According to BayRing, the bill presented
i ncluded charges for the previous 20 nonths, i.e. the length of
time since the SGAT went into effect pursuant to 8252(f)(3)(b).
BayRi ng sought retroactive substitution of whatever SGAT terns
are ultimately approved in this docket pursuant to 8252(f)(4).
BayRing stated that it filed the notion out of concern about
the potential for prejudice to itself and other parties as a

result of the length of the proceeding.
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Bell Atlantic filed a Motion in Opposition to BayRing' s

nmotion. Bell Atlantic denied that the charges were made
pursuant to the SGAT, claimng the charges are governed by
negoti ated i nterconnecti on agreenments with BayRing. According
to Bell Atlantic, BayRi ng should have utilized the alternative
di spute resolution provision contained in its interconnection
agreenent .

As noted in the Procedural History, supra Section | at p.
13, by letter fromthe Executive Director the Comm ssion
acknowl edged the notions and announced that an Order of Notice
woul d i ssue subsequent to the issuance of the Conm ssion’s
decision in the instant docket, for a new docket to deal wth
the issues raised in the notions. The Conm ssion Letter
directed attention to its statenment in Order No. 22,692 that
the rates of an SGAT which goes into effect automatically
pursuant to 8252(f)(3)(b) are considered the equival ent of
tenporary rates under RSA 378: 27.

In response to another letter filed by BayRing on March
30, 2000, Bell Atlantic objected to BayRi ng s apparent
concl usion that the Conmm ssion had al ready approved a
retroactive substitution of the ultimtely approved SGAT rates.
Bell Atlantic argued that, by statute, for the currently

effective SGAT rates to be considered tenporary rates, the
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Comm ssi on woul d have had to have held a properly noticed
hearing on the issue. No such hearing having been held, Bel
Atlantic related its own understanding of the statenment in
Order No. 22,692: that the currently effective SGAT rates
woul d be subject to change prospectively when the Conmm ssion
conpletes its continuing review under 8252(f)(4). However

Bell Atlantic reiterated its argunent that BayRing' s rates are
t hose contained in interconnection agreenments, not those
contained in the SGAT.

We find that no hearing has been held to set tenporary
rates for the duration of this docket, as is required by the
pl ai n neani ng of the | anguage in RSA 378:27. W opened a
separate docket on this matter, DT 00-072, wi thin which,
pursuant to our direction in the Comm ssion Letter referenced
above, we will consider the argunents of the parties regarding
the issues contained in Bayring’ s Motion.

6. Qur current Docket No. DT 01-006, Carrier to Carrier
Metrics, will exam ne standards proposed by Bell Atlantic, now
named Verizon New Hanpshire, for evaluating carrier-to-carrier
performance in New Hanpshire. Parties to this docket are on
notice that our efforts in that docket mamy inpact decisions on

non-cost el enents of the SGAT
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We concl ude by thanking all of the participants in this
docket for their contributions to what has becone a sizeable
record and for their patience during the Conm ssion’ s |engthy

review of the inportant issues in this case.
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Based upon the foregoing it is hereby

ORDERED, that Conversant’s Petition for Late |Intervention

is granted, with recognition that the record was cl osed at the
time the Petition was filed; and it is

FURTHER ORDERED, that recovery from CLECs of Bel
Atl antic’s OSS devel opnent costs is denied; and it is

FURTHER ORDERED, that Bell Atlantic shall recover its on-

goi ng annual OSS costs via a transaction charge to OSS users;
and it is

FURTHER ORDERED, that the charge for recovery of on-going
annual OSS costs shall be $0.21 per transaction; and it is

FURTHER ORDERED, that non-recurring costs shall be
cal cul ated by the nethod proposed by Bell Atlantic with
adjustnents to inputs as foll ows:

Bell Atlantic shall subject its survey tine estimates to a
wei ghting of 85-10-5,

Bell Atlantic shall calculate the above ensuing reduction
as a percentage and apply the same percentage reduction to the
non-survey- SME esti mates and Coordi nati on Bureau esti mates,

Bell Atlantic shall re-calculate the copper/fiber mx so
as to reflect the percentage of fiber feeder that would exist
assum ng that |oops greater than 12,000 feet are fed by fiber,

Bell Atlantic shall assume 50 percent TR-008 IDLC, and
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Bell Atlantic shall renove up-front charges for future
di sconnect costs; and it is

FURTHER ORDERED, that recurring costs for outside plant
| oop costs shall be calculated for the SGAT by the Tel ecom
Model assuming a 50 percent TR-008 | DLC network and using
12,000 feet as the copper/fiber breakpoint; and it is

FURTHER ORDERED, that | oop charges shall be deaveraged as
contained in the Stipulation; and it is

FURTHER ORDERED, that recurring costs for switching costs
shal |l be cal culated for the SGAT by the nethod put forward in
the Stipulation proposed by Bell Atlantic and Staff, adjusting
the installation factor to 36 percent; and it is

FURTHER ORDERED, that Bell Atlantic shall forthwith file
with the Comm ssion its method of allocating non-recurring
col l ocation charges on a pro rata basis consistent with {51 of

the FCC s Advanced Services Order; and it is
FURTHER ORDERED, that Bell Atlantic shall not create
separate entrances or internediate arrangenents but shal

provi de direct access to collocation space; and it is

FURTHER ORDERED, that within 30 days of the date of

i ssuance of this order, Bell Atlantic shall file with the

Comm ssion current information regardi ng cage construction
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costs for cages actually built in New Hanpshire, pursuant to
our discussion supra at pages 106-108; and it is

FURTHER ORDERED, that Bell Atlantic’'s proposed non-

recurring costs for POT Frames are approved; and it is
FURTHER ORDERED, that Bell Atlantic shall anortize al

col |l ocati on non-recurring costs for up to 5 years when a CLEC

So requests; and it is

FURTHER ORDERED, that Bell Atlantic shall reduce by 20%

its proposed non-recurring costs for Engi neering and
Adm ni stration for both physical and virtual collocation; and
it is

FURTHER ORDERED, that Bell Atlantic’s proposed power
charges for collocation are denied; and it is

FURTHER ORDERED, that Bell Atlantic’' s proposed buil ding
space charges are approved; and it is

FURTHER ORDERED, that House and Ri ser interconnection
shall not be limted to the design proposed by Bell Atlantic;
and it is

FURTHER ORDERED, that alternate direct connections to
House and Ri ser as discussed herein are perni ssible subject to
capacity availability, equipnment standards, and the

preservation of Bell Atlantic access needs; and it is
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FURTHER ORDERED, that Bell Atlantic shall provide CLECs

with direct access to House and Ri ser cables pursuant to our
di scussi on supra at pages 125-127; and it is

FURTHER ORDERED, that the SGAT shall not deny CLEC

coll ocation capacity requests for any reasons other than safety
and reliability concerns, which concerns nust be denonstrable;
and it is

FURTHER ORDERED, that Bell Atlantic shall anmend the
following sections of the filed SGAT, regarding non-cost

i ssues, pursuant to our directives in Section IlIl.F.5 supra:

Section 4.2.1.3,
Section 4.2.3.1,
Section 4.2.3.7,
Section 4.5.2.2.2,
Section 4.5.2.2.5,
Section 4.5.2.2.6,
Section 4.5.2.2.8,
Section 6.2.2.1,
Section 6.3.2.2.2
Section 6.4.1.3,
Section 6.4.1.8,

Section 6.4.1.9; and it is
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FURTHER ORDERED, that Bell Atlantic shall anmend the SGAT

to include a formal dispute resolution process containing the
ti meframe and Comm ssion arbitration el ements described herein;
and it is

FURTHER ORDERED, that before commencing any speci al
construction projects Bell Atlantic deens necessary to
accommodate a CLEC request for space, Bell Atlantic shall, as
di scussed herein, permt the CLEC to view the area in question,
shall obtain bids, shall explain to the CLEC Bell Atlantic’s
choi ce of contractor, and shall permt the CLEC the option to
retract its request; and it is

FURTHER ORDERED, that within 45 days fromthe date of this
order, Verizon shall file revised tariffs in conpliance with
this order for all charges affected hereby, including
conpliance tariffs for the additional UNEs and currently
conbi ned UNEs as required by the Suprenme Court and submtted by
Veri zon on August 4, 2000; and it is

FURTHER ORDERED, that a docket shall be opened, upon
recei pt of the conpliance tariffs, to review the cost support
for the additional UNEs and UNE conbi nati ons required by the
Suprene Court, to which docket the parties to this docket shal

be mandatory parti es.
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By Order of the Public Utilities Conm ssion of New

Hanmpshire this sixth day of July, 2001

Douglas L. Patch
Chai r man

Att est ed By:

Susan S. Gei ger
Conmmi ssi oner

Kimberly Nolin Smth
Assi stant Secretary

Nancy Brockway
Conm ssi oner



